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[bookmark: _Toc129723719]Introduction
The following report is analyzing mainly the demand of Ferrari California luxury car that is sold by Ferrari and for this reason, there will be examined the demand and market equilibrium based on substitute and complementary products, and their prices, while at the same time determining the demand of the product and how it can be affected also by the consumer’s income and preferences. Further, the market equilibrium and price elasticity are included in order to generate a wider image of the product and it’s characteristics for demand. 
[bookmark: _Toc129723720]Ferrari’s Company  Background and Ferrari California 
Producing high-end luxury automobiles that are instantly recognizable no matter where in the world they are driven, Ferrari is one of the most well-known automakers in the entire world and the manufacturer has established a name for itself in the industry thanks to its collection of potent sports cars. The municipality of Maranello in Italy serves as the location for the headquarters of the corporation that was established by Enzo Ferrari in 1929 and the company Ferrari has a lengthy and illustrious history in the world of motorsport, and the company has enjoyed a great deal of success in this industry. The Ferrari brand has a long and illustrious history in numerous sub-sectors of the automotive industry, and its automobiles are consistently ranked among the most desirable and in-demand automobiles all over the world. (Schlegelmilch & Rub, 2012)

The number of high-performance vehicles offered by Ferrari has expanded significantly during the past several years. In an effort to attract customers from a more diverse population, the business has introduced new models such as the California and the 488 GTB while in addition, the company is responsible for manufacturing some of the quickest and most expensive automobiles in the world, such as the LaFerrari and the FXX K. (Mueller, 3008)


The Ferrari California is a high-performance sports automobile produced by the Italian carmaker Ferrari from 2008. In terms of sales, it is second only to Ferrari's famed 458 Italia as the company's best-selling vehicle and there are are four occupants in the Ferrari California, which is a grand tourer with a 4.3-liter V8 engine. It has an impressive engine that can generate 444 horsepower and 358 lb-ft of torque so, the Ferrari California is an extremely fast and powerful car, capable of reaching 193 mph in top speed and going from 0 to 60 mph in less than 3.8 seconds. (Walton, 2009)

The Ferrari California was created by Pininfarina and was built on the chassis of the Maserati GranTurismo. The Ferrari California features a large hood and short deck lid that contribute to its low-slung, elegant profile but also, , the trunk cover is shorter than the hood. The vehicle is offered in both hardtop convertible and coupe body types. In contrast to the typical power-operated retractable hardtop found on convertibles, the coupe's roof panel is fixed in place. (Danti, 2013)

The Ferrari California has a plethora of high-tech safety and driver assistance features. These include adaptive cruise control, blind-spot monitoring, lane departure warning and intervention, and forward collision warning and it is also equipped with Ferrari's F1-Trac stability control system, which helps the driver keep control of the vehicle in challenging conditions. (Capaldi, 2005)

[bookmark: _Toc129723721]Demand & Market Equilibrium
[bookmark: _Toc129723722]Price of Substitutes
The Ferrari California's popularity has declined in recent years as the Lamborghini Huracan has emerged as a top competitor and the appearance of the Huracan is both aerodynamic and sleek, promising an exhilarating driving experience. The Huracan is a suitable alternative to the Ferrari California due to its high levels of performance, luxurious interior, and attractive exterior. (Forbes, 2015)


Several critical market aspects must be considered when determining the Lamborghini Huracan's price. As a first step, learning how the Huracan was made is crucial while machine work, assembly, and testing are all done by hand in the Italian city of Sant'Agata Bolognese before the finished vehicle is ready for sale. Because of the procedure's complexity, it will be expensive to employ highly trained engineers and use state-of-the-art machinery.(Motor 1, 2020) 

A Lamborghini Huracan's pricing also depends significantly on the level of demand currently present in the market. Demand for luxury vehicles drives up the price of a Huracan car and the reason for this is that there is high demand for cars but a small supply. Thus, the availability of cars is limited But also, the automobile's status as a luxury item suggests that a premium will typically be placed on it, making it costlier than standard automobiles. (Carwow, 2020)

When looking at the Lamborghini Huracan's pricing as a whole, there is a clear pattern indicative of an upward price trend and many factors, including production method, market demand, and the price of materials and components, contribute to this pattern. Contrarily, price variations could occur for a variety of reasons, such as seasonality, changes in exchange rates, or shifts in market conditions and keeping a close eye on the market is essential for knowing the right time to buy a Lamborghini Huracan. (Autotrader, 2020)



The demand for the Ferrari California has been directly affected by the popularity of the Lamborghini Huracan. Some buyers may choose the Lamborghini Huracan over the Ferrari California if the two are compared side by side and  As a result, sales of the Ferrari California have dropped as customers opt instead for the Lamborghini Huracan. (Autocar, 2020)

[bookmark: _Toc129723723]Price of Complements
Those looking for a Ferrari companion car who do not wish to spend as much as they would on the California but still desire the performance and luxury of a Ferrari may wish to investigate the Ferrari GTC4Lusso and this design is an excellent option for such persons. The GTC4Lusso is a two-door grand tourer that is competitive with the California in terms of performance and elegance without breaking the budget but it is less expensive than the California and has more useful features, making it a good option for anyone who need a second vehicle but do not need to incur debt to do it. (Ferrari, 2020)



The price of the Ferrari GTC4Lusso is currently increasing. This is owing to the car's popularity and the rising cost of the components used to construct it. Prices have increased due to the favorable exchange rate between the euro and the U.S. dollar but keep in mind, however, that the GTC4Lusso's price is not fixed and is liable to change at any time. It is therefore impossible to predict whether the price of the automobile will continue to increase or decrease. (Hagerty, 2020)


The price difference between the California and the GTC4Lusso has a significant impact on demand. Those in the market for a luxury vehicle are more likely to choose the GTC4Lusso because of its higher price and more prestige while in contrast, individuals seeking a luxury vehicle are less likely to be interested in the California because it is less expensive and lacks the same level of prestige and distinction as its competitors. (Autocar, 2018)

The greater price of the Ferrari GTC4Lusso has a negative impact on the Ferrari California's sales. Due to its higher price, well-known name, and extensive competitive history, the Ferrari GTC4Lusso is the most popular choice for a luxury car and the California, on the other hand, is less desirable because it is less expensive, has a lower status, and does not participate in motorsports.(Carwow, 2020)

[bookmark: _Toc129723724]Consumer Income

A rise in median household income has had an impact on the asking price of the Ferrari California while earlier in the economic slump, a Ferrari California could be had for somewhere around $200,000 USD. Price has increased to around $300,000. It's a long shot, but it's not impossible for some people to realize this goal. Ferrari Californias are one of the more accessible models for individual buyers but also, the growing middle class has helped fuel a surge in demand for Ferrari California cars and it is a sign that both the supply and demand for cars are high right now. Hence, Ferrari has seen greater financial success than ever before. This has allowed them to keep cranking out cars despite the high demand. (Broughton, 2020)

Consumers' rising disposable income has led to a corresponding rise in the number of people who can afford high-end goods like Ferrari Californias and as a result, demand for automobiles has increased, allowing Ferrari to keep its prices at present levels. These developments are excellent news for anyone considering a purchase of a Ferrari California while getting there is becoming less difficult, and more people will have access to it, as time goes on. (Haran, 2020)

The increased purchasing power of consumers has influenced both the materials used in construction and the aesthetics of the Ferrari California but while funding has increased, so too have the vehicles' visual attractiveness and technological complexity. Also, the dependability of these cars is higher than it has ever been, and their fuel efficiency is better than it has ever been, making them an excellent choice for anyone shopping for a dependable vehicle. (U.S. Bureau of Labor Statistics, 2020)

[bookmark: _Toc129723725]Consumer Tastes & Preferences
When it comes to the sales of any car, the individual preferences and pursuits of customers are important, and the Ferrari California is not an exception to this rule and the automobile was developed to appeal to people who were already fans of Ferrari as well as others who were interested in learning more about the brand. The exterior styling of the California is intended to be flamboyant and distinctive in comparison to the designs of other vehicles in its class while the sharp grille and streamlined body give the California a contemporary and sporty appearance that is likely to attract people's attention. (Dolan & Galizzi, 2015)

In addition to its attractive appearance and cozy interior, the California's performance is one of its primary selling points. In order to provide an amazing level of performance in the state of California, a 4.3-liter V8 engine is combined with a seven-speed dual-clutch transmission so, the astounding top speed of almost 200 miles per hour that the California can achieve is the result of multiple components working together. The California is likely to pique the interest of purchasers who place a high value on driving dynamics, speed, and power. (Mazzoni & Fragnito, 2019)

[bookmark: _Toc129723726]Consumer Expectation of Price 

Buying requests for the Ferrari California have skyrocketed in recent years. As a direct result, prices have risen, with the entry-level model going for about $229,000 and the highest-end variant going for about $347,000 and a  lot of this has to do with the vehicle's widespread appeal and the proliferation of aftermarket additions and adjustments. (Desmet & Hekkert, 2007)

Customer expectations have increased in tandem with the price hike. Buyers today are savvy enough to know that a Ferrari California will set them back a pretty penny and are willing to spend even more on posh extras and modifications so, as a result of the brand's exclusivity and distinction, many consumers are willing to spend more for a Ferrari. Because of this, Ferrari has been so successful.(Lee & Lin, 2018)

[bookmark: _Toc129723727]Demographics
Since its introduction to the public, the Ferrari California has amassed a large number of devoted fans and has been selling at an accelerating rate while contributing to this achievement are the visually beautiful design, high-quality execution, cutting-edge technology, and luxurious appointments. (Yan & Yu, 2020)

Ferrari California is a sophisticated and sporty automobile that will appeal to a wide variety of drivers. It is an ideal choice for individuals who like to make a strong impression and stand out from the rest of the crowd due to its streamlined appearance, potent performance, cutting-edge technology, and luxurious amenities as the increasing number of buyers is evidence of the Ferrari California's appeal, and it is projected that this trend will continue to grow. (Van Zyl, 2016)

[bookmark: _Toc129723728]Price Elasticity of Demand
[bookmark: _Toc129723729]Substitution Effects
A Ferrari California may be an expensive luxury car, but it provides its owners with access to a number of benefits that can enhance their daily lives and it is essential for those who wish to feel what it's like to drive a high-performance vehicle, complete with a potent engine, plush cabin, and stunning exterior. However a Ferrari California is more of a luxury than a necessity for many people because of its high price as each person has to make up their own mind as to whether or not the Ferrari California is a luxury or a necessity. (Ferrari, 2013)



When consumers' demand for a good or service is elastic, a small change in pricing can have a substantial impact on the market price while the term "price elasticity of demand" refers to the degree to which a change in price results in a corresponding change in demand. In other words, it assesses how much variation in price affects the intended quantity of a product or service so, the link between Ferrari California demand and price is likely to be delicate. This indicates that the demand for the car will respond to changes in the pricing as if people have to pay more for cars, they will have less of a desire to buy them. Customers are less likely to buy a car if it costs too much money and it is especially true when you consider that the automobile is a high-priced luxury item while the Ferrari California's elasticity of demand can also be attributed to the fact that it is a collector's item. Due to low production rates, there is currently a critical scarcity of the automobile and customers are more likely to react to price changes because it looks the price will not drop considerably even if there are significantly more autos produced. (Henning & Saure, 2011)

[bookmark: _Toc129723730]Income Effects
Depending on the general condition of the vehicle, the price of a Ferrari California can vary greatly from one year to the next and from one exemplar to the next while on average, the price of a Ferrari California begins at $200,000 and can reach up to $400,000.  Customizations, such as a one-of-a-kind paint job and custom upholstery, can have a major effect on the price of a Ferrari California and these can add an additional $20,000 to the price of the vehicle. Taxes, registration, and insurance could add an additional $5,000 to $15,000 to the entire cost of the sale, which buyers must consider. (Bauer et Al, 2018)

In order to afford a Ferrari California, for example, a minimum annual income of $250,000 is required and a  buyer would require an annual income of over $500,000 to be able to afford a top-of-the-line, fully-loaded automobile.  Due to its status as a luxury product, the Ferrari California can anticipate a flexible demand curve and consumers appear willing to shell out more cash for the luxury brand Ferrari. The California's robust engine, striking good looks, and cutting-edge convenience features have made it a best-seller while the exclusivity of the Ferrari brand helps to maintain high demand for the vehicles. Owning a Ferrari is now seen as a sign of success and prestige by some of the world's wealthiest individuals and customers are willing to spend a higher asking price for a Ferrari California because of this. (Duerden, 2015)


[bookmark: _Toc129723731]Pricing Strategy 

Market forces should be taken into account when deciding on a fair pricing for a high-end vehicle like the Ferrari California. Ferrari needs to keep an eye on customer demand and alter their prices accordingly and  A bad impression of the car and its brand will be created if the pricing is either too high or too low in comparison to similar products on the market. So, Ferrari needs to offer competitive pricing if it wants to maintain its market standing. (Carbuyer.co.Uk, 2020)

Affordability is an important factor for Ferrari's target market. The Ferrari California is a high-end vehicle, but it's not the most expensive Ferrari available and Ferrari needs to keep their prices reasonable so they don't scare away clients who can't afford their items. As a result, Ferrari needs to think about how much its target market cares about price before deciding what to charge. (Danko, 2016)

[bookmark: _Toc129723732]Conclusion 
All in all, although Ferrari California is a luxury good, there is a wide range of consumers that can afford it and for this reason, it is profitable for Ferrari company to produce and sell it. 
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