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[bookmark: _Toc122764231]Introduction
The economic model is a sign of good governance and effective economic and financial management of a business entity. The report will overview the company of Apple Inc. and define its strategy and financial situation in the market as well as analysis its strengths in the market and customer base. The report highlights the basic concept of market equilibrium and demand as well as define the various factors which influenced the customer base of Apple Inc. In addition, the report will define the effect of substitute factors and income factors which make the demand elastic or inelastic.

1. [bookmark: _Toc122764232]Overview of the company
Apple Inc. is an American-based international technology firm whose headquarters is situated in California, USA. The chosen product of the firm is the headset or smartphone. The product of the company is to maintain the equilibrium between price and demand (finance.yahoo.com, 2022). The company's current share price is 132.23 USD and the firm's CEO is Tim Cook. The employees’ strengths of the company are 1,64,000 as on the financial records of 2021. The company's current market capitalisation is 2.104 trillion USD and the firm's value is around 2.15 trillion USD as of the financial year 2022 (finance.yahoo.com, 2022). The 5-year Beta value of the firm was 1.22 and the profit margin was 25.31% for the financial year 2022. The quarterly revenue growth of the firm was around 8.10% in the financial year 2022.

The revenues of the firm were $265,595 in the fiscal year 2018 which decreased to $260,174 in the year 2019, which increased to $274,515 in the fiscal year 2020, showing that Covid-19 did not much affect the financial operations of the company in the market (investor.apple.com, 2022). Apple Inc. recorded a drastic surge in its revenues and recorded $365,817 in the fiscal year 2021 and $394,328 in the year 2022.

The net profit of Apple Inc. was $59,351 in 2018 which decreased to $55,256 in 2019 but again enhanced to $57,411 in the financial year 2020. The company recorded a significant surge after Coronavirus and registered a $94,680 and $99,803 surge in the 2021 and 2022 financial years respectively.

The cost of goods sold by the firm was $163,756 in the financial year 2018 which showed a significant surge in the financial years 2021 and 2022 and recorded $212,981 and $223,546 in both years.

The net profit margin was 22% in 2018 which was reduced and maintained at 21% in both 2019 and 2020 (investor.apple.com, 2022). The net profit margin impressively increased in 2021 and 2022 and recorded 26% and 25% respectively. 



2. [bookmark: _Toc122764233]Factors of demand that influence the business
Demand
The demand is an indicator of the customers’ need and their expectations of the market or with a certain company in the market (Wannapan, Chaiboonsri and Sriboonchitta, 2018). The demand maintains the supply and sales of the company and motivates it to increase the supply and invest in R&D and innovation in order to maintain the market equilibrium.

Market equilibrium
This indicates the situation of the market where the price and the supply of the products are stated at the same situation and does not occur any hurdle regarding the demand of the products and supply of the products (Echenique, Miralles and Zhang, 2021). This established a market equilibrium situation where the price of goods maintained the same or any hurdle regarding the demand and supply did not occur either from the supply or manufacturer side or the consumers’ side. In the market equilibrium, the demand and supply of the products are maintained the same and the external factors could not impact and influence the economic force such as demand and supply.

Factors that influenced the factor of demand for company products
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Figure 1: Economic help
Price of substitutes: The price of substitutes products significantly influenced the demand for the products in the market as when the price of the substitute products increased in the market, the demand for the company’s own products also increased in the market and when the demand of the substitute products decreased in the market, the demand of the same products decreased in the market (Correll et al., 2022). When the price of the Samsung smartphone increased from $8000 to $8200 due to high raw materials costs in the market the demand for the same product of Apple increased from 100,000 units to 110,000 units and the demand curve shifted rightward and when the price for the Samsung smartphone decreased from $8000 to $7800 in the market due to decrease in the raw material prices the demand of Apple smartphones reduced from 100,000 units to 95,000 units, this indicated the leftward shift in the demand curve.

Price of complements: The complementary products are an essential part of the finished goods and when the prices of complements increase and decrease in the market then the demand for goods also decreases and increases in the market (Correll et al., 2022). When the price of the Apple smartphone increased from $10,000 to $10,500 in the market due to the increase in the prices of Nano chips in the market because of the shortage of Nano chips in the market as the low production of chips, the demand for the smartphones reduced from 150,000 units to 130,000 units in the market. When the prices of the Nano chips decreased in the market because of effective supply the prices of the Apple smartphone also reduced from $10,000 to $9500 which led to an increase in demand.
Consumer Income: The income of consumers plays a critical role in order to establish a market equilibrium because the income of the consumer increases and decreases on time-to-time basis based on government policies and market and economic stability in the market (Qian et al., 2020). When the income of consumers increased in the economy the demand for Apple smartphones increased from 100,000 units to 120,000 units which shifted the demand curve rightward and when the income of the consumers decreased due to unfavourable taxes introduced by the government in the economy it leads to a decrease the demand of Apple smartphones from 100,000 units to 90,000 units and shifted the demand curve leftward.
Consumer tastes & preferences: The consumers’ preferences & tastes are also an important component of the consumer in the fluctuation of the demand of the business entity among the consumers or in the market. The consumers’ preference changes based on the innovation and new trends and technology introduced in the market. When the consumers’ preferences and tastes shifted in the favour of the Apple smartphones in the market the demand for the smartphone increased from 120,000 units to 150,000 units in the market which showed a rightward shift of products and when the consumers’ preferences and taste shifted against the firm, the demand for smartphones reduced from 150,000 units to 120,000 units in the market and reflected leftward shift. 
Consumer expectations of price: The expectations of the consumer regarding the price also influenced the demand for the products of the business entity (Qian et al., 2020). When consumers expect fluctuation in the price of the products in the market in the future the demand for the products decreases and increases based on the consumers’ expectations. When consumers anticipated that the prices of smartphones would decrease in the market, they reduced the demand for smartphones from Apple Inc. which lead to a decrease in the demand from 100,000 units to 90,000 units in the market and shifted the demand curve leftward. When the consumers anticipated that the prices of smartphones of Apple Inc. would increase, they increased their demand which lead to an increase in the demand for products from 100,000 units to 120,000 units which shifted the demand curve rightward.
Demographics: Demographics is an important key indicator affecting and influencing the demand curve. The increase and decrease in the prices of the population affect the prices of smartphones in the market (Cruz et al., 2021). When the population of the economy increased from 10 million to 11 million the demand for Apple smartphones also increased from 100,000 units to 115,000 units in the market due to a surge in the demanded quantity of the products which shifted the demand curve rightward. When the population of the economy decreased from 10 million to 9 million because of the population control measures introduced by the government which reduced the demand for Apple smartphones from 100,000 units to 80,000 units and shifted the demand curve leftward.
3. [bookmark: _Toc122764234]
Factors that influence the elasticity of prices
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Figure 2: Economic help
Substitution Effects
This indicates the decrease in the revenues of a business entity for the products of the company because the prices of the products increased by the business entity for changes in the prices of certain factors of the company which lead to an increase in the demand for substitute products or cheaper alternatives to the company in the market (Leskinen et al., 2018). It can also occur when the income level of the consumers remains, but inflation affects the price of the product in the market which lead to an increase in the demand for a cheaper substitute in the market.

Luxury and necessity factors of the products
Apple smartphones could become a necessity as well as a luxury for a specific group of people of groups. Those people who need a good security level and a separate software and application system from other people would consider these smartphones as a necessity of the consumers of the company. In addition, people who need high-level hardware and software and high-level security for their personal details and security could buy smartphones as a necessity and maintain the demand for the products in the market. In this income level or consumer level when Apple increased the prices of its smartphones the demand still maintained the same and did not have much influence on the basis of the prices of goods. 
Apple smartphones are a luxury for those people who can’t afford them and whose income level is as low as to buy the products would consider the smartphones as luxury level in the market. Moreover, those people who live in low-income level or middle-income level country would consider Apple smartphones are luxury level products. When the company would increase the price of its smartphone from $10,000 to 11,000 in the market, the consumers shift or prefer to substitute smartphones company in the market. 
Elastic and not the elasticity of substitute effects
If Apple smartphones are the necessity of many consumers, then the demand for the products would remain the same whether the price increases or decreases in the market and this defines the more inelastic of the products in the market (Hammal, Bourahla and Laouami, 2020). This happens because the price of the products is required for the segment of the people in the market. 
Apple smartphones would be more elastic for the consumer segment who considers them luxury or less affordable when the company would increase the price of the smartphones in the market. In addition, when the company would decrease the price of its smartphones in the market the demand for the products would become more elastic. In this market segment, the price would be a more important factor than the quality and modification of the products. 

Income effects
The income effect indicates the price level of the households in an economy which affects and influences the price of certain products in the market. This reflects and affects the purchasing power of the consumers in the market (Cranfield, 2020). The increase in the income level of the consumers increases the demanded quantity of the products in the market as well as the decrease in the income level decreases the demanded quantity of the products in the market. This shows the vice versa effects of the demand and the income of the households.  
Percentage of income:
The percentage of income that a consumer spends on a particular good or service is an important factor in determining the elasticity of demand. If the purchase of the good or service represents a large portion of the consumer’s income, then demand is more likely to be elastic. This is because a consumer is reducing their spending on particular products and services if the price increases if the product and services take up a large portion of their income. On the other hand, if the purchase of the good or service represents a small portion of the consumer’s income, then demand is more likely to be inelastic. This is because a consumer is less reducing their spending on a particular good or service if the price increases if the good or service only takes up a small portion of their income.

Elastic and Inelastic of income effects
The income of potential customers affects the sale of Apple Inc. smartphones in several ways. Higher-income consumers are more likely to purchase Apple products due to their perceived higher quality and associated brand loyalty (Hammal, Bourahla and Laouami, 2020). Higher-income consumers tend to be more willing to purchase more expensive models and have the ability to purchase more accessories, such as cases and earphones, which further increases their willingness to purchase Apple products. In addition, higher-income consumers are more likely to purchase the latest models of Apple smartphones. This is because they have the money to do so and may also be more likely to purchase the newest model as a status symbol.

Pricing policy of Apple Inc. and reason to apply

The company should employ a pricing policy based on customer value, market conditions, and the goals of the company. By understanding the value of its products to its customers, Apple can set prices that make the product an attractive purchase for those customers. By understanding market conditions, such as customer demand, competition and cost of production, Apple can determine appropriate pricing for their products. In addition, Apple should align their pricing policy with the company’s goals, such as maximizing profits, increasing market share, or launching new products.

The company should employ a premium pricing policy. This pricing strategy is based on setting prices higher than the market average but with the added value of quality products, innovation, and brand recognition. By charging a higher price, Apple can ensure that its products remain profitable and competitively positioned. Moreover, this pricing policy allows Apple to focus on selling fewer, higher-quality products, rather than competing at low prices. This helps to ensure that their products are seen as luxury items and maintain their brand image.


[bookmark: _Toc122764235]Conclusion
The knowledge of economic factors such as demand, supply, market equilibrium and elasticity and inelasticity help a business entity as well as an economy to identify the problem and resolve it with the various indicators of economic growth. The report defined the profitability of Apple Inc. as regularly increasing on year-to-year basis as the net profit margin of the company was 22% for 2018 which increased to 25% in 2022 and sales of the company were $265,595 million in 2018 which increased to $394, 328 million. The report highlighted that various demand factors such as changes in income level, changes in taste and preference etc. affected the financial position of Apple Inc. in the market as it shifted the demand curve rightward and leftward. 
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Cost 	
2018 (Amount in $m)	2019 (Amount in $m)	2020 (Amount in $m)	2021 (Amount in $m)	2022 (Amount in $m)	163756	161782	169559	212981	223546	



Profit margin	
2018 (Amount in $m)	2019 (Amount in $m)	2020 (Amount in $m)	2021 (Amount in $m)	2022 (Amount in $m)	0.22414202074587247	0.21238094505984456	0.20913611278072236	0.25881793355694238	0.25309640705199732	



Revenue	
2018 (Amount in $m)	2019 (Amount in $m)	2020 (Amount in $m)	2021 (Amount in $m)	2022 (Amount in $m)	265595	260174	274515	365817	394328	



Net profit	
2018 (Amount in $m)	2019 (Amount in $m)	2020 (Amount in $m)	2021 (Amount in $m)	2022 (Amount in $m)	59531	55256	57411	94680	99803	
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