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1. Explanation

Apple is worth $4 trillion, dominates global tech, and just handed its CEO job to a hardware
veteran — right as artificial intelligence threatens to make hardware the least interesting part of
the industry.

What's Going On?
Tim Cook is wrapping up a 15-year run as Apple's CEO, leaving behind numbers that look almost unreal:

profits set to top $125 billion this year, a stock that's risen roughly 20-fold, and $4 trillion in market
value. His successor, John Ternus, inherits the most valuable company on Earth.

But the Financial Times argues the trophy comes with a curse. Apple has been slow on artificial
intelligence: its revamped Siri keeps slipping, its Vision Pro headset flopped commercially, and rivals like
OpenAl and Google are building Al platforms that could one day make the iPhone less central to
people's digital lives.

How To Think About It

Apple's situation is a classic 'innovator's dilemma’' — the thing that made you dominant can blind you to
what comes next.

o Think of Blockbuster in 2005: hugely profitable, beautifully run, and completely unprepared for
streaming. Being the best at the old game doesn't help you win the new one.

e Or think of how TikTok ate Instagram's lunch. Meta wasn't broke — it was distracted defending its
existing feed while a different format quietly became the main event.

Key Things To Know

» Apple's after-tax profits are forecast to hit $125bn this year — nearly 5x what they were when Cook
took over in 2011.

» Roughly 40% of Apple's profits now come from services: App Store commissions, the cut Apple takes
from Google for being the default search engine, and subscriptions.

» The risk: if Al assistants become the main way people interact with their phones, those assistants —
not iOS — become the platform, sidelining Apple.

» Apple's Vision Pro headset was a technical marvel but a sales disaster, and 'Apple Intelligence' (its
branded Al) has under-delivered nearly two years after launch.

» Most people assume Apple's scale guarantees its future. The article's contrarian point: scale in the
old paradigm can actually slow adaptation to a new one.

Why It Matters

If you own an iPhone, the assistant you talk to in five years may not be made by Apple at all — it could be
ChatGPT, Gemini, or something that doesn't exist yet, running on top of your device. That shift would
reshape which companies dominate the job market you'll graduate into, where the highest-paying tech
roles sit, and even which stocks power index funds in your future 401(k).
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The Bigger Picture

Tech history is littered with giants that missed a platform shift: IBM missed personal computers,
Microsoft nearly missed the internet, Nokia missed smartphones. Apple itself was on the brink of
bankruptcy in 1997 before the iPod and iPhone saved it. Watch two signals over the next few years:
whether Apple can ship a genuinely useful Al Siri, and whether developers keep building 'iPhone-first' or
start designing for Al assistants instead. The answer will decide whether Apple stays the juggernaut —
or becomes a cautionary tale.
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2. Key Terms Glossary

Frontier models

The most advanced Al systems currently being developed (think GPT-5-class models) — the ones
pushing the limit of what Al can do.

Re-rating (stock market)
When investors fundamentally change how they value a company, usually shown by a higher or lower
price-to-earnings (P/E) ratio. Apple's P/E went from about 14 to 32, meaning investors now pay more
than twice as much for each dollar of Apple's profits.

Gatekeeper

A company that controls access between two groups — here, Apple sits between 1.5 billion iPhone
users and the businesses that want to reach them, and charges a toll (App Store fees) for access.

Services revenue

Money Apple makes from software, subscriptions, and commissions (App Store, iCloud, Apple Music)
rather than from selling physical devices. It carries much higher profit margins than hardware.

Existential threat
A danger so severe it could destroy the company entirely, not just hurt its profits temporarily.

Commodity (in tech)

A product so similar across brands that buyers choose mainly on price — the opposite of a premium
product. If Al models all become equally good, Al itself becomes a commodity.

Linchpin
The single critical piece that holds a system together. The article calls the iPhone the linchpin of
Apple's digital empire — remove it and the rest could wobble.
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3. Reading Comprehension Quiz

Circle the best answer for each question.

Q1. Which choice best states the central idea of the passage?
(OA) Tim Cook's tenure at Apple was less successful than financial figures suggest.
(OB) Apple's enormous success may leave it vulnerable to disruption from artificial intelligence.
(OC) John Ternus lacks the experience necessary to lead Apple through its next decade.
(OD) Apple's Vision Pro headset proves the company can no longer innovate in hardware.

Q2. According to the passage, approximately what share of Apple's profits now comes from services?
(OA) Around 20 per cent
(OB) Around 40 per cent
(OC) Around 60 per cent
(OD) Around 80 per cent

Q3. The passage indicates that Wall Street's view of Apple has shifted in which way?
(OA) From a stable digital empire to a risky hardware bet
(OB) From a hit-driven gadget business to a stable digital empire
(OC) From an innovative leader to a struggling follower
O D) From a consumer brand to an enterprise software firm

Q4. As used in the passage, the word "juggernaut” most nearly means
(OA) an unstoppable dominant force
(OB) aconfusing technical puzzle
(OC) anoutdated industrial machine
(OD) apopular consumer fashion

Q5. As used in the passage, the word "sanguine” most nearly means
(OA) anxious
(OB) optimistic
(OC) uncertain

(OD) aggressive

Q6. Which statement about Al's potential impact on Apple can most reasonably be inferred from the
passage?
(OA) Al will definitely destroy Apple's business within the next decade.
(OB) Al poses no real threat because Apple's user base is too large.
(OC) Alcould weaken Apple even if it doesn't become an existential threat.
(OD) Aldevelopment will make all hardware companies obsolete soon.

Q7. The passage suggests that John Ternus differs from Tim Cook primarily in that Ternus
(OA) has more experience with Al development than Cook did
O B) is steeped in the hardware traditions that defined Apple
O C) has stronger financial expertise than his predecessor
O D) intends to dramatically reduce Apple's services business
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Q8. The author's overall tone in the passage is best described as

oL

o®)

Qo)

Op)

alarmed and dismissive
celebratory and uncritical
respectful but skeptical
confused and detached

Q9. Which statement about Apple's developer relationships can most reasonably be inferred?

QA
QB8
Qo
OPD)

Developers are likely to abandon iOS entirely within five years.

Apple's control over developers could erode if Al platforms become dominant.
Developers have already shifted most of their work to Al platforms.

Apple plans to stop charging App Store commissions soon.

Q10.Which choice provides the BEST evidence for the answer to the previous question?

oL
o®)
o
ol

"Tim Cook's 15-year tenure as Apple chief executive will, rightly, go down as one of the greatest runs in
business history."

"Apple's after-tax profits this year are forecast to top $125bn, nearly five times what they were when
Cook took over."

"All of this could weaken Apple's crucial ties with developers, push operating systems like iOS into the
background, and reduce the iPhone's centrality."

"In hardware, its Vision Pro headset was an impressive technological feat, but a total commercial flop."

My Score: /10

Page 6 | GenAware




GenAware | Why Apple's $3.6 Trillion Empire Could Be Blindsided by Al

4. Answer Key with Explanations

Q1. Which choice best states the central idea of the passage?
Answer: B

The passage repeatedly contrasts Apple's record profits with the Al threat, arguing scale doesn't guarantee future
dominance. A is wrong (Trap A — wrong direction; the author calls Cook's run one of the great business runs in
history). SAT Tip: For 'central idea' questions, pick the option that covers the WHOLE passage, not just one
paragraph. If an option only matches the intro or a single example, it's too narrow.

Q2. According to the passage, approximately what share of Apple's profits now comes from services?

Answer: B

The passage states directly: 'Around 40 per cent of Apple's profits now come from services.' The other options are
plausible-sounding numbers designed to trap students who skim. SAT Tip: For straight factual questions, locate the
exact sentence in the passage before looking at options — never answer from memory of what 'sounds right.’

Q3. The passage indicates that Wall Street's view of Apple has shifted in which way?
Answer: B

The passage says Apple 'used to be seen as a hit-driven gadget business... now viewed as the linchpin of a very
stable digital empire.' A reverses the direction (Trap A). SAT Tip: When a question asks about a 'shift' or 'change,’
make sure you have the BEFORE and AFTER in the right order — passages often invite you to flip them.

Q4. As used in the passage, the word "juggernaut” most nearly means

Answer: A

The passage uses ‘juggernaut’ to describe the iPhone as a product that 'has dominated mobile computing for nearly
20 years' — clearly an overpowering, dominant force. C plays on the word's old association with heavy machinery
(Trap B — passage vocabulary used in the wrong sense). SAT Tip: On vocab-in-context, substitute each option into
the sentence; the right answer preserves the original meaning of the passage.

Q5. As used in the passage, the word "sanguine” most nearly means

Answer: B

The passage says Apple's shares are near all-time highs, reflecting a 'generally sanguine view' that Apple needn't
join the expensive Al race — clearly a confident, optimistic outlook. A is the opposite (Trap A). SAT Tip: Watch out
for words whose everyday associations (sanguine sounds vaguely like 'sanguinary’ /bloody) mislead you — always
let the sentence's logic, not the word's vibe, decide.

Q6. Which statement about Al's potential impact on Apple can most reasonably be inferred from the
passage?

Answer: C

The passage explicitly says 'even if frontier models don't become an existential threat, Apple still hasn't shown
much aptitude for using Al to enhance its products." A and D are too absolute (Trap C — overstated real-world
claims). SAT Tip: Inference answers on the SAT are almost always cautious and qualified — options containing
'definitely," 'all,’ or 'never' are usually traps.
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Q7. The passage suggests that John Ternus differs from Tim Cook primarily in that Ternus
Answer: B

The passage states Ternus 'has spent his career in hardware development, not Al. Unlike his predecessor, though,
he is steeped in the technologies and products that have defined the company.' A reverses this (Trap A). SAT Tip:
When a passage uses ‘unlike' or ‘in contrast,’ physically underline what's being contrasted — that exact contrast is
almost always tested.

Q8. The author's overall tone in the passage is best described as

Answer: C

The author repeatedly acknowledges Apple's achievements (‘one of the greatest runs in business history’) while
questioning its Al readiness (‘a severe black eye,' 'total commercial flop'). B ignores the criticism (Trap C). SAT Tip:
For tone questions, look for adjectives and adverbs the author chose. A passage that praises AND criticizes is rarely
‘alarmed’ or 'celebratory’ — it's usually ‘measured,' 'balanced,’ or 'skeptical.’

Q9. Which statement about Apple's developer relationships can most reasonably be inferred?

Answer: B

The passage warns that Al models 'could become major computing platforms in their own right," which would
'weaken Apple's crucial ties with developers, push operating systems like iOS into the background.' A overstates the
timeline (Trap A). SAT Tip: Inference answers describe possibilities and tendencies — strong verbs like 'could' and
'may' usually beat absolute verbs like 'will' or ‘must.’

Q10.Which choice provides the BEST evidence for the answer to the previous question?

Answer: C

Option C directly states the mechanism — Al weakening developer ties and sidelining iOS — that supports question
9's answer. D is true but irrelevant to developers (Trap C — true but unsupported for this specific inference). SAT
Tip: On evidence-pairing questions, ALWAYS find the passage line supporting your previous answer first, then
match it to an option word-for-word. Don't pick a quote just because it sounds important.
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