The two companies considered for analysis are Apple and Dell both US based and in the technology business. This report has three parts: (a) Analysis of Apple (b) Analysis of Dell (c) Investment Decision  Analysis

Company Overviews - Conduct research and describe the companies, their( operations, locations, markets, and lines of business. Collect financial statements for the past three (3) years, fiscal or calendar (please insert these in an appendix to your paper). These financial statements must include at least the income statement and the balance sheet.

APPLE

1. The company 

Apple Inc. and its wholly-owned subsidiaries (collectively “Apple” or the “Company”) is a Cupertino-based California corporation founded in 1977. 

Apple Inc. designs, manufactures and markets a range of personal computers, mobile communication and media devices, and portable digital music players, and also sells a variety of related software, services, peripherals, networking solutions, and third-party digital content and applications. The Company’s fiscal year is the 52 or 53-week period that ends on the last Saturday of September. (1)
2. Apple’s products / lines of business 

Apple’s products cover personal computing, mobile communication, media devices, portable digital music players, as well as a variety of related software, services, peripherals, networking solutions, and various third-party hardware and software products. The Company’s products and services include Macintosh (“Mac”) computers, iPhone, iPad, iPod, Apple TV, Xserve, a portfolio of consumer and professional software applications, the Mac OS X and iOS operating systems, third-party digital content and applications through the iTunes Store, and a variety of accessory, service and support offerings. The Company also offers its own software products, including Mac OS® X, proprietary operating system software for the Macintosh® (“Mac”); iOS, Apple mobile operating system; server software and application software for consumer, education, and business customers (1). 

3. Apple’s Markets
The Company manages its business primarily on a geographic basis. The Company’s operates in the Americas, Europe, Japan, Asia-Pacific and Retail operations. The Americas segment includes both North and South America. The Europe segment includes European countries, as well as the Middle East and Africa. The Asia-Pacific segment includes Australia and Asian 32 countries, other than Japan. The Retail segment operates Apple retail stores in 11 countries. Each reportable operating segment provides similar hardware and software products and similar services. 
Americas

During 2011, net sales in the Americas segment increased by 56% compared to 2010. The primary contributors to the growth in net sales in 2011 and in 2010 was due to significant year-over-year increase in iPhone revenue, strong demand for iPhone 4 and increased sales of iPad and Macs, partially offset by a decrease in iPod net sales. During 2010, net sales in the Americas segment increased by 29% compared to 2009. The Americas segment represented 35%, 37% and 44% of the Company’s total net sales in 2011, 2010 and 2009, respectively. The contribution from Americas’ segment reflects reduced exposure to a geography and is to be seen as de-risking from revenue point of view. Apple has been able to demonstrate its market leadership through consistent product innovations
· Europe

For 2011, net sales in the Europe segment increased by 49%, compared to 2010. The increase in net sales during 2011 and 2010 can be attributed primarily to the continued year-over-year increase in iPhone revenue, strong demand for iPhone 4, and increased sales of iPad and Macs. The Europe segment represented 26%, 29% and 28% of total net sales for 2011, 2010 and 2009 respectively. During 2010, net sales in Europe increased by 58% compared to 2009. Contribution from Europe and Americas has declined during 2009-2011 reflecting de-risking through diversification to emerging markets. 
· Japan

Japan’s net sales increased 37% during 2011 compared to 2010. The key contributors to Japan’s net sales growth were increased iPhone revenue, strong sales of iPad, increased sales of Macs, and strength in the Japanese Yen relative to the U.S. dollar. The Japan segment represented 5% and 6% of total net sales for 2011 and 2010, respectively. The recent earthquakes and tsunami that struck the northeast coast of Japan have created uncertainty regarding general economic and market conditions in Japan. During 2010, Japan’s net sales increased $1.7 billion or 75% compared to 2009. Growth in Japan sales as well as its fall in market share to Asia Pacific, to total sales is to be seen as diversifying risk. The impact of Tsunami is to be seen as a temporary setback and not an enduring negative. The impact of exchange rate also need to be recognised as a temporal benefit and need to be discounted from a long term benefit point of view.
· Asia-Pacific

Net sales in the Asia Pacific segment increased $14.3 billion or 174% during 2011 compared to 2010. This was mainly due to strong year-over-year net sales growth in iPhone revenue primarily attributable to the strong demand for iPhone 4 and carrier expansion, strong sales of iPad, and increased sales of Macs in the Asia Pacific segment during 2011, especially in Greater China, which includes Hong Kong and Taiwan. The Asia Pacific segment represented 21%, 13%  and 7% of total net sales in 2011, 2010 and 2009 respectively. Net sales in Asia-Pacific increased $5.1 billion or 160% during 2010 compared to 2009. Growth in Asia Pacific is to be seen as a positive for the company since the APAC is to be seen as more stable in the present and near foreseeable future compared to the Americas, Europe and even Japan. Establishing a foot hold in the emerging economies to be seen as auguring well for the company in the long term 
· Retail

Retail segment net sales increased by 44% during 2011 compared to 2010. The increase in net sales was driven primarily by strong demand for iPad, higher sales of Macs, and an increase in iPhone revenue. Apple opened 40 new retail stores during 2011 and 44 in 2010. During 2011, the Company had an average of 326 stores compared to 288 during 2010. 
Average revenue per store increased 27% to $43.3 million in 2011 compared to $34.1 million in 2010 and $26.2 million in 2009. Retail segment represented 13%, 15%  and 16% of total net sales in 2011, 2010 and 2009 respectively. Retail net sales increased by 47% during 2010 compared to 2009. In 2010 Apple had 317 stores compared to 273 at the end of 2009. 
The Retail segment reported operating income of $3.3 billion during 2011 compared to $2.4 billion during 2010. The year-over-year increase in Retail operating income was primarily attributable to higher overall net sales that resulted in significantly higher average revenue per store during 2011 compared to 2010. The Retail segment reported operating income of $1.7 billion during 2009. Though retail represents a lower % of overall sales, its overall and per store growth as well as the growth in no. of retail stores is a great positive for Apple. With expanding no. of retail stores, this segment is expected to take off and contribute to top and bottom lines. (1)
4. Sales

Fiscal years 2011, 2010 and 2009 each spanned 52 weeks. The increasing overall growth rate from 52% in 2010 to 66% during 2011 coupled with consistent dramatic three digit growth rate in APAC is highly creditable and is to be seen as a definite positive for investors. The following table summarizes net sales by operating segment during the three years ended September 24, 2011 (in millions, except unit sales in thousands and per unit amounts):
	Sl. No.
	Net sales (in $)
	2011
	Change
	2010
	Change
	2009

	1.     
	Americas
	38,315
	56%
	24,498
	29%
	18,981

	2.     
	 Europe 
	27,778
	49%
	18,692
	58%
	11,810

	3.     
	Japan
	5,437
	37%
	3,981
	75%
	2,279

	4.     
	Asia-Pacific
	22,592
	174%
	8,256
	160%
	3,179

	5.     
	Retail
	14,127
	44%
	9,798
	47%
	6,656

	6.     
	Total
	1,08,249
	66%
	65,225
	52%
	42,905
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                  Series 1 : 2011, Series 2 : 2010, Series 3 : 2009
Product wise sales during Fiscal Year 2011 and 2010

Net sales during 2011 increased $43.0 billion or 66% compared to 2010. The table below gives details of product wise sales during 2009, 2010 and 2011 
	Sl. No.
	Net sales (in $)
	2011
	Change
	2010
	Change
	2009

	1
	Desktops
	6,439
	4%
	6,201
	43%
	4,324

	2
	Portables (b) 
	15,344
	36%
	11,278
	18%
	9,535

	3
	Total Mac net sales 
	21,783
	25%
	17,479
	26%
	13,859

	4
	iPod  
	7,453
	-10%
	8,274
	2%
	8,091

	5
	Other music related products and services (c) 
	6,314
	28%
	4,948
	23%
	4,036

	6
	iPhone and related products and services (d)
	47,057
	87%
	25,179
	93%
	13,033

	7
	iPad and related products and services (e) 
	20,358
	311%
	4,958
	NM
	0

	8
	Peripherals and other hardware (f)
	2, 330
	28%
	1, 814
	23%
	1, 475

	9
	Software, service and other sales (g)
	2, 954
	15%
	2,573
	7%
	2,411

	10
	Total net sales 
	1, 08, 249
	66%
	65, 225
	5%
	42, 905


Factors that contributed to increase in sales include the following:
Net sales of iPhone and related products and services were $47.1 billion in 2011, representing an increase of $21.9 billion or 87% compared to 2010. iPhone handset unit sales totalled 72.3 million during 2011, representing an increase of 32.3 million units or 81% compared to 2010. The higher increase in sales value compared to number of units sold reflects Apple’s pricing power in its market. Apple is a clear case of a company on a consistent path of innovation and new products contribution increasingly growing. iPhone year over-year net sales growth reflected strong demand for iPhone 4 in all of the Company’s operating segments. 
Net sales of iPad and related products and services, which the Company introduced in the third quarter of 2010, were $20.4 billion in 2011, representing an increase of $15.4 billion or 311% compared to 2010. Unit sales of iPad were 32.4 million during 2011, an increase of 334% from 2010. The year over-year unit growth and net sales growth were driven by strong iPad demand in all of the Company’s operating segments.
Mac net sales were $21.8 billion in 2011, representing an increase of $4.3 billion or 25% compared to 2010. Mac unit sales increased by 3.1 million or 22% in 2011 compared to 2010. The year-over-year growth in Mac net sales and unit sales was due primarily to higher demand in all of the Company’s operating segments for MacBook Air and MacBook Pro. The year-over-year revenue growth for portables and desktops was 36% and 4%, respectively. Net sales of the Company’s Macs accounted for 20% of the Company’s total net sales for 2011.

Net sales of other music related products and services were $6.3 billion in 2011, representing an increase of $1.4 billion or 28% compared to 2010. The increase was due primarily to increased net sales from the iTunes Store, which was largely driven by App Store expansion into new countries that contributed to strong growth in all of the Company’s geographic segments. Net sales of other music related products and services accounted for 6% of the Company’s total net sales for 2011. 
Fiscal Year 2010 versus 2009

Net sales during 2010 increased 52% compared to 2009. 
Net sales of iPhone and related products and services were $25.2 billion in 2010 representing an increase of 93% compared to 2009. Year-over-year growth of iPhone was attributable primarily to continued growth from existing carriers, expanded distribution with new international carriers and resellers, and strong demand for iPhone 4, which was released in the U.S. in June 2010 and in many other countries over the remainder of 2010. 
Net sales of iPad and related products and services were $5.0 billion and unit sales of iPad were 7.5 million during 2010. Net sales of iPad and related products and services accounted for 8% of the Company’s total net sales for 2010, reflecting the strong demand for iPad during the five months following its release.

Mac net sales increased by $3.6 billion or 26% in 2010 compared to 2009, and Mac unit sales increased by 3.3 million or 31% in 2010 compared to 2009. During 2010, net sales and unit sales of the Company’s Mac portable systems increased by 18% and 25%, respectively, primarily attributable to strong demand for MacBook Pro, which was updated in April 2010. 
Net sales of other music related products and services increased $912 million or 23% during 2010 compared to 2009. This increase was due primarily to growth of the iTunes Store which generated total net sales of $4.1 billion for 2010. The results of the iTunes Store reflect growth of the iTunes App Store, continued growth in the installed base of iPhone, iPad, and iPod customers, and the expansion of third-party audio and video content available for sale and rent via the iTunes Store. 
Net sales of iPods increased $183 million or 2% during 2010, while iPod unit sales declined by 7% during 2010 compared to 2009. Net sales per iPod unit sold increased by 10% to $164 in 2010 compared to 2009, due to a shift in product mix toward iPod touch. Net sales of iPods accounted for 13% of the Company’s total net sales for 2010 compared to 19% in 2009. (1)
5. Stock performance 

Apple’s stock performance has shown consistent growth compared to its peer Dell and also composite stock indices such as S&P, Nasdaq and Dow, even during periods of relative slowdowns. This reflects the stock’s enduring value to long term investors
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COMPARISON OF SHARE PRICE INDEX AND VOLUMES OF APPLE, DELL, S&P 500, DOW, NASDAQ FOR LAST 5 YEARS (2)
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APPLE INC. One Year Change: +3,559.15%
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08/01/11 Open: $335.95 High: $404.50 Low: $334.20 Close: $390.48 Volume: 380,519,982 (3)

A stock's CAPS rating indicate the stock's potential to outperform the S&P 500 as decided by the community. Five-star stocks are the highest-rated stocks in CAPS. Most CAPS players feel that these stocks will outperform the S&P 500 in the future. One-star stocks are the lowest-rated stocks in CAPS. Most CAPS players feel that these stocks will underperform the S&P 500 in the future. All stocks in CAPS are ranked against one another. So, you may see some stocks with a large bullish sentiment that are only three-star stocks. What this means is simply that there are many stocks that the CAPS community is even more bullish about. (4)
Compared to Dell which is CAPS rated two star, Apples three star rating is a clear indicator of investor perception of its intrinsic value
6. Financial analysis

The financial analysis of Apple and Dell are discussed in detail in the excel file attached. 
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DELL
1. The company
Dell founded in 1984 by Michael Dell as Dell Inc. is an American multinational information technology corporation based in Texas, which develops, sells and supports computers and related products and services. Dell Inc. provides integrated solutions in the information technology (IT) industry worldwide, focusing on long-term value creation through customized solutions to make technology more efficient, more accessible, and easier to use. Dell’s operates through its four global business segments: Large Enterprise, Public, Small and Medium Business ("SMB"), and Consumer. The Large Enterprise, Public, and SMB segments as termed "Commercial".  Dell’s globally organized business units reflect the impact of globalization on its customer base. 

A key component of Dell’s business strategy is to continue shifting its portfolio to products and services, that provide higher-margin and recurring revenue streams over time. As part of this strategy, Dell emphasizes expansion of its enterprise solutions and services. Dell groups its services with similar demand, economic and delivery profiles into three categories: transactional; outsourcing; and project-based. Dell’s enterprise products include servers, networking, and storage products. Growth of Dell’s enterprise solutions and services business has contributed to improvements in its operating margins. (1)

2. Dell’s line of business
Dell offers range of technology product categories such as mobility products, desktop personal computers (PCs), software and peripherals, servers and networking products, storage and services. Dell’s services include a range of configurable information technology and business services, including infrastructure technology, consulting and applications, and product-related support services. Dell designs, develops, manufactures, markets, sells, and supports mobility products, including laptops, net-books, tablets, and smart-phones; desktops PCs; and servers and networking products. Dell offers storage solutions comprising storage area networks, network-attached storage, direct-attached storage, disk and tape backup systems, and removable disk backup and also third-party software products consisting of operating systems, business and office applications, anti-virus and related security software, and entertainment software; and peripherals, such as printers, televisions, notebook accessories, mice, keyboards, networking and wireless products, and digital cameras. (2)

During the fiscal year ended January 28, 2011, it completed five acquisitions. In February 2011, Dell acquired Compellent Technologies, Inc. In August 2011, the Company acquired Force10 Networks.
3. Dell’s target market
Dell operates in the commercial and consumer market through its 49 regional offices around the world covering all the continents, categorised into three regional areas, the Asia – Pacific and Japan, Europe, Middle east and Africa, and America.  (3)
4. Operational highlights for the fiscal year 2011

· Fiscal year 2011 ended with record-breaking revenue in five years. Revenue grew 16 percent to $61.5 billion, marking the largest single-year dollar increase in the company’s history. 
· GAAP operating income grew 58 percent to $3.4 billion, or 5.6 percent of revenue, and non-GAAP operating income grew 40 percent to $4.1 billion, or 6.7 percent of revenue. Cash flow from operations was $4.0 billion, and ended the year with $15.1 billion in cash and investments. Higher increase in operating income over revenues reflects Dell’s pricing power in a growing market, despite the macroeconomic slowdowns in some parts of the world

· Developed key solutions to address data management and security, the changing landscape of end user devices, and critical IT services, like cloud, to stitch together a powerful IT infrastructure that enables customers to do and achieve more. (4). Higher pricing power could be attributed to the continuous innovations and new products driving revenues.

5. Dells’ stock price movement

On a comparative scale Dell’s stock has performed below S&P from January 2007 till now. While S&P has fallen about 17% during the period Dell has fallen more than 42%. This is reflected in CAPS rating of 2 stars for Dell. See charts below
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Comparison of stock price index of Dell and S&P 500 for last 5 years (5)
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COMPARISON OF APPLE, DELL, S&P 500, DOW, NASDAQ FOR LAST 5 YEARS (7)
Dell’s peer, Apple’s share price has increased by 300% during the same period. 

6. Financial analysis
The financial analysis of Apple and Dell are discussed in detail in the excel file attached (8).
7. Revenue 
Fiscal 2011 compared to Fiscal 2010 

· Product Revenue 
Product revenue increased year-over-year by 14% for Fiscal 2011. This increase in product revenue is primarily attributed to improved customer demand from commercial customers as a result of increased global IT spending across all product categories as well as a shift in product mix to higher priced products. 
· Services Revenue, including software related 
Services revenue, including software related increased year-over-year by 25% for Fiscal 2011. Dell’s services revenue performance is credited to a 36% year-over-year increase in services revenue and an increase of 7% in software related services revenue during Fiscal 2011. The increase in services revenue was derived from the acquisition of Perot Systems in the fourth quarter of Fiscal 2010, and integrated into its Public and Large Enterprise segments. 
During Fiscal 2011, revenue from the U.S. increased 14% to $31.9 billion and represented 52% of total net revenue. Revenue from outside the U.S. increased 19% to $29.6 billion and represented 48% of total net revenue. Revenue from Brazil, Russia, India, and China (BRIC), increased 38% year-over-year, on a combined basis. Total revenue from BRIC has been increasing sequentially since the fourth quarter of Fiscal 2009 and represented 12.3% of our total net revenue for Fiscal 2011 compared to 10.5% in the 2010. 
Fiscal 2010 compared to Fiscal 2009 

· Product Revenue 
Product revenue and unit shipments decreased year-over-year by 17% and 6%, respectively, for Fiscal 2010. 
· Services Revenue, including software related 
Services revenue, including software related increased year-over-year by 5% during Fiscal 2010. The acquisition of Perot Systems gave a major boost in services revenue, which contributed $588 million in services revenue during the fourth quarter of Fiscal 2010. Revenue outside the U.S. represented approximately 47% of net revenue for Fiscal 2010. At a consolidated level, BRIC revenue increased 4% during Fiscal 2010 (9).
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INVESTMENT DECISION ANALYAIS
1. Vulnerability of the company to external forces such as recession, higher interest rates, and global competition.

· Apple is unlikely to be vulnerable to external forces like interest rates as Apple is a zero debt company and also Apples customers are also unlikely to be affected, as the product purchase  is not a high debt driven transaction for its consumers

· Recession can marginally affect the market for the product since there will be less money in the hands of its customers to spend on Apple products.
· Competition for Apple appears to be muted as Apple has driving the technology space. However, in a high tech business competition from invisible and unknown sources cannot be ruled out, though Apple has a track record of raising the bar for itself. 

2. Financial Performance - Based on the financial trends of the company, predict how these trends will impact financial performance in future periods. Explain your rationale for this prediction.

As seen above and in the interpretation of financial analysis in the Excel file, Apple’s current financials are very sound with great leverage for growth, being a zero debt company even maintaining adequate RoE and Profitability. Future financial performance is expected to be at least same as or better than now.

3. Given the performance of the stock in the periods presented on the company Â’s financial statements, discuss how the stock is likely to perform in the future, what type of investor would be drawn to this stock, and make a recommendation to management to improve stock performance.

Apple’s stock has performed consistently better than its competitor in the same business as well as the broader stock indices such as S&P, Nasdaq and Dow even during periods of economic slowdown during 2007-2011, as seen above (APPLE) under detailed  analysis.
Apple’s management can focus on its current assets management that will improve its bottom further. Also Apple can focus on exploitation of its total assets, in line with its turnover.

Apple can also leverage its high debt raising ability selectively exploiting low debt regime in the market to aid in its growth
4.  Recommendations - State and support your opinion of each company Â’s common stock as an investment opportunity. Assume that you can choose only one (1) of these companies. State your choice and provide a solid defence for the company that you would choose.

Comparing the two companies Apple and Dell’s business performance as well as stock market performance, Apple stands way ahead of Dell from an investment perspective for the following reasons
· Apple is a more innovation driven; growth oriented and strategically market diversified company, recognising the long term need for risk mitigation and opportunity exploitation in emerging markets

· Apple works on building and retaining its identity through its Apple stores for strategic brand building and expansion

· Apple is a zero debt company with great growth leverage 

· Apples EPS, RoE as well as other financial performance parameters are way ahead of Dell

· So is Apples stock market performance as well as investor perception

· Apple builds on its assets – intellectual as well as technology and can be expected to continue its leadership momentum 

· The only transient negative for Apple is the recent untimely demise of its iconic founder and CEO Steve Jobs, which can cast a shadow on the company. However we believe this transition from Jobs to his successor has been planned and therefore the vulnerability would be more of investor sentiment that based on substance

· Compared to Apple, Dell is more vulnerable to economic slowdown in its major market the US, compared to Apple which has been consistently shifting to the emerging growth markets with a futuristic perspective. Thus Apple can be inferred to be more diversified in to growing markets and less vulnerable to economic shocks in primary market geographies such as the US and Europe
· Embedded below is the Excel file analysing the financial performance of Apple and Dell during 2009-2011
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