
 
 

 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
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AAPL 1Q Report & Outlook for 2Q16 
Thesis 

 Negative currency but also softness in China contributed to Apple’s 1Q topline miss. 

 Apple has been through periods of relative comps weakness; dollar normalization and China 
stability, along with new product cycles can restore growth. 

 However, stock likely in for bumpy period until new topline drivers are identified and in place. 
 
1Q16 Results 

 AAPL delivered 1Q revenue of $75.9 billion, below. $76.6 billion consensus. 
o Constant currency revenue would have been $81 billion. 

 GAAP EPS totaled $3.28, better than $3,23 consensus call. 

 Revenue up 2% year/year, EPS up 7%. 

 74.8 million iPhones, up less than 1% year/year. 
o iPhone revenue about flat, suggesting pricing holding up. 

 16.1 million iPads, down 25% in the holiday quarter -- suggesting a “new normal” for tablet sales 
being established.  

 
2Q16 Outlook 

 Revenue forecast at $50-$53 billion, missing consensus of $55.4 billion. 
o Revenue at guidance midpoint would be down 11%. 

 Gross margin in the 39.0%-39.5% range. 
 
 
 
 
 
 



Overview: Negatives 

 CEO Cook said $100 of non-US revenue was booked at only $85, suggesting very severe currency 
headwind. 

 Apple contending with worsening demand in formerly robust China, which after doing great in 
1Q is showing signs of weakening in current quarter.  

 Broad economic softness in any commodity-sensitive nation or region: Russia, Brazil, Canada, 
Australia, and likely oil-dependent Middle East. 

 iPhone was comparing against a new cycle with an “S” product, and that is usually consistent 
with a soft annual comp. 

 But this element of global economic softening should remain an overhang that supersedes 
iPhone cycle effects. 

 
Overview: Positives 

 CEO Cook said $100 of non-US revenue was booked at only $85, suggesting very severe currency 
headwind. 

 Apple “not retrenching” and believes in long-term viability of these nations where it has built 
presence, including resource-based economies. 

 Argus continues to believe worst of dollar impacts will begin leveling off, given that most 
dramatic moves in dollar occurred across mid-2015. 

 1 billion installed iPhones is now an unmatched base for apps, downloads, iTunes, iCloud. 

 Apple Watch and Apple Pay are modest positives; services is big ($6 billion/qrtr). 

 But iPhone 7 will likely be required to drive growth resumption. 
 
Conclusion 

 Unmatched iPhone customer base, fortress balance sheet ($216 billion), more normal 
commodity/currency outlook, and potential for iPhone 7 sales spur all argue for buying on 
weakness.  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


