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Introduction
Financial management is a very ideal tool that defines every manager regardless of their line or department of operation. This skill helps in financial control, making decisions that are realistic and that are up to budgetary allocation. In the assignment and the company forth, I am obligated to the role of a financial manager, making investment decisions and allocating funds in the best identified and evaluated projects. In this particular case, I will be helping my client (project sponsor) to discern the best opportune stock company to invest in. An investment decision may seem simple to make, but if, mistakes are made at this initial stage, the entire project fails. This leads to the loss of funds and other resources (Cornelissen et al, 2017)
Before I choose the company, there are a few considerations that I expect from this company. There is a threshold of the market share, the kind of trade the company engages in, the prospects of the company in the near future and its client dividend payout. The company that I choose for my client is the Apple Inc. 
Rationale for choosing Apple Inc.

History
Apple Inc. was founded on 1st April, the year 1976 by Steve Jobs and Wozniak. In the year 1978, the company made good sales, $7.8 million which increased hugely to making the company go public. In 1980, it made sales worth $117. The company has had a good history, both in performance and dividend payout. The demand for its products increases day after the other, an implication of a defined market share. This is a good company to invest on.  

Primary products
Apple is a publicly traded company based in the United States, but operates globally. It has one of the most valuable brands not just in the U.S., but the world, the apple products. It is engaged in design, production and distribution of mobile communication, devices, computers etcetera. The most primary products are the iPhone, the iPad, Apple watch, macOS, iOS, logic pro, and the apple TV (Castillo et al, 2017). 

Financial overview
One of the most vital rules to any investment is the length of benefits that the targeted investment will yield. It doesn’t matter whatever business activity your company engages in, all that what matters is the return on investment. In the year 2017, Apple Inc. grew by 50 percent. In the fourth quarter of 2017, Apple Inc. revenues raised to $88.29 billion, a margin of 13 percent. Net incomes increased to $20.07 billion, a 12 percent margin. The increase in revenues is an implication of increased market size, hence demand for the company’s products and services. Research and development as well as general and administrative expenses led to a slip in the net income. 
	Period Ending:
	Sep 30, 2017
	Sep 24, 2016
	Sep 26, 2015
	Sep 27, 2014

	Total Revenue
	229234
	215639
	233715
	182795

	Gross Profit
	88186
	84263
	93626
	70537

	Operating Income
	61344
	60024
	71230
	52503

	Net Income
	48351
	45687
	53394
	39510



There is a growth trend in the company’s financials and this is the primary reason as to why I chose this company. This is a prospection and aspiration that the company will do wonderful works. The performance, therefore, by greater part intrigued my investment in the company. 
The thrilling market cap of 1 trillion U.S. dollars is a compelling reason that has kept my eye on the company. Additionally, the company’s products e.g. the iPhone has been among the best products in history with a highly regressive demand (Śliwiński et al, 2017). IPhone X super cycle is expected to boost the company’s sales in 2018. 
The company is a beneficiary from tax reform. Apple has huge cash overseas that will be brought back to the U.S. – repatriation tax holiday. This will increase on the company’s stock and thereby increasing the dividend payout ratio. This means a higher earning to the investor. In this year 2018, earnings per share will increase by around 15% and therefore, giving a good reason to me to invest the client’s funds in this company. 
Services revenue. There is a controlled user base in the company’s devices that monetizes users through services division. This means an addition to the incomes of the company as well as dividend rates (Śliwiński et al, 2017). Growth in enterprise is yet another reason as to why I should keep into this company. It engages in the most changing sector in the current digital world. Prospects of growth are very high.
Citations
Śliwiński, P., & Łobza, M. (2017). Financial Performance of Socially Responsible Indices. International Journal of Management and Economics, 53(1), 25-46.
This information is obtained from investing.com, with the above reference. 

Client profile
My client above is Mac Tootsie, is a man aged 48 years. Mac is married to Zoe Lotic and blessed with two daughters. Mac is a professor in political science and has had a wide range of exposure to different states in the agenda to learning. Despite being a politician, Mac has engaged in many disciplines in the economy. He has partnered with non-governmental organization in a view to help provide investment solutions to the youths and the poor. Mac’s investment growth is to grow, as a person and also institutionalize his entire investments. One of the greatest goal that Mac wants at the end of this year is growing his share portfolio, and establish a base for all his earnings. 

Apple’s ratio analysis
In this section, I will analyze some of the most useful efficiency and profitability ratios over the past 3 or so years in a view to determine its performance.
	Ratio
	
	
	Year 
	

	
	2014
	2015
	2016
	2017

	Gross margin %
	38.59
	40.06
	39.08
	38.47

	Operating margin %
	29
	30
	28
	27

	Profit margin % 
	22
	23
	21
	21

	Return on assets %
	18.01
	20.45
	14.93
	13.87

	Return on equity %
	33.61
	46.25
	36.90
	36.87

	Return on invested capital %
	26.20
	31.32
	21.95
	19.86

	Current ratio %
	108
	111
	135
	128

	Quick ratio %
	105
	108
	133
	123

	Cash ratio %
	40
	52
	85
	74


Source: NASDAQ Mar. 1, 2018 

The ratios of interest in this particular context are liquidity and profitability ratios (Śliwiński et al, 2017). Liquidity ratios: 
a) Current ratio – it measures the relationship between the current assets and the current liabilities. It simply evaluates whether the company is in a position to pay off its current liabilities using its current assets. Remember, some of the liabilities of the company is to pay out dividends to its shareholders. The establishment of this particular ratio would therefore, help reach a decision that is concrete and long termed. The variables are directly drawn from the Apples Inc. balance sheet.
Current ratios = current assets / current liabilities
Looking at the history of the company, results are very clear that the company has ever had a good asset base.  Over and over, the company had always a god asset base which really inspired my choice as an investor. There is no time that the current liabilities couldn’t be paid off. This is an assurance that, my client’s dues and claims will be met, and in good time. 
Apple Inc. has had favorable current ratio since its inception. With the development of the new products in the market, I believe the ‘going forward’ of the company will be on growth. 
b) Quick ratio – this is a liquidity ratio that helps determine whether the company is in a position to meet its short-term liabilities or obligations. It is more definite than the current ratio since it deals with liquid assets alone. This means I will evaluate Apple’s liquid current assets to pay off its short lived obligations. It solely concentrates on the liquid assets like cash and other marketable short term securities. Also known as the acid test ratio.
Quick ratio = liquid assets / current liabilities 
Liquid assets: cash and cash equivalents + market securities (short-term) + receivables.
The analysis of this ratio will be very vital to determine the extent of the risk that I am engaging my client in. Over the years, the company has had a favorable acid test ratio as shown in the above table and, therefore, it will be wise to invest in such a company. An unfavorable acid test will mean that a company cannot meet its short term liabilities. Shareholders can decide to redeem their earnings at any time and it is good that the company stay in the right quick ratio bracket. 
c) Cash ratio – what is the company’s capacity when it comes to its short term claims by outsiders and even the shareholders. This ratio shows the Apple’s ability to settle off its current liabilities using only its cash assets. This determines its position. It appears meaningless for an investor to put his/her money in a company they cannot evaluate its position. That’s why this is a very important ratio that the investors look at before buying shares in any company.
Cash ratio = (cash equivalents + cash) / current liabilities
Cash and cash equivalents for the Apple Inc. include even the marketable securities in the short run 
The current ratio, though important, does not so much relate to investment benefits since the company can still settle off these liabilities using the other current or even non-current assets. As long as the quick ratio is favorable, the company is worth the investment. In 2014, Apple’s cash ratio was 40%, meaning only 40% of the company’s liabilities equate to the cash at hand plus other liquid assets. Over the years, this ratio grew, a justification that the company is growing.
Profitability ratios: these are ratios that measure the firm’s ability to earn a profitable return. The inception of any business is meant to increase profitability, and therefore, this is a very vital ratio to investors who seek to maximize profits. When the company makes good profit, it then redistributes dues to every investor, which forms the investor’s income. 
a) Gross profit margin – this is the margin of profit, in other words. It is given by Apple’s gross income (i.e. revenue from the sale of commodities minus costs) divided by net revenues. It tells the company’s pricing strategies as well as ability to sell commodities.
Gross margin profit = Income from sale of good / total sales or net revenue
This means that a 38.47% of the total revenue remained after direct production costs had been met. This value slightly decreased as compared to 2016’s value of 39.08%. Important news to the investor is that, this is favorable for investment considering that the company has very high growth prospects (Zhang et al, 2017). 
b) Operating profit margin – it’s a profitability ratio that shows total revenue’s percentage made by operating income. I.e. what revenues remained after all expenses had been paid. 
Operating profit margin = operating income/ net revenues
27% of revenue remained after all expenses were settled. This is what is redistributed as dividends plus any other received incomes in 2017 having increased compared to the previous years. This is a direct proportionate value to my client’s income in the company. This was expected to rise as iPhone X hit the market. This has been seen in the reports of this year’s first quarter. Very high growth prospects still hold in place for this company’s shareholders. 
c) Net profit margin –this is what remains from revenue after all expenses have been paid and interest, taxes and dividends paid out. It is calculated as; 
Net profit margin = Net Income / net revenue
This means that for every $1 earned, $0.21 is accredited to the shareholder’s account. This will definitely increase as the business picks and more demand is stroke in this year. 
d) Return on equity – measures Apple’s Inc. ability to derive profits from its shareholder’s investments. I will calculate my clients input versus output and gauge the extent of the investment. For instance, there is a growth of the same in the previous years. 
Return on equity = net income / shareholder’s (owner’s) equity
This means that shareholders saw a 36.07% increase in their investments which is very encouraging for re-investment which is growing over and over. ROE for the company has been favorable since inception. This is a good hotspot investment company.
e) Returns on assets – a ratio that computes the total income earned from assets. How assets are profitable to the Apple’s company. This will define the profits to derive from the assets/shares. Since the company has had a good ROA over the years, I would still invest in the company shares.
 	ROA = net income/ total average assets
Stock price analysis over the years
	2014
	2015
	2016
	2017

	Opening: 66.036
Closing: 104.066
	110.458
100.925
	93.331
113.521
	118.942
168.551



One of the other factor that I should consider is the market demand of the products of the company. This company has had wonderful products and that is why their profits have been increasing. 
Quality products, are defined by high price shares and hence prospects of money yielding. The company shares have seen an increase in price due to the demand in the market. This clearly tells that the company would make good dividends out of my client’s investment fund. 

Financial ratio comparison 						Company 	Industry

		Quick Ratio 
	1.2
	1.68

	Current Ratio 
	1.24
	1.77

	LT Debt to Equity 
	74.12%
	46.96%

	Total Debt to Equity 
	87.3%
	53.27%




	Efficiency
	 
	 

		Asset Turnover 
	0.65
	0.74

	Inventory Turnover
	41.29
	43.48

	Revenue/Employee
	1.94M
	1.67M

	Net Income/Employee 
	431.91K
	365.28K

	Receivable Turnover 
	12.76
	16.49





Source: investing.com 

This comparison in the industry helps me as a chief decision maker to know whether the company’s market share is promising for the next accounting period. 

Recommendations 
Every investment is itself a risk worth taking during execution because returns are not defined. In the case above, the major risks are economic prospects that cannot be dictated. For instance, the decline of the stock’s price. This is the loss of value of the shares which are the investments of the client. Another risks could be competition posed by Microsoft and other companies which would stumble down the company. 

· Provide information of the potential risks associated with the following:
· Macroeconomic risks: Domestic economy 
The market is never dictated by any one. Supply and demand forces are the most prominent actors in the market. It comes a time when the general prices of commodities increase. This is profit to the client. A deflation affects investment to the negative because shares lose value. This means that trading them is cheap and there are now profits.
Firm specific risks
Defaulting to make dividend payments. This is a risk that investors would lose your investments. Another risk can accounting mistakes that would lead the company being overtaxed and at the same time dividend ratios are reduced. 
Client risks (ex. employment loss, health, etc.)
The client also imposes some risks to the investment. Failure to purchase or add on shares and withdrawal of shares before maturity. 
· Provide alternatives to reduce risks described above (example include but not limited to)
Deflation of share prices can be offset by fixing a share price that provides for an allowance of these changes. 
To make sure that the company does not default, clients are required to get involved in the affairs handled. 
Insuring clients would provoke loss of shares.  
The company needs also can decide to diversify in sales so as to avoid individual country deflations and inflations as well.
[bookmark: _GoBack]










Appendixes 
	APPLE INC  (AAPL) CashFlowFlag INCOME STATEMENT
	

	Fiscal year ends in September. USD in millions except per share data.
	2013-09
	2014-09
	2015-09
	2016-09
	2017-09
	TTM

	Revenue
	170910
	182795
	233715
	215639
	229234
	239176

	Cost of revenue
	106606
	112258
	140089
	131376
	141048
	147254

	Gross profit
	64304
	70537
	93626
	84263
	88186
	91922

	Operating expenses
	
	
	
	

	Research and development
	4475
	6041
	8067
	10045
	11581
	12117

	Sales, General and administrative
	10830
	11993
	14329
	14194
	15261
	15546

	Total operating expenses
	15305
	18034
	22396
	24239
	26842
	27663

	Operating income
	48999
	52503
	71230
	60024
	61344
	64259

	Interest Expense
	136
	384
	733
	1456
	2323
	2532

	Other income (expense)
	1292
	1364
	2018
	2804
	5068
	5212

	Income before taxes
	50155
	53483
	72515
	61372
	64089
	66939

	Provision for income taxes
	13118
	13973
	19121
	15685
	15738
	16414

	Net income from continuing operations
	37037
	39510
	53394
	45687
	48351
	50525

	Net income
	37037
	39510
	53394
	45687
	48351
	50525

	Net income available to common shareholders
	37037
	39510
	53394
	45687
	48351
	50525

	Earnings per share
	
	
	
	
	

	Basic
	5.72
	6.49
	9.28
	8.35
	9.27
	9.81

	Diluted
	5.68
	6.45
	9.22
	8.31
	9.21
	9.74

	Weighted average shares outstanding
	
	
	

	Basic
	6477
	6086
	5753
	5471
	5217
	5171

	Diluted
	6522
	6123
	5793
	5500
	5252
	5209

	EBITDA
	57048
	61813
	84505
	73333
	76569
	79386

	



APPLE INC  (AAPL) CashFlowFlag BALANCE SHEET
	

	Fiscal year ends in September. USD in millions except per share data.
	2013-09
	2014-09
	2015-09
	2016-09
	2017-09

	Assets
	
	
	
	
	

	Current assets
	
	
	
	

	Cash
	
	
	
	
	

	Cash and cash equivalents
	14259
	13844
	21120
	20484
	20289

	Short-term investments
	26287
	11233
	20481
	46671
	53892

	Total cash
	40546
	25077
	41601
	67155
	74181

	Receivables
	13102
	17460
	16849
	15754
	17874

	Inventories
	1764
	2111
	2349
	2132
	4855

	Deferred income taxes
	3453
	4318
	5546
	
	

	Other current assets
	14421
	19565
	23033
	21828
	31735

	Total current assets
	73286
	68531
	89378
	106869
	128645

	Non-current assets
	
	
	
	

	Property, plant and equipment
	
	

	Gross property, plant and equipment
	28519
	39015
	49257
	61245
	75076

	Accumulated Depreciation
	-11922
	-18391
	-26786
	-34235
	-41293

	Net property, plant and equipment
	16597
	20624
	22471
	27010
	33783

	Equity and other investments
	106215
	130162
	164065
	170430
	194714

	Goodwill
	1577
	4616
	5116
	5414
	5717

	Intangible assets
	4179
	4142
	3893
	3206
	2298

	Other long-term assets
	5146
	3764
	5556
	8757
	10162

	Total non-current assets
	133714
	163308
	201101
	214817
	246674

	Total assets
	207000
	231839
	290479
	321686
	375319

	Liabilities and stockholders' equity
	
	

	Liabilities
	
	
	
	

	Current liabilities
	
	
	
	

	Short-term debt
	6308
	10999
	11605
	18473

	Accounts payable
	22367
	30196
	35490
	37294
	49049

	Taxes payable
	1200
	1209
	
	
	

	Accrued liabilities
	5217
	7689
	25181
	22027
	25744

	Deferred revenues
	7435
	9548
	8940
	8080
	7548

	Other current liabilities
	7439
	8498
	
	
	

	Total current liabilities
	43658
	63448
	80610
	79006
	100814

	Non-current liabilities
	
	
	

	Long-term debt
	16960
	28987
	53463
	75427
	97207

	Deferred taxes liabilities
	16489
	20259
	24062
	26019
	31504

	Deferred revenues
	2625
	3031
	3624
	2930
	2836

	Other long-term liabilities
	3719
	4567
	9365
	10055
	8911

	Total non-current liabilities
	39793
	56844
	90514
	114431
	140458

	Total liabilities
	83451
	120292
	171124
	193437
	241272

	Stockholders' equity
	
	
	

	Common stock
	23313
	27416
	31251
	35867

	Additional paid-in capital
	19764
	
	
	
	

	Retained earnings
	104256
	87152
	92284
	96364
	98330

	Accumulated other comprehensive income
	-471
	1082
	-345
	634
	-150

	Total stockholders' equity
	123549
	111547
	119355
	128249
	134047

	Total liabilities and stockholders' equity
	207000
	231839
	290479
	321686
	375319



	APPLE INC  (AAPL) Statement of  CASH FLOW
	
	

	Fiscal year ends in September. USD in millions except per share data.
	2013-09
	2014-09
	2015-09
	2016-09
	2017-09
	TTM

	Cash Flows From Operating Activities
	
	
	

	Net income
	37037
	39510
	53394
	45687
	48351
	50525

	Depreciation & amortization
	6757
	7946
	11257
	10505
	10157
	9915

	Deferred income taxes
	1141
	2347
	1382
	4938
	5966
	-29223

	Stock based compensation
	2253
	2863
	3586
	4210
	4840
	4880

	Change in working capital
	6478
	7047
	11647
	484
	-5550
	28463

	Accounts receivable
	-2172
	-4232
	611
	1095
	-2093
	-9360

	Inventory
	-973
	-76
	-238
	217
	-2723
	-1709

	Accounts payable
	2340
	5938
	5400
	1791
	9618
	21746

	Other working capital
	7283
	5417
	5874
	-2619
	-10352
	17786

	Other non-cash items
	
	
	-166
	97

	Net cash provided by operating activities
	53666
	59713
	81266
	65824
	63598
	64657

	Cash Flows From Investing Activities
	
	
	

	Investments in property, plant, and equipment
	-8165
	-9571
	-11247
	-12734
	-12451
	-11927

	Acquisitions, net
	-496
	-3765
	-343
	-297
	-329
	-485

	Purchases of investments
	-148489
	-217128
	-166402
	-143816
	-159881
	-146881

	Sales/Maturities of investments
	124447
	208111
	121985
	111794
	126339
	118497

	Purchases of intangibles
	-911
	-242
	-241
	-814
	-344
	-412

	Other investing activities
	-160
	16
	-26
	-110
	220
	294

	Net cash used for investing activities
	-33774
	-22579
	-56274
	-45977
	-46446
	-40914

	Cash Flows From Financing Activities
	
	
	

	Debt issued
	16896
	18266
	
	
	
	

	Debt repayment
	
	
	-2500
	-3500
	

	Common stock issued
	530
	730
	543
	495
	555
	

	Common stock repurchased
	-22860
	-45000
	-35253
	-29722
	-32900
	-32144

	Dividend paid
	-10564
	-11126
	-11561
	-12150
	-12769
	-12978

	Other financing activities
	-381
	-419
	28555
	23394
	31267
	32499

	Net cash provided by (used for) financing activities
	-16379
	-37549
	-17716
	-20483
	-17347
	-12623

	Net change in cash
	3513
	-415
	7276
	-636
	-195
	11120

	Cash at beginning of period
	10746
	14259
	13844
	21120
	20484
	16371

	Cash at end of period
	14259
	13844
	21120
	20484
	20289
	27491

	Free Cash Flow
	
	
	
	
	

	Operating cash flow
	53666
	59713
	81266
	65824
	63598
	64657

	Capital expenditure
	-9076
	-9813
	-11488
	-13548
	-12795
	-12339

	Free cash flow
	44590
	49900
	69778
	52276
	50803
	52318
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