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Reason for Report:

Company Update

Changes Previous Current
Rating - Overweight
Price Tgt -- $607.00
FY12E Rev (mil) -- $133,497.2
FY13E Rev (mil) - $157,588.8
FY12E EPS -- $32.02
FY13E EPS -- $38.37
Price $408.43
52 Week High $422.86
52 Week Low $297.76
12-Month Price Target $607.00

(18x CY12E EPS of $33.72)

Shares Out (mil) 937.8
Market Cap. (mil) $383,025.7
Avg Daily Vol (000) 22,682
Book Value/Share $73.94
Net Cash Per Share $81.21
Debt to Total Capital 0%
Yield: NM
Est LT EPS Growth 18%
P/E to Est LT EPS Growth 0.7x
Fiscal Year End: Sep
Rev (mil) 2011E  2012E  2013E
Dec $26,741.0A $34,821.0E $41,378.9E
Mar $24,667.0A $30,117.8E $35,624.8E
Jun $28,571.0A $32,942.8E $39,241.9E
Sep $20,375.3E $35.615.5E $41.343.2E
FY $109,354.3E$133,497.2E$157,588.8E
CcYy $117,434.4E$140,055.0E$163,597.7E
FY RM 3.5x 2.9x 2.4x
CY RM 3.3x 2.7x 2.3x
EPS 2011E  2012E  2013E
Dec $6.43A $8.12E $9.82E
Mar $6.40A $7.32E $8.58E
Jun $7.79A $8.06E $9.59E
Sep $7.09E $8.51E  $10.3%E
FY $27.71E $32.02E $38.37E
cY $29.40E  $33.72E  $40.50E
FY PIE 14.7x 12.8x 10.6x
CY PIE 13.9x 12.1x 10.1x

Apple, Inc. (AAPL - $408.43)

Overweight

Healthy Lines, Online Pre-Orders, Survey Data
Suggest Strong iPhone 4S Launch

CONCLUSION:

Pre-order figures in addition to our survey work, line counts, and historical trends
leave us incrementally more confident in the iPhone 4S in the Dec-11 quarter. We
spoke with 550 people in line for the iPhone 4S today (10/14) in Minneapolis and
New York. The bottom line: the iPhone upgrade mix went to 73% from 77% last year,
which was driven by the addition of new users from Verizon and Sprint. Lines were
shorter compared to the iPhone 4 launch, but a longer online pre-order (7 days this
year vs. | day last year), weather, and more patient buyers leave us confident that
Apple could sell 2.0m-2.5m iPhone 4S units this weekend (vs. 1.7m iPhone 4).

o We Estimate iPhone 4S Sales of 2.0m-2.5m This Weekend. Judging from pre-
orders of over Im, store lines, and historical trends, we believe Apple will sell
between 2.0m-2.5m iPhone 48§ units over the weekend. This figure includes the
Im+ pre-orders and sales of iPhone 4S for the first three days of sale (Fri., Sat.
and Sun.). Recall that Apple received more than 600k pre-orders for the iPhone 4
in June 2010 before store websites crashed; the company halted pre-orders after
several hours. Apple received over 1 m pre-orders for the iPhone 4S within 24 hours
of availability. While we appear to be comparing a partial day of pre-orders with
a full day of pre-orders, we believe over 75% of pre-order activity happens before
noon on the first day. This data, in addition to our survey work, line counts, and
historical trends increase our confidence that iPhone 4S has the momentum to meet
or exceed our 25m unit estimate for the Dec-11 quarter.

Launch Survey Results. We surveyed 550 people at Apple stores regarding iPhone
4S purchasing patterns and we compare the results with similar surveys conducted at
every iPhone launch. See details on page 2.

e 73% of iPhone 4S buyers were upgrading from a previous version (vs. 77% in
'10, 56% in '09, and 38% in '08). We believe Apple has built brand loyalty not
enjoyed by the Android platform. Our smartphone survey work suggests only 47%
of Android users expect to buy another Android device vs. 94% of iPhone users
who expect to buy another iPhone.

o It appears that Verizon is a modest share gainer among carriers with the launch of
the iPhone 4S at Sprint, Verizon and AT&T vs. AT&T-only in previous launches.

o 19% purchased the 64GB model ($399), which is a new price point, bringing ASPs
higher. 32% bought 32GB ($299) and 49% bought 16GB ($199). With the iPhone
4, 54% purchased 32GB and 46% purchased 16GB.

INVESTMENT RECOMMENDATION:

Overweight rating with a $607 PT (18x CY12E EPS of $33.72).

RISKS TO ACHIEVEMENT OF TARGET PRICE:

Risks include: trends in end-markets; component pricing; competitive pressures.
COMPANY DESCRIPTION:

Apple, Inc. provides hardware, software, and peripheral solutions focused on the
education, creative professional, and consumer markets.

Piper Jaffray does and seeks to do business with companies covered in its research reports. As a result, investors should be
aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider
this report as only a single factor in making their investment decisions. This report should be read in conjunction with
important disclosure information, including an attestation under Regulation Analyst certification, found on pages 7 - 9 of this
report or at the following site: http:/lwww.piperjaffray.comiresearchdisclosures.

Apple, Inc.
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Details - Survey Results. During the launch event at Apple retail stores, we surveyed 550 attendees in New York and Minneapolis. It
is important to note that the survey sample was comprised entirely of early adopters. That said, we believe it is helpful data in order
to quantify everything from launch demand to the mix of 64GB, 16GB and 32GB models to the carriers and phones from which these
customers were upgrading. We can also compare these results with similar surveys we conducted during the launch of previous versions.

iPhone Launch Survey iPhone Launch iPhone 3G iPhone 3G S iPhone 4 VZ iPhone iPhone 45
Jun. 29, 2007 July 11, 2008 June 19, 2009 | June 24, 2010 | Feb. 10, 2011 Oct. 14, 2011
Total Respondents 253 | 283 | 256 | 608 | 40 | 550 |
1. Are you buying the higher or lower capacity iPhone?
Highest capacity (64 GE iPhone 45) na na na na na na na na na 107 19%
Higher capacity (32GE iPhone 45) 218 95% 185 BE6% 110 43% 331 54% 11 28% 174 32%
Lower capacity (16GB iPhone 45) 12 5% 34% 146 57% 277 46% 73% 49%
2. Do you have a Mac ora PC?
Mac 188 75% 172 61% 168 66% 393 65% 15 38% 393 71%
PC 54 25% 109 39% 88 34% 215 35% 25 63% 157 29%
3. Will you use an iPod in addition to your iPhone?
Yes 173 68% 142 51% 137 54% na na na na na
No 73 29% 130 46% 110 43% na na na na na na
Do not own iPod 7 3% ] 3% g 4% na na na na na
4. What was your previous network?
AT&T 121 48% 174 62% 72% 51 4% 8% 401 73%
Other 132 52% 107 38% 71 28% 16% 18 na 17 2%
‘Verizon na na na na na na na 25 653% 56 10%
Sprint na na na na na na na na 7 18% T%
T-Mobile na na na na na na na £ 13% 40 7%
6. What will use on your new iPhone?
ATET na 1 ] na na na il g n. 73%
‘Verizon na 1 na na na a 1 1 na 77 14%
Sprint na 1 a na na a 1 1 n 53 10%
Other (unlocked) na 1 na na na a ! 1 na 17 3%
5. What was your previous phone?
iPhone (any model) na na 06 38% 44 56% 4 7% 8% 399 73%
Criginal iPhane na na na na na na na 2%
iPhone 3G na na na na a na na na 83 15%
iPhone 3GS na na na na a na na na 139 25%
iPhone 4 na na na na na na na na na 167 30%
Android na na na na na na 1 3% 5 13% 8%
Motorola 88 35% 20% 7% na na na na na
MNokia 34 13% 10 4% 5 2% 10 2% 8% [} 1%
Palm 13% 5 3% 12 5% 0% 0% L3 1%
Samsung 9% 36 13% 11 4% na na na na na
LG 17 7% 18 6% 14 5% na na na na na
BlackBerry 1t 6% 16 6% 30 12% 39 6% 11 28% 42 8%
Other 44 17% 32 11% 9% 12% 18 45% 9%
6. Why are you buying the new iPhone?
MNew features 1 na 238 85% 224 88% 549 90% 3 8% na ]
Lower Price 1 1 2 9% ] ] 1 1 r na ]
Mabile plan expired 1 na 19 T% 13% 59 10% 2 5% na ]
Verizon Availability 1 na na na na na na 35 B88% na ]
7. Do you own an iPad?
Yes na na na na na na 168 28% 25% 300 55%
No na na na na na na 440 72% 30 75% 250 45%
8. If no, do you plan on buying an iPad in the next year?
Yes | re | ra L ora [ ona Jona | ona | o [ 3o | iz [ 43w | oo | do%
No Lo T oa T one [ ona [ ona [ va T oo [erw | o7 [ st | 1510 | eow

We Estimate iPhone 48 Sales of 2.0m to 2.5m The Weekend. Judging from pre-orders of over 1m, store lines, and historical trends,
we believe Apple will sell between 2.0m and 2.5m iPhone 4S units over the weekend. This figure includes the 1m+ pre-orders and sales
of iPhone 48 for the first three days of sale (Fri., Sat. and Sun.). Recall that Apple received over 600k pre-orders for the iPhone 4 in
June 2010 before store websites crashed and they halted pre-orders around 9am ET. In other words, Apple received 600k pre-orders in
a partial day of accepting pre-orders, then stopped taking pre-orders. With the iPhone 4S, Apple began accepting pre-orders on 10/7 just
after midnight PT and on the morning of 10/10 the company announced over Im iPhone 48 pre-orders within the first 24 hours. While
we appear to be comparing a partial day of pre-orders with a full day of pre-orders, we believe over 75% of pre-order activity happens
before noon on the first day. This data, in addition to our survey work, line counts, and historical trends increase our confidence that
iPhone 4S has the momentum to meet or exceed our 25m unit estimate for the Dec-11 quarter.
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Days Leftin | taunchQtr | ®/Q | 1stFullQtr | &/Q taunch Day
Brodel | Helease Date “_‘r | ™) Growth ™) Growth Launch Figures | - .
iPhone 6/29/2007 1 0.27 na 1.12 315% 1min 74 days 1
iPhone 3G 7/11/2008 81 6.89 861% 4.36 -37%  1min 3 days 21
iPhone 3GS 6/19/2009 11 5.21 37% 7.37 41%  1min 3 days B
iPad 4/3/2010 88 3.27 na 419 28% 300k on launch day, 1m in 28 days 1
iPhone 4 6/24/2010 6 8.40 -4% 14.1 68% 1.7min 3 days 5
iPad 2 3/11/2011 19 4.69 -36% 9,25 97%  no launch figured given 1
iPhone 45 10/14/2011 77 25.0 14% 25.0 0% na 7

Estunates in italics; Sources: Company data, and Piper Jaffray

Observation: Lines Down Y/Y Suggesting Higher Mix of Online Pre-Orders. We estimate that about 460 people were in line for
the iPhone 48 at the NYC 5th Ave store. This compares to 1,300 people in line at the iPhone 4 launch (Jun-10), 350 people in line

at the iPhone 3GS launch (Jun-09), and 540 people in line at the iPhone 3G (Jul-08). For reference, 730 people were in line at the

5th Ave store on 4/3/10 (a Saturday) for the first iPad launch and 1,190 in line for iPad 2. The other stores we surveyed, several in
New York City and several in Minneapolis, also experienced lines shorter than previous iPhone launches. Lines at four Minneapolis
stores ranged from 85-105 people for the iPhone 4S launch, which is about half of what we saw for iPhone 4. Despite the shorter lines
compared to the iPhone 4 launch, we remain comfortable with our 54% y/y iPhone unit growth in December, given this launch will
include seven days of online pre-orders, while the iPhone 4 launch had one day of online orders, as well as colder weather, and our
belief consumers have become more patient as to when they upgrade. More patient buyers, in our opinion, has led to a higher mix of
online pre-orders relative to previous iPhone launches.
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Important Research Disclosures

Rating and Price Target History for: Apple, Inc. as of 10-13-2011
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Notes: The boxes on the Rating and Price Target History chart above indicate the date of the Research Note, the rating, and the price target. Each box

represents a date on which an analyst made a change to a rating or price target, except for the first box, which may only represent the first Note written during
the past three years.

Legend:

I: Initiating Coverage

R: Resuming Coverage

T: Transferring Coverage

D: Discontinuing Coverage

S: Suspending Coverage

OW: Overweight

N: Neutral

UW: Underweight

B: Buy (Piper Jaffray discontinued use of the B, N, and S ratings on June 30, 2009)
N: Neutral

S: Sell

AL On/AL Off: Placed on/removed from the Alpha List maintained by Piper Jaffray (AL use discontinued March 2010)
NA: Not Available

UR: Under Review

Distribution of Ratings/IB Services
Piper Jaffray
IB Serv./Past 12 Mos.
Rating Count Percent Count Percent
BUY [OW] 352 56.10 69 19.60
HOLD [N] 240 38.20 22 9.17
ISELL [uW] 36 5.70 0 0.00

Note: Distribution of Ratings/IB Services shows the number of companies currently in each rating category from which Piper Jaffray and its affiliates received
compensation for investment banking services within the past 12 months. FINRA rules require disclosure of which ratings most closely correspond with
"buy," "hold," and "sell" recommendations. Piper Jaffray ratings are not the equivalent of buy, hold or sell, but instead represent recommended relative
weightings. Nevertheless, Overweight corresponds most closely with buy, Neutral with hold and Underweight with sell. See Stock Rating definitions below.
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Important Research Disclosures

Analyst Certification — Gene Munster, Sr Research Analyst

— Andrew H. Murphy, Research Analyst

The views expressed in this report accurately reflect my personal views about the subject company and the subject security. In addition, no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this report.

Research Disclosures

Piper Jaffray was making a market in the securities of Apple, Inc. at the time this research report was published. Piper Jaffray will buy and sell Apple, Inc.
securities on a principal basis.

Affiliate Disclosures: This report has been prepared by Piper Jaffray & Co. and/or its affiliate Piper Jaffray Asia Securities Limited, both of which are
subsidiaries of Piper Jaffray Companies (collectively Piper Jaffray). Piper Jaffray & Co. is regulated by FINRA, NYSE, and the United States Securities and
Exchange Commission, and its headquarters is located at 800 Nicollet Mall, Minneapolis, MN 55402. Piper Jaffray Asia Securities Limited is a licensed
corporation regulated by the Securities and Futures Commission of Hong Kong ("SFC"), entered on the SFC's register, no. ABO154, and is an exchange
participant of The Stock Exchange of Hong Kong Limited. Its headquarters is located at Suite 1308, 13/F Two Pacific Place, 88 Queensway, Hong Kong.
Disclosures in this section and in the Other Important Information section referencing Piper Jaffray include all affiliated entities unless otherwise specified.

Piper Jaffray research analysts receive compensation that is based, in part, on overall firm revenues, which include investment banking revenues.

Rating Definitions

Stock Ratings: Piper Jaffray ratings are indicators of expected total return (price appreciation plus dividend) within the next 12 months.

At times analysts may specify a different investment horizon or may include additional investment time horizons for specific stocks. Stock
performance is measured relative to the group of stocks covered by each analyst. Lists of the stocks covered by each are available at
www.piperjaffray.com/researchdisclosures. Stock ratings and/or stock coverage may be suspended from time to time in the event that there
is no active analyst opinion or analyst coverage, but the opinion or coverage is expected to resume. Research reports and ratings should
not be relied upon as individual investment advice. As always, an investor#s decision to buy or sell a security must depend on individual
circumstances, including existing holdings, time horizons and risk tolerance. Piper Jaffray sales and trading personnel may provide written
or oral commentary, trade ideas, or other information about a particular stock to clients or internal trading desks reflecting different opinions
than those expressed by the research analyst. In addition, Piper Jaffray technical research products are based on different methodologies
and may contradict the opinions contained in fundamental research reports.

o Overweight (OW): Anticipated to outperform relative to the median of the group of stocks covered by the analyst.

o Neutral (N): Anticipated to perform in line relative to the median of the group of stocks covered by the analyst.

o Underweight (UW): Anticipated to underperform relative to the median of the group of stocks covered by the analyst.

An industry outlook represents the analyst#s view of the industry represented by the stocks in the analyst#s coverage group. A Favorable
industry outlook generally means that the analyst expects the fundamentals and/or valuations of the industry to improve over the investment
time horizon. A Neutral industry outlook generally means that the analyst does not expect the fundamentals and/or valuations of the industry
to either improve or deteriorate meaningfully from its current state. An Unfavorable industry outlook generally means that the analyst
expects the fundamentals and/or valuations of the industry to deteriorate meaningfully over the investment time horizon.
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Other Important Information

The material regarding the subject company is based on data obtained from sources we deem to be reliable; it is not guaranteed as to accuracy and does
not purport to be complete. This report is solely for informational purposes and is not intended to be used as the primary basis of investment decisions.
Piper Jaffray has not assessed the suitability of the subject company for any person. Because of individual client requirements, it is not, and it should not be
construed as, advice designed to meet the particular investment needs of any investor. This report is not an offer or the solicitation of an offer to sell or buy
any security. Unless otherwise noted, the price of a security mentioned in this report is the market closing price as of the end of the prior business day. Piper
Jaffray does not maintain a predetermined schedule for publication of research and will not necessarily update this report. Piper Jaffray policy generally
prohibits research analysts from sending draft research reports to subject companies; however, it should be presumed that the analyst(s) who authored
this report has had discussions with the subject company to ensure factual accuracy prior to publication, and has had assistance from the company in
conducting diligence, including visits to company sites and meetings with company management and other representatives.

This report is published in accordance with a conflicts management policy, which is available at http://www.piperjaffray.com/researchdisclosures.

Notice to customers: This material is not directed to, or intended for distribution to or use by, any person or entity if Piper Jaffray is prohibited or restricted
by any legislation or regulation in any jurisdiction from making it available to such person or entity. Customers in any of the jurisdictions where Piper Jaffray
and its affiliates do business who wish to effect a transaction in the securities discussed in this report should contact their local Piper Jaffray representative.
Europe: This material is for the use of intended recipients only and only for distribution to professional and institutional investors, i.e. persons who are
authorised persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or persons who have
been categorised by Piper Jaffray Ltd. as professional clients under the rules of the Financial Services Authority. Asia: This report is distributed in Hong
Kong by Piper Jaffray Asia Securities Limited, which is regulated by the Hong Kong SFC. This report is intended only for distribution to professional investors
as defined in the Hong Kong Securities and Futures Ordinance and is for the use of intended recipients only. United States: This report is distributed in
the United States by Piper Jaffray & Co., member SIPC, FINRA and NYSE, Inc., which accepts responsibility for its contents. The securities described in
this report may not have been registered under the U.S. Securities Act of 1933 and, in such case, may not be offered or sold in the United States or to U.S.
persons unless they have been so registered, or an exemption from the registration requirements is available.

This report is produced for the use of Piper Jaffray customers and may not be reproduced, re-distributed or passed to any other person or published in
whole or in part for any purpose without the prior consent of Piper Jaffray & Co. Additional information is available upon request.

Copyright 2011 Piper Jaffray. All rights reserved.
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