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Factoring in a muted 7 and the 8 super cycle
■ Reiterate Outperform, adjusting estimates. As details emerge earlier than 

usual, we now factor in the impact of the iPhone 7 and iPhone 8 (rather than 
being called the 7s). We conclude that the iPhone 7 will prove to be a 
modest upgrade, with significant innovations pushed out to the iPhone 8. 
While this does not change our view of the LT EPS power of the business, 
we cut our CY16 EPS est by less than 1% (to $7.80) and our CY17 est by 
5% (to $9.67), and introduce our CY18 EPS est of $12.32. Given high 
retention rates, a superior ecosystem, a multi-product compute advantage 
and a growing services business, we believe FCF of ~$67bn should be 
sustainable LT. We reiterate our OP rating and $150 TP. (Please see the 
accompanying slide deck.)

■ iPhone 7 muted cycle impact (and factoring in the SE ramp). We see the 
iPhone 7 coming with modest feature improvements (thinner, more storage, 
dual camera for Plus). We factor this into our installed base model, keeping 
the replacement rate at 32 months and modeling down new users. We note 
that iPhone units will still grow from this year's base, but the recovery is likely 
to be more muted, up 4.2% yoy to 215mn. Additionally, we factor in the near-
term success of the iPhone SE, bringing down ASPs and GM due to a slower 
6s/6s Plus cycle. We now model ASP/GM of $653/38.7%, respectively.

■ The iPhone 8 super cycle. We see a number of features and upgrades, 
including an OLED screen, full glass display, no home button, enhanced 
Taptic Engine, improved camera, and wireless charging in the iPhone 8. 
While this is some time away, we believe the iPhone 8 will be feature and 
specification rich. These features, coming potentially in September 2017 and 
even if in just a Pro version of the device, should drive an accelerated 
replacement cycle and draw in new users and should result in mix 
improvements. As such, we now assume iPhone units in CY18 of 250mn, up 
16.1% yoy, ASPs of $667 and conservatively model GM at 39.0%.

■ Valuation. Acknowledging the higher level of uncertainty around the quality 
of the product cycle near-term, we still see solid risk reward arguments. We 
see a trough valuation on a P/E ex-cash basis of 8.5x and add back 
~$15/share of fully taxed net cash, suggesting support at $90. Long-term, 
given Apple's Services growth and an installed base that could grow to 
~1.4bn long-term, we see a sustainable, annuity like FCF of $67bn LT, 
implying a valuation of $150.
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On 14-Jun-2016 the S&P 500 INDEX closed at 2075.32
Daily Jun15, 2015 - Jun14, 2016, 06/15/15 = US$126.92

Quarterly EPS Q1 Q2 Q3 Q4
2015A 3.06 2.33 1.85 1.96
2016E 3.28 1.90 1.39 1.62
2017E 2.89 2.07 1.88 2.30

Financial and valuation metrics
Year 9/14A 9/15A 9/16E 9/17E
EPS (Excl. ESO) (US$) 6.43 9.20 8.19 9.15
EPS (CS adj., ) 6.43 9.20 8.19 9.15
Prev. EPS (CS adj., US$) - - 8.18 9.64
P/E (CS adj.) (x) 15.2 10.6 11.9 10.7
P/E rel. (CS adj., %) - 60.2 68.2 69.4
Revenue (US$ m) 182,795.0 233,715.0 213,632.0 217,683.7
EBITDA (US$ m) 60,449.0 82,487.0 68,929.8 70,404.4
Net Debt (US$ m) 10,218 22,861 23,137 4,286
OCFPS (US$) 9.72 14.00 11.98 13.80
P/OCF (x) 10.4 7.9 8.1 7.1
 

Number of shares (m) 5,477.42 Price/Sales (x) 2.49
BV/share (Next Qtr., US$) 23.1 P/BVPS (x) 4.3
Net debt (Next Qtr., US$ m) 24,889.0 Dividend (current, US$) -
Dividend yield (%) -
Source: Company data, Thomson Reuters, Credit Suisse estimates
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Apple Inc  (AAPL)
Price (14 Jun 2016): US$97.46; Rating: OUTPERFORM; Target Price: US$150.00; Analyst: Kulbinder Garcha

Income Statement 9/14A 9/15A 9/16E 9/17E
Revenue (US$ m) 182,795.0 233,715.0 213,632.0 217,683.7
EBITDA 60,449 82,487 68,930 70,404
Depr. & amort. (7,946) (11,257) (9,973) (8,165)
EBIT (US$) 52,503 71,230 58,956 62,239
Net interest exp -0 -0 -0 -0
Associates - - - -
Other adj. 980 1,285 1,600 1,600
PBT (US$) 53,483 72,515 60,556 63,839
Income taxes (13,973) (19,121) (15,381) (16,215)
Profit after tax 39,510 53,394 45,175 47,624
Minorities - - - -
Preferred dividends - - - -
Associates & other 0 0 0 0
Net profit (US$) 39,510 53,394 45,175 47,624
Other NPAT adjustments 0 0 0 0
Reported net income 39,510 53,394 45,175 47,624

Cash Flow 9/14A 9/15A 9/16E 9/17E
EBIT 52,503 71,230 58,956 62,239
Net interest -0 -0 -0 -0
Cash taxes paid - - - -
Change in working capital 7,047 11,647 3,518 11,702
Other cash & non-cash items 163 (1,611) 3,610 (2,050)
Cash flow from operations 59,713 81,266 66,085 71,891
CAPEX (9,571) (11,247) (10,744) (10,545)
Free cashflow to the firm 50,142 70,019 55,340 61,346
Aquisitions - - - -
Divestments - - - -
Other investment/(outflows) (13,008) (45,027) (28,162) 0
Cash flow from investments (22,579) (56,274) (38,906) (10,545)
Net share issue(/repurchase) (44,270) (34,710) (27,872) (29,179)
Dividends paid (11,126) (11,561) (12,054) (13,317)
Issuance (retirement) of debt 11,960 27,114 50,081 30,000
Other (27,502) (18,478) (37,609) (30,000)
Cashflow from financing activities (70,938) (37,635) (27,454) (42,496)
Effect of exchange rates - - - -
Changes in Net Cash/Debt (33,804) (12,643) (276) 18,850
Net debt at start (23,586) 10,218 22,861 23,137
Change in net debt 33,804 12,643 276 (18,850)
Net debt at end 10,218 22,861 23,137 4,286

Balance Sheet (US$) 9/14A 9/15A 9/16E 9/17E
Assets
Cash & cash equivalents 25,077 41,601 91,735 140,586
Account receivables 17,460 16,849 9,944 9,985
Inventory 2,111 2,349 1,324 1,583
Other current assets 23,883 28,579 18,396 18,673
Total current assets 68,531 89,378 121,400 170,826
Total fixed assets 20,624 22,471 25,637 30,059
Intangible assets and goodwill 8,758 9,009 9,092 9,092
Investment securities - - - -
Other assets 133,926 169,621 181,324 182,039
Total assets 231,839 290,479 337,453 392,016
Liabilities
Accounts payables 30,196 35,490 33,014 35,504
Short-term debt 6,308 10,999 10,498 10,498
Other short term liabilities 26,944 34,121 27,857 27,035
Total current liabilities 63,448 80,610 71,369 73,037
Long-term debt 28,987 53,463 104,374 134,374
Other liabilities 27,857 37,051 31,346 42,671
Total liabilities 120,292 171,124 207,090 250,082
Shareholder equity 111,547 119,355 130,364 141,934
Minority interests - - - -
Total liabilities and equity 231,839 290,479 337,453 392,016
Net debt 10,218 22,861 23,137 4,286

Per share 9/14A 9/15A 9/16E 9/17E
No. of shares (wtd avg) 6,145 5,806 5,518 5,208
CS adj. EPS 6.43 9.20 8.19 9.15
Prev. EPS  (US$) - - 8.18 9.64
Dividend (US$) 0.00 0.00 0.00 1.00
Dividend payout ratio 0.00 0.00 0.00 10.93
Free cash flow per share 8.16 12.06 10.03 11.78

Earnings 9/14A 9/15A 9/16E 9/17E
Sales growth (%) 7.0 27.9 (8.6) 1.9
EBIT growth (%) 7.2 35.7 (17.2) 5.6
Net profit growth (%) 6.7 35.1 (15.4) 5.4
EPS growth (%) 13.6 43.0 (11.0) 11.7
EBITDA margin (%) 33.1 35.3 32.3 32.3
EBIT margin (%) 28.7 30.5 27.6 28.6
Pretax margin (%) 29.3 31.0 28.3 29.3
Net margin (%) 21.6 22.8 21.1 21.9

Valuation 9/14A 9/15A 9/16E 9/17E
EV/Sales (x) 2.98 2.38 2.61 2.47
EV/EBITDA (x) 9.2 6.7 8.1 7.9
EV/EBIT (x) 10.4 7.8 9.4 8.6
P/E (x) 15.2 10.6 11.9 10.7
Price to book (x) 5.3 4.7 4.1 3.6
Asset turnover 0.8 0.8 0.6 0.6

Returns 9/14A 9/15A 9/16E 9/17E
ROE stated-return on (%) 33.6 46.2 36.2 35.0
ROIC (%) 0.3 0.4 0.3 0.3
Interest burden (%) 1.02 1.02 1.03 1.03
Tax rate (%) 26.1 26.4 25.4 25.4
Financial leverage (%) 0.32 0.54 0.88 1.02

Gearing 9/14A 9/15A 9/16E 9/17E
Net debt/equity (%) 9.2 19.2 17.7 3.0
Net Debt to EBITDA (x) 0.2 0.3 0.3 0.1
Interest coverage ratio (X)

Quarterly  EPS Q1 Q2 Q3 Q4
2015A 3.06 2.33 1.85 1.96
2016E 3.28 1.90 1.39 1.62
2017E 2.89 2.07 1.88 2.30
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Companies Mentioned (Price as of 14-Jun-2016)
Apple Inc (AAPL.OQ, $97.46, OUTPERFORM, TP $150.0)

Disclosure Appendix
Important Global Disclosures 
I, Kulbinder Garcha, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report.

3-Year Price and Rating History for Apple Inc (AAPL.OQ)

AAPL.OQ Closing Price Target Price   
Date (US$) (US$) Rating  
24-Jul-13 62.94 75.00 O  
11-Sep-13 66.83 75.00 N  
28-Jan-14 72.42 71.43   
24-Apr-14 81.11 80.00   
03-Jun-14 91.08 85.71   
24-Jun-14 90.28 96.00   
14-Oct-14 98.75 110.00   
13-Jan-15 110.22 130.00 O  
05-Feb-15 119.94 140.00   
26-Mar-15 124.24 145.00   
28-Oct-15 119.27 140.00   
04-Apr-16 111.12 150.00   

* Asterisk signifies initiation or assumption of coverage.

Target Price Closing Price AAPL.OQ
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The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's 
total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.
 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total 
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings 
are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd October 2012 U.S. and Canadian 
ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within 
an analyst’s coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12-month rolling dividend yield. An 
Outperform rating is assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned 
where the ETR is between -5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks. Prior to 18 
May 2015, ETR ranges for Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from 7 July 
2011.
Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances.

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or 
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 54% (41% banking clients)
Neutral/Hold* 34% (18% banking clients)
Underperform/Sell* 10% (40% banking clients)
Restricted 2%
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer 
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-and-
analytics/disclaimer/managing_conflicts_disclaimer.html
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties.
This material is intended for your use only and not for general distribution. This material is not intended to promote or procure a particular outcome in 
the UK referendum on membership of the European Union (the “Referendum”). Credit Suisse does not promote or endorse either campaign in the 
Referendum. This material does not constitute, and should not be interpreted as, a recommendation by Credit Suisse as to the merits of a particular 
outcome of the Referendum.

Target Price and Rating
Valuation Methodology and Risks: (12 months) for Apple Inc (AAPL.OQ)

Method: We derive our target price of $150 based on our LT Services DCF given our view around Apple's high retention rate, complete eco-system 
and a growing installed base. As such, we maintain our Outperform rating.

Risk: Main risks to our TP of $150 and Outperform rating include i) slowing smartphone market in unit terms. ii) competitive pressures from 
other handset manufacturers who are relying on Android operating system, iii) failure to launch innovative products and iv) failure to 
maintain key media distribution for iTunes and v) regulatory risk. We beleive all or any of these potential events may impact our TP and/or 
rating.

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 

See the Companies Mentioned section for full company names 
The subject company (AAPL.OQ) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse.
Credit Suisse provided investment banking services to the subject company (AAPL.OQ) within the past 12 months.
Credit Suisse has managed or co-managed a public offering of securities for the subject company (AAPL.OQ) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (AAPL.OQ) within the past 12 months
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (AAPL.OQ) within the next 3 
months.
As of the date of this report, Credit Suisse makes a market in the following subject companies (AAPL.OQ).

Important Regional Disclosures 
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.
The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse 
does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.
Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.
Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (AAPL.OQ) within the past 3 
years.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683. 
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References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the 
following link: https://www.credit-suisse.com/who-we-are This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates 
("CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its 
content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used 
in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for information 
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to 
ensure that the securities referred to in this report are suitable for any particular investor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and 
services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment 
services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or 
otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular 
that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation 
as to their accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such 
liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future 
issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in this report. Those communications reflect the different assumptions, views and 
analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report. Some investments 
referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market maker in such investments. Past 
performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and 
estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial 
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or 
income of such securities or financial instruments. Investors in securities such as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex 
instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks involved. The market value of any 
structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and 
volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with 
their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience 
sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may 
exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, 
initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the 
extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or 
hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. Accessing such website 
or following such link through this report or CS's website shall be at your own risk. This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot 
Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This report is issued 
and distributed in Europe (except Switzerland) by Credit Suisse International, One Cabot Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulation Authority. This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am Main regulated by the 
Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in 
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