
M  Idea

Apple’s fundamentals remain very solid, but with shares trading near all
highs, the tactical setup into earnings is neutral/tougher as it requires ze
blemishes across the board. We continue to believe that Apple fundament
very strong, with myriad price hikes likely to drive upside to revenue and EP
the next 6-18 months. Case in point, our new FY27 revenue and EPS of $563
$10.39, respectively, are ~1% higher than our prior forecasts and 7-8% highe
consensus, as we incorporate higher ASPs across the board, partially offset 
modestly lower units. However, shares are now trading at 32x our FY27 EPS
34x consensus FY27 EPS), just a few turns below Apple’s valuation peak, su
the market generally has similar elevated expectations. Heading into F3Q ea
next week, we expect June-quarter results and September-quarter guidance
reflect this dynamic – above Street revenue growth, but with mixed margin
still leading to healthy EPS upside vs. consensus. However, there are 2 areas w
we see some near-term risk, namely: (1) June-quarter Services growth, where w
130bps below consensus due to weak App Store results; and (2) September-qu
gross margin guidance, where we are 60bps below consensus due to a more 
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Key Takeaways
June-quarter iPhone revenue should modestly exceed consensus forecast
Y/Y), driven by channel replenishment and 19% Y/Y shipment growth.

Sept Q setup is more mixed – Street still under-appreciates Product pric
upside, and therefore we expect a rev guide higher...

… but our September-quarter gross margin of 46.8% (vs. 47.4% consensu
implies a headline GM guide lower (though in line with buyside).

Also, we're 50-130bps below Street on Services growth in June/Sept qua
embedding conservatism given App Store deceleration.

Remain constructive on 12mo view ($364 PT), but tactically don't expect 
follow-through post-EPS unless our Services/GM expects are too conserv

July 23, 2026 05:04 AM GMT

Not for redistribution without written consent of Morgan Stanley
han 
 
nd 
esting 
ings 
 
hough 
here 

Morgan Stanley does and seeks to do business wi
companies covered in Morgan Stanley Research. A
investors should be aware that the firm may have 
interest that could affect the objectivity of Morgan
Research. Investors should consider Morgan Stan
Research as only a single factor in making their in
decision.
June Q/Sept Guide
-time 
ro 
als are 
S over 
B and 
r t
by
 (a
gg
rn

 to
s, t

e 
lid 

plies 
Phone 
rowth 

t 32x 

Morgan Stanley & Co. LLC

Erik W Woodring
Equity Analyst

                        Erik.Woodring@morganstanley.com                                                +

Dylan Liu
Research Associate

                        Dylan.Liu@morganstanley.com                                                +

Maya C Neuman
Research Associate

                        Maya.Neuman@morganstanley.com                                                +

Rauf Ural
Research Associate

                        Rauf.Ural@morganstanley.com                                                +

Apple, Inc. (AAPL.O, AAPL US)

IT Hardware | United States of America

Stock Rating
Industry View
Price target
Shr price, close (Jul 22, 2026)
Mkt cap, curr (mm)
52-Week Range $33

s (+22% 

ing 

s) 

rter, 

much ST 
ative.
e are 
arter 

For analyst certification and other important disclosures, 
refer to the Disclosure Section, located at the end of this 
report.

mailto:Erik.Woodring@morganstanley.com
mailto:Dylan.Liu@morganstanley.com
mailto:Maya.Neuman@morganstanley.com
mailto:Rauf.Ural@morganstanley.com


M  Idea

2

conservative outlook on the impact of near-term component cost inflation. If these 
were secondary KPIs, we’d characterize the tactical setup as positive given expected 
EPS upside. But both metrics are critical to a re-rating, meaning that next week's 
print/guide has to be flawless to get a positive T+1 move. As such, we would 
characterize the tactical setup as more neutral after Apple's recent run of 
outperformance.

First, strong June-quarter iPhone shipments suggest Apple replenished channel 
inventory, supporting a healthy iPhone backdrop. We expect June-quarter iPhone 
revenue of more than $54B (+22% Y/Y), driven by iPhone shipments growing 19% Y/
Y as Apple executed a planned channel fill. Recall that Apple exited the March 
quarter with "very lean channel inventory." Combined with softer China iPhone sell-
through during the quarter, we believe channel inventory returned to a healthier 
level exiting June. Looking into C2H, our supply chain checks have not pointed to any 
meaningful changes in iPhone builds despite recent headlines suggesting potential 
cuts, and China sell-through in MTD July has improved meaningfully to double-digit 
Y/Y growth ( Exhibit 1 ). For the September quarter, iPhone builds of 54M units (+4% 
Q/Q) are tracking below the typical seasonal increase of +26% Q/Q, which we 
attribute to: (1) a well-telegraphed slower ramp of the foldable iPhone; and (2) a 
staggered iPhone launch schedule ( Exhibit 2 ). However, builds still imply >58M 
iPhone shipments in the September quarter, generally in line with our slightly 
reduced 58.5M forecast. 

Exhibit 1: September-quarter builds of 54M (+4% Q/Q) are tracking below 
seasonality of +26% Q/Q due to a staggered iPhone product launch

1Q23 2Q23 3Q23 4Q23 2023 1Q24 2Q24 3Q24 4Q24 2024 1Q25 2Q25 3Q25 4Q25 2025 1Q26 2Q26e 3Q26e

iPhone Builds

iPhone SE3 / SE 5G / 16e 1.0            2.5            5.0            3.0            11.5          1.0            2.0            5.0            3.0            11.0          4.0            9.0            4.0            1.0            18.0          2.0            10.0          8.0            

iPhone X -            -            -            -            -            -            -            -            -            -            

iPhone XR -            -            -            -            -            -            -            -            -            -            

iPhone 12 mini (5.4") -            -            -            -            -            -            -            -            -            -            

iPhone 12 (6.1") 0.5            0.5            1.0            -            -            -            -            -            -            -            -            -            

iPhone 12 Pro (6.1") 0.5            0.5            -            -            -            -            -            -            -            -            -            

iPhone 12 Pro Max (6.7") 0.5            0.5            -            -            -            -            -            -            -            -            -            

iPhone 13 mini (5.4") 1.0            0.5            1.5            -            -            -            -            -            -            -            -            -            

iPhone 13 (6.1") 1.0            0.5            1.5            -            -            -            -            -            -            -            -            -            

iPhone 13 Pro (6.1") 1.0            2.0            1.0            4.0            0.5            0.5            1.0            -            -            -            -            -            -            -            -            

iPhone 13 Pro Max (6.7") 2.0            2.0            1.0            5.0            0.5            0.5            1.0            -            -            -            -            -            -            -            -            

iPhone 14 (6.1") 7.0            4.0            5.0            2.0            18.0          1.0            0.5            1.5            -            -            -            -            -            -            -            -            

iPhone 14 Plus (6.7") 5.0            3.0            1.0            1.0            10.0          1.0            0.5            1.5            -            -            -            -            -            -            -            -            

iPhone 14 Pro (6.1") 15.0          12.0          7.0            3.0            37.0          2.0            2.0            1.0            1.0            6.0            1.0            1.0            1.0            -            3.0            -            -            -            

iPhone 14 Pro Max (6.7") 19.5          14.0          9.0            4.0            46.5          2.0            2.0            1.0            1.0            6.0            1.0            1.0            1.0            -            3.0            -            -            -            

iPhone 15 (6.1") 6.0            12.0          18.0          6.0            5.0            4.0            1.0            16.0          1.0            0.5            0.5            0.5            2.5            -            -            -            

iPhone 15 Plus (6.7") 5.0            10.0          15.0          4.0            3.0            1.0            1.0            9.0            1.0            0.5            0.5            0.5            2.5            -            -            -            

iPhone 15 Pro (6.1") 8.0            16.0          24.0          12.0          10.0          8.5            2.0            32.5          2.0            2.0            2.0            1.0            7.0            1.0            1.0            -            

iPhone 15 Pro Max (6.7") 2.0            24.0          26.0          18.0          13.0          10.5          3.0            44.5          3.0            3.0            2.0            1.0            9.0            1.0            1.0            -            

iPhone 16 (6.1") 6.0            12.0          18.0          5.0            4.0            4.0            1.0            14.0          2.0            2.0            1.0            

iPhone 16 Plus (6.7") 5.0            6.0            11.0          4.0            3.0            1.0            -            8.0            -            -            -            

iPhone 16 Pro (6.3") 8.0            17.0          25.0          11.5          9.5            4.0            2.0            27.0          2.0            2.0            2.0            

iPhone 16 Pro Max (6.9") 4.0            26.0          30.0          16.5          13.0          10.0          4.0            43.5          5.0            3.0            2.0            

iPhone 17 (6.1") 6.0            16.0          22.0          10.0          8.0            6.0            

iPhone 17 Air (6.7") 4.0            4.0            8.0            -            -            -            

iPhone 17 Pro (6.3") 8.0            22.0          30.0          18.0          13.0          9.0            

iPhone 17 Pro Max (6.9") 7.0            23.0          30.0          15.0          12.0          9.0            

iPhone 18 Pro (6.3") 8.0            

iPhone 18 Pro Max (6.9") 8.0            

Foldable iPhone 1.0            

Total Builds 54.0 41.0 50.0 75.0 220.0 48.0 39.0 54.0 73.0 214.0 50.0 46.5 55.0 76.0 227.5 56.0 52.0 54.0

Y/Y Growth 0% -9% 0% -3% -3% -11% -5% 8% -3% -3% 4% 19% 2% 4% 6% 12% 12% -2%

Q/Q Growth -30% -24% 22% 50% -36% -19% 38% 35% -32% -7% 18% 38% -26% -7% 4%

Source: Morgan Stanley Research estimates
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Exhibit 2: Our 57.5M Jun Q shipments are in line with build-implied shipments of 
57.5M but are ~4M above consensus, while our Sept Q iPhone shipment 
estimates of 58.5M are now largely aligned to what are implied by builds, 1.2M 
below consensus
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Meanwhile, our checks continue to support a largely unchanged CY26 iPhone 
production outlook, though we modestly reduce shipments to reflect greater 
pricing-related demand elasticity. Our latest supply chain work continues to point 
to roughly 265M CY26 iPhone builds, largely unchanged from prior checks, and we 
have not seen evidence of lower wafer orders at TSMC. That said, Apple typically 
communicates supplier plans based on a "bull case" demand scenario and often 
refines orders as early as mid-to-late October once post-launch sell-through trends 
become visible. Incorporating a more significant pricing increase for the iPhone 18 
into our model ($200 like-for-like starting price increase vs. our prior assumption of 
$100), we lower our CY26 iPhone shipment forecast slightly to ~250M units from 
252M – below the current consensus estimate of 255M ( Exhibit 3 ), but raise our 
ASPs by 3%. In our view, consensus in the September quarter – and overall for CY26 
– does not appear to fully reflect: (1) a more meaningful like-for-like pricing increase 
for the iPhone 18; and/or (2) a staggered iPhone launch schedule, with 3 higher-end 
models launching this September, and 3 lower-end models launching next March. 
This means that our September-quarter iPhone revenue forecast is well above (8%) 
Street expectations, but is below Street in December (-5%), as we incorporate lower 
units, but higher ASPs.
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Exhibit 3: To protect iPhone gross margins, we estimate that Apple will need to 
raise iPhone 18 Pro starting price by $200
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Second, Mac upside appears capped by supply constraints, creating modest 
downside to our unit estimates but little impact on overall results. Mac lead 
times lengthened during the June quarter as demand outpaced supply, particularly 
for Mac mini, Mac Studio, and MacBook Neo, largely due to limited availability of 
advanced-node SoCs. We therefore reduce our June- and September-quarter Mac 
shipment forecasts by 11% and 8%, respectively, to reflect both supply bottlenecks 
and some demand elasticity following Apple's late-June price increases ( Exhibit 4 ). 
Even so, our checks continue to indicate Apple is ramping MacBook Neo production 
into C2H26, with output potentially reaching 8-10M units (vs. the original plan of 6-
8M). After incorporating higher Mac pricing (along with iPad pricing increases of 
$100-150), our September-quarter Mac revenue estimate moves 1% higher despite 
lower shipment assumptions, reflecting Mac demand elasticity of 0.8 vs. ~1.0 for 
iPad.

Exhibit 4: We slightly lower our Mac shipment forecasts to reflect advanced 
node SoC supply constraints
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We remain conservative on June-quarter Services growth, but September-
quarter growth should find some support from recent pricing actions. We 
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forecast June-quarter Services revenue growth of 13.3% Y/Y, below both the Street 
at 14.6% and Apple's implied guidance of roughly +13.8% Y/Y ("in line" with March-
quarter growth of 16.3% after adjusting for a 2.5-point favorable FX; Exhibit 5 ). The 
primary driver is softer App Store performance, with developer revenue up 3.2% Y/
Y, representing roughly 460bps of deceleration from the March quarter. That said, 
slowing App Store growth has been a recurring theme in recent quarters, yet Apple 
has consistently met or exceeded overall Services guidance. Our tracker also points 
to an FX benefit largely in line with guidance (+1.1% Y/Y vs. guidance of +1.0%), 
while Apple recently raised iCloud+ pricing in select international markets, citing FX 
impacts. Taken together, we leave our June-quarter Services estimate largely 
unchanged, and see downside risk to consensus.

Looking ahead, we expect September-quarter Services growth to remain resilient 
despite further App Store deceleration. We forecast Services revenue growth of 
12.7% Y/Y, representing a 60bp slowdown from June and roughly 50bps below 
consensus at 13.2% Y/Y. While App Store trends continue to soften – July MTD 
developer revenue is tracking at just +1.0% Y/Y, according to Sensor Tower – we 
estimate that Apple's recent Apple Music price increases ($1 for individual/student 
plans and $3 for family plans) should contribute roughly 1 point of incremental 
Services growth. As a result, we expect only a 60bp deceleration in September 
despite a roughly 180bp tougher Y/Y comparison from June, though also remain 
below Street here as well.

Exhibit 5: Our June-quarter Services revenue is 130bps below consensus due to 
weaker App Store revenues
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Finally, we expect the bulk of the debate this quarter to rest with the 
September-quarter gross margin guide. We don't see much risk to Apple's June-
quarter gross margin and expect results likely come in between the 48% midpoint 
and 48.5% high-end of the guidance range. This is generally a well-agreed-upon view. 
However, we do see downside risk to Street September-quarter gross margins – 
we're at 46.8%, while Street is at 47.4%. Higher component costs, lower low-cost 
component inventory, and limited price hike protection (primarily on iPhone) serve 
as the basis for our more conservative Sept Q forecast, which implies that while 
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historically September-quarter Products gross margins are up 130bps Q/Q, our 
September '26 quarter Products gross margins fall 70bps Q/Q. Again, we believe our 
forecasts are largely in line with buyside expectations, but given how critical gross 
margin are to the Apple debate, a headline margin guide below consensus creates 
tactical risk for the earnings setup, even if revenue and EPS outperform. 

Taken together, our June- and September-quarter revenue forecasts remain 
largely unchanged – Services and gross margins are where we are most focused 
on. Our June-quarter estimates sit modestly below consensus, primarily reflecting 
supply-related constraints, though we wouldn't be surprised to see EPS come in 
closer to $1.90-1.95, in line with Apple's historical "upside EPS surprise". Our 
September-quarter forecasts are mixed vs. consensus – our total revenue forecast 
remains 6% above the Street as we see greater upside from iPhone pricing – and we 
expect Apple to guide revenue closer to MSe than consensus ( Exhibit 6 ). However, 
our gross margins are below consensus, and we expect a 46.5-47.5% gross margin 
guide, technically amounting to a gross margin guide down. While the combination 
of these two factors still leaves our September-quarter EPS 5% above Street – an 
otherwise positive outcome – we're just cognizant that at 32x P/E, and having 
outperformed the market by 7 points over the last 4 weeks, shares have already pre-
priced this "beat" in. As such, we remain constructive over a 12-month horizon with a 
new $364 PT – or 35x our new FY27 EPS of $10.39 – but don't expect much, if any, 
follow-through post-earnings.

Exhibit 6: Our June- and September-quarter revenue are 0-6% above consensus, 
driven primarily by iPhone pricing strength, with EPS in line to 5% above Street 
forecasts

F3Q26 (Jun Q) F4Q26 (Sept Q)
MSe MSe (Old) % Diff Consensus % Diff MSe MSe (Old) % Diff Consensus % Diff

Total Revenue 108,468   108,714   -0.2% 108,848 -0.3% 121,294   121,542   -0.2% 114,699 5.7%

Y/Y Growth 15.3% 15.6% -26bps 15.8% -40bps 18.4% 18.6% -24bps 11.9% 644bps

iPhone 54,473    54,207    0.5% 53,742    1.4% 62,329    62,581    -0.4% 57,911    7.6%

ASP ($) 946         941         0.5% 965         -1.9% 1,064      1,017      4.6% 947         12.3%
Unit (K units) 57,500    57,500    0.0% 53,797    6.9% 58,500    61,500    -4.9% 59,722    -2.0%

iPad 6,649      6,848      -2.9% 7,098      -6.3% 7,104      7,892      -10.0% 7,284      -2.5%
Mac 8,092      8,839      -8.5% 8,680      -6.8% 9,806      9,702      1.1% 9,365      4.7%
Wearables 8,175      7,796      4.9% 7,904      3.4% 9,668      9,106      6.2% 9,178      5.3%
Services 31,080    31,081    0.0% 31,414    -1.1% 32,387    32,354    0.1% 32,547    -0.5%

Gross Profit 52,239 52,268 -0.1% 52,339 -0.2% 56,811 56,901 -0.2% 54,380 4.5%

EBIT 33,149 33,179 -0.1% 33,401 -0.8% 37,161 37,257 -0.3% 35,370 5.1%

Pre-tax Profits 33,399 33,430 -0.1% 33,451 -0.2% 37,316 37,413 -0.3% 35,516 5.1%

Net Income 27,721 27,747 -0.1% 27,731 0.0% 30,972 31,427 -1.4% 29,412 5.3%

EPS $1.89 $1.89 -0.1% $1.89 -0.3% $2.12 $2.15 -1.4% $2.02 4.8%

Gross Margin 48.2% 48.1% 8bps 48.1% 8bps 46.8% 46.8% 2bps 47.4% -57bps
Products 36.8% 36.7% 8bps 36.4% 37bps 36.1% 36.2% -2bps 35.3% 80bps
Services 76.5% 76.5% 0bps 76.3% 22bps 76.2% 76.2% 0bps 75.4% 84bps

OpM 30.6% 30.5% 4bps 30.7% -13bps 30.6% 30.7% -2bps 30.8% -20bps
Effective Tax Rate 17.0% 17.0% 0bps 17.1% -10bps 17.0% 16.0% 100bps 17.2% -19bps
Net Margin 25.6% 25.5% 3bps 25.5% 8bps 25.5% 25.9% -32bps 25.6% -11bps

Source: Company data, FactSet, Morgan Stanley Research estimates
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Exhibit 7: While our gross margin estimates are 20-45bps below consensus, our 
EPS forecasts are 1-7% above Street, primarily driven by higher iPhone ASP 
forecasts

FY26E FY27E

MSe MSe (Old) % Diff Consensus % Diff MSe MSe (Old) % Diff Consensus % Diff

Total Revenue 484,702   485,346   -0.1% 478,173 1.4% 562,660   557,504   0.9% 520,807 8.0%

Y/Y Growth 32.5% 32.7% -18bps 14.9% 1,760bps 16.1% 14.9% 122bps 8.9% 717bps

iPhone 259,065  259,051  0.0% 253,587  2.2% 316,581  308,590  2.6% 270,889  16.9%

ASP ($) 988         977         1.1% 980         0.8% 1,227      1,152      6.5% 1,031      19.0%
Unit (K units) 262,329  265,329  -1.1% 257,473  1.9% 258,000  268,000  -3.7% 256,839  0.5%

iPad 29,262    30,249    -3.3% 29,906    -2.2% 29,740    31,816    -6.5% 30,166    -1.4%
Mac 34,683    35,326    -1.8% 34,863    -0.5% 37,285    38,626    -3.5% 37,317    -0.1%
Wearables 37,236    36,296    2.6% 36,543    1.9% 38,993    39,014    -0.1% 37,867    3.0%
Services 124,456  124,423  0.0% 124,889  -0.3% 140,061  139,458  0.4% 139,599  0.3%

Gross Profit 233,062 233,181 -0.1% 231,004 0.9% 266,707 264,928 0.7% 249,193 7.0%

EBIT 157,047 157,173 -0.1% 155,173 1.2% 179,048 177,549 0.8% 167,091 7.2%

Pre-tax Profits 157,551 157,677 -0.1% 155,692 1.2% 179,646 178,146 0.8% 168,048 6.9%

Net Income 130,369 130,848 -0.4% 128,657 1.3% 150,902 149,643 0.8% 139,451 8.2%

EPS $8.86 $8.89 -0.4% $8.76 1.1% $10.39 $10.30 0.8% $9.67 7.4%

Gross Margin 48.1% 48.0% 4bps 48.3% -23bps 47.4% 47.5% -12bps 47.8% -45bps
Products 38.3% 38.2% 3bps 38.4% -7bps 37.5% 37.6% -9bps 37.0% 55bps
Services 76.5% 76.5% 0bps 76.3% 20bps 77.3% 77.3% 0bps 76.7% 57bps

OpM 32.4% 32.4% 2bps 32.5% -5bps 31.8% 31.8% -3bps 32.1% -26bps
Effective Tax Rate 17.3% 17.0% 24bps 17.4% -11bps 16.0% 16.0% 0bps 17.0% -102bps
Net Margin 26.9% 27.0% -6bps 26.9% -1bps 26.8% 26.8% -2bps 26.8% 4bps

Source: Company data, FactSet, Morgan Stanley Research estimates
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Risk Reward - Apple, Inc. (AAPL.O)

$364.00
Our $364 PT is based an 9.2x EV/Sales FY27 multiple, which is derived from a regression of
tech and consumer platform peers. Our price target implies ~35x P/E on $10.39 FY27 EPS.

Morgan Stanley EstimatesMean

Consensus Price Target Distribution $215.00 $400.00

Source: Refinitiv, Morgan Stanley Research

MS Rating

With the most elongated iPhone
replacement cycles, new AI features rolling
out around the world, and a renewed focus
on device form factor changes, we believe
Apple can accelerate iPhone growth starting
in CY26, with replacement cycles peaking as
aged installed base starts to upgrade. When
combined with consistent, double digit
services growth and moderate operating
leverage, we believe Apple can earn $8.86 in
FY26 and $10.39 by FY27. Memory cost
dynamic could create uncertainties in the
near term. Longer-term, investments in AI,
payments, cloud, health, and home, and long
runway to grow spend per user from $1/day
today are key arguments for sustained long-
term growth and value creation.

Consensus Rating Distribution

67% Overweight
27% Equal-weight
6% Underweight

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Disruption: Positive
New Data Era: Positive
Pricing Power: Positive
View descriptions of Risk Rewards Themes here

$453.00
11x EV/Sales FY27; ~41x Bull FY27 P/E of
$11.02

iPhone replacement cycles accelerate in
FY26/FY27 with Robotics as an long-term
upside. Consumer demand returns, and
stronger than expected iPhone 17 upgrade
intentions + mix shift to higher end iPhones
drives mid-teens Y/Y iPhone revenue
growth, while rising component costs are
mitigated given Apple's bargaining power
against consumers and the supply chain. Our
bull case valuation implies a 41.1x P/E
multiple on FY27 Bull EPS, which embeds
$22 per share of upside from its Robotics
efforts.

$364.00
9.2x EV/Sales FY27 or ~35x FY27 EPS of
$10.39

Services and margins remain resilient, while
investors start to expect stronger iPhone
cycles ahead. Revenue grows mid-teens %
Y/Y in FY27, driven by 10%+ Services growth
and high-teens % Products growth. GM may
contract Y/Y in FY27 driven by higher
Product revenue mix and memory costs,
while Apple leverages the supply chain and
repricing to mitigate the cost impact. The
iPhone replacement cycle is elongating again
in FY27 due to demand elasticity amidst
memory-induced pricing increases.

$194.00
6.3x EV/Sales FY27; 24.6x FY27 Bear EPS of
$7.89

iPhone 17 cycle disappoints as consumer
spending weakens more than expected
amidst synthetic price increases. Growth
slows further across the portfolio as
discretionary income is pressured by hard
landing, leading to just LSD of Product rev
growth and decelerating Services rev
growth in FY26. With revenue slightly
growing but margin contracting, FY26 EPS
will only grow MSD to ~$7.36. Our bear case
valuation implies a 24.6x FY27 P/E, below
T5Y avg of 26.0x due to plateauing Services
profit mix.

Risk Reward – Apple, Inc. (AAPL.O)

Higher Pricing, Higher Earnings Power, And A Catalyst-Laden 2H

PRICE TARGET

MS PT

$318.25

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

Key:  Historical Stock Performance  Current Stock Price  Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 22
Jul 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years’ time. View explanation of Options Probabilities methodology here

$325.89$325.89$325.89

$453.00$453.00(+39.00%)(+39.00%)$453.00(+39.00%) Prob (>453.00)~10.5%Prob (>453.00)~10.5%Prob (>453.00)~10.5%

$194.00$194.00(-40.47%)(-40.47%)$194.00(-40.47%) Prob (<194.00)~5.9%Prob (<194.00)~5.9%Prob (<194.00)~5.9%

$364.00$364.00(+11.69%)(+11.69%)$364.00(+11.69%)
Prob (>364.00)~37.8%Prob (>364.00)~37.8%Prob (>364.00)~37.8%

JUL '25 JAN '26 JUL '26 JUL '27
0

150

300

450
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USD

OVERWEIGHT THESIS
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Drivers Sep 2025 Sep 2026e Sep 2027e Sep 2028e

Total Revenue Growth (Y/Y) (%) 6.4 16.5 16.1 6.7

iPhone Revenue Growth (Y/Y) (%) 4.2 23.6 22.2 6.2

Services Revenue Growth (Y/Y) (%) 13.5 14.0 12.5 11.2

Gross Margin (%) 46.9 48.1 47.4 48.1

EPS Growth (Y/Y) (%) 10.6 18.7 17.3 8.7

3/5
BEST

24 Month
Horizon

1/5
MOST

3 Month
Horizon

Positive iPhone build revisions / clearer signs of
accelerating replacement cycles
Services revenue growth reacceleration
Apple Intelligence feature and distribution
expansion
New product launches in home, health and AI

0-10% APAC, ex Japan, Mainland
China and India

0-10% India
0-10% Japan
0-10% Latin America
0-10% MEA
0-10% UK
10-20% Europe ex UK
10-20% Mainland China
30-40% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

Source: Refinitiv, FactSet, Morgan Stanley Research; 1 is
the highest favored Quintile and 5 is the least favored
Quintile

Inst. Owners, % Active 47.5%

HF Sector Long/Short Ratio 2.1x

HF Sector Net Exposure 29.5%

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure – Short Exposure).

iPhone 17 outperforms expectations
Apple Intelligence adoption surprises to the
upside
Apple pulls forward form factor changes
Services growth re-accelerates despite tougher
compares
Gross margins surprise positively

Weak consumer spending limits iPhone
upgrade rates
Higher memory input costs
Limited progress on AI features
Geopolitical tensions
Increased regulation, particularly with App
Store

Morgan Stanley EstimatesMean
Source: Refinitiv, Morgan Stanley Research

FY Sep 2027e

Sales /
Revenue
($, mm)

487,423 584,689

EBITDA
($, mm) 160,270 208,000

Net income
($, mm) 127,262 161,457

EPS
($) 8.81 10.96

Risk Reward – Apple, Inc. (AAPL.O)

KEY EARNINGS INPUTS

INVESTMENT DRIVERS

GLOBAL REVENUE EXPOSURE

MS ALPHA MODELS

RISKS TO PT/RATING
RISKS TO UPSIDE

RISKS TO DOWNSIDE

OWNERSHIP POSITIONING

MS ESTIMATES VS. CONSENSUS

562,660

523,002

193,904

184,220

150,902

140,025

10.39

9.75
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Apple (AAPL) Financial Model
Exhibit 8: Apple Income Statement

2025A 2026E 2027E Fiscal Year

($ in millions) Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 2024A 2025A 2026E 2027E 2028E

Revenues 124,300  95,359    94,036    102,466  143,756  111,184  108,468  121,294  154,264  134,732  134,261  139,402  391,035  416,161  484,702  562,660  600,376  

iPhone 69,138    46,841    44,582    49,025    85,269    56,994    54,473    62,329    90,368    75,687    74,512    76,015    201,183  209,586  259,065  316,581  336,275  

iPad 8,088      6,402      6,581      6,952      8,595      6,914      6,649      7,104      8,624      6,996      7,007      7,112      26,694    28,023    29,262    29,740    30,002    

Mac 8,987      7,949      8,046      8,726      8,386      8,399      8,092      9,806      9,330      9,489      8,589      9,878      29,984    33,708    34,683    37,285    36,564    

Wearables, Home and Accessories 11,747    7,522      7,404      9,013      11,493    7,901      8,175      9,668      12,181    8,062      8,594      10,156    37,005    35,686    37,236    38,993    41,733    

Services 26,340    26,645    27,423    28,750    30,013    30,976    31,080    32,387    33,761    34,498    35,560    36,241    96,169    109,158  124,456  140,061  155,802  

Cost of Sales 66,025    50,492    50,318    54,125    74,525    56,403    56,229    64,483    82,378    69,926    70,326    73,322    210,352  220,960  251,640  295,952  311,886  

Gross Profit 58,275    44,867    43,718    48,341    69,231    54,781    52,239    56,811    71,886    64,806    63,936    66,080    180,683  195,201  233,062  266,707  288,490  

Gross Margin 46.9% 47.1% 46.5% 47.2% 48.2% 49.3% 48.2% 46.8% 46.6% 48.1% 47.6% 47.4% 46.2% 46.9% 48.1% 47.4% 48.1%

Operating Expenses 15,443    15,278    15,516    15,914    18,379    18,896    19,090    19,650    21,366    21,692    22,019    22,583    57,467    62,151    76,015    87,659    95,538    

Research and Development 8,268      8,550      8,866      8,866      10,887    11,419    11,823    12,190    13,267    13,810    14,366    14,637    31,370    34,550    46,319    56,080    62,425    

Selling, General and Administrative 7,175      6,728      6,650      7,048      7,492      7,477      7,267      7,460      8,099      7,882      7,653      7,946      26,097    27,601    29,696    31,580    33,113    

Operating Income 42,832    29,589    28,202    32,427    50,852    35,885    33,149    37,161    50,520    43,114    41,917    43,497    123,216  133,050  157,047  179,048  192,952  

PTOP Margin 34.5% 31.0% 30.0% 31.6% 35.4% 32.3% 30.6% 30.6% 32.7% 32.0% 31.2% 31.2% 31.5% 32.0% 32.4% 31.8% 32.1%

Total Interest & Other Income (248) (279) (171) 377 150         (52) 251 155         122         139         159         178         269         (321) 504 598         286         

Pretax Income 42,584    29,310    28,031    32,804 51,002    35,833    33,399    37,316    50,642    43,253    42,076    43,675    123,485  132,729  157,551  179,646  193,238  

GAAP Income Tax Provision 6,254      4,530      4,597      5,338 8,905      6,255      5,678      6,344      8,103      6,920      6,732      6,988      29,749    20,719    27,182    28,743    30,918    

Operating Tax Provision (excl one time tax effe 6,254      4,530      4,597      5,338 8,905      6,255      5,678      6,344      8,103      6,920      6,732      6,988      19,503    20,719    27,182    28,743    30,918    

Effective Tax Rate 14.7% 15.5% 16.4% 16.3% 17.5% 17.5% 17.0% 17.0% 16.0% 16.0% 16.0% 16.0% 15.8% 15.6% 17.3% 16.0% 16.0%

Operating Net Income 36,330    24,780    23,434    27,466 42,097    29,578    27,721    30,972    42,539    36,332    35,344    36,687    103,982  112,010  130,369  150,902  162,320  

Operating Net Income Margin 29.2% 26.0% 24.9% 26.8% 29.3% 26.6% 25.6% 25.5% 27.6% 27.0% 26.3% 26.3% 26.6% 26.9% 26.9% 26.8% 27.0%

Total Non-recurring Charges -          -          -          -          -          -          -          -          -          -          -          -          (10,246)   -          -          -          -          

GAAP Net Income 36,330    24,780    23,434    27,466    42,097    29,578    27,721    30,972    42,539    36,332    35,344    36,687    93,736    112,010  130,369  150,902  162,320  

Fully-diluted EPS

EPS - ModelWare $2.40 $1.65 $1.57 $1.85 $2.84 $2.01 $1.89 $2.12 $2.92 $2.50 $2.44 $2.54 $6.75 $7.46 $8.86 $10.39 $11.29

EPS - Reported $2.40 $1.65 $1.57 $1.85 $2.84 $2.01 $1.89 $2.12 $2.92 $2.50 $2.44 $2.54 $6.08 $7.46 $8.86 $10.39 $11.29

EPS - ModelWare excl. Stock Option Expens $2.61 $1.86 $1.78 $2.06 $3.09 $2.25 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

Dividend Payment 3,856      3,758      3,945      3,862      3,921      3,822      4,057      3,981      4,043      3,952      4,208      4,131      15,234    15,421    15,780    16,334    16,974    

Dividend Per Share $0.25 $0.25 $0.26 $0.26 $0.26 $0.26 $0.28 $0.27 $0.28 $0.27 $0.29 $0.29 $0.99 $1.03 $1.08 $1.13 $1.18

Period Ending Outstanding Shares 15,040.7 14,939.3 14,856.7 14,773.3 14,702.7 14,667.7 14,613.0 14,567.5 14,523.7 14,481.4 14,440.7 14,401.5 15,116.8 14,773.3 14,567.5 14,401.5 14,268.8 

Avg Shares (Basic) 15,081.7 14,994.1 14,902.9 14,815.3 14,748.2 14,673.3 14,640.3 14,590.2 14,545.6 14,502.5 14,461.1 14,421.1 15,343.8 14,948.5 14,663.0 14,482.6 14,332.7 

Avg Shares (Fully Diluted) 15,150.9 15,056.1 14,948.2 14,863.6 14,810.4 14,725.9 14,692.9 14,642.8 14,587.6 14,544.5 14,503.1 14,463.1 15,408.1 15,004.7 14,718.0 14,524.6 14,374.7 

Source: Company data, Morgan Stanley Research estimates
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Exhibit 9: Apple Income Statement Analysis
2025A 2026E 2027E Fiscal Year

($ in millions) Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 2024A 2025A 2026E 2027E 2028E

Margin Analysis
Gross Margin 46.9% 47.1% 46.5% 47.2% 48.2% 49.3% 48.2% 46.8% 46.6% 48.1% 47.6% 47.4% 46.2% 46.9% 48.1% 47.4% 48.1%

Product 39.3% 35.9% 34.5% 36.2% 40.7% 38.7% 36.8% 36.1% 38.0% 38.0% 36.9% 37.0% 37.2% 36.8% 38.3% 37.5% 37.6%
iPhone 42.8% 39.3% 37.4% 40.0% 44.5% 43.0% 41.0% 40.0% 41.5% 41.5% 40.0% 40.3% 40.6% 40.2% 42.4% 40.8% 40.5%
iPad 29.7% 27.5% 26.8% 26.8% 28.0% 28.0% 25.5% 26.0% 27.0% 26.0% 27.0% 27.0% 28.6% 27.8% 26.9% 26.8% 27.7%
Mac 32.3% 28.5% 30.0% 30.0% 31.0% 28.0% 26.0% 26.0% 27.0% 26.8% 26.8% 27.1% 30.3% 30.3% 27.7% 26.9% 28.6%
Wearables, Home and Accessories 30.8% 29.9% 28.9% 28.9% 28.8% 28.3% 28.5% 29.0% 28.5% 28.5% 28.5% 29.0% 30.6% 29.7% 28.7% 28.6% 29.0%

Services 75.0% 75.7% 75.6% 75.3% 76.5% 76.7% 76.5% 76.2% 77.2% 77.5% 77.3% 77.1% 73.9% 75.4% 76.5% 77.3% 77.8%
R&D 6.7% 9.0% 9.4% 8.7% 7.6% 10.3% 10.9% 10.1% 8.6% 10.3% 10.7% 10.5% 8.0% 8.3% 9.6% 10.0% 10.4%
SG&A 5.8% 7.1% 7.1% 6.9% 5.2% 6.7% 6.7% 6.2% 5.3% 5.9% 5.7% 5.7% 6.7% 6.6% 6.1% 5.6% 5.5%
Operating Expenses 12.4% 16.0% 16.5% 15.5% 12.8% 17.0% 17.6% 16.2% 13.9% 16.1% 16.4% 16.2% 14.7% 14.9% 15.7% 15.6% 15.9%
EBITDA Margin 36.9% 33.8% 33.0% 34.7% 37.6% 35.4% 33.9% 33.6% 35.1% 34.7% 34.0% 33.9% 34.4% 34.8% 35.3% 34.5% 34.8%
PTOP Margin 34.5% 31.0% 30.0% 31.6% 35.4% 32.3% 30.6% 30.6% 32.7% 32.0% 31.2% 31.2% 31.5% 32.0% 32.4% 31.8% 32.1%
Pretax Margin 34.3% 30.7% 29.8% 32.0% 35.5% 32.2% 30.8% 30.8% 32.8% 32.1% 31.3% 31.3% 31.6% 31.9% 32.5% 31.9% 32.2%
Net Income 29.2% 26.0% 24.9% 26.8% 29.3% 26.6% 25.6% 25.5% 27.6% 27.0% 26.3% 26.3% 26.6% 26.9% 26.9% 26.8% 27.0%

Year-Over-Year Growth (%)
Revenue 4% 5% 10% 8% 16% 17% 15% 18% 7% 21% 24% 15% 2% 6% 16% 16% 7%

iPhone -1% 2% 13% 6% 23% 22% 22% 27% 6% 33% 37% 22% 0% 4% 24% 22% 6%
iPad 15% 15% -8% 0% 6% 8% 1% 2% 0% 1% 5% 0% -6% 5% 4% 2% 1%
Mac 16% 7% 15% 13% -7% 6% 1% 12% 11% 13% 6% 1% 2% 12% 3% 8% -2%
Wearables, Home and Accessories -2% -5% -9% 0% -2% 5% 10% 7% 6% 2% 5% 5% -7% -4% 4% 5% 7%
Services 14% 12% 13% 15% 14% 16% 13% 13% 12% 11% 14% 12% 13% 14% 14% 13% 11%

Gross Margin 6% 6% 10% 10% 19% 22% 19% 18% 4% 18% 22% 16% 7% 8% 19% 14% 8%
iPhone 0% 0% 10% 7% 28% 33% 34% 27% -1% 28% 33% 23% 1% 3% 30% 18% 5%
iPad 14% 13% -12% -5% 0% 10% -4% -1% -3% -6% 12% 4% -3% 2% 1% 1% 5%
Mac 17% 4% 15% 13% -10% 4% -13% -3% -3% 8% 9% 5% 5% 12% -6% 5% 4%
Wearables, Home and Accessories -5% -4% -12% -4% -8% -1% 9% 8% 5% 3% 5% 5% -5% -6% 1% 5% 8%
Services 17% 13% 16% 17% 16% 18% 15% 14% 13% 13% 16% 13% 18% 16% 16% 14% 12%

R&D 7% 8% 11% 14% 32% 34% 33% 37% 22% 21% 22% 20% 5% 10% 34% 21% 11%
SG&A 6% 4% 5% 8% 4% 11% 9% 6% 8% 5% 5% 7% 5% 6% 8% 6% 5%
Operating Expenses 7% 6% 8% 11% 19% 24% 23% 23% 16% 15% 15% 15% 5% 8% 22% 15% 9%
PTOP Margin 6% 6% 11% 10% 19% 21% 18% 15% -1% 20% 26% 17% 8% 8% 18% 14% 8%
Pretax Margin 6% 4% 10% 11% 20% 22% 19% 14% -1% 21% 26% 17% 9% 7% 19% 14% 8%
Net Income 7% 5% 9% 10% 16% 19% 18% 13% 1% 23% 27% 18% 7% 8% 16% 16% 8%
ModelWare EPS 10% 8% 12% 13% 19% 22% 20% 14% 3% 24% 29% 20% 10% 11% 19% 17% 9%

Sequential Growth (%)
Revenue 31% -23% -1% 9% 40% -23% -2% 12% 27% -13% 0% 4%

iPhone 50% -32% -5% 10% 74% -33% -4% 14% 45% -16% -2% 2%
iPad 16% -21% 3% 6% 24% -20% -4% 7% 21% -19% 0% 2%
Mac 16% -12% 1% 8% -4% 0% -4% 21% -5% 2% -9% 15%
Wearables, Home and Accessories 30% -36% -2% 22% 28% -31% 3% 18% 26% -34% 7% 18%
Services 5% 1% 3% 5% 4% 3% 0% 4% 4% 2% 3% 2%

Gross Margin 33% -23% -3% 11% 43% -21% -5% 9% 27% -10% -1% 3%
iPhone 61% -38% -9% 18% 93% -35% -9% 12% 50% -16% -5% 3%
iPad 23% -27% 0% 6% 29% -20% -12% 9% 26% -22% 4% 2%
Mac 25% -22% 7% 8% -1% -10% -11% 21% -1% 1% -9% 16%
Wearables, Home and Accessories 33% -38% -5% 22% 27% -33% 4% 20% 24% -34% 7% 20%
Services 7% 2% 3% 4% 6% 3% 0% 4% 6% 3% 3% 2%

R&D 6% 3% 4% 0% 23% 5% 4% 3% 9% 4% 4% 2%
SG&A 10% -6% -1% 6% 6% 0% -3% 3% 9% -3% -3% 4%
Operating Expenses 8% -1% 2% 3% 15% 3% 1% 3% 9% 2% 2% 3%
PTOP Margin 45% -31% -5% 15% 57% -29% -8% 12% 36% -15% -3% 4%
Pretax Margin 44% -31% -4% 17% 55% -30% -7% 12% 36% -15% -3% 4%
Net Income 45% -32% -5% 17% 53% -30% -6% 12% 37% -15% -3% 4%
ModelWare EPS 46% -31% -5% 18% 54% -29% -6% 12% 38% -14% -2% 4%

Revenue Mix
iPhone 56% 49% 47% 48% 59% 51% 50% 51% 59% 56% 55% 55% 51% 50% 53% 56% 56%
iPad 7% 7% 7% 7% 6% 6% 6% 6% 6% 5% 5% 5% 7% 7% 6% 5% 5%
Mac 7% 8% 9% 9% 6% 8% 7% 8% 6% 7% 6% 7% 8% 8% 7% 7% 6%
Wearables, Home and Accessories 9% 8% 8% 9% 8% 7% 8% 8% 8% 6% 6% 7% 9% 9% 8% 7% 7%
Services 21% 28% 29% 28% 21% 28% 29% 27% 22% 26% 26% 26% 25% 26% 26% 25% 26%

Source: Company data, Morgan Stanley Research estimates
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Exhibit 10: Apple Balance Sheet
($ in millions) 2025A 2026E 2027E Fiscal Year

Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 2024A 2025A 2026E 2027E 2028E

Assets

Current Assets:

Cash and cash equivalents 30,299     28,162     36,269     35,934     45,317     45,572     56,850     63,413     80,119     100,332   119,310   124,782   29,943     35,934     63,413     124,782   174,271   

Short-term investments 111,069   104,760   96,717     96,486     99,478     101,023   101,023   101,023   101,023   101,023   101,023   101,023   126,707   96,486     101,023   101,023   101,023   

Accounts receivable 29,639     26,136     27,557     39,777     39,921     30,339     35,759     46,144     36,889     37,426     41,311     48,488     33,410     39,777     46,144     48,488     39,891     

Inventories 6,911       6,269       5,925       5,718       5,875       6,747       6,797       8,411       8,954       8,547       8,501       9,564       7,286       5,718       8,411       9,564       8,020       

Deferred tax assets 5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       5,546       

Other current assets 37,369     32,225     28,091     42,219     39,855     32,975     30,045     44,642     42,634     34,829     31,664     47,429     41,574     42,219     44,642     47,429     51,192     

Total Current Assets 220,833   203,098   200,105   225,680   235,992   222,202   236,020   269,179   275,165   287,702   307,355   336,831   244,466   225,680   269,179   336,831   379,942   

Property, Plant & Equipment, net 46,069     46,876     48,508     49,834     50,159     50,116     49,412     48,770     48,371     47,965     47,969     48,267     45,680     49,834     48,770     48,267     52,257     

Acquired Intangible Assets 29,043     30,577     31,188     31,506     35,050     37,164     36,502     35,884     35,307     34,768     34,265     33,796     28,160     31,506     35,884     33,796     32,045     

Other assets 48,140     50,682     51,694     52,221     58,096     61,600     56,863     57,443     63,905     67,760     62,550     63,188     46,674     52,221     57,443     63,188     69,506     

Non-current debt and equity inves -          - - - - - - - - - - - - - - - - 

Total Fixed Assets 123,252   128,135   131,390   133,561   143,305   148,880   142,777   142,097   147,583   150,493   144,784   145,250   120,514   133,561   142,097   145,250   153,808   

Total Assets 344,085   331,233   331,495   359,241   379,297   371,082   378,797   411,276   422,749   438,195   452,140   482,082   364,980   359,241   411,276   482,082   533,750   

Liabilities

Current Liabilities:

Accounts payable 61,910     54,126     50,374     69,860     70,587     57,349     57,465     80,604     71,633     73,811     71,099     91,652     68,960     69,860     80,604     91,652     84,214     

Accrued expenses 69,612     70,825     71,478     75,442     77,956     66,985     74,776     78,721     82,002     84,000     90,591     89,178     86,553     75,442     78,721     89,178     88,931     

Current Debt 12,843     19,620     19,268     20,329     13,824     10,307     10,307     10,307     10,307     10,307     10,307     10,307     20,879     20,329     10,307     10,307     10,307     

Other current liabilities - - - - - - - - - - - - - - - - - 

Total Current Liabilities 144,365   144,571   141,120   165,631   162,367   134,641   142,548   169,631   163,943   168,118   171,996   191,137   176,392   165,631   169,631   191,137   183,452   

Non-Current Liabilities

Long-term debt 83,956     78,566     82,430     78,328     76,685     74,404     74,404     74,404     74,404     74,404     74,404     74,404     85,750     78,328     74,404     74,404     74,404     

Deferred revenue - non-current 3,199       2,747       2,851       2,731       3,457       3,772       3,187       2,861       2,862       3,087       3,352       2,931       2,960       2,731       2,861       2,931       2,859       

Deferred tax liabilities 44,957     37,703     38,414     37,968     47,748     50,924     50,924     50,924     50,924     50,924     50,924     50,924     42,078     37,968     50,924     50,924     50,924     

Other non-current liabilities 850          850          850          850          850          850          850          850          850          850          850          850          850          850          850          850          850          

Total Non-Current Liabilities 132,962   119,866   124,545   119,877   128,740   129,950   129,364   129,038   129,039   129,265   129,530   129,109   131,638   119,877   129,038   129,109   129,037   

Total Liabilities 277,327   264,437   265,665   285,508   291,107   264,591   271,913   298,670   292,982   297,383   301,526   320,246   308,030   285,508   298,670   320,246   312,489   

Series A preferred stock - - - - - - - - - - - - - - - - - 

Total Shareholder's Equity 66,758     66,796     65,830     73,733     88,190     106,491   106,884   112,606   129,766   140,812   150,613   161,836   56,950     73,733     112,606   161,836   221,261   

Total Liabilities and Shareholder's E344,085   331,233   331,495   359,241   379,297   371,082   378,797   411,276   422,749   438,195   452,140   482,082   364,980   359,241   411,276   482,082   533,750   

Source: Company data, Morgan Stanley Research estimates
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Exhibit 11: Apple Statement of Cash Flows
($ in millions) 2025A 2026E 2027E Fiscal Year 

Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 2024A 2025A 2026E 2027E 2028E

Cash Flow Statement (Non Cumulative)

Operating activities:

Net Income / (Loss) 36,330     24,780     23,434     27,466     42,097     29,578     27,721     30,972     42,539     36,332     35,344     36,687     93,736     112,010   130,369   150,902   162,320   

Cumulative effect of accounting change - - - - - - - - - - - - - - - - - 

Adjustments to reconcile net income: - - - - - - 

  Depreciation & Amortization 3,080       2,661       2,830       3,127       3,214       3,439       3,645       3,646       3,673       3,696       3,726       3,761       11,445     11,698     13,943     14,856     15,827     

  Stock based compensation expense 3,286       3,226       3,168       3,183       3,594       3,528       - - - - - - 11,688     12,863     7,122       - - 

  Provision for (benefit from) deferred inco (2,009)     (208) 469 1,659       (528) (1,189) - - - - - - (2,266)     (89) (1,717) - - 

  Gain on non-current investments, net - - - - - - - - - - - - - - - - - 

  Gain on short-term investments, net - - - - - - - - - - - - - - - - - 

  Unrealized loss on conv. securities - - - - - - - - - - - - - - - - - 

  Loss on sale of PP&E - - - - - - - - - - - - - - - - - 

  Non-cash restructuring - - - - - - - - - - - - - - - - - 

  In-Process R&D - - - - - - - - - - - - - - - - - 

  Tax benefit from ESO - - - - - - 699          699          633          633          633          633          - - 1,398       2,532       1,937       

Changes in Operating Assets and Liabilities:

  Accounts receivable 3,597       3,669       (1,581)     (12,367)   (153) 9,448 (5,420)     (10,386)   9,255       (536) (3,886) (7,176)     (3,788)     (6,682)     (6,510)     (2,343)     8,597       

  Inventories 215          643          365          177          (211) (873) (50) (1,614) (543) 408 46 (1,063)     (1,046)     1,400       (2,748)     (1,153)     1,543       

  Other current assets 3,166       6,005       4,384       (13,902)   2,781       7,227       2,930       (14,597) 2,008       7,805       3,165 (15,765)   (11,731)   (347) (1,659) (2,787)     (3,763)     

  Other assets 939          (5,310)     (1,745)     (3,081)     (10,250)   (4,079)     4,736       (580)        (6,462)     (3,854)     5,210 (638)        (1,356)     (9,197)     (10,172)   (5,744)     (6,319)     

  Accounts payable (6,671)     (7,933)     (3,875)     19,381     848          (13,145)   116          23,139     (8,970)     2,178       (2,712) 20,553     6,020       902          10,958     11,048     (7,438)     

  Deferred revenue - - - - - - (586)        (326)        1 226          265          (421)        - - (912)        70 (72) 

  Accrued restructuring costs - - - - - - - - - - - - - - - - - 

  Other current liabilities (11,998)   (3,581)     418          4,085       12,533     (5,232)     7,791       3,944       3,282       1,998       6,591       (1,413)     15,552     (11,076)   19,037     10,457     (247)        

  Deferred tax liabilities - - - - - - - - - - - - - - - - - 

Net Cash Provided by Operating Activities 29,935     23,952     27,867     29,728     53,925     28,702     41,584     34,898     45,415     48,885     48,380     35,159     118,254   111,482   159,109   177,838   172,387   

Investing activities:

Purchase of short-term investments (6,124)     (6,318)     (5,149)     (6,816)     (12,693)   (19,739)   - - - - - - (48,656)   (24,407)   (32,432)   - - 

Proceeds from maturities of short-term inves 15,967     10,620     8,449       5,871       7,510       11,181     - - - - - - 51,211     40,907     18,691     - - 

Proceeds from sales of short-term investmen 3,492       1,718       5,575       2,105       2,824       5,791       - - - - - - 11,135     12,890     8,615       - - 

Purchases of long-term investments - - - - - - - - - - - - - - - - - 

Net Proceeds from sale of PP&E - - - - - - - - - - - - - - - - - 

Purchase of PP&E (2,940)     (3,071)     (3,462)     (3,242)     (2,373)     (1,971)     (2,279)     (2,385)     (2,698)     (2,751)     (3,227)     (3,589)     (9,447)     (12,715)   (9,008)     (12,265)   (18,066)   

Cash paid for acquisition of technology - - - - - - - - - - - - - - - - - 

Proceeds from sale of ARM shares - - - - - - - - - - - - - - - - - 

Other (603)        (32) (340) (505) (154) (1,430) - - - - - - (1,308)     (1,480)     (1,584)     - - 

Net cash used in investing activities 9,792       2,917       5,073 (2,587)     (4,886) (6,168)     (2,279)     (2,385)     (2,698)     (2,751)     (3,227)     (3,589)     2,935       15,195     (15,718)   (12,265)   (18,066)   

Financing activities:

Proceeds from issuance of common stock - - - - - - 30 31 31 32 33 34 - - 61 130          141          

Excess tax benefits from stock-based compe -          - - - - - - - - - - - - - - - - 

Taxes paid related to net share settlement o (2,921)     (284) (2,514) (241)        (2,922)     (330) - - - - - - (5,441)     (5,960)     (3,252)     - - 

Dividends and dividend equivalent rights paid (3,856)     (3,758)     (3,945)     (3,862)     (3,921)     (3,822)     (4,057)     (3,981)     (4,043)     (3,952)     (4,208)     (4,131)     (15,234)   (15,421)   (15,780)   (16,334)   (16,974)   

Repurchase of common stock (23,606)   (25,898)   (21,075)   (20,132)   (24,701)   (12,288)   (24,000)   (22,000)   (22,000)   (22,000)   (22,000)   (22,000)   (94,949)   (90,711)   (82,989)   (88,000)   (88,000)   

Increase (decrease) in long-term borrowings (1,009)     1,009       4,481       - (2,164)     2,164       - - - - - - - 4,481 - - - 

Increase (decrease) in notes payable to ban (7,979)     (75) (1,780) (3,241)     (5,948)     (8,003)     - - - - - - (6,359)     (13,075) (13,951)   - - 

Net Cash used in Financing Activities (39,371)   (29,006)   (24,833) (27,476)   (39,656)   (22,279)   (28,027)   (25,950)   (26,012)   (25,920)   (26,175)   (26,098)   (121,983)  (120,686)  (115,912)  (104,204)  (104,832)  

Increase/(decrease) in Cash and Cash Equiv 356          (2,137)     8,107 (335)        9,383       255          11,278     6,563       16,706     20,213     18,977     5,472       (794) 5,991 27,479     61,369     49,489     

Adjustments for restatements - - - - - - - - - - - - 772          - - - - 

Cash and Cash Equivalents at Beginning of Pe 29,943     30,299     28,162     36,269     35,934     45,317     45,572     56,850     63,413     80,119     100,332   119,310   29,965     29,943 35,934     63,413     124,782   

Cash and Cash Equivalents at End of Period 30,299     28,162     36,269     35,934     45,317     45,572     56,850     63,413     80,119     100,332   119,310   124,782   29,943     35,934 63,413     124,782   174,271   

Source: Company data, Morgan Stanley Research estimates
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If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those 
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research 
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the 
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes 
in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There 
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject 
company's securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, 
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive 
factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the 
profitability or revenues of particular trading desks.
The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common 
equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or 
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the 
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different 
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive 
information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from 
when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information 
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless 
pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL").  
Such information is for your reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.  Morgan Stanley Research 
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Any non-customer reader within the scope of Article 
7-1 of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party 
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the 
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation 
or a solicitation to trade in such securities/instruments.  MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute an offer to sell or 
the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant 
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision 
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, São Paulo - SP, Brazil; and is regulated by the Comissão 
de Valores Mobiliários; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, 
Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group 
Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia 
(Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of 
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan 
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FC0118J); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail 
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license 
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having 
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration 
No. INH000001105); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), and depository participant with National 
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India; 
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Tejarshi Hardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi 
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use AI tools in providing research services. 
All recommendations contained herein are made by the duly qualified research analysts; in Canada by Morgan Stanley Canada Limited; in Germany and the European Economic Area where 
required by Morgan Stanley Europe S.E., authorised and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley 
& Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority and the Prudential Regulation Authority, disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i) 
are investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (ii) are persons who are 
high net worth entities falling within Article 49(2)(a) to (d) of the Order; or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 
21 of the Financial Services and Markets Act 2000, as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is a member 
of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory 

https://ny.matrix.ms.com/eqr/research/webapp/researchdocs/MSICPL_Morgan_Stanley_Research_Audit_Report.pdf


M  Idea

20

(Proprietary) Limited, which is wholly owned by FirstRand Limited. The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital 
Market Authority in the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA) 
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as 
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets 
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available 
upon request from your sales representative.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority 
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment 
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These 
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about 
outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating 
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was 
developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other similar framework.
The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those 
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.
Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read 
all the related documents carefully before investing.

INDUSTRY COVERAGE: IT Hardware

Company (Ticker) Rating (As Of) Price* (07/22/2026)             

Erik W Woodring

Apple, Inc. (AAPL.O)                 O                     (05/26/2009)                   $325.89

CDW Corporation (CDW.O)                 O                     (06/23/2026)                   $129.83

Cricut Inc (CRCT.O)                 U                     (08/12/2021)                   $4.45

Dell Technologies Inc. (DELL.N)                 E                     (06/01/2026)                   $441.80

Everpure, Inc. (P.N)                 E                     (06/11/2024)                   $74.58

Garmin Ltd (GRMN.N)                 E                     (02/18/2026)                   $240.51

GoPro Inc (GPRO.O)                 U                     (12/12/2023)                   $0.74

Hewlett Packard Enterprise (HPE.N)                 E                     (11/16/2025)                   $48.13

HP Inc. (HPQ.N)                 U                     (11/16/2025)                   $25.10

IBM (IBM.N)                 E                     (01/18/2023)                   $205.77

Ingram Micro (INGM.N)                 E                     (06/11/2025)                   $29.90

Kornit Digital Ltd. (KRNT.O)                 E                     (11/06/2025)                   $15.25

Logitech International SA (LOGI.O)                 U                     (01/20/2026)                   $104.42

NetApp Inc (NTAP.O)                 U                     (01/20/2026)                   $166.54

Resideo Technologies Inc (REZI.N)                 O                     (08/11/2025)                   $34.09

Seagate Technology (STX.O)                 O                     (03/26/2024)                   $908.10

SmartRent, Inc. (SMRT.N)                 ++ $0.97

Sonos Inc. (SONO.O)                 E                     (11/06/2025)                   $14.66

TD Synnex Corporation (SNX.N)                 O                     (06/11/2025)                   $252.68

Teradata (TDC.N)                 O                     (04/08/2025)                   $28.09

Western Digital (WDC.O)                 O                     (04/16/2025)                   $556.67

Sanjit K Singh

Nutanix Inc (NTNX.O)                 E                     (01/12/2026)                   $53.36

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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