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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New iPads at Popular Price
• Enormous installed iPhone base and competitor stumbles should drive strong and steady
demand for iPhone 7/Plus and follow-on phone.
• New inexpensive iPad recognizes that tablet form factor is best treated as lower-end device for
consumers, while iPad Pro will remains higher-end tool for business.
• Easy comps coming against the second half of iPhone 6 cycle; market betting on new phone, not
iPhone 7 “S” models.
• BUY to $150.
AAPL Stock Price
• AAPL is up 25% in 2017, versus:
o 5% for market; and
o 11% for tech SPDR, Argus tech hardware coverage.
• In 2016, AAPL rose 10%, lagging 12% gain for Argus-covered peers.
Cheaper iPad
• New iPad priced at $329, close to what an out-of-date Mini used to cost.
o Product release without fanfare: new release mode?
o No branding effort, just the iPad, also may be part of new Apple (now more 1984 ads?).
o Nice upgrade from iPad Air 2: A9 processor, bright screen, WiFi plus cellular, 32 GB.
o Lowest price for a 9.7” model; predecessor launched at $499 with only 16 GB, slower
processor

What Does it Mean?
• New iPads for consumers may be simple upgrades of the old model; no pre-release fanfare, no
brand names, no Jon Ivey or Phil Schiller on stage.
• Also an effort to differentiate these consumer-directed products from what is being targeted at
enterprise, the iPad Pro.
• Pro will remain differentiated by slightly larger 10.5” screen; there is also the larger 12.9” iPad
Pro.
o Higher capabilities, best processor.
Solid 1Q17 Results
• During fiscal 1Q17, Apple posted a positive top-line comparison (sales up 3%) on a year-overyear basis for the first time since fiscal 1Q16. Above $77.3 billion consensus.
• GAAP EPS for fiscal 1Q17 totaled $3.36 per diluted share, which was up 2.3% year-over-year and
nearly double $1.67 per diluted share earned in 4Q16.
o Apple’s 1Q17 EPS was $0.14 above the consensus call
Product Metrics
• During 1Q17, Apple shipped 78.3 million iPhones, which was up 4.7%.
• In holiday driven 1Q17 (calendar 4Q16), iPad unit sales of 13.1 million were down 19% annually
(though up 41% sequentially).
• In 1Q17, Mac units were up 1.2% annually, and Mac revenue of $7.24 billion was up 7% yearover-year.
2Q17 Outlook
• For fiscal 2Q17 (calendar 1Q17);
o revenue in a range of $5.15-$53.5 billion;
o gross margin of 38.0%-39.0%; and
o operating costs of $6.5-$6.6 billion.
o GAAP EPS for fiscal 2Q17 in the $2.15-$2.20 range.
• At the revenue guidance midpoint, sales would be up 4% annually, while GAAP EPS would be up
in the low- to mid-teen percentages.
Outlook & Conclusion
• We think iPhone 7 will drive a big refresh cycle, given that:
o currency & commodity upheaval may have caused many to skip the iPhone 6/S cycle;
and
o the base of iPhone owners twice the size of prior base four years ago.
• Apple is prioritizing return to shareholders and we look for continued hikes in already rich
dividend.
• Unmatched iPhone customer base, fortress balance sheet, gradually normalizing
commodity/currency outlook, and potential for iPhone 7 early-cycle sales momentum all argue
for buying AAPL well off highs.
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