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Ratio analysis refers to analyzing a firm's performance to assess its profitability and to evaluate its competitiveness and performance. Ratio analysis begins with the computation of the concerned firm's ratios using a set of its financial statements and other data (Axelrod, 2017). Ratios are figures that express the relative relationship between two variables. Usually, a company's ratios may not be useful when only regarded on their own. Rather, a firm's ratios are typically compared with its industry averages to assess its performance vis-a-vis its peers. In this article, the financial ratios of Apple Company are investigated to reveal its performance ("Apple - Investor Relations," 2020).
Ratio Analysis 

Return on Assets 

The return on assets is the return rate that a firm has earned on each dollar of its assets. The ratio is an important indicator that measures profitability from the perspective of the company's assets (Axelrod, 2017). The more the rate of return on the assets of a company, the higher the profitability of the firm is. The return on assets of a company should be compared with the industry average to determine whether a company is earning more on its assets than its competitors. Apple had a rate of return on assets of 18.16% in the year 2019 (Axelrod, 2017).
Return on Equity 

The return on equity is the return rate that a company has earned on the shareholders' funds. The ratio is also an important indicator because it measures profitability from the perspective of the equity investors, who bear the ultimate risk of investing in the firm. The more the return on equity, the more desirable it is for the company's equity investors (Axelrod, 2017). The ratio is obtained by expressing the firm's net income as equity’s percentage. Apple had a return on investment of 61.06% in 2019, which is relatively high.

Return on Capital 

The return on capital is another critical ratio that measures the return rate that a firm has earned on its capital (Axelrod, 2017). A firm's capital consists of both shareholders' equity and long-term debt. The return on capital is obtained by expressing the company's operating profit as a percentage of its money—the more the return on capital, the better the company's utilization of capital in generating profits. Apple had a return on equity of 23.4% in 2019 (Axelrod, 2017).
Profits, Revenues and Expense Margins
The gross margin describes a firm's gross profit expressed as a percentage of its revenues. Apple had a gross profit margin of 37.82% in 2019 (Axelrod, 2017). The company's revenues stood at $260174 million in the same year. The gross profit is used to cover a firm's operational and other expenses (Anand, 2017). The company's selling, general and administrative (SG&A) margin was 7.01% in 2019.
Current Ratio 

It is firm's existing ratio of assets relative to its current liabilities. The current ratio is an essential ratio to a firm as it is used to measure the firm’s liquidity and the ability to settle its short-term maturing obligations (Anand, 2017). A current ratio of between 1 and 2 is conventionally considered desirable since it shows that a firm has the appropriate capital investment in current assets. Apple had a current ratio of 1.54 in 2019, which shows that it was sufficiently liquid during the year (Axelrod, 2017).
Quick Ratio 

The quick ratio is also used to measure a firm's liquidity. It is obtained by adjusting the current assets to exclude items such as inventory that may take too long to realize, and expressing the resulting figure as a ratio relative to the firm's current liabilities. Apple had a quick ratio of 1.28 in 2019 (Anand, 2017).
Total Debt and Equity 

The total debt of Apple was $248028 million in 2019. Total debt consists of long-term and short-term debt (Axelrod, 2017). The company's equity totaled $90488 million in 2019. The company's equity contained issued share capital retained earnings, as well as its other reserves.
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