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May 1st, 2019 
 
 
We listened, (as you may have as well), to Apple’s earnings call yesterday.  What follows is a 
summary, our thoughts, and the market’s general reactions. 
 
Overall revenue for the 2nd quarter was $58 billion, producing a year over year (Y/Y) decline of 
5.4%. iPhone revenue was down 21% (Y/Y). Apple’s EPS came in at $2.46, down 10% (Y/Y). A 
few key points from the call were as follows: 
 

• Currency headwinds caused a 200bp (2%) reduction in total revenues (a $1B + 
impact). 

• Services revenue up over 14% Y/Y.  
• Best iPad growth rate in 5 years.  
• Services gross margins of 63.8% and product gross margins of 31.2%. 
• Wearables revenue up 23% Y/Y.  

 
The iPhone revenue this quarter was the lowest since Q2’ 2015. In Q2’ 2015, the iPhone revenue 
accounted for 69% of the total revenue. However, this past quarter the iPhone accounted for 54% 
of the total revenue. In Q2’ 2015, the Services business accounted for 9% of total revenues. But, 
this quarter, the Services business accounted for 20% of total revenues. The Services business has 
more than doubled in 5 years which has helped offset any revenue stagnation from the iPhone.  
 
Tim and Luca continue to emphasize the importance of the Apple install base. The install base is 
now at a record 1.4 billion devices. This is why the Services business is enjoying exceptional 
growth rates. Apple is releasing more subscription-based products this year to further monetize 
the install base. Per the above margin percentages, Apple’s Services products are nearly twice as 
profitable as their hardware products.  
 
As of 7:35 a.m. Apple stock is trading up 6.1%. This is due to better than expected guidance. 
Additionally, Apple has agreed to increase their quarterly dividend to $0.77 per share.  
 
Typically, Apple’s revenue from the June quarter is down 15% when compared to the 2nd quarter. 
However, next quarter Apple is providing guidance which assumes a decrease of only 8%. Which 
is a projected improvement of 7% when compared to last year. Apple expects the following to 
occur in the upcoming quarter: 
 

• An improvement in the iPhone sales figures.  
• Continued growth in the Services business.  
• An improvement in the China geographic segment.  

 
Please don’t hesitate to contact us with any questions, concerns, or specific issues regarding your 
Apple holdings.  
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Hayes Financial, Inc. is a registered investment advisor located in San Jose, California. 
Information throughout this report is obtained from sources which we and our suppliers 
believe to be reliable. This information should not be construed, in any manner whatsoever, as 
the receipt of, or a substitute for, personalized individual advice from Hayes Financial, or 
from any other investment professional. 
 
 
 


