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Background 

Today, Apple Inc. is a world leader in consumer electronics, computer hardware and 

software and digital distribution of content.  Although this company is the leader of its industry 

today, it was not always this way.  Apple was founded by the following three entrepreneurs: 

Steve Jobs, Steve Wozniak and Ronald Wayne and their first product, the Apple I, was created in 

the garage of Steve Jobs’ parents.  It was not until after the creation of the iPod and the iPhone, 

in the early 2000’s, was Apple beginning to find financial success.  Apple has since expanded to 

become a worldwide recognizable brand due to their attention to product simplicity, industry 

leading customer service, predicting customers’ needs and devotion to innovation.  This success 

is evidenced by Apple’s attainment of the position of number one public company in the world, 

ranked by the Financial Times Global 500 for the year 2012 with a market capitalization of 

$559,002.1 Million. Their former CEO, Steve Jobs, was a sizable cause of this success but with 

his untimely death, Apple was forced to find a new CEO and leader and that person is their 

former Senior Vice President of Worldwide Operations, Tim Cook. 

 The competitive landscape for Apple includes well known competitors such as Google 

and Microsoft and they all compete in the following industries. 

COMPETITIVE INDUSTRIES ENGAGED 

Hardware Software 

Consumer Electronics Digital Distribution 

Computer Operating Systems Mobile Operating Systems 

 

 These markets and especially the consumer electronics and digital content distribution 

markets have gone through revolutionary changes in the past ten years.  These changes were 

caused by Apple creating their market disrupting technologies which included the iPod, iPhone 

and iTunes.  When put together these new ideas effectively changed the way people use the 

internet and buy, store and use digital content.  With their rapid acceptance these products 

proved to be highly profitable endeavors for Apple.  In a short amount of time they had 

experienced superior financial returns for their efforts. 

 Today, the competitive industry of consumer electronics which drives all of the other 

industries engaged by Apple has once again begun another change. This change has been 

established by Apple’s creation of their iPad tablet which was designed specifically around the 

users’ needs.  With the help of highly accessible and widespread wireless internet networks and 

mobile data networks, the iPad has transformed the consumer electronics purchasing trend.  This 

new consumer trend includes a significant reduction in the demand for traditional computers and 

laptops which materializes into a sharp increase in demand for tablets, specifically the iPad. The 

customers have shown demand and acceptance of these products due to their simplicity, mobility 
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and reduction in size and Apple has positioned itself to harvest the profits by supplying the 

market with their wildly popular iPad product lineup.  

 Even with these other players competing with Apple for market share, as of year-end 

2012: Apple reported net income of $41,747.00 Million while Google and Microsoft reported 

$10,737.00 Million and $15,459.00 Million respectively.  Apple’s concentration on their 

customer first strategy has translated into superior profitability and above average returns 

compared to the competitions’ investment instruments of similar risk. These above average 

returns and the financial analysis behind Apple’s success will be discussed in the next section 

with comparisons to the aforementioned competitors.  

Valuation 

From 2010 

to 2012, 

Apple’s 

stock 

clearly out 

performed 

Microsoft 

& Google. 

For the 

three year 

period 

Apple returned 179.54% compared to Google’s 33.48% and Microsoft’s 2.12%.  Apple’s equity 

had a parabolic move during this time period easily beating their peers do to their release of the 

iPad and their continued growth of iPhone sales.  

 

When discussing dividends it is 

important to note that Google does 

not pay a dividend on common 

stock and Apple did not until year 

2012 while Microsoft has always 

been paying dividends.  Steve Jobs 

the former CEO of Apple was 

against paying dividends and it 

was not until after his death that 

Apple began paying a dividend.  

With varying situations of all three 
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companies from: a zero dividend policy to consistent dividend policy and then to a one time 

dividend; extrapolating conclusions on trend or growth of dividends is impossible at this time.  

However, it can be noticed that Microsoft has been paying a consistent dividend that has grown 

over the three years by 50.91%. 

Net Sales for Apple in 2010 were 

$40 billion, which was $20 billion 

less than Microsoft’s, but more 

than Google’s $29 billion. In 2011 

Microsoft’s net sales were $69.9 

billion, a YoY growth of 12%. 

While Apple still trailed Microsoft 

in Net Sales with $64.4 billion, but 

their Net Sales growth rate far 

exceeded Microsoft’s. Apple’s 

YoY growth rate was 62.9%. By 

2012 Apple was leading both Google and Microsoft in Net Sales with $87.846 billion in sales. 

That is a YoY growth rate of 36.3% compared to Microsoft’s YoY growth rate of just 5.40%. 

Apple clearly has the Net Sales growth momentum. 

 

From 2010 to 2012, Microsoft’s 

EPS actually decreased 5.16%, 

Google’s EPS increased 24.8% 

and Apple’s EPS grew at an 

astounding rate of 189.68%. It is 

clear from their EPS growth rates 

that the technology space is 

shifting with new innovations. 

When looking at Microsoft’s trend 

of minimum to negative growth in 

2012, it shows that they are 

becoming more of a utility rather 

than a growing technology company.  
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Net Income 

Apple and Google trade at a higher 

P/E ratio compared to Microsoft 

especially in 2010 & 2011. This is 

because their growth rates are not 

being taken into consideration. If 

the three of them were compared 

using a PEG ratio, which includes 

their growth rates, Apple & 

Google would both be trading at a 

more favorable ratio. P/E ratio 

does truly show which company is 

a better investment.  

Net income growth is an 

important factor for stockholders 

because the bottom line is what 

affects the stockholders wealth.  

Apple experienced 197% net 

income growth over the three 

years and this is why their share 

price has increased the way it has.  

Google experienced minimum 

growth in net income while 

Microsoft experienced a decline.   

 

 

Google’s book value per share 

increased 51% from 2010 to 2012. 

Microsoft’s grew at 48.60% just 

behind Google’s growth rate. 

Apple’s absolute value is less than 

Google’s but their book value 

grew at a faster rate; which is 

141.20% in the three-year period. 

Demand for Apple’s products let 

them gain market share and helped 

them increase shareholder’s equity 

1.5 times in just three years.  

0.00

5.00

10.00

15.00

20.00

25.00

2010 2011 2012

AAPL 20.69 14.23 11.85

GOOG 22.25 21.41 21.56

MSFT 12.31 9.17 13.11

P/E Ratio 

0

50

100

150

200

250

2010 2011 2012

AAPL 52.18 82.45 125.86

GOOG 143.92 178.97 217.33

MSFT 5.33 6.82 7.92

Book Value Per Share 



FINANCIAL STATEMENTS AND ANALYSIS:  APPLE INC., GOOGLE INC., MICROSOFT CORP.   

 

5 | P a g e  
 

 

Leverage  

Apple’s debt ratio which is total 

liabilities divided by total assets 

can be a misleading name for this 

ratio.  The reason is that Apple has 

maintained a zero debt policy but 

yet they do have long term 

liabilities that are not debt funded.  

With this being said, Apple sits 

between its competitors with this 

ratio ranging from 36.43%-32.86% 

over the last three years and has 

shown a trend of marginal reduction in this ratio.  Microsoft has continued to have the largest 

debt ratio and Google has kept the best debt ratio but has shown an increase over the three years 

from roughly 20.07% to 23.54%.  Microsoft is the most leveraged company with 45.28% of long 

term assets being long term liabilities.   

 

Liquidity 

 Google has the best current ratio 

of the three competing enterprises 

with a 4.22.  Apple has 

experienced a decrease of 25% in 

this ratio ending at 1.5 for year 

2012, Microsoft has developed an 

increase of 22.5% ending at 2.6 

and Google has established an 

increase of 1.42% but also had a 

large spike in year 2011. At the 

end of the three year period, 

Google and Microsoft showed 

positive trend in current ratio growth and improving their market liquidity.  These greater and 

smaller ratios may be indicative of inefficiency or efficiency of asset control and should be 

looked at with the efficiency ratios to better understand each company’s situation. 
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The acid test is a short term 

liquidity test on the financial 

statements that is more rigorous 

than the current ratio since it 

excludes inventory which can 

overstate true liquidity.  It was 

found that Google has the greatest 

short term liquidity measure with a 

3.95 in 2012 and Microsoft reports 

the lowest at 2.41.  Both Apple 

and Google are trending 

downward while Microsoft has been trending upward. 

Profitability 

In 2010 Microsoft earned the best 

return on their assets with a ROA 

of 22.8%, Apple was right behind 

them with 21.78% and Google had 

the lowest with 17.30%. Microsoft 

had a slight increase on ROA in 

2011 but in 2012, their ROA 

experienced a sharp decline down 

to 14.72%. From 2011 to 2012, 

their ROA declined 38.07% in just 

one year. Google had declining 

ROA in all three years. Apple was 

the only company to increase ROA in all three years.  

Microsoft had a large decrease on 

ROE. It was not due to a 

macroeconomic event because 

Apple and Google did not see the 

same decreases. Google only had 

slight decline in ROE and Apple 

continued to increase their ROE 

even if it was at a marginal rate.   
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Efficiency 

The asset turnover ratio has found 

Apple to be the best of the group 

with a 1.05 in year 2012.  Google 

has remained unchanged, Apple 

has grown by 4% and Microsoft 

has fallen 15.8%.  This ratio test 

shows that Apple is creating 64% 

more sales per asset than Microsoft 

and 75% more sales per asset than 

Google.  As discussed earlier, 

Apple’s smaller current ratio may 

be lower because their assets are 64% more efficient than the competitors thus needing fewer 

assets to accomplish their outstanding sales level. 

 

Inventory turnover is a mark of a 

company with strong sales and as 

mentioned previously, Apple has 

seen tremendous sales with their 

popular product releases.  Their 

strong sales can be seen by the 

growth of their inventory turnover 

ratio which for the three year 

period has been 53%.  In 

juxtaposition Microsoft has 

realized a 17.8% reduction in 

inventory turnover which alludes to poor sales and thus excess inventory.  Since Google has only 

reported inventory for year 2012 it is difficult to make any assessments on their inventory 

turnover ratio at this time.   
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Accounts receivable turnover ratio 

indicates the speed at which an 

enterprise is able to convert sales 

into cash through their collections 

process.  Apple is once again the 

most efficient by having an A/R 

turns ratio of 10.13.  Apple was the 

only company in our report to 

increase their A/R turns ratio over 

the three periods while the others 

have experienced declines in this 

ratio.  As of year 2012, when A/R turns is converted into average collection period in days: 

Apple collects every 36 days, Google collects every 53.8 days and Microsoft collects every 

76.36 days.   

The sales per employee ratio is 

another efficiency indicator and as 

of year 2012, Apple is making 

$1.2 million in sales per employee 

while Google makes $931,000 and 

Microsoft makes $784,000.  

Through this three year time 

period all of the companies have 

increased their sales per employee 

but Apple has the largest increase 

at 122%.   

 

For the three-year period, Apple 

has had an Asset Turnover ratio of 

around one.  They have led 

Google and Microsoft by 30 to 40 

basis points for all three years. 

Apple continues to produce the 

highest revenue per assets 

compared to Google and 

Microsoft.    
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Closing Statements 

 

 Apple Inc. has had an unbelievable three years from 2010-2012. Their stock price 

increased over 100% during the period. Apple grew net sales and net income by 122% and 197% 

respectively, leading Google and Microsoft by a large margin. This growth was due to their 

popular iPhone and the release of the first touch screen tablet the iPad.  

 Apple’s ecosystem is a big contributor to their success too. All Apple’s products interact 

with each other very smoothly. For example, if a song is bought on an iMac it will automatically 

show up on an iPhone or iPad. Because of this ecosystem people normally add another Apple 

product after purchasing their first one. It also increases the consumers switching costs from 

Apple’s iPhone to Google’s Android or Microsoft’s Windows phone because their competitors' 

phones will not sync with their iMac, iPad or MacBook; seamlessly like an iPhone would.  

 It will be very hard for Apple to continue to grow at this rate. The technology sector is 

driven by product innovation. History has shown that companies can dominant for some time but 

it is almost impossible to constantly produce the most popular product. Take a look at Sony 

which in the 1980’s were the only major player in their field, but now they struggle to stay 

solvent.  

 Google has been coming on strong and leads the smart phone industry for the amount of 

total phones sold. Part of this is due to their plan to license their Android OS System to many 

different hardware makers like Samsung, HTC, LG, and many others. Internet search is Google’s 

big driver for revenues, but Android OS is contributing more each year.  

Microsoft continues to have reoccurring revenue from their popular Office Suite and 

Windows OS, but have not been able to gain any share in the smart phone and tablet market. 

Their lack of innovation is hurting their bottom line. Over the last three years their growth has 

been flat to down in almost every financial ratio.  

Apple has a lot of work ahead of them if they want to keep their large popularity and 

earnings growth. Google is gaining share with their Android OS especially with their Samsung 

partnership.  Apple has to continue to innovate and release products that the consumer does not 

know that they want yet, much like they did with the iPod, iPhone, and iPad. If Apple is able to 

enter into the TV space, like it is rumored to, they should be able to keep their earnings 

momentum. Apple will continue to be a leader in the technology space but will need new popular 

products if they want to continue to be the leader.  

 


