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We answer the Top 10 investor FAQs from yesterday, inclu
(but not limited to): what are your companies saying? Wha
downside to AAPL? Will there be tariff exemptions? What
potential retaliatory actions? Where are you buying the di
how are enterprises responding to future price hikes?

What are the odds that Apple gets tariff exemptions? This was the most 
frequently asked question yesterday, and we gauge the odds of a targeted t
exemption for Apple at 20%. Reason being, the fundamental process of get
tariff exemption is different this time around. During the first Trump admini
companies had weeks to formally respond to the USTR Section 301 tariff lis
provide feedback/reasons for specific product exemptions. This time, the Tru
administration has implemented global tariffs through the International Em
Economic Powers Act (IEEPA), which means no formal product list was pres
advance, and there is no official process for requesting tariff exemptions. Th
for Apple to receive an exemption, it would have to be a company (or produ
smartphone) specific exemption granted specifically by the President. At thi
we believe it is unlikely (but subject to change).  

Does Apple's announcement of $500B in US spending commitments cha
the Trump administration might treat Apple? Possibly, but again, unlikely.
remind our readers that Apple made similar commitments in 2018 ($350B o
years) and 2021 ($430B over 5 years), and therefore while the 2024 total sp
commitment is both larger ($500B) and over a shorter period of time (4 ye
these types of statements from Apple are not necessarily new. And while w
commend Apple for the actions they are taking in the US - doubling the US 
$10B, helping suppliers and ODMs stand up new manufacturing facilities in 
expanding R&D spending in the US, hiring 20,000 people, and others - the f
remains nearly 100% of Apple's product manufacturing is done in internatio
markets. It is our belief that more significant direct manufacturing commitm
the US would be required to get special treatment, and we see this as unlike
the reasons we listed yesterday).

How do you think about the potential floor in Apple shares (where woul
close your eyes and buy)? We had previously estimated the near-term floo
Apple shares at $200-210, which assumed a full 20% China tariff and 25% t
Mexico (where AAPL sources some AI servers). Clearly, this scenario did not
contemplate a 54% China tariff, 46% on Vietnam, 36% on Thailand and 26%
India. As we estimated yesterday, Apple could be subject to $33B of annuali
incremental tariff costs, assuming no mitigation, which would equate to a 26
headwind. However, we know Apple has pulled forward some iPhone builds, a
as component supplies, and would assume Apple likely pressures component 
suppliers (who rely on Apple's massive volumes) to share in the tariff costs. Ap
could also potentially raise product prices, which we'd expect them to do glob
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prevent any price arbitrage. All of this means that rather than a 26% EPS headwind, 
perhaps the bear case headwind to Consensus EPS is 10-15%. On Street CY26 EPS 
of $8.19, that implies $7.19 of EPS, which on a trough multiple of 24x, would imply a 
$172 stock, closely aligned with our current $168 bear case valuation.

Were you surprised by the price action of any companies in your coverage 
yesterday? Twelve of the 19 companies in our IT Hardware coverage were down 
more than 10% yesterday, with all but one (IBM) down more than 7%. Given the 
severity of yesterday's tariff announcement, we are not surprised. However, we 
were surprised to see the disk drive companies (STX/WDC) underperform nearly 
every stock in our coverage given both have limited tariff exposure. This is because 
fully assembled hard disk drives for hyperscalers are typically shipped from plants in 
Thailand, Malaysia and China to an OEM/ODM (typically in SE Asia), who then 
integrates the HDD into a server rack, before shipping the full system to the final 
customer. Presumably HDDs might be forced to share the indirect tariff cost with 
other component vendors at the  behest of the final customer, but very little direct 
US tariff exposure exists for HDDs. That said, the market could be telling us a severe 
downturn in HDDs is ahead, as worsening business conditions could lead to slowing 
growth, lower storage needs, and thus an HDD downcycle. Nevertheless, these are 
names we'll be watching closely given HDD cycle strength to-date.

What Hardware names would you 'buy the dip' on tomorrow? None. Even after 
yesterday's multi-standard deviation move lower in Hardware stocks, it's just far too 
early to gain conviction we've seen the end of the pain trade lower. Coming into this 
week, Hardware stocks were trading at 16.5x P/E (2.5x turns off the peak) on peak 
earnings. Historically, hardware stocks bottom at a trough multiple (10-11x in March 
2020; 11-12x in Sept 2022) on trough earnings. This means Hardware stocks could 
be well away from bottoming. Even for those that take a longer-term mindset, we 
believe Consensus earnings have to be revised lower (potentially materially, though 
subject to changes in policy) before considering buying the dip.

Did you speak to any of your companies? What are they saying? Most companies 
in our coverage are in quiet period, save for a few off-cycle companies. For the few 
we spoke to, plenty of questions/uncertainties remain, especially on exactly how 
some of the tariffs will be implemented on components vs. finished goods imported 
to the US given some minor tariff carve-outs. That said, what we heard from one 
OEM yesterday was consistent with prior messaging - we'll do our best to mitigates 
these tariffs, but likely pass the remaining cost to the end customer.

How are enterprises responding to yesterday's reciprocal tariff announcement? 
As we highlighted in our 1Q25 CIO Macro Flash Survey last week, policy uncertainty 
has already resulted in CIOs taking a much more cautious view on enterprise 
Hardware spending this year, with CIOs surveyed prior to Feb 20th expecting 2.2% 
hardware spending growth in 2025 vs. CIOs surveyed after Feb 20th expecting just 
0.7% hardware growth in 2025. However, from the few anecdotes we were able to 
capture yesterday, we'd highlight one other trend - pre-buying/pulling forward 
hardware purchases. It's hard to gauge exactly how much pre-buying/pull-forward is 
taking place (vs. deferrals and pauses), but US companies have less than 6 days until 
reciprocal tariffs kick in, and we'd expect to see more pre-buying of mission critical 
hardware up until the 9th at 12:01am ET, when the odds of pricing increases rise 

https://ny.matrix.ms.com/eqr/article/webapp/84bcf7ba-fe99-11ef-9a25-04e4dd5f8fcf?ch=rp&sch=ar
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materially.

How are you factoring in the risk of any potential retaliatory actions against US 
companies/brands? We have yet to factor this in given the fluidity of the 
geopolitical environment, but this potential risk is why we remain so concerned with 
our space. For example, what if we see boycotts, or outright bans, of US brands in 
China? For a company like Apple, which shipped 44M iPhones to China in LTM ($65B 
of revenue) and is the single largest western employer (direct + indirect through 
suppliers) in China, the impact could be significant. While we hope calmer heads 
prevail and bilateral trade negotiations ease the tariff landscape, this is a potential 
risk that remains. 

How are you thinking about the tariff impact on AI servers assembled in Asia? 
We believe that an L10 AI server rack shipped by ODMs to the US for final L11 
customization (i.e. Wistron ODM'ing for DELL) would likely be subject to the full 
32% tariff on Taiwanese imports. However, questions remain on exactly what would 
be taxed given the large majority of a GB200 NVL72 AI server price ($3M estimate) 
comes from the 72 GPUs in the server rack, which if shipped standalone from 
Taiwan would technically be exempt from reciprocal tariffs. Could the tariff just be 
on the value-add from the ODMs, rather than the full bill-of-materials? It's not clear 
at the moment.  

Are there any beneficiaries of reciprocal tariffs in your universe? In the short-
term, no. But given the pressure on softline retailers with significant sourcing 
exposure to SE Asia, Kornit Digital (KRNT) could be a medium-to-long-term 
beneficiary of any onshoring in the textile industry. Reason being, KRNT 
manufactures digital printers (+ the ink and software) for small-to-medium sized 
custom textile run (direct to garment or direct to fabric). They do this more 
sustainably, with lower water usage, more automation, and lower overhead costs 
than traditional screen printing. In the event reciprocal tariffs on SE Asian nations 
remain in place, and force apparel, fashion, and/or sportswear brands to consider 
onshoring some textile production, Kornit could benefit. Separately, while we don't 
cover these names, we'd highlight that Jabil (JBL), Sanmina (SANM), and Flex (FLEX) 
are US-based EMS  providers.
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Valuation Methodology and Risks

                        Apple, Inc. (AAPL.O)                    

Our $252 PT is based a 8.5x EV/Sales FY26 multiple, which is derived from a regressi
and consumer platform peers. Our price target implies ~30x P/E on $8.20 CY26 E

                        Risks to Upside                    

n iPhone 16 outperforms expectations
n Apple Intelligence adoption surprises to the upside
n Apple pulls forward form factor changes
n Services growth re-accelerates despite tougher compares
n Gross margins surprise positively

                        
                    

                        Risks to Downside                    

n Weak consumer spending limits iPhone upgrade rates
n Limited progress on AI features 
n Geopolitical tensions/tariffs
n Increased regulation, particularly with GOOGL TAC and App Store
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The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated 
and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, 
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a 
buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)
Other Material Investment Services 

Clients (MISC)

Stock Rating 
Category

Count % of               Total Count % of               Total IBC
% of Rating               
Category

Count
% of Total Other 

MISC

Overweight/Buy 1516 40% 387 46% 26% 694 40%

Equal-weight/Hold 1682 44% 380 45% 23% 805 47%

Not-Rated/Hold 3 0% 0 0% 0% 0 0%

Underweight/Sell 598 16% 81 10% 14% 227 13%

Total 3,799 848 1726

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the 
last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over 
the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated 
below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - 
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)



M  Idea

Morgan Stanley Research 7

Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or Morgan Stanley or any 
of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific disclosures, 
you may refer to www.morganstanley.com/researchdisclosures.
Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the 
research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures
A member of Research who had or could have had access to the research prior to completion owns securities (or related derivatives) in the Apple, Inc.. This person is not a research analyst 
or a member of research analyst's household.
Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the 
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic 
basis   (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless  the Research Analyst and Research Management determine that a different publication 
schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the 
Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed 
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact 
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan 
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all 
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html).  By accessing and/or using Morgan Stanley 
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing 
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of 
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley 
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html).
If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those 
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who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research 
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the 
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes 
in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There 
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future 
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject 
company's securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, 
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive 
factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the 
profitability or revenues of particular trading desks.
The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common 
equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or 
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the 
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different 
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive 
information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from 
when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information 
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless 
pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL").  
Such information is for your reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.  Morgan Stanley Research 
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Any non-customer reader within the scope of Article 
7-1 of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party 
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the 
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation 
or a solicitation to trade in such securities/instruments.  MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute an offer to sell or 
the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant 
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision 
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, São Paulo - SP, Brazil; and is regulated by the Comissão 
de Valores Mobiliários; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1, 
Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group 
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Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan 
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defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets 
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(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment 
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These 
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about 
outcomes that fit your expectations.
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INDUSTRY COVERAGE: IT Hardware

Company (Ticker) Rating (As Of) Price* (04/03/2025)             

Erik W Woodring

Apple, Inc. (AAPL.O)                 O                     (05/26/2009)                   $203.19

CDW Corporation (CDW.O)                 E                     (12/12/2023)                   $151.57

Cricut Inc (CRCT.O)                 U                     (08/12/2021)                   $4.83

Dell Technologies Inc. (DELL.N)                 O                     (05/01/2023)                   $77.23

Garmin Ltd (GRMN.N)                 U                     (10/07/2024)                   $185.34

GoPro Inc (GPRO.O)                 U                     (12/12/2023)                   $0.55

HP Inc. (HPQ.N)                 E                     (08/19/2024)                   $23.78

IBM (IBM.N)                 E                     (01/18/2023)                   $243.49

Ingram Micro (INGM.N)                 O                     (01/16/2025)                   $16.90

Kornit Digital Ltd. (KRNT.O)                 O                     (08/10/2023)                   $16.80

Logitech International SA (LOGI.O)                 E                     (01/23/2025)                   $71.41

NCR Voyix Corp. (VYX.N)                 E                     (09/19/2022)                   $8.93

Resideo Technologies Inc (REZI.N)                 E                     (03/16/2021)                   $16.43

Seagate Technology (STX.O)                 O                     (03/26/2024)                   $71.53

SmartRent, Inc. (SMRT.N)                 ++ $1.07

Sonos Inc. (SONO.O)                 U                     (09/26/2024)                   $8.90

Teradata (TDC.N)                 E                     (02/13/2024)                   $21.30

Xerox Corp (XRX.O)                 ++ $4.18

Meta A Marshall

Hewlett Packard Enterprise (HPE.N)                 O                     (12/05/2024)                   $13.68

NetApp Inc (NTAP.O)                 E                     (07/26/2023)                   $81.61

Nutanix Inc (NTNX.O)                 O                     (10/28/2024)                   $64.78

Pure Storage Inc (PSTG.N)                 E                     (06/11/2024)                   $40.85

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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