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[bookmark: _Toc134265747]Executive Summary
This report aimed at establishing the demand and market equilibrium as well as the price elasticity of iPhone 13 by analysing different factors that influence the demand for iPhone 13 products. The report indicated that Apple is a premium brand well-known for classic and luxurious products. The company provides exclusive products. Some of the factors examined in this report include prices of substitutes, demographics, consumer income, and the price of complements. Based on the above analysis, it is clear that several factors impact the market demand and supply for the iPhone 13. Some of the factors discussed causes the demand curve to change or shift, while others cause the supply curve to change or shift as well. Regardless of the channel taken by the demand and supply curves of the iPhone 13 market, it is imperative to understand that with any little deviation from the typical state, the demand and supply of the product in the market will change.


[bookmark: _Toc134265748]Introduction to Apple Company And iPhone 13 Product
Apple Inc is a technology company that deals with digital media distribution and personal computing innovation. The company is hellbent on nothing short of a severe revolution in creating, designing, and distributing all its products. Since its establishment in the second half of the 20th Century, Apple has significantly revolutionized the technology industry through some highly incredible innovations (Budiono et al., 2021). The company prides itself as the pioneer company to design and produce the first smartphone. Since the release of the first iPhone in the market, Apple has maintained its leadership in producing the iPhone series of phones, continuously building on the previous model and integrating innovations to offer customers a better experience. The chosen product for this report is Apple’s iPhone 13 series, which symbolizes a significant step by the Apple company to enhance user convenience and improve productivity (Agarwal, 2021). This product was unveiled on September 24, 2021, to enhance and improve customer experience. In addition, the features of the iPhone 13 generation have immensely impacted its demand and market equilibrium. This report delves into establishing the demand and market equilibrium for different factors influencing the demand for iPhone 13 products. The report will also analyse the various factors that impact the price elasticity of demand for the iPhone 13 and recommend the pricing policy that should be considered by Apple company on iPhone 13 products. 


[bookmark: _Toc134265749]iPhone 13 Demand and Market Equilibrium
iPhone is arguably the most expensive gadget in the smartphone market. The iPhone's price is so high that it is considered a luxury good (He, 2021). In most cases, the iPhone is owned by individuals with high-income levels who can easily afford the product. However, selling iPhone products such as the iPhone 13 is subject to the customary law of demand and supply (Tien, 2019). As a result, fundamental factors impact and influence the demand for iPhone 13. 
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Figure 1: iPhone 13 demand exceeds supply
[bookmark: _Toc134265750]Pricing of substitutes
The iPhone 13 products operate in a competitive market that allows consumers to freely opt for other smartphones with similar applications to iPhone 13. Therefore, whether a person is a staunch Android smartphone user or wants something alternative to Apple's iPhone 13, the market is complete with many substitute devices that come in different shapes, sizes, and capacities. The main substitute for Apple's iPhone 13 is the Samsung Galaxy s21 series (Tien, 2019). Typically, Samsung’s smartphone products have always been the biggest competitor to Apple's in flagship wares. Therefore, it is not a surprise that the Samsung Galaxy s21 series is considered the best substitute or alternative to the iPhone 13. 
Since the launch of Galaxy S21, the demand for this product has been decreasing despite its relatively lower prices and broader market share worldwide. Although Samsung Galaxy A series devices occupy a considerable section of Samsung's annual sales, the company has related its immense success to the shipment figures of the Samsung Galaxy S series (Budiono et al., 2021). Nevertheless, the past two years could have been better for the Galaxy S series, the natural alternative to Apple's iPhone 13. Based on the publication by the Korean media, the Elec, Samsung was estimated to have only shipped between 20 million to 25 million units of the S21 series in 2021 (Xie et al., 2021). According to the report, this is the same number the company shipped for the S21 predecessor- the Samsung Galaxy S20 devices in 2020. Even though shipping at least 20 million units of devices can still be celebrated as an impressive feat, things do not look suitable for Samsung with regard to the shipment of S21 devices, given that the company used to ship somewhere between 35 to 40million S-series smartphones before the outbreak of the pandemic (Jena et al., 2019).
The iPhone 13 is in a competitive market where consumers can use other smartphones, such as the S21 series, which has almost the same applications and features as the iPhone 13. In this case, iPhone 13 is an elastic product (Budiono et al., 2021). Therefore, due to the low prices offered by the substitutes (Galaxy S21) against the high prices of iPhone 13 devices, consumers have no option but to go for the S21 series. This has generally prompted a decrease in demand for Apple's iPhone 13. In addition, the supply of iPhone 13 in the market has generally reduced owing to the release of the iPhone 14, hence shifting the consumer’s preference from the iPhone 13 to the 14 series (Zielenziger, 2011). This has significantly contributed to a reduced sale of the iPhone 13 due to low demand, even as consumers increasingly opt for alternative products such as the Galaxy S21. 
[bookmark: _Toc134265751]Price of complements
Complimentary goods are goods that are perceived to add value to another good when they are consumed together. The complement of the iPhone 13 product is the DSLR camera. According to the DSLR camera market report, the global market for these devices is projected to increase at a CAGR of 6.5% between 2022 and 2030 (Agarwal, 2021). Demand for the DSLR camera is attributed to various factors, including the rising demand for the product by professional users, technological advances, and the increasing adoption of DSLR camera products by amateur users (Rasheed and Abbas, 2012). Due to the increasing demand for DSLR cameras, their price has steadily increased since 2017. The primary DSLR camera costs an estimated $485, up from around $250 in 2017 (Xie et al., 2021). The rise in the price of DSLR camera is primarily attributed to the ability of the camera to have higher quality and advanced controls that allows the user to fine-tune each aspect while operating the camera. 
The increase in the demand for DSLR cameras has primarily contributed to the increase in the demand for iPhone 13. The Apple company uses the DSLR camera in its products as compliments. Even though the use of DSLR camera products in the iPhone 13 series increases the price of the iPhone 13, consumers seem to be very interested in the iPhone 13 product, owing to the high-quality applications and controls that come with both the iPhone and the DSLR camera products (Danko et al., 2019). This is why the demand for iPhone 13 remains relatively high in the U.S. market despite its high prices. 
[bookmark: _Toc134265752]Consumer Income and Inflation 
For the last decade, the consumer's income in the united states has been shrinking owing to the effects of inflation. Inflation is a fundamental microeconomic factor that significantly affects the supply and demand of the iPhone 13. From the consumer's point of view, the shrinking consumer income will likely reduce the demand for iPhone 13 products (Keat and Young, 2009). The increased cost of supplies and limited supplies have significantly increased the cost of the iPhone 13 in the market. With the shrinking income, consumers spend their money on more fundamental things such as food staff and medical cover, leaving little to spend on luxury products such as iPhone 13 (Jena et al., 2019). Therefore, the lack of adequate money to spend on the iPhone 13 has dramatically reduced the consumer's purchasing power, negatively affecting the demand for Apple products, including iPhone 13. 
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Figure 2: American inflation against wage growth 
Apple is staring at increased costs attributed to the rising employee salaries and global logistics, as well as the potential for its consumers to put off iPhone products due to their declining purchasing power. At the same time, Apple is being affected by the constraints in its supply chain because of the China shutdowns that have been occasioned this year, leading to a revenue hit of about 8 billion dollars. 
[bookmark: _Toc134265753]Gross Domestic Product
Another critical factor for the demand for the iPhone 13 is the Gross Domestic Product. The US GDP is projected to increase for the next five years. This means that U.S. citizens will be making more money and have more purchasing power over iPhone products (Agarwal, 2021). In addition to the GDP factor, the dollar's value is gaining fast against other currencies worldwide. For instance, in China, where iPhone products are produced, the yuan is losing steadily against the dollar, which increases the likelihood of lower production costs. The US GDP has increased in recent years (Chen, 2017). However, this growth has been prolonged. It was low in 2016 and began increasing from 2017 through 2018. As already indicated, iPhone 13 demand in the market will increase because more people in the U.S. will have more disposable income to buy the product. 
[bookmark: _Toc134265754]Demographics
Despite being a luxury brand with relatively expensive products, Apple prioritizes adolescents as one of its significant targets in the market. Apple consumers are widely scattered worldwide, but a good chunk of its users is in the USA and China. According to the current Apple user demographic figures, it is estimated that 51% of Apple product users in 2019 were female. Besides, the survey established that 44% of Apple product users in the same year were between 16 and 24 (Missoula, 2018). The current survey indicates a general increase in Apple users, with over 1.7 billion Apple products estimated to be used worldwide (Han et al., 2022). The increase in Apple's consumer demographics is generally attributed to the adequate supply logistics and supply chain and the integration of modern technologies in the design and production of Apple products. With the current and projected increase in Apple demographics and the target of the youth as a critical market destination, the demand for the iPhone is expected to increase, earning the company significant revenue from the increased sales. 
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Figure 3: Apple Target Market Analysis and Demographics
[bookmark: _Toc134265755]The Price Elasticity of Demand: Substitution Effects. Luxury vs. Necessity
From the consumer's point of view, the demand curve for iPhone 13 depicts inelasticity because Apple justifies this through the products that render the market appreciation. The general implication of this trend is the fact that the pricing power of the iPhone 13 rests in the hands of the Apple company as opposed to the consumers (Chen, 2017). Compared to the substitutes, such as the Samsung Galaxy S21, the demand for iPhone 13 is inelastic. Typically, the demand for the iPhone 13 product is somewhat inelastic, but it is inelastic compared to the competitors. As illustrated in the figure below, it is clear that the iPhone 13’s demand in the market is closely similar to an essential product or service that consumers can hardly do without. Therefore, the price elasticity of the iPhone 13 is more vertically inclined (Missoula, 2018). Therefore, this points to the preceding insight. The distances between Q1 and Q2 visa vee P1 and P2 also display the vertical inclination of iPhone 13. The logic for the price elasticity of demand for the iPhone 13 includes the exemplary product design, the global distribution and product reach, and the fascinating customer service offered by Apple company (Yu and Feng, 2019). As a result, significant changes in the iPhone 13 prices negatively impact demand for the same product. 
Figure 1: Price Elasticity of Demand for iPhone 13
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Figure 4: Price Elasticity of Demand for iPhone 13
[bookmark: _Toc134265756]The Price Elasticity of Demand: Income Effects-Percentage of Income
iPhone 13 is among the most expensive devices in the smartphone market. The price of the iPhone 13 is so high that it is widely considered a luxury good by most consumers. In many cases, the product is owned by people from the high-income class with higher purchasing power. People from lower income levels cannot afford the iPhone 13 because buying such an expensive smartphone device results in an opportunity cost where critical items could be forgone (Missoula, 2018). Therefore, income is a crucial determinant of consumer purchasing power, thus subsequently affecting the demand for iPhone 13 products (Agarwal, 2021). An increase in the US GDP will imply that the consumer income proportion will increase. In turn, this will increase the percentage of consumers in the high-income class, reflecting the increase in the number of people buying the iPhone 13 product (Han et al., 2022). In conclusion, the demand for iPhone 13 increases with an increase in consumer income levels, hence an elastic demand. 
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Figure 5: Increase in demand for iPhone 13 as a result of an increase in consumer income
[bookmark: _Toc134265757]What Pricing Policy Should the Business Employ? Why?
Before delving into the price strategy that should be exploited by Apple company, it is essential to explain some of the critical points that should be utilized for pricing a product generally. To begin with, it is good to evaluate the processing costs of the product as well as the miscellaneous costs that are incurred on the product (Steinhardt, 2019). Furthermore, it is vital to establish the profit margin the manufacturer decides to make from the product as well as the retail price of the product (Yu and Feng, 2019). Regarding Apple company, the most appropriate pricing policy based on the above analysis would be price skimming. Under this policy, luxurious brands like Apple opt to be priced very high with even higher profits so that fewer sales are recorded for the company to break even (Han et al., 2022). Apple can use this policy because it will enable it to distinguish itself from competitors like Sony and Samsung. 
[bookmark: _Toc134265758]Conclusion and Recommendations
Based on the above analysis, it is clear that several factors impact the market demand and supply for the iPhone 13. Some of the factors discussed causes the demand curve to change or shift, while others cause the supply curve to change or shift as well. Regardless of the channel taken by the demand and supply curves of the iPhone 13 market, it is imperative to understand that with any little deviation from the typical state, the demand and supply of the product in the market will change. Despite the high prices of the iPhone 13 in the market, consumers are more interested in this product. Thus, Apple company should consider attempting to rationalize its prices in order to bring an impact on its revenues during a particular period while also attracting more consumers. 
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