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Executive Summary

Apple is an improving, exceptionally high-quality compounder whose prospective return is
constrained less by franchise strength than by the expectations embedded in its share price. The
evidence no longer supports the simple claim that Apple has missed artificial intelligence or become
trapped in mature growth. It also does not yet prove that Al and the next hardware cycle can earn
the economics required by the current valuation.

Trailing-twelve-month revenue reached approximately $466.8 billion, 12.2% above FY2025, while
operating profit, net income and free cash flow advanced together. Services reached approximately
$120.5 billion, the active installed base exceeded 2.5 billion devices and Greater China returned to
growth. Free cash flow reached approximately $136.7 billion, R&D intensity increased to 9.2% of
revenue and the balance sheet rebuilt to roughly $62.2 billion of net cash. This is broad
reacceleration rather than a single-product bounce, although the latest gross margin benefited from
an approximately two-percentage-point tariff refund and should be normalised accordingly.

Apple’s Al position is better understood as a distribution and integration thesis than a model-
leadership thesis. Custom silicon, privacy architecture, personal context, operating-system control
and an installed base measured in billions provide a credible route to value even if Apple never
leads the frontier-model race. Siri Al and the next generation of Apple Intelligence have moved
from a vague roadmap toward defined product and developer testing. What remains unproven is the
economic bridge from capability to adoption, engagement, replacement demand, Services revenue
and incremental profit.

The iPhone Duo creates a parallel test. A differentiated form factor, A20 Pro silicon, redesigned
software and Al integration fit Apple’s established fast-follower playbook. The product may expand
the premium smartphone market or deepen ecosystem engagement, but at the evidence cut it
remained pre-commercial. Sales, gross margin, durability, return rates, cannibalisation and upgrade
behaviour therefore remain hypotheses rather than evidence.

Apple remains in a primary uptrend, leads the S&P 500 on the supplied relative series and has
recovered against several mega-cap peers. It continues to lag Nvidia over the long comparison and
remains weak relative to the semiconductor complex, which distinguishes ecosystem strength from
direct Al infrastructure leadership. Liquidity is supportive, financial conditions are loose and credit
spreads are tight. Those conditions validate risk appetite, but a roughly 5.0% ten-year Treasury
yield keeps the valuation hurdle high.

Apple traded near 38.5 times trailing earnings, 36.2 times forward earnings, 10.6 times sales and
36.2 times free cash flow. Its earnings yield of approximately 2.6% sat below the ten-year Treasury
yield. The agreement across several measures shows that the premium is broad rather than an
artefact of one denominator. Apple deserves a higher rating than a conventional hardware vendor,
but the current price already assumes durable growth, resilient margins and competent execution
through the Al and product transition.

The appropriate stance is constructive on the company and valuation-disciplined on the security.
Existing holders can remain aligned with the primary trend while monitoring operating, product and
macro thresholds. New capital should recognise that the evidence supports ownership quality more
clearly than entry urgency. Patience, staged exposure or a better valuation would improve the
margin of safety without requiring a negative view of the franchise.
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1 Investment Thesis and the Question That
Matters

Apple’s past is not the analytical question. This report tests whether the next phase of growth can
develop quickly and profitably enough to justify a valuation that already recognises much of the
company’s quality, resilience and strategic optionality.

From missed revolution to demanding proof period

The starting narrative was uncomfortable but plausible: Apple appeared late to generative Al,
dependent on a mature smartphone franchise and increasingly outpaced by companies building
models, cloud infrastructure and accelerators. The evidence weakens that narrative. Revenue and
cash flow have reaccelerated, Services continues to deepen the economics of the installed base,
China has improved, the balance sheet has strengthened and the market has rewarded the change.
Apple is not entering the Al era from weakness.

Yet the evidence also rejects the opposite shortcut. Distribution, silicon, privacy and ecosystem
control make Apple’s route credible; they do not automatically make it profitable. The market is
capitalising the possibility before adoption, monetisation and incremental margins are visible. Apple
therefore enters a demanding proof period in which execution must convert strategic advantages
into measurable economics.

The core thesis

The investment thesis rests on four connected propositions. First, Apple’s installed base and
Services layer have transformed the company from a product-cycle business into a recurring
ecosystem with unusually strong retention, cash conversion and pricing power. Second, the FY2026
operating acceleration shows that scale has not eliminated the capacity to grow. Third, Al and a
differentiated foldable device can renew engagement and replacement demand because Apple
controls the device, silicon, software and distribution layer. Fourth, the shares offer limited
protection if those propositions take longer to monetise than the valuation assumes.

Current evidence supports the first two propositions. The third is plausible and increasingly testable;
the fourth is visible across every principal valuation measure. The conclusion therefore depends on
measurable execution, not enthusiasm for the Al opportunity or reflexive scepticism about it.

A company thesis and a security thesis

Distinguishing the company from the security is essential. The company thesis asks whether the
franchise is strengthening, whether the ecosystem remains defensible and whether management can
translate new capabilities into durable cash flow. The security thesis asks what return remains after
recognising the price already paid for those qualities. Apple scores strongly on the first question.
The second requires more selectivity.

This distinction explains why supportive evidence can coexist with a disciplined stance. A premium
business can compound through an elevated multiple if earnings grow strongly and consistently. It
can also deliver modest returns if the business performs well but the multiple gradually normalises.
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The principal risk is not that Apple suddenly ceases to be exceptional. It is that ordinary execution
proves insufficient for an extraordinary price.

How the report tests the thesis

The report begins with Apple’s compounding history, price structure and embedded expectations. It
then tests whether current growth, Services economics, China, Al strategy and the next hardware
cycle can sustain the premium. Relative strength establishes how capital is voting against the
market and peers; cash generation and capital allocation show how operating success reaches each
remaining share. Leadership and macro conditions frame execution and valuation risk. The final
scenarios and monitoring framework identify the evidence that would strengthen, preserve or
weaken the thesis.

Across those tests, the hierarchy matters. Reported financial results and observable market
behaviour rank above management intention. Defined products and developer testing rank above
broad roadmap language. Forecasts remain conditional until adoption, revenue, margins and cash
flow confirm them. This approach allows the narrative to follow the evidence rather than requiring
the evidence to fit a prior view.

The investment conclusion in one sentence

Apple is a superior business with improving operating evidence and credible Al-era optionality, but
the shares require enough future success that valuation discipline remains part of the thesis rather
than an afterthought.

CCI View The full evidence register supports a constructive view of the company, but product
adoption and valuation remain conditional.
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2 The Compounding Machine

Apple’s long-term chart is not merely a record of rising prices. It is the market’s verdict on a
company that repeatedly converted technological change into a larger economic system.

The scale of the achievement

From the early personal-computing era to the present, Apple’s share-price history contains several
distinct corporate lives. There were periods when the company appeared strategically exhausted,
periods of near-terminal doubt, and periods when a new product platform reset the ceiling on its
addressable market. The enduring result was not a smooth ascent. It was a sequence of reinventions
in which each successful platform enlarged the base from which the next could be launched.

That distinction matters. A price chart can demonstrate the persistence of wealth creation, but it
cannot by itself explain it. Apple compounded because it moved from selling individual devices to
governing an integrated system of hardware, software, silicon, distribution and services. The iPod
widened the consumer franchise; the iPhone became the central computing device; the App Store
turned third-party innovation into ecosystem value; and custom silicon deepened control over
performance, cost and product design. The result was a business in which the installed base became
more valuable as it grew.

Apple price history 1981 to present
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Apple’s long-term price history records several distinct eras of reinvention rather than one
uninterrupted product cycle. The persistence of the advance reflects Apple’s repeated ability to
convert new technology platforms into larger ecosystem and cash-flow opportunities.
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The operating flywheel beneath the chart

The modern Apple model works as a flywheel. Premium devices bring users into the ecosystem. A
tightly integrated operating environment raises satisfaction and switching costs. The installed base
then supports recurring Services revenue, developer participation and higher lifetime value. Scale
funds research, retail reach, supply-chain investment and custom silicon, which in turn reinforce
product quality. Cash generated by that system is returned through repurchases, increasing each
remaining shareholder’s claim on the enterprise.

The latest evidence shows that this machine is still expanding. Apple reported more than 2.5 billion
active devices in early 2026. Services revenue reached approximately $120.5 billion on a trailing-
twelve-month basis through June, equal to 25.8% of group revenue. Reported gross margin rose to
48.7%, while free cash flow reached $136.7 billion, or 29.3% of revenue. These figures do not
prove that every part of the ecosystem is accelerating, but they do show that Apple is monetising a
larger installed base with unusually strong economics.

Per-share compounding has provided the second engine. Diluted shares are down approximately
33.7% from FY2016, meaning the operating result is divided among far fewer claims. This has
enhanced earnings per share and the value of the remaining ownership interest even when top-line
growth slowed. It is one reason Apple’s investment record cannot be understood from revenue
growth alone.

What history does not guarantee

The danger is to turn a remarkable history into a mechanical forecast. Apple is now operating from
a revenue base approaching half a trillion dollars, with a market valuation that already recognises its
quality. The next decade cannot simply repeat the percentage gains of the last. Scale raises the
absolute amount of growth required, regulation can weaken ecosystem economics, and repurchases
create less value when shares are bought at richer multiples.

The correct conclusion is therefore narrower and more useful. Apple has demonstrated an
exceptional capacity to reinvent its products while preserving a coherent ecosystem and formidable
cash engine. That earns the company the benefit of serious consideration when it enters a market
later than competitors. It does not exempt the current strategy from proof, nor does it make any
entry price sensible.
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Full-history logarithmic regression channel

Apple - Log Regression Channel
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Apple trades above the central path of its full-history regression channel, confirming the
exceptional strength of its long-term compounding record. It is elevated, but not at the most extreme
upper boundary reached during earlier periods of market enthusiasm.

CCI View Apple’s long-term record establishes franchise quality. Regression channels provide
context rather than a forecast, and the result varies with the chosen starting date.

The long-term record establishes quality. The next question is whether the market is confirming
that the current operating evidence deserves the same confidence.
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3 Price Trend and Market Structure

The market is confirming Apple’s improving operating evidence. The primary trend is bullish,
relative strength has recovered and price is trading near record territory. The same evidence also
says that the shares are extended enough to make entry discipline important.

Start with the hierarchy

Technical evidence is most useful when read in order. The structural trend comes first, followed by
position within the long-run channel, the medium-term trend filter, statistical extension, momentum
and finally relative strength. Read in that hierarchy, Apple’s message is constructive but not
uncomplicated.

At $336.13 on the evidence cut, the share price remained above both the proprietary trend filter and
the 20-week exponential moving average. The post-2008 logarithmic regression channel was rising,
and price occupied its upper region. Those conditions are consistent with sustained institutional
demand and a market willing to capitalise the company’s improving growth, margin and product-
cycle evidence.

Post-2008 logarithmic regression channel

Apple - Log Regression Channel
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The post-2008 regression channel remains firmly upward-sloping, with Apple trading in its upper
region. This supports the secular bull case while also indicating that the current price offers less
room for operational disappointment.

A strong trend is not the same as a low-risk entry

The shorter-horizon indicators introduce restraint. Apple was approximately 2.1% above the outer
moving-average and standard-deviation band, while the rate-of-change measure had decelerated to
roughly 0.7 after an earlier acceleration. Neither observation is a sell signal. Strong companies can

remain extended for longer than valuation-conscious investors expect, and slowing momentum can
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resolve through time rather than price. But together they show that the market has already moved
quickly.

That creates an important asymmetry. Further gains require continued earnings delivery, successful
product execution or another expansion in the multiple. A pause, consolidation or retracement could
occur without damaging the underlying bull trend. Investors should therefore separate the quality of
the company from the attractiveness of the immediate setup.

Trend extension and momentum composite

Trend filter

Apple - Trend
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Apple remains above its trend filter, and the filter itself continues to rise. The primary market
structure is therefore bullish; a sustained break below the filter would be more significant than
ordinary weekly volatility.
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20-week exponential moving average

Apple - 20 Week Exponential Moving Average
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The share price remains above a rising 20-week exponential moving average, confirming persistent
intermediate-term demand. The distance above the average also suggests that a period of
consolidation could occur without damaging the underlying trend.

Moving average and standard-deviation sidebands
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Apple is trading slightly beyond the outer statistical band, showing that the advance has become
extended relative to its recent trend. This is evidence of strong demand, but it also weakens the
immediate margin of safety for investors chasing the price.
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Rate of change
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Rate of change has moderated after an earlier acceleration and is now close to neutral. Price
remains strong, but momentum is no longer expanding at the same pace, favouring patience over an
assumption of uninterrupted upside.

Together, the indicators describe a strong primary trend with a less attractive short-term entry
profile. Market structure remains constructive, but extension and slowing momentum increase the
value of disciplined position sizing.

Leadership is broad but not absolute

Relative performance strengthens the same conclusion. Apple’s ratio against the S&P 500,
approximately 0.441, was near a record high. That is a genuine sign of broad-market leadership.
Against the Nasdaq, however, the ratio near 0.466 remained below its 2022 peak. Apple has
regained meaningful ground, but it has not fully reclaimed leadership inside the technology
complex.

The distinction is valuable. Apple can outperform the broad market because of its quality, liquidity
and index weight while still lagging the most powerful Al and semiconductor beneficiaries. It is
therefore premature to treat the recent advance as proof that the market has declared Apple an Al
leader. The tape is confirming a re-rating and a recovery in confidence; it is not yet confirming
dominance across every relevant peer set.

Both comparison indices include Apple, so the ratios are not independent tests. Even with that
limitation, the direction of travel is informative: leadership against the broad market is strong, while
technology leadership remains a work in progress.

Capital Cycle Intelligence Page 13 of 64 Apple Deep Dive Report



Apple relative to the Nasdaq and S&P 500
Apple versus Nasdaq

AAPLE vs NASDAQ

0.4900

0.4100
0.3700
0.3300
0.3000

0.2700
0.2500

0.2300
0.2100

0.1900

0.1700

0.1500

0.1300
0.1200

0.1100

0.1000

0.0900

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2"22 2023 2024 2025 2026 20:

Apple’s relative performance against the Nasdaq has recovered materially but remains below its
2022 peak. The market is restoring confidence in Apple, although the company has not yet fully
reclaimed leadership within the technology complex.

Apple versus S&P 500
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Apple s ratio against the S&P 500 is close to a record high, confirming powerful broad-market
leadership. The result shows that investors continue to favour Apple’s quality and cash generation
over the average large US company.
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Apple is a clear leader against the broad market, while its recovery against technology remains
incomplete. That distinction separates franchise quality from confirmed leadership in the present Al
cycle.

CCI View Price confirms a strong primary trend, but the indicators describe current condition
rather than certain future direction.

The technical verdict is therefore positive, but no longer cheap in either price or positioning. That
leads directly to the report’s most demanding question: what level of future success is already
embedded in the valuation?
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4 Valuation and Embedded Expectations

Apple’s valuation is not elevated on one convenient measure. It is demanding across earnings,
forward earnings, sales and free cash flow. That breadth makes valuation the clearest source of
asymmetry in the current investment case.

The premium is broad based

At the evidence cut, Apple traded on approximately 38.5 times trailing earnings, placing the
multiple near the 97th percentile of its own ten-year history. The forward price-to-earnings ratio was
approximately 36.2 times, the highest level in the available fifteen-year series. Price to sales
reached roughly 10.6 times, while price to free cash flow stood near 36.2 times. The corresponding
earnings yield was only about 2.6%.

Each measure has limitations. Trailing earnings can lag a rapid change in the business. Forward
earnings depend on consensus estimates that may prove too low or too high. Sales multiples ignore
margin differences, while free cash flow can be distorted by working-capital timing. The
significance lies in their agreement. The market is assigning Apple a premium whether the
denominator is profit, expected profit, revenue or cash generation.

Apple valuation charts

Trailing price-to-earnings ratio
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Apple’s trailing earnings multiple is near the upper extreme of its own modern history. Investors are
paying heavily for the company’s quality and recent acceleration, leaving limited protection if
earnings growth slows.
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Forward price-to-earnings ratio

Apple - Forward Price to Earnings Ratio
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The forward multiple shows that Apple’s premium is not explained solely by historical earnings.
Consensus expectations already assume substantial future durability, making estimate revisions and
execution increasingly important to shareholder returns.

Price-to-sales ratio

Apple - Price to Sales Ratio
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Apple’s price-to-sales ratio has risen far above the levels associated with its earlier hardware-led
years. The re-rating recognises stronger margins and Services economics, but it also requires those
advantages to remain durable.
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Price-to-free-cash-flow ratio

Apple - Price to Free Cash Flow
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The free-cash-flow multiple confirms that Apple is expensive even against the cash ultimately
available to owners. Strong cash conversion supports a premium, although the price paid for that
cash flow reduces the current margin of safety.

All four measures deliver the same message: Apple’s premium is broad-based rather than an artefact
of one valuation method. The company can justify a superior rating, but the current price demands
sustained execution.

Why a structural re rating is defensible

A high multiple is not automatically irrational. Apple today is economically different from the
hardware-led company that traded at much lower valuations a decade ago. Services account for a
larger share of revenue, the installed base exceeds 2.5 billion active devices, gross margins have
expanded and the company generates extraordinary recurring cash. The FY2026 evidence has also
improved: trailing revenue reached $466.8 billion, 12.2% above FY2025, rather than remaining
trapped in the low-growth pattern that had encouraged the Al-laggard narrative.

Those changes justify a higher quality rating than Apple carried when its revenue was more
dependent on replacement cycles and its ecosystem was less deeply monetised. The debate is not
whether Apple deserves a premium. It is whether the present premium leaves enough return for
shareholders after paying for that quality.

The growth hurdle

A forward multiple above 36 times is a claim on future execution. To generate attractive returns
without further multiple expansion, Apple must sustain a combination of double-digit or near-
double-digit earnings growth, resilient margins and continued share-count reduction. That is
achievable if Services keeps compounding, the 2026 product cycle converts into volume or price
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gains, China remains on a recovery path and Apple Intelligence deepens ecosystem monetisation. It
is considerably harder if any of those drivers prove temporary.

The earnings-yield comparison sharpens the point. At approximately 2.6%, Apple’s earnings yield
sat well below the 5.0% US ten-year Treasury yield shown in the macro evidence. This is not a
complete equity-risk-premium model: equities can grow their earnings, Treasuries cannot, and the
two cash-flow streams carry different risks. It does show the opportunity cost. Investors are
accepting a lower current earnings yield because they expect Apple’s future cash flows to grow with
unusual durability.

Earnings yield versus the US 10-year Treasury yield
Apple earnings yield
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Apple’s earnings yield has compressed as its valuation has expanded. At approximately 2.6%,
investors are accepting a low current earnings return because they expect future cash flows to grow
with exceptional durability.
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US 10-year and 2-year Treasury yields
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Treasury yields remain high, with the ten-year yield near 5% and modestly above the two-year
yield. The curve is no longer inverted, but the high risk-free return creates a demanding
opportunity-cost hurdle for Apple’s premium valuation.

Apple offers a much lower current earnings yield than the return available from long-term
government bonds. Future earnings growth must therefore compensate investors for accepting
greater uncertainty and a lower starting yield.

What would make the valuation work

The current price can be justified, but the route is narrow. Revenue reacceleration must translate
into durable earnings rather than one favourable cycle. Margin gains must survive the normalisation
of the approximately two-percentage-point tariff-refund benefit disclosed for the June quarter.
Services must continue to deepen the economics of the installed base. Artificial intelligence and the
first foldable iPhone must eventually produce measurable adoption, pricing power or retention
rather than narrative value alone. Finally, repurchases must continue to add per-share value despite
the higher cost of each share retired.

The reverse is equally important. A premium multiple does not predict an imminent decline, and
valuation is a poor short-term timing tool. It does, however, reduce the number of acceptable
outcomes. If earnings compound strongly, investors may still earn satisfactory returns even if the
multiple moderates. If growth settles back toward the slower pre-2026 pattern, the valuation itself
becomes a source of downside.

CClI read

Apple should not be described simply as overvalued. The evidence supports a more precise
conclusion: the company’s operating quality and FY2026 reacceleration warrant a substantial
premium, but the market is already pricing a large portion of the improvement. The investment case
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therefore depends less on discovering quality than on proving that the next phase of growth can
outrun the expectations embedded in a historically extreme valuation.

CCI View The valuation measures agree that expectations are demanding. Forward estimates and
the latest margin benefit require caution.

Capital implication
New capital requires a wider margin of safety because the current multiple already assumes
durable growth and resilient margins.

A high-quality company and an attractive security are related, but they are not the same
decision.

What it does not prove

A high multiple does not prove that the share price must fall. It reduces the room for
operational disappointment.

Earnings yield converts the price-to-earnings ratio into a comparable return. At 38.5 times
earnings, the yield is about 2.6 percent before growth.

That is the bridge into the next stage of the report. Sections 5 onward must test the operating
evidence that can carry this burden: growth durability, Services economics, China, artificial
intelligence, the new hardware cycle and the capital required to sustain them.
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5 Growth Reacceleration and Business
Quality

Apple no longer fits the stale-growth description. Revenue, operating profit and free cash flow
reaccelerated in FY2026, while R&D intensity rose rather than being sacrificed. The harder
question is whether that step-up represents durable earnings power or an unusually favourable
bridge period.

The reported acceleration is broad

Trailing-twelve-month revenue through June 2026 reached approximately $466.8 billion, 12.2%
above FY2025. Gross profit rose to $227.1 billion, operating income to $154.9 billion and net
income to $128.9 billion. The acceleration was not confined to one line of the income statement or
to a single quarter. Apple’s June-quarter release reported 16% year-on-year revenue growth, with
double-digit growth across iPhone, Mac and Services and across every geographic segment.

Cash generation strengthened alongside accounting profit. Operating cash flow reached
approximately $146.7 billion on the mechanical TTM bridge and capital expenditure was about
$10.0 billion, producing free cash flow of $136.7 billion. That equates to a 29.3% free-cash-flow
margin, a striking level for a company with Apple’s manufacturing scale and physical distribution
footprint.

This combination matters more than the headline growth rate. Revenue acceleration without cash
conversion can signal discounting, channel loading or working-capital stress. Here, the evidence
points in the other direction: growth and cash generation improved together.

Revenue and free cash flow

FY2026 Operating Evidence Bridge

TTM revenue Free cash flow
$466.8B $136.7B
12.2% above FY2025; the acceleration is broad rather than confined to one Cash conversion reached 29.3% of revenue, confirming operating quality
quarter
Revenue growth FCF margin
0 0
+12.2% 29.3%

The bridge uses nine months of FY2026 plus the comparable quarter of Cash generation advanced alongside revenue and reported profitability
FY2025.

Revenue and free cash flow have reaccelerated together, indicating that Apple s recent growth is
converting into cash rather than remaining confined to reported sales. The combination strengthens
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the quality of the rebound, although the trailing-period calculation should not be treated as a
precise forward forecast.

Profitability improved while investment increased

Reported gross margin rose to 48.7% on the TTM bridge, operating margin to 33.2%, and R&D
spending reached approximately $42.9 billion, or 9.2% of revenue. The longer history shows a
notable evolution: R&D intensity has nearly doubled from 4.7% of revenue in FY2016 while
reported margins have moved higher. Apple is not protecting profitability by starving the future; it is
funding a much larger innovation programme within an expanding economic envelope.

That is supportive of the business-quality case, but the latest profitability requires qualification.
Apple disclosed that June-quarter gross margin of 50.1% included an approximately two-
percentage-point benefit from tariff refunds. Diluted earnings per share also received an $0.11
benefit. The refund does not invalidate the margin progression, but it means the reported quarter
should not be annualised as clean underlying economics.

Margins and R&D intensity

Margins and Innovation Investment

Gross margin Operating margin

0
48.7% 352
I'TM reported margin; the June quarter benefited from an approximately Operating profitability strengthened as revenue reaccelerated
two-point tanff refund.
R&D spending R&D intensity
$42.9B

Research and development reached a new absolute high Nearly double the 4.7% of revenue recorded in FY2016.

Apple has increased research and development spending while preserving unusually strong
operating profitability. This shows that the company is funding future capabilities from a widening
economic base, although the latest reported gross margin benefited from a tariff refund.

Reported growth versus normalised power

The TTM calculation also carries structural limitations. It combines FY2025 with nine months of
FY2026 less the comparable nine months of FY2025, so it retains Apple’s strongest seasonal
quarter from the previous fiscal year. Free cash flow can be influenced by supplier payments,
inventory and receivables timing. For that reason, the bridge is best read as evidence of direction
rather than a forecast for FY2026 or FY2027.
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Even after those adjustments, the mature-growth thesis needs revision. Apple is no longer
presenting as a company whose revenue base has stopped responding to product and geographic
catalysts. The current evidence shows a genuine reacceleration across revenue, profit, cash and
research spending. What remains unknown is how much of it survives beyond the current device
cycle and favourable comparison base.

CCI View Growth has broadened and cash conversion is strong. The latest reported margin
includes a tariff refund and should not be treated as a clean run rate.

The most credible mechanism for making the acceleration durable is not one new device. It is an
ecosystem that can extract more recurring value from a growing installed base.
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6 Services Ecosystem and Installed Base
Economics

Apple increasingly resembles a platform wrapped in premium hardware. Services revenue and
installed-base scale support a more recurring and resilient economic model, but the public evidence
still does not reveal precisely how much value Apple earns per user or device.

A second business inside Apple

Services revenue reached approximately $120.5 billion on a trailing-twelve-month basis, up from
$85.2 billion in FY2023. It represented 25.8% of total revenue, slightly below FY2025’s 26.2%
because iPhone revenue reaccelerated more sharply. That small mix decline is analytically useful:
the current rebound is not merely a Services story. iPhone revenue reached approximately $245.5
billion on the TTM bridge, while Mac and Wearables also advanced and iPad remained broadly
stable.

Services changes the character of the group even when its mix pauses. Payments, subscriptions,
cloud storage, digital content, advertising and platform distribution create repeated opportunities to
monetise an installed device after the original sale. Those revenues are generally less dependent on
the precise timing of a hardware replacement and can deepen customer relationships across multiple
products.

Product category revenue

Product Engines Behind the FY2026 Reacceleration

246.7B

120.5B

iPhone Services

argest product engine Recurning ecosystem layer

The revenue mix shows that the current acceleration is supported by both iPhone and Services
rather than one isolated product category. Broader participation makes the rebound more credible,
while continued iPhone concentration leaves Apple exposed to hardware replacement cycles.
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Scale becomes distribution

Apple reported more than 2.5 billion active devices in early 2026, with the June quarter setting
another installed-base record across all major product categories and geographies. That scale gives
Apple immediate global distribution for software features and Services. A new capability does not
begin with the problem of finding users; it begins inside products that already sit at the centre of
their owners’ communications, payments, media, health and work.

The resulting flywheel is powerful. Better integration can encourage the purchase of additional
devices. More devices increase opportunities for Services engagement. Greater engagement
strengthens switching costs and funds the next round of hardware, silicon and software investment.
The installed base is therefore both an outcome of earlier product success and an input into future
economics.

Services mix and installed base

Services Mix and Installed Base

Services revenue Share of revenue

$120.5B 25.8%

I'TM Services revenue has become a major eamings and recurrence engine More than one quarter of group revenue now comes from Services.

Active devices

The installed base expands distribution, developer value and lifetime
economics.

Services revenue has expanded alongside an active installed base exceeding 2.5 billion devices.
That scale gives Apple extraordinary distribution and recurring monetisation opportunities,
although the company does not disclose enough detail to calculate precise user economics.

What Apple does not disclose

The limits are just as important as the scale. Apple does not disclose Services operating profit,
active devices by category, churn, average revenue per user or the proportion of Services growth
produced by pricing rather than engagement. It would therefore be false precision to calculate
ecosystem ARPU from the available totals or to assume that every active device represents an
equally monetisable relationship.

Regulatory pressure also targets parts of the very architecture that makes the ecosystem valuable,
including app distribution, payments and default placement. The moat is observable in scale,
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integration and recurring revenue; its future unit economics remain partly hidden. Apple deserves a
different quality rating from a conventional hardware vendor, but the report should not invent the
missing economics to complete the story.

CCI View Services and the installed base strengthen recurrence and distribution. Apple does not
disclose enough detail to isolate Services profitability or user economics.

China provides the hardest real-world test of that ecosystem: a market large enough to accelerate
group growth, competitive enough to expose product weakness and strategically important to both
demand and production.
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7 China Renewed Engine or Recurring
Vulnerability

China has shifted from drag to growth contributor. Greater China revenue has rebounded sharply,
challenging the stale narrative of uninterrupted deterioration. The recovery is real; the concentration
risk has not disappeared.

From decline to rebound

Greater China revenue declined from $72.6 billion in FY2023 to $67.0 billion in FY2024 and $64.4
billion in FY2025. On the TTM bridge through June 2026, it recovered to approximately $79.3
billion, an increase of 23.2% from FY?2025. Its share of group revenue rose from 15.5% to about
17.0%.

That reversal matters because it removes one of the strongest supports for the bearish Apple
narrative. A company cannot deliver double-digit group growth indefinitely while one of its largest
markets contracts. In FY2026, China moved back into alignment with the broader reacceleration,
and Apple reported June-quarter growth across every geographic segment.

Greater China revenue and company share

Greater China Revenue

79.3B
72.6B

64.4B

FY2023 FY2024 FY2025 TITM FY2026

Greater China revenue has recovered sharply after several years of decline and has again become a
meaningful contributor to group growth. The rebound improves the operating outlook, but it does
not remove Apple’s competitive, regulatory and manufacturing concentration risks.

Demand risk and production risk are different

China exposure has two separate dimensions. The first is demand: local smartphone competition,
changing consumer preferences, price sensitivity, government policy and the availability of Apple’s
newest software features. The second is production: Apple’s historic reliance on an exceptionally
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deep Chinese supplier and manufacturing ecosystem. A recovery in customer demand does not
neutralise supply-chain concentration, and manufacturing diversification does not guarantee local
market share.

Artificial intelligence makes the distinction sharper. Apple’s June 2026 release stated that Siri AI
and other new Apple Intelligence features would not be available in China while the company
worked through regulatory requirements. That means a major strategic product layer may initially
be weaker in one of Apple’s largest markets even as hardware demand improves.

What would confirm durability

The next evidence should be judged against clear tests: continued Greater China revenue growth
after easier comparisons fade; stable or improving share of group revenue without broad
discounting; local availability of the new Al platform; evidence that premium devices remain
competitive against domestic brands; and continued progress in production diversification without a
deterioration in cost or product quality.

For now, China is neither the fatal flaw implied by the recent decline nor a risk that can be
dismissed after one strong TTM period. It is again contributing to growth, while preserving one of
the report’s largest geopolitical, regulatory and competitive tail risks.

CCI View China has returned to growth, but one strong period does not remove the demand, policy
and manufacturing concentration risks.

The China question leads naturally into Apple’s largest strategic test. The company must make its
new Al layer useful across the ecosystem—and eventually across constrained markets—without
surrendering the privacy and integration that define the franchise.
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8 Al Strategy Late Entrant or Ecosystem
Advantage

Apple is late to the generative-Al narrative, but lateness is not yet the same as strategic failure. The
company’s opportunity is to turn artificial intelligence from a destination product into an embedded
layer across billions of devices. The evidence shows meaningful product progress; it does not yet
show adoption, reliability or incremental profit.

From delayed promise toward product

At WWDC26, Apple unveiled a new generation of Apple Intelligence and Siri Al across iPhone,
iPad, Mac, Apple Watch and Vision Pro. The announced system can use personal context across
messages, email and photos; understand information on screen; answer broader questions using web
knowledge; and perform more actions across apps. Apple also opened the capabilities to developer
testing and tied them to iOS 27 and its other platform releases.

That is an important change in evidentiary status. Apple is no longer discussing Al only as a
roadmap. There are defined capabilities, supported devices, a software architecture and developer
interfaces. But the strongest Siri Al features were still headed for beta availability later in 2026,
with language and regional constraints. They were not available in China, and iPhone, iPad and
watch availability in the European Union was initially restricted. The correct language is progress
toward shipped platform scale—not completed execution.

Apple’s advantage is distribution and context

Apple does not need to win the contest for the largest standalone model to create economic value.

Its advantage may lie in distribution, silicon, operating-system control and access—subject to user
permission—to personal context. A useful assistant that understands what is on the screen, can act
across apps and runs much of its workload on the device may strengthen the ecosystem even if the
underlying model is not the industry benchmark.

Custom silicon is central to this strategy. On-device processing can reduce latency and cloud cost
while reinforcing Apple’s privacy positioning. Private Cloud Compute extends heavier workloads
beyond the device without abandoning the security proposition. The architecture aligns with
Apple’s existing strengths: tightly integrated hardware and software, control over silicon and a large
base of compatible devices.

The distribution advantage is considerable but not automatic. Compatibility is concentrated in
newer hardware, which can help replacement demand but also limits immediate reach inside the
installed base. Daily usage limits apply to some server-dependent features, and wider access is
linked to certain iCloud+ plans. These constraints may create monetisation pathways; they may also
reveal cost and capacity boundaries.

Capital Cycle Intelligence Page 30 of 64 Apple Deep Dive Report



Apple Al execution scorecard

Apple Al Execution Scorecard

Evidence dimension Current read Status

Capability Siri AT and the next Apple Intelligence generation have moved into defined product and
developer testing. TESTABLE
Distribution Operating-system control and an installed base above 2.5 billion devices provide immediate
reach. PROVEN
Silicon Custom silicon supports on-device inference, latency control and product integration.
PROVEN
Privacy Private Cloud Compute and on-device processing form a differentiated architecture.
E DEFINED
Adoption Usage, reliability and regional availability have not yet established scaled eng :
UNPROVEN
Monetisation Incremental Services revenue, replacement demand and profit remain ahead of the evidence.
UNPROVEN

The scorecard distinguishes Apple s established advantages from the outcomes that still require
proof. Distribution, silicon and ecosystem integration are already observable, while adoption,
reliability, regional availability and incremental profit remain the decisive tests.

Why the market still distinguishes Apple from Al leaders

Capital-market evidence shows that Apple has not yet captured the same leadership premium as the
infrastructure winners. Apple has lagged Nvidia dramatically over five years and was down 28.4%
relative to the semiconductor index over the latest 52-week comparison in the evidence register.
Nvidia, by contrast, continued to outperform its own sector over the long run, demonstrating a
direct and measurable position in Al capital spending.

The comparison is not intended to treat Apple as a semiconductor company. It separates two forms
of Al exposure. Nvidia monetises the build-out of compute infrastructure. Apple is attempting to
monetise Al through device value, retention, Services engagement and possibly subscriptions. The
former already has visible capital leadership; the latter remains an ecosystem hypothesis.
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Nvidia versus the semiconductor index

Nvidia vs Sox - Sector Test Sector Leadership Determines Premium [ +5.207.62% |
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Nvidia's long-term outperformance of the semiconductor index confirms that the market has
rewarded direct leadership in Al infrastructure. Apple’s Al opportunity is different and must be
proven through device demand, retention and Services economics rather than compute spending.

The evidence that matters next

The success tests should be behavioural and economic rather than promotional. Adoption must
extend beyond initial trials. Reliability must be high enough for users to delegate real tasks.
Developers must use the new frameworks to create experiences that matter. Al-capable devices
must show stronger demand or retention than unsupported models. Services engagement or
subscription revenue should improve without undermining trust. Regional availability—especially
in China—must broaden.

Apple’s Al position has therefore improved more than the old “late and absent” narrative allows.
Yet the valuation requires more than strategic plausibility. It requires proof that distribution and
integration translate into durable incremental economics.

CCI View Apple has defined an Al product path and a credible distribution advantage. Adoption,
reliability and monetisation still require proof.

Capital implication
The next re-rating depends on visible usage and economics rather than additional product
announcements.
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Distribution can lower the cost of adoption. It cannot guarantee engagement, reliability or
profit.

What it does not prove

A later launch does not prove permanent strategic weakness, just as a product roadmap does
not prove commercial success.

On-device processing improves latency and privacy. Private cloud infrastructure extends
capability when the task exceeds the device.

The iPhone Duo is the first major hardware arena in which Apple can put that strategy before
consumers as an integrated product rather than a software promise.
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9 iPhone Duo and the Next Hardware Cycle

The iPhone Duo is a credible product catalyst and a classic Apple fast-follower test. It combines a
new form factor with custom silicon, redesigned software and the company’s emerging Al layer. At
the evidence cut, however, it was an announced product awaiting October availability—not
achieved revenue.

A differentiated proposition

Apple unveiled its first foldable iPhone on 9 September 2026. The device combines a 5.4-inch outer
display with a 7.6-inch inner display, A20 Pro silicon, dual batteries, redesigned 10S 27
multitasking, a precision hinge and new camera uses enabled by the two screens. The product is not
simply a conventional iPhone that folds. Apple has attempted to redesign the software, thermal
system, interaction model and developer environment around the format.

The Al integration is equally deliberate. Siri Al can operate alongside content on the larger display,
while the dual neural engines and thermal design support on-device workloads. This gives Apple
the chance to make artificial intelligence visible through a distinct user experience rather than
another isolated software feature.

Figure 16 iPhone Duo catalyst card

iPhone Duo Catalyst Card

Evidence dimension Current read Status
Form factor 5.4-inch outer display and 7.6-inch mner display create a differentiated premium device.

DISCLOSED
Platform A20 Pro silicon, dual batteries and red d i0S 27 multitasking support the new format.

DISCLOSED
Camera 48-megapixel system with a 5x optical configuration preserves premium positioning.

DISCLOSED
Commercial test Pre-orders scheduled for 15 October with availability from 23 October.

Evidence required Sales, margins, durability, retumns, cannibalisation and upgrade behaviour begin after launch.
UNPROVEN

The iPhone Duo combines a new form factor with custom silicon, redesigned software and Apple’s
emerging Al layer. It is a credible catalyst, but the investment case requires commercial evidence on
demand, margins, reliability, returns and cannibalisation after launch.

The fast-follower test

Competitors established the foldable category years earlier. Apple’s history suggests that late entry
can still succeed when the company waits for component quality, software readiness and consumer
use cases to improve. That history earns the product attention, not victory. The foldable market has
already exposed durability concerns, high prices, repair complexity and uncertain mass-market
demand.
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The commercial questions are straightforward. Does Duo attract users who would otherwise leave
the ecosystem, or mainly persuade existing Pro buyers to trade up? Does its premium price expand
gross profit or limit volume? Are hinge, display and battery performance reliable at scale? Do
developers create experiences that justify the larger canvas? Does the device accelerate Al usage,
Services engagement or replacement cycles? And does it cannibalise high-margin Pro models
without adding enough incremental value?

Catalyst not earnings

Pre-orders were scheduled for 16 October and availability for 23 October, after the report’s
evidence cut. There were therefore no sales, channel inventory, return-rate, margin or
cannibalisation data available. The product should enter the report as a testable catalyst rather than
an earnings contribution already won.

A successful launch would support the bull case by demonstrating that Apple can enter a proven
category late, improve the experience and use ecosystem integration to claim premium demand. A
weaker outcome would reinforce the concern that novelty is becoming more expensive to produce
while replacement cycles remain mature. Either way, iPhone Duo will provide one of the clearest
early tests of the new leadership team, Apple’s Al distribution thesis and the durability of the
FY2026 reacceleration.

CCI View The iPhone Duo broadens the premium product cycle. The investment case should wait
for sales, margin, returns and cannibalisation evidence.

These five sections improve the Apple outlook without removing the burden identified in valuation.
Growth has accelerated, Services and installed-base scale are formidable, China has recovered, Al
has become testable and a new hardware category is arriving. The investment question now moves
from internal proof to external comparison: how does Apple’s renewed evidence stack up against
the other mega-cap platforms and the market’s true Al leaders?
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10 Competitive Position and Relative Strength

Apple has regained capital-market credibility. It is leading the broad market and has recovered
sharply against several mega-cap peers over the latest year. The recovery is genuine, but it does not
erase the longer-term opportunity cost of missing the first phase of the Al infrastructure boom.

Relative strength answers a different question

Company analysis asks whether a business is improving. Relative-strength analysis asks where
investors prefer to allocate a marginal dollar. The distinction matters because Apple can produce
strong absolute returns while still losing capital leadership to a faster-growing competitor. A rising
ratio does not prove one company is intrinsically superior; it shows that its shares have
outperformed over the chosen period.

Apple’s broad-market evidence is strong. The AAPL-to-S&P 500 ratio, approximately 0.441 at the
evidence cut, was near a record high. Against the Nasdaq, the ratio near 0.466 had recovered
materially but remained below its 2022 peak. Capital was therefore choosing Apple over the broad
market more decisively than it was choosing Apple over the technology complex.

That pattern aligns with the earlier technical read. Investors recognise Apple’s reaccelerating
growth, defensive cash generation and product catalysts. Yet the technology benchmark contains
companies with more direct exposure to cloud infrastructure, AI models and semiconductors, so
Apple has not completely reclaimed its former position within the sector’s leadership hierarchy.

Apple relative to the Nasdaq and S&P 500
Apple versus Nasdaq

AAPLE vs NASDAQ
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Apple has recovered substantially against the Nasdaq but remains below its previous relative-
strength peak. The chart confirms renewed confidence in Apple while showing that it has not yet
fully reclaimed leadership within the technology complex.
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Apple versus S&P 500
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Apple s relative strength against the S&P 500 is close to a record high, demonstrating sustained
broad-market leadership. Investors continue to favour Apple s franchise quality, cash generation
and resilience over the average large US company.

The peer recovery is broader than one comparison

Over the latest twelve months, Apple’s relative position improved sharply against several mega-cap
franchises. The evidence register records gains of approximately 60% versus Meta, 44% versus
Microsoft and 25% versus Amazon on the relevant ratio series. The recovery indicates that Apple’s
FY2026 operating rebound and product narrative have attracted capital beyond a simple market beta
effect.

The ratios should not be overread. Starting points matter, especially where peers experienced their
own sharp drawdowns or rebounds. Meta, Microsoft, Alphabet, Amazon and Nvidia have different
revenue models, investment cycles and sensitivities. A twelve-month Apple rally relative to those
businesses says more about current capital preference than it does about their respective long-run
intrinsic values.

For that reason, the five peer-relative charts should be read as a family rather than as independent
verdicts. Each uses a common ratio framework but a different competitive benchmark. Together
they show that Apple’s recent recovery is broad, while the longer histories reveal where the strategic
opportunity cost remains.
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Mega-cap relative-performance comparisons

Apple versus Nvidia
Apple vs Nvidia Ratio Chart 72.00
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The ratio’s long decline shows the scale of Apple’s opportunity cost during Nvidia’s rise as the
leading beneficiary of Al infrastructure investment. Recent stabilisation is encouraging, but it does
not yet establish that Apple has closed the strategic or capital-market gap.

Apple versus Microsoft

Apple vs Microsoft Ratio Chart 0.9000
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Apple has recovered strongly against Microsoft after an extended period of relative weakness. The
improvement confirms renewed investor confidence, although sustained leadership will require
Apple’s product and Al execution to match Microsoft’s more visible Al monetisation.
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Apple versus Alphabet

Apple vs Google Ratio Chart
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Apple’s ratio against Alphabet has moved through several leadership cycles and currently sits close
to parity. The comparison suggests neither company has established permanent dominance, making
future relative performance dependent on execution and valuation rather than historical reputation.

Apple versus Meta

Apple vs Meta Ratio Chart
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Apple has rebounded materially against Meta from its recent relative low. The recovery reflects
stronger current capital preference for Apple, but the longer chart demonstrates how quickly
leadership can change when growth expectations are revised.
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Apple versus Amazon
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Apple has regained ground against Amazon and is again trading above parity on the supplied ratio.
This indicates improving relative momentum, although the companies’ different business models
mean the chart measures capital preference rather than direct operating superiority.

Apple’s recovery is broad across the mega-cap peer group, but its strength depends heavily on the
period selected. The charts confirm renewed leadership without proving that Apple now possesses
the strongest long-term growth opportunity in every comparison.

The Nvidia and semiconductor tests

Nvidia remains the decisive exception. Apple has underperformed Nvidia by approximately 77%
over five years in the evidence register. That gap reflects more than ordinary endpoint noise. Nvidia
became the principal listed beneficiary of the global investment cycle in accelerated computing,
while Apple entered the period with Al economics expressed mainly through future device value,
ecosystem retention and Services engagement.

The semiconductor comparison reaches a similar conclusion. Apple’s performance relative to the
SOX index was down approximately 28.4% over the latest 52 weeks, despite a recent bounce in the
ratio. This does not mean Apple should be valued as a chip producer. It shows where the market has
paid the clearest premium for Al exposure: infrastructure and compute rather than consumer-device
distribution.
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Apple versus the semiconductor index
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Apple remains a relative laggard against the semiconductor complex despite a recent improvement
in the ratio. The market continues to assign the clearest Al leadership premium to infrastructure
and compute, while Apple s device-led AI economics remain prospective.

A differentiated competitive position

The correct conclusion is not that Apple has lost the technology contest. Its competitive position is
different. Apple controls a vast installed base, premium hardware, operating systems, silicon and
distribution. Nvidia controls a critical layer of AI compute. Microsoft, Alphabet, Amazon and Meta
monetise Al through cloud platforms, advertising, enterprise software and digital engagement.
Investors are choosing among distinct claims on the same technological transition.

Apple’s recent recovery says the market is again willing to fund the ecosystem thesis. Its longer-
term lag against Nvidia and the semiconductor complex says that proof still trails the infrastructure
winners. The next phase requires Apple to convert distribution into measurable Al-enabled device
demand, retention or Services revenue. Until then, relative strength confirms renewed confidence—
not complete strategic closure.

CCI View Relative strength shows where capital is flowing, not why. The ratios confirm Apple’s
recovery but do not substitute for business-quality or valuation analysis.

If Apple’s category leadership is less direct than the infrastructure winners, shareholder returns
depend even more heavily on what management does with the cash the ecosystem produces.
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11 Cash Generation and Capital Allocation

Apple remains one of the world’s most formidable cash-generating businesses. Its capital-allocation
program has materially increased each remaining shareholder’s claim on the company. The program
is still powerful, but today’s premium valuation makes buyback efficiency a live question rather
than an automatic virtue.

The cash engine

Free cash flow reached approximately $136.7 billion on the trailing-twelve-month bridge through
June 2026, equal to 29.3% of revenue. Apple returned approximately $82.2 billion through
repurchases and $15.6 billion through dividends over the same bridge period. Total distributions
were therefore about $97.9 billion, or 71.6% of free cash flow.

The lower payout ratio relative to several recent years is not evidence that the shareholder-return
model has ended. It partly reflects the sharp TTM increase in operating cash flow and the timing
inherent in the bridge. The longer history shows management repeatedly returning most of the cash
generated, with distributions exceeding annual free cash flow in FY2018, FY2019, FY2020,
FY2021, FY2024 and FY2025. Apple could sustain those periods because of its balance-sheet
resources and financing capacity, but no company can distribute more than internally generated cash
indefinitely without changing its capital structure.

Free cash flow repurchases and dividends

Cash Generation and Shareholder Distribution

Free cash flow Repurchases

$136.7B $82.2B

I'TM cash generation provides the funding base for distributions and Apple continued to retire shares while preserving financial flexibility.
remvestment

Dividends Distribution to FCF

$15.6B

The dividend remains a smaller but durable component of capital returns Repurchases plus dividends remained below current free cash flow.

Apple continues to generate enough free cash flow to fund substantial repurchases and dividends
while retaining financial flexibility. The program remains a powerful per-share compounding
mechanism, although buybacks create less value when conducted at elevated valuations.
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A one-third reduction in the claim count

The cumulative result is substantial. Diluted shares declined from approximately 22.0 billion in
FY2016 to about 14.75 billion on the FY2026 TTM measure, a reduction of 33.0% on the
underlying series and approximately 33.7% using the evidence register’s split-adjusted comparison.
Every remaining share now represents a materially larger interest in Apple than it did a decade ago.

This per-share engine matters because Apple’s absolute scale makes high percentage revenue
growth increasingly difficult. A lower share count converts a given level of net income into faster
earnings-per-share growth and reduces the aggregate cash required to fund a growing per-share
dividend. It has been one of the most dependable links between Apple’s operating cash flow and
shareholder outcomes.

Buyback efficiency now matters more

A repurchase creates value when shares are acquired below a conservative estimate of intrinsic
value. At fair value it is broadly neutral before execution effects; above intrinsic value it transfers
value from continuing shareholders to sellers. Apple’s buybacks have often been highly effective
because the company retired large amounts of stock before the present re-rating. At trailing and
forward earnings multiples near historical extremes, each dollar now retires fewer shares and
demands greater confidence in future cash flows.

That does not make current repurchases irrational. Apple produces more cash than it can
productively reinvest at the same risk-adjusted return, its recurring cash generation supports a
steady programme, and reducing shares can remain preferable to accumulating an excessively large
cash balance. The correct test is not whether repurchases continue, but whether the board adjusts
their pace intelligently as valuation and investment opportunities change.

The balance sheet has strengthened

Apple’s net-cash position—cash plus current and non-current marketable securities less commercial
paper and term debt—rose from approximately $33.8 billion in September 2025 to $62.2 billion in
June 2026. Debt fell while cash and securities increased. The improvement gives the company
capacity to absorb volatility, fund supply-chain commitments, invest in silicon and Al
infrastructure, pursue selective acquisitions and continue shareholder distributions.

The rebuilding also complicates simplistic claims that Apple is merely levering the balance sheet to
manufacture earnings-per-share growth. The share count continues to fall while net cash has
expanded. The current program is supported by operating cash generation rather than an escalating
dependency on debt.
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Net cash and share count

Balance Sheet Capacity and Per Share Compounding

Net cash Sep 2025 Net cash Jun 2026
$62.2B

Cash plus marketable securities less commercial paper and term debt The latest bridge rebuilt balance-sheet flexibility while distributions
continued

Diluted shares FY2016 Diluted shares FY2026

22.2B 14.7B

Starting point for the split-adjusted share-count comparison A cumulative reduction of approximately 33.7%.

Apple has reduced its diluted share count by roughly one third while rebuilding a substantial net-
cash position. The combination shows that per-share growth has been supported by genuine
operating cash generation rather than an increasing dependence on debt.

Why conventional ROIC misleads

A headline return-on-invested-capital figure is tempting but unreliable here. Apple’s accumulated
repurchases have reduced book equity, while its large net-cash and marketable-securities positions
make invested-capital definitions highly sensitive to what is included or excluded. Under some
simplified formulations, the denominator approaches zero and the resulting percentage becomes
economically meaningless.

The better evidence is observable: gross and operating margins, free-cash-flow conversion,
incremental profit growth, the reinvestment required to sustain the ecosystem and the price paid to
retire shares. On those measures Apple remains exceptional. The unresolved issue is allocation at
the margin—whether the next dollar earns more in R&D, silicon, cloud capacity, supply-chain
resilience, acquisitions or buybacks.

CCI View Free cash flow supports distributions and balance-sheet flexibility. Buyback value still
depends on the price paid for each retired share.
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Capital implication
Repurchases improve per-share outcomes when cash generation is durable and the shares are
bought below intrinsic value.

Free cash flow funds reinvestment, resilience and shareholder distributions after operating
needs are met.

What it does not prove

A large buyback does not automatically create value. An excessive purchase price can transfer
value away from continuing shareholders.

Apple’s diluted share count has fallen by about one-third since FY2016, increasing each
remaining share’s claim on future cash flow.

The capital-allocation system has been built around continuity and discipline. The September
leadership transition now tests whether those qualities can be preserved while strategic adaptation
accelerates.
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12 Leadership Transition and Strategic
Continuity

Apple’s succession favours continuity over rupture. John Ternus became chief executive on 1
September 2026, Tim Cook moved to executive chairman and Arthur Levinson became lead
independent director. The structure preserves institutional memory while shifting operating
authority to a product and hardware leader.

What changed and what did not

The board announced the transition in April after what it described as a long-term succession
process. Ternus joined Apple in 2001, became a hardware-engineering vice president in 2013 and
joined the executive team in 2021. Apple credits him with engineering leadership across iPad,
AirPods, iPhone, Mac and Apple Watch, as well as reliability, durability, materials and repairability
initiatives. He also took the public role in launching iPhone Duo immediately after becoming CEO.

Cook’s move to executive chairman retains his experience in governance and policymaker
engagement. Levinson’s move from non-executive chairman to lead independent director provides a
formal counterweight inside the board structure. That arrangement can support an orderly transfer
of authority, but investors should still distinguish continuity from independence: an active former
CEO as chair can preserve strategic knowledge while also making it harder for a successor to
establish a visibly different direction.

Leadership succession and governance map

Leadership Transition and Governance

Evidence dimension Current read Status

1 September 2026 John Ternus becomes chief executive with operating responsibility.

Continuity Tim Cook moves to executive chairman, preserving institutional memory and influence. -
) CHAIR

Board oversight Arthur Levinson becomes lead independent director and anchors independent governance. R

Investor test Product execution, capital allocation and AI delivery will determine whether continuity
accelerates adaptation. MONITOR

Operating leadership has passed to John Ternus while Tim Cook remains influential as executive
chairman and Arthur Levinson provides formal independent board leadership. The structure
supports continuity, but its effectiveness will ultimately be judged through product execution,
strategic speed and board independence.

The opportunity and the risk

A hardware engineer at the centre of Apple’s leadership is consistent with the company’s integrated
model. Product execution, silicon, reliability and industrial design remain essential even as Al
becomes more prominent. Ternus inherits a company with accelerating revenue, expanding R&D, a
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record installed base, the first foldable iPhone and a newly testable Al platform. The transition
therefore occurs from strength rather than crisis.

The risk is strategic inertia. Internal succession preserves the culture and operating system that
created Apple’s advantages, but it can also preserve the assumptions that contributed to its delayed
Al rollout. The relevant question is not whether Ternus will imitate Cook or Steve Jobs. It is
whether the new structure can make faster decisions in software, Al infrastructure, developer
engagement and regional execution without damaging the integration and financial discipline that
investors value.

What investors should monitor

The first evidence should be concrete: reliability and adoption of Siri Al; commercial performance
and return rates for iPhone Duo; R&D deployment rather than spending alone; the balance between
internal development and external model dependence; progress toward Al availability in China and
the European Union; gross-margin discipline; and the pace of repurchases at elevated valuation.
Capital allocation will reveal strategic priorities earlier than management language does.

The succession should therefore be treated as an execution variable, not corporate theatre.
Continuity is the base case, product orientation is a plausible advantage and faster Al-era adaptation
remains the test. None of those outcomes should be declared from biographies or launch-stage
commentary; they will be proven by operating evidence over the coming quarters.

CCI View The succession structure favours continuity. Product execution, Al delivery and
independent oversight will determine whether continuity becomes an advantage.

Together, these sections leave Apple in a strong but demanding position. Capital has returned, cash
generation remains exceptional and succession has been orderly. The unresolved question is
whether those company-specific strengths are powerful enough to withstand the macro regime in
which investors must fund them. Rates, liquidity, credit and economic momentum now become the
next layer of the report.
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13 Macro Liquidity and Financial Conditions

Apple’s company evidence is improving inside a macro regime that remains supportive of risk
assets but hostile to valuation complacency. Liquidity, loose financial conditions and tight credit
spreads are helping large-cap technology. A 5% ten-year Treasury yield and moderating consumer
momentum make further multiple expansion harder to justify.

A transmission framework rather than a chart stack

Macro evidence becomes useful only when the transmission mechanism is clear. Liquidity affects
the capital available to move through markets. Financial conditions influence funding, risk tolerance
and the discount rate. Credit spreads reveal whether corporate stress is spreading. Growth and
consumer demand affect revenue. Long-term interest rates determine the opportunity cost of paying
for distant cash flows. These forces can point in different directions at the same time.

For Apple, the transmission is unusually direct. The company is both a premium-duration equity
and a global consumer franchise. Easier liquidity can support its multiple and index demand; higher
bond yields can compress the present value investors assign to its long-run cash flows. Healthy
credit keeps the broader risk regime intact, while weaker household demand can delay upgrades or
intensify promotional pressure. The correct macro verdict must therefore be conditional, not binary.

Liquidity remains supportive but is no longer accelerating

The CCI liquidity impulse stood near 13.0 at the evidence cut, above its trend reading of
approximately 10.7 and inside the supportive zone. The level indicates that liquidity is still
expanding rather than contracting. The recent loss of momentum matters, however: markets receive
less incremental fuel when the impulse moderates, even if the absolute reading remains favourable.

The distinction between the stock and the impulse is important. Net liquidity can remain high while
its rate of change slows. Risk assets often respond most strongly to improvement at the margin, so a
positive but decelerating impulse is supportive without providing the same force seen during the
2020-21 expansion.
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Liquidity Impulse
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The liquidity impulse remains above zero and within a supportive regime, although its recent
momentum has moderated. Markets are still receiving liquidity support, but the incremental boost is
weaker than during the strongest expansion phases.

Net Liquidity - System Fuel

System Liquidity Fuel

Net liquidity measures the capital
availible to flow through markets

Expansion Signals:

> Liquidity injections

> Treasury liquidity support
> Easier financial conditions

Contraction Signals:

> Liquidity withdrawal

> Treasury issuance pressure
> Tighter finacial conditions

CCI Read;

Net liquidity remains supportive
though expansion has slowed from
the surge seen in 2020-21
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Net liquidity remains elevated relative to its pre-2020 history but has moved largely sideways since
the post-pandemic surge. The existing stock of liquidity supports risk assets, while the absence of
renewed acceleration limits the case for liquidity-driven multiple expansion.
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Liquidity remains a tailwind rather than a fresh catalyst. The level is supportive, but the slowing
impulse means company earnings must carry more of the return burden.

Transmission into technology is working—but concentrated

The Nasdaqg-versus-liquidity chart indicates that equity transmission is functioning. Technology
equities have continued to respond to the supportive liquidity backdrop, but participation has been
leadership-driven rather than uniformly broad. That is compatible with the evidence elsewhere in
the report: semiconductor and Al infrastructure leaders captured a disproportionate share of capital,
while Apple’s relative recovery arrived later.

Concentration can persist for longer than valuation models imply. It can also make the market more
fragile because aggregate index strength depends on a narrower set of earnings outcomes. Apple
benefits from this regime through its scale, liquidity and index weight, yet the company must still
justify its own premium rather than rely indefinitely on the broader technology bid.

Nasdaq versus liquidity transmission

Nasdaq vs Liquidity - Equity Transmission
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The Nasdaq continues to respond to supportive liquidity conditions, confirming that transmission
into equity markets is functioning. The divergence between liquidity and index performance also
shows that the advance has become increasingly dependent on concentrated market leadership.
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Apple versus financial conditions
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Apple has advanced as financial conditions have remained comparatively loose. The relationship
supports the valuation backdrop, but it does not prove causation or protect the shares if rates,
liquidity and credit turn less favourable together.

Supportive liquidity and financial conditions are reaching technology equities, but the transmission
is not evenly distributed. Apple still needs earnings and product execution to justify its own
premium independently of the broader market environment.

Rates are the clearest valuation constraint

The US ten-year Treasury yield was approximately 5.00%, compared with a two-year yield near
4.76%. The curve was therefore modestly positive rather than inverted. The removal of inversion
reduces one familiar recession warning, but the level of long yields remains restrictive for a
company trading above 36 times forward earnings and offering an earnings yield around 2.6%.

A steeper curve is not automatically bullish. It can reflect stronger nominal growth, higher inflation
expectations, fiscal risk or a rising term premium. For Apple, the critical point is the discount-rate
hurdle. If long yields remain near 5%, investors require stronger earnings growth to justify the same
multiple. If yields rise while growth expectations fade, valuation becomes the transmission channel
for downside even before company earnings weaken.

Capital Cycle Intelligence Page 51 of 64 Apple Deep Dive Report



US 10-year and 2-year Treasury yields
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The yield curve has returned to a modest positive slope, reducing the significance of the earlier
inversion signal. However, the ten-year yield near 5% remains a substantial discount-rate
constraint for Apple and other highly valued duration-sensitive equities.

Credit is validating risk appetite

Credit markets were sending a reassuring message. The investment-grade option-adjusted spread
was approximately 0.78 percentage points and the high-yield spread approximately 2.70 percentage
points near the evidence cut. Both readings were low by the standards of the supplied history,
indicating limited concern about corporate default risk and relatively easy financing conditions.

Tight spreads support equities because they suggest that stress is not spreading through balance
sheets or funding markets. They also carry a warning: very tight compensation for credit risk can
reflect complacency. The practical interpretation is that credit is not currently invalidating the equity
thesis. A sustained widening would matter far more than small weekly fluctuations, particularly if
accompanied by falling equity breadth or a contracting liquidity impulse.
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Investment-grade and high-yield credit spreads

Investment-grade credit spreads

Investment Grade Credit Spreads - Financial §ystem Confidence

Falling Credit Spreads

- Improving investor confidence
- Easier corporate financing conditions
- Lower percieved default risk

- Usually supportive of economic expansion and rig

Rising Spreads

- Increasing concerns about corporate credit
- Tighter financial conditions

- Higher percieved default risk

- Can warn that i

assets

are

Credit spreads do not tel us whether corporate yie!

P

bk are high or low

They tell us how much i
for accepting corporate credit risk

2018 Jul 2019 Jul

2020

tors require

Jul 2021 Jul 2022 Jul 2023 Jul 2024

[

2025

Jul 2026 Jul

Investment-grade spreads remain close to the low end of their historical range, indicating
confidence in corporate balance sheets and ready access to financing. Credit is therefore validating
the risk-on environment rather than warning of current systemic stress.

High Yield Credit Spreads - Credit Stress Test
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High-yield spreads are also compressed and remain inside the easy-credit zone. This supports
equities, although extremely tight spreads leave limited compensation for risk and can reverse
quickly if economic or financial conditions deteriorate.
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Both credit markets indicate low current stress and supportive financing conditions. A sustained
widening across investment-grade and high-yield spreads would be more important than ordinary
short-term fluctuations.

Growth has improved while the consumer pulse has softened

The ISM manufacturing evidence stood near 54.6, above the 50 threshold that separates expansion
from contraction and close to the 55 level associated with stronger momentum in the supplied
framework. Industry conditions were therefore reaccelerating rather than confirming an imminent
downturn.

The household picture was more restrained. Verified BEA data show that real personal consumption
expenditure increased by less than 0.1% in July 2026 after a 0.4% rise in June. The evidence
register records real PCE growth near 2.1% from a year earlier. Demand remained positive, but
monthly momentum was soft and services spending offset a decline in goods. That composition
matters for Apple, whose premium hardware cycle ultimately depends on consumers being willing
and able to fund discretionary upgrades.

The originally supplied consumer-spending panel is not used because its displayed minus 50.72%
quarterly figure failed validation. The analysis therefore uses the verified real-PCE series,
preserving the distinction between nominal spending, real spending, month-on-month change and
year-on-year growth.

Growth and consumer pulse

Growth and Consumer Pulse

ISM manufacturing Real PCE YoY
'~ 0
54.6 ~2.1%
Above 50 and close to the 55 threshold associated with stronger industrial Household demand remains positive on the verified real-spending measure
momentum,
June real PCE July real PCE
0
+0.4%

A firm monthly increase before July moderated Monthly consumer momentum softened even as manufacturing
reaccelerated

Manufacturing activity has returned to expansion while real consumer spending remains positive
but has recently lost momentum. The macro backdrop is therefore supportive rather than
recessionary, although softer household demand could restrain discretionary upgrades of premium
Apple devices.

Capital Cycle Intelligence Page 54 of 64 Apple Deep Dive Report



Macro verdict

The regime is mixed-positive. Liquidity is supportive, financial conditions are loose and credit
stress is absent. Manufacturing has moved back into expansion. Against that, the liquidity impulse
is moderating, long yields are restrictive and consumer momentum is not accelerating. This
environment can sustain Apple’s advance if earnings continue to improve. It is less capable of
rescuing the shares if execution disappoints at a historically demanding valuation.

CCI View Liquidity and credit remain supportive, while long yields restrain valuation. The macro
signals should be read together rather than as isolated forecasts.

Capital implication
Supportive liquidity helps technology equities, but high long-term yields raise the return
required from an already expensive security.

Liquidity enables risk-taking, while credit spreads test whether financial stress is undermining
it.

What it does not prove

Easy credit does not remove valuation risk, and a positive liquidity impulse does not ensure
broad market participation.

Long yields can compress equity multiples even when recession risk is low because they
increase the discount rate applied to future cash flows.

Because the regime contains support and constraint at the same time, the report should not
resolve the tension with one point forecast. It should ask what combination of operations and
valuation produces each coherent outcome.
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14 Bull Base and Bear Cases

Apple’s future return will be determined by the interaction between operating execution and the
valuation investors are willing to sustain. The scenarios below are conditional pathways, not
probability-weighted forecasts or disguised price targets.

The same variables across every case

Each scenario is built from the same evidence: revenue and Services growth, margins, Al adoption,
the iPhone Duo cycle, China, capital allocation, relative strength, rates, liquidity and credit. This
prevents the bull case from relying only on favourable facts and the bear case from selecting an
unrelated risk list. A scenario becomes useful when it states what must happen, what would confirm
it and what would invalidate it.

Bull base and bear scenario matrix

Bull Base and Bear Case Matrix

Case Operating and market pathway Return mechanism

Bull Al adoption and iPhone Duo expand demand; Services accelerates; China holds; rates ease
and liquidity reaccelerates. 'REMIUM EARNEI

Base Growth moderates but remains durable; Services, repurchases and installed-base economics

carry earnings. PUALITY CARRIE

Bear Growth and margins fade as Al or Duo disappoint; high yields persist and macro support

deteriorates. IULTIPLE RESE

The matrix shows how the same operating and macro variables can produce materially different
investment outcomes. Its purpose is not to predict one path with false precision, but to identify the
evidence that would confirm or invalidate each case.

Bull case execution earns the premium

The bull case requires more than a successful launch event. Apple Intelligence must increase device
value, retention or paid engagement; iPhone Duo must expand the premium cycle rather than
simply rearrange Pro demand; China must remain a contributor; and Services must sustain or
improve its growth rate. If those operating gains arrive while long yields ease and liquidity
reaccelerates, earnings expectations can rise quickly enough to defend the premium valuation.

The bull case would be invalidated if the product narrative remains commercially invisible. Strong
reviews without adoption, Al usage without monetisation, or Duo shipments achieved through
cannibalisation would not meet the evidence threshold.

Base case quality carries the return

The base case assumes the FY2026 acceleration slows but does not collapse. Services, installed-
base growth and repurchases support earnings per share; China remains volatile but no longer
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contracts persistently; and Al improves the ecosystem without immediately becoming a separate
profit pool. Long yields stay restrictive and prevent another major re-rating, so returns depend
mainly on earnings delivery and the dividend rather than multiple expansion.

This is the most demanding scenario intellectually because a high-quality company can continue
compounding while the shares deliver only ordinary returns. The base case is invalidated in either
direction: durable Al and product-cycle monetisation move the evidence toward the bull case, while
simultaneous margin, growth and relative-strength deterioration move it toward the bear case.

Bear case the valuation loses its defence

The bear case does not require Apple to become a poor business. It requires the expectations
embedded in the share price to become too high for the delivered outcome. Revenue could slow, Al
adoption could disappoint, Duo could cannibalise rather than expand demand, China could weaken
or margins could normalise more sharply than expected. If long yields remain near 5% or rise while
credit and liquidity deteriorate, multiple compression can amplify even a modest earnings
disappointment.

The bear case would be invalidated by persistent earnings resilience, renewed technology-relative
leadership and an easing discount-rate backdrop. The point is not to predict failure; it is to recognise
that premium valuation converts small execution misses into larger return consequences.

CCI View The scenarios use common operating and market variables. They are decision pathways,
not price targets or assigned probabilities.

Scenarios become actionable only when the investor knows what to watch. The final step is
therefore to convert the report into a living monitoring system.
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15 Catalysts Risks and Thesis Monitoring

The Apple thesis should not be updated through headlines alone. It should change when operating,
market or macro evidence crosses a meaningful threshold. The dashboard below links every major
risk and catalyst to an observable monitor, expected cadence and source.

Catalysts and risks are often the same variable

Sir1 Al adoption is a catalyst if usage and monetisation deepen; it is a risk if reliability or regional
availability stalls. China is a catalyst while revenue rebounds and a risk when competition,
regulation or production concentration intensifies. A foldable product can expand the premium
market or cannibalise an existing one. Long yields can ease the valuation burden or make it heavier.
Monitoring works best when the same variable carries both sides of the thesis.

Thesis monitoring dashboard

Thesis Monitoring Dashboard

Monitor Evidence threshold Priority
Al adoption Siri AI availability, reliability, engagement and paid economics.

HIGH
Hardware cycle iPhone Duo demand, returns, margin and cannibalisation after launch.

’ HIGH

China Revenue, local functionality. discounting and competitive share.

HIGH
Operating quality Services growth, gross-margin normalisation and free-cash-flow conversion. m
Market confirmation Relative strength versus Nasdaq. S&P 500 and semiconductors

WEEKLY

Macro regime Liquidity impulse, 10-year yield and sustained widening in both credit tiers.

The dashboard converts the report into an updateable decision system by linking each major thesis
variable to an observable measure and review cadence. No single signal should control the
conclusion; the thesis should change when deterioration or improvement becomes persistent and is
confirmed across multiple evidence pillars

How to interpret conflicting signals

The dashboard will rarely move in unison. Strong revenue can coexist with weaker relative
strength; tight credit can coexist with high Treasury yields; product excitement can precede
commercial evidence. No single weekly move should overturn the thesis. A change becomes
material when it is persistent, confirmed by a second pillar and connected to the transmission
mechanism described in the report.

For example, a falling Apple-to-Nasdaq ratio is more concerning if accompanied by earnings
revisions and slowing Services growth. A 5% ten-year yield is less damaging if revenue and free
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cash flow continue to compound at double-digit rates. China weakness matters more if it coincides
with discounting, lost local functionality and margin pressure. The framework is designed to
prevent one dramatic headline from replacing cumulative evidence.

Priority evidence windows

The highest-priority near-term windows are post-launch iPhone Duo demand and return rates; the
availability, reliability and engagement of Siri Al; the next Greater China revenue print; gross
margin after the tariff-refund benefit; and whether Apple’s relative strength improves against the
Nasdaq and semiconductor index. Macro attention should remain on the direction of the liquidity
impulse, the 10-year yield and any sustained widening in both investment-grade and high-yield
spreads.

If the operating indicators improve while macro support merely remains stable, the valuation can be
carried by earnings. If operations weaken while yields and credit tighten, the report’s asymmetry
shifts quickly toward the bear case. That interaction—not any single forecast—should govern the
final assessment.

CCI View The monitoring framework separates observable evidence from narrative. Signals
update at different speeds and require confirmation across company and market data.

The evidence base is now complete enough for a final CCI assessment. The last section must rank
what is proven, what is plausible and what remains unproven—then state the investment conclusion
without losing the conditions that could change it.
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16 Final CCI Assessment

Apple’s operating evidence has improved materially, but the share price already discounts a
substantial portion of that progress. The final assessment therefore turns on what has been proven,
what remains conditional and how much success the valuation already assumes.

What the evidence has proven

The operating reacceleration is real. Trailing-twelve-month revenue reached approximately $466.8
billion, 12.2% above FY2025, while operating profit, net income and free cash flow also advanced.
Gross margin rose, even after recognising that the June quarter received an approximately two-
percentage-point tariff-refund benefit. R&D intensity increased to 9.2% of revenue rather than
being sacrificed to protect short-term profitability.

The business-quality evidence is equally strong. Services reached approximately $120.5 billion, the
active installed base exceeded 2.5 billion devices and free cash flow reached $136.7 billion. Greater
China returned to growth. The balance sheet rebuilt to approximately $62.2 billion of net cash,
while the cumulative buyback programme has reduced diluted shares by roughly one third since
FY2016.

The market is recognising this improvement. Apple remains in a primary uptrend, leads the S&P
500 on the supplied relative series and has recovered against several mega-cap peers. Liquidity,
loose financial conditions and tight credit spreads continue to support risk assets. None of these
observations depends on accepting an unproven Al revenue forecast.

What is plausible but not yet proven

Apple has a credible path to making artificial intelligence valuable through distribution, custom
silicon, privacy architecture, personal context and deep operating-system integration. Siri Al and the
next generation of Apple Intelligence have crossed from vague roadmap to defined product and
developer testing. It is plausible that these capabilities improve replacement demand, retention,
Services engagement or subscription economics. Adoption, reliability and incremental profit have
not yet established that outcome.

The iPhone Duo is similarly credible. Its combination of a new form factor, A20 Pro silicon,
redesigned software and Al integration fits Apple’s historical fast-follower playbook. It may expand
the premium smartphone market or deepen ecosystem engagement. At the evidence cut it remained
pre-commercial, with no sales, margin, durability, return-rate or cannibalisation evidence.

Leadership continuity is also a reasonable positive inference. John Ternus brings deep product and
hardware experience, Tim Cook preserves institutional memory as executive chairman and Arthur
Levinson provides formal independent leadership. Whether that structure accelerates Al-era
adaptation or preserves the inertia that contributed to Apple’s delayed rollout will be determined by
execution, not biography.

What the price already assumes

The valuation is the report’s clearest constraint. Apple traded near 38.5 times trailing earnings, 36.2
times forward earnings, 10.6 times sales and 36.2 times free cash flow. Its earnings yield of
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approximately 2.6% sat below a 5.0% ten-year Treasury yield. The agreement across multiple
measures shows that the premium is broad rather than an artefact of one denominator.

Apple deserves a higher rating than a conventional hardware vendor. Services, ecosystem scale,
margins and cash conversion support that distinction. But a deserved premium is not the same as an
unlimited one. The current price requires growth, resilience and execution to continue; it provides
less protection if FY2026 proves unusually favourable or the new products fail to generate
measurable economics.

Final evidence balance

Final Evidence Balance

Evidence pillar Current conclusion CCI read

Proven strengths Operating reacceleration, Services scale, installed base, cash generation and capital returns.

STRONG
Conditional catalysts Siri AL Apple Intelligence and iPhone Duo can renew engagement and replacement demand.
: TESTABLE
Valuation constraint Broad premium multiples and an earnings yield below the 10-year Treasury leave limited
tolerance. DEMANDING
Stance Constructive on the company: selective and valuation-disciplined on the security

The final balance shows that Apple’s proven operating and franchise strengths outweigh the
evidence of structural deterioration. The principal constraint is not business quality but the narrow
margin of safety created by demanding valuation and still-unproven Al and product-cycle
economics.

The investment conclusion

The evidence supports a constructive view of Apple the company and a more selective view of
Apple the security. The franchise is strengthening, the FY2026 acceleration deserves recognition
and the combination of Services, installed-base scale, cash generation and capital returns remains
exceptional. The old thesis of irreversible stagnation or permanent Al absence is no longer
supported.

At the same time, the shares offer limited tolerance for ordinary execution. A buyer at the current
valuation is not simply acquiring a high-quality business; they are prepaying for durability and part
of the next growth phase. Attractive returns can still follow if earnings compound strongly enough
to absorb gradual multiple compression. The asymmetry worsens if growth fades while long yields
remain restrictive, because the valuation can fall before the franchise itself appears impaired.

The appropriate stance is constructive but valuation-disciplined. Existing holders can remain
aligned with the primary trend while monitoring the operating and macro thresholds established in
Section 15. New capital should recognise that the evidence supports ownership quality more clearly
than it supports entry urgency. Patience, staged exposure or a better valuation would improve the
margin of safety without requiring a negative view of the company.
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The thesis should strengthen if Services and installed-base momentum persist, Siri Al produces
observable engagement or paid economics, iPhone Duo expands rather than cannibalises premium
demand, China remains constructive and earnings grow through the high-rate hurdle. It should
weaken if growth returns to low single digits, margins deteriorate after normalisation, regional Al
restrictions persist, relative strength breaks down or liquidity and credit turn simultaneously
adverse.

Final judgement

Apple has taken a later route into Al through the device and ecosystem layer. That route is credible,
but its economics remain ahead of the evidence. The company enters this test with formidable
advantages—distribution, silicon, brand, installed-base scale, recurring Services and financial
capacity—and the market already recognises them.

The evidence does not support either extreme. Quality cannot neutralise price, and lateness in Al
does not establish failure. Apple is a superior business facing a demanding proof period: operating
evidence is improving, market evidence is supportive and macro evidence is mixed-positive, while
valuation remains unforgiving. Until Al and the new hardware cycle produce measurable
incremental economics, the opportunity is compelling but the margin of safety is not.
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Questions create understanding.
Evidence creates conviction.
Judgement creates decisions.
Allocation creates returns.
Returns create financial freedom.
Welcome to Capital Cycle Intelligence
Where the investigation never ends.

Neither should the pursuit of evidence.
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Disclaimer

This publication has been prepared by CCI for general educational and informational
purposes only. It does not constitute personal financial advice, investment advice, a
recommendation, an offer or a solicitation to buy, sell or hold any security or financial
product.

The information is general in nature and does not take into account any person’s
objectives, financial situation, needs, risk tolerance or investment framework. All financial
decisions remain entirely the responsibility of each individual member. Consider obtaining
independent professional advice before acting.

While reasonable care has been taken in compiling the evidence, CCl does not guarantee
that the information is complete, current or free from error. Forecasts, interpretations and
market indicators involve uncertainty. Past performance is not a reliable indicator of future
performance.

Some FY2026 Apple figures discussed in this publication may remain unaudited until
Apple files its annual report.. Proprietary CCI indicators are presented as analytical outputs
only; their methodology, code, parameters and thresholds are confidential and are not
reproduced.

Charts sourced from TradingView and company materials remain subject to the terms and
limitations of their respective data providers. Readers should verify material facts against
original filings before relying on them.

Thank you for reading—and for bringing your own
questions to the evidence.
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