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Explain Revenue

Absolutely—let's break it down.

What Is Revenue?

Revenue is the total amount of money a company earns from its core business
activities—before any expenses are subtracted. It's often called the “top line”
because it sits at the top of the income statement.

C Example:

If Apple sells 100 million iPhones at $1,000 each, its revenue from iPhones is
$100 billion.
* This doesn't include costs like manufacturing, marketing, or salaries—that
comes later.

~ Why Revenue Matters

1.

Growth Indicator

Rising revenue usually means the company is selling more products or
services.
* It signals market demand, competitive strength, and business expansion.

. Investor Confidence

Investors love revenue growth—it often leads to higher profits and stock price
appreciation.
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* A company with strong revenue is seen as financially healthy and scalable.
1. Valuation Metric

e Revenue is used in valuation ratios like Price-to-Sales (P/S).
e Especially important for early-stage or high-growth companies that might
not be profitable yet (e.g., many Al startups).

1. Strategic Insight

o Revenue breakdown shows which segments are driving growth.e Microsoft:
Azure and cloud services
e Apple: iPhones and services
* Nvidia: Data centers and Al chips

1. Benchmarking
» Analysts compare revenue across quarters and competitors.
* Helps spot trends, seasonality, or market share shifts.

& Revenue vs. Profit

Metric  What It Shows Why It Matters
Revenue Total sales before expenses Measures demand and scale
Profit What's left after expenses Shows efficiency and sustainability

Would you like me to walk through how revenue flows into net income using a
sample income statement? Or how companies like Nvidia turn Al demand into
revenue spikes?

What is Net Income?

Great question, Rigel. Let's break down net income in a clear, structured way:

=~ What Is Net Income?

Net income is the bottom line of a company’s income statement. It's the amount of
money left after subtracting all expenses from total revenue.

Formula:

Net Income = Revenue — Expenses
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Where expenses include:

« Cost of goods sold (COGS)
» Operating expenses (salaries, rent, R&D)
* Interest on debt
* Taxes
* Depreciation and amortization

. Why Net Income Matters

1. Profitability

» It tells you whether the company is actually making money.
* A high net income means the business is efficient and sustainable.

1. Earnings Per Share (EPS)

e Net income is used to calculate EPS, a key metric for investors.
e EPS = Net Income + Number of Outstanding Shares

1. Dividend Potential

o Companies often pay dividends from net income.
e More net income = more cash to return to shareholders.

1. Valuation & Growth

» Analysts use net income to assess valuation (e.g., P/E ratio).
» Consistent growth in net income signals strong financial health.

il Example: Apple Q3 FY2025

Metric  Value

Revenue $94.0 billion

Net Income $23.4 billion
Net Margin  ~24.9%

Apple kept nearly 25 cents of profit for every dollar it earned. That's elite
efficiency.
"\ Net Income vs. Operating Income

Metric  Includes Taxes & Interest? Shows...
Operating Income X No  Core business performance
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Net Income 4 Yes Final profitability

Want to see how net income trends affect stock prices or how Nvidia's margins
compare to Apple's?
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