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Morgan Stanley reiterates $247 price target on
Apple, sees App Store growth outperforming

275.15

Price:

$1.22 trillion

Market Cap:

Morgan Stanley has reiterated an Overweight rating and $247 price target on
Apple (NASDAQ:AAPL) after Sensor data showed growth driven by a veritable
surge in Apple App Store revenue.
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In a note on Friday, analysts at the investment bank said the Cupertino,
California-based device and services company's App Store hauled in record
revenue in August.
"App Store net revenue growth accelerated to +25.8% Y/Y in August from
+18.9% in July, representing the strongest Y/Y growth since February 2018
and the third largest month-to-month acceleration in Y/Y growth since early
2015, according to data from Sensor Tower," they said.
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READ: Apple Inc's grumbling may force a rethink on US tariffs on
Chinese imports
"Results were very well-rounded, with each of the 10 largest markets posting
an acceleration in Y/Y growth from July," the analysts added.
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Meanwhile, shares in Apple continued to trade higher on Friday at $213.94
after the US and China agreed to meet for another round of trade negotiations
in October.
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China driving revenue
According to the Morgan Stanley analysts, China contributed significantly to the
App Store's revenue growth.
"In China, total App Store spend grew 31.8% Y/Y, a considerable acceleration
from just 4.8% Y/Y growth 2 months ago, with total gaming revenue in China
growing 29.1% Y/Y in August vs 21% Y/Y in July and 1% Y/Y in June," they
said in the note.

Apple Inc. designs, manufactures, and
markets personal
computers, mobile
communication devices, and portable digital
music and video players, and sells a
variety of related software, services,
peripherals, and networking solutions.
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The analysts also pointed out that the entertainment category, which is the
second largest next to gaming and "represents 7% of App Store spend, posted
28.0% Y/Y growth in August," despite concerns among bears that large
entertainment companies bypassing the App Store billing platform will become
more widespread and drive a deceleration in entertainment App Store revenue
growth.
"Quarter-to-date through August, we estimate the App Store has generated $2.9 billion in net revenue, up 22.4% Y/Y
and well ahead of our +18% Y/Y growth forecast for the September quarter," the Morgan Stanley analysts said.
"For App Store results to come in-line our September quarter estimate, the App Store needs to generate $1.3 billion in
net revenue in September, which implies just 9.1% Y/Y growth on easing comps," they added.
Must-see TV at Apple's fall event
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Meanwhile, a CFRA analyst is expecting a "boring" slate of iPhones on Tuesday at Apple's annual fall event, but he's
still betting that the event will be "must-see TV" due to the expected announcements on services.
"We think Apple could look to perhaps bundle its Apple TV+ offering (for instance, alongside Apple Music) at a
discounted rate to spur new subscribers," said the CFRA analyst in a note.
New iPhones typically go on sale just over a week after the Apple September event. Apple is likely to release three new
iPhone models. According to CNBC, the two higher-end iPhones will have a 5.8-inch and a 6.1-inch OLED display.
"These phones can be seen as sequels to the current iPhone XS and iPhone XS Max, which cost a minimum of $999
and $1099 respectively," reported CNBC.
The upcoming low-end model may again feature an LCD screen, but this might be the last time Apple goes with LCD
technology in one of its new phones. Refreshed versions likely promise a faster processor across all models and a triplelens camera for the two more expensive versions.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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