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A corporation can maximise earnings while ensuring consumers receive an acceptable offer by using supply and demand analysis to set special rates for products and services. Corporations may quickly modify their business plans using big data analytics to identify real-time supply and demand trends. The examination of price variations in relation to the volume of consumers and sellers for a specific commodity is known as demand and supply analysis. When evaluating the company's progress and offering suggestions for future measures, elements and outcomes from its business operations are considered. Examining several essential variables from the business's financial records is one technique to gauge market demand.
 These factors include the business's earnings, merchandise prices, latest trends and tastes, number of customers in a given market and financial estimates. The Nike Company and its primary good or service are covered in this report. This report will define demand and market equilibrium and explain how each element that affects demand affects Nike's primary product or service. This report will outline how each element that affects the price elasticity of demand affects the primary product or service of the Nike Company.
Nike is an established international firm that has specialised in manufacturing shoes, clothes, sports equipment and other services. Shoes, shirts, shorts, cleats, and base layers for sporting activities are all part of the Nike product line. Additionally, Nike offers footwear for sports like skateboarding, baseball, cycling, volleyball, auto racing, and other leisure pursuits. Nike company central offices are located in the US, close to Beaverton, Oregon. It is the biggest manufacturer and distributor of sporting gear on the planet (Childs and Jin, 2018). 
[bookmark: _Toc139516060]According to the data posted by the Fortune 500 list of the most prominent American companies, Nike was ranked position 89 in 2019. Currently, the corporation has a market capitalisation of £170 billion and ranks among the world's top 50 most valuable companies. Nike generated over US$46 billion in turnover in fiscal year 2022. In the year ending 2022, Nike's total employees were 79100. Marketing and advertising cost the business $3.1 billion (Jia, 2023). This report will focus on the shoe product line of Nike Company. 
Demand and market equilibrium
Demand is the number of persons interested in a specific commodity or service at various price points. On the other hand, market equilibrium happens when the quantity demanded is equal to the quantity supplied at a given price rate (Jones and Pitelis, 2015). 
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Price of substitutes. Products that meet an equivalent desire or necessity are substitutes. The desire for substitute shoes will rise when the Nike shoe line price goes up, while the desire for it will grow when its price goes down. The costs of the associated commodities remain constant when a demand curve for items is formed. In light of this, the entire demand curve would shift up or lower in response to changes in the pricing of the connected goods. Demand for a good will decrease when its substitute is less expensive and grow when its substitute is more expensive (Hafezalkotob et al., 2018).
The demand for Nike football shoes may be impacted by different designs offered by competitors in the sectors. One competing alternative to Nike is Adidas. The demand curve for Nike football shoes will shift to the left if the price is raised, while the demand curve for Adidas football shoes will move to the right. Nike shoes can range from about $60 to over $200 for men or women. Additionally, special editions or joint ventures with upscale fashion designers often cost around $400. Even though the substitute's products have a negligible effect, the demand for Nike shoes may decline if competitors like Adidas produce a shoe with unique features. This might cause the demand for Nike to decline, shifting the demand curve to the left (Childs and Jin, 2018). 

Price of complements. Football shoes and a field are complementary items used jointly to fulfil a specific need. The demand for a specific commodity declines as the price of a comparable good rises. The demand for Nike football shoes will move to the left if the cost of other accessories rises. For example, the demand for football shoes would decline if renting a football field in a given economy was costly (Jones and Pitelis, 2015).

Consumer Income. After deducting the current tax, disposable income determines how much money is left over for consumption. According to this aspect, individuals prefer to spend when disposable income is higher. Individuals in various markets are known to demand a commodity based on the income level at their disposal. In most circumstances, a positive connection exists between income and the quantity of an item demanded. When income increases, there will be greater demand for Nike shoe. Likewise, when income declines, there will be a lesser demand for shoe products (Aigner-Walder, 2015). 
The last three years have seen an increase in income that is available. According to the data, there will be a rise in shoe demand. The Nike team anticipates increased per capita disposable income from 38,165 to 42,000. The growing interest in Nike shoe will be profitable. Consumer spending in the US has been on the rise. The US saw a percentage disposable personal income rise of 0.4% in April 2023. From $15,660 billion in March 2023, this increase was the equivalent of $15,666 billion today (Wiesel, Ralston and Stone, 2023). Due to this growth, the demand for the Nike range of shoes is expected to grow and as a result, the demand curve will shift to the right. 

Consumer tastes & preferences. The rate at which a product is demanded in the market relies heavily on the tastes and preferences that clients have developed. In most cases, the demand curve usually shifts to the right when a commodity available in the market meets the tastes and preferences of consumers. Likewise, the tastes and preferences vary from one buyer to another, resulting in the demand curve reacting differently. The sports sector trends and the budget allocated to promotional activities greatly influence buyers' tastes and preferences in the market. The demand for some merchandise declines as they age or when individual preferences and inclinations no longer favour them (Behzadi et al., 2018).
As seen by changes in fashion, Nike must keep up with shifts in customer tastes and preferences. For example, in the world of football shoes, preferences have altered, and in 2015, the superfly football shoe with the fibre encircling the ankle was pronounced to be the rage. Additionally, lace-less shoes were developed for optimum efficiency and minimal gaming time-wasting as part of the 2018 trend (Kim, 2020). Nike needs to establish itself as a trendsetter to stay relevant. Nike must modify its product offers to satisfy local customer tastes and cultural effects on popular products in different locations. This involves considering preferences for elements like style, design, and colour. Some American shoppers like shoes created entirely or mainly in the country. Due to the growing changes in consumer preferences and tastes, the demand for Nike shoe products is expected to rise, shifting the demand curve to the right. 

Consumer expectations of price. Buyers in the market have a habit of demanding a product at the present time if they anticipate the future cost will be higher. These quick purchases are made to cushion themselves against incurring higher costs in future. The same is true since when buyers in the market anticipate a drop in the cost of a given commodity, they postpone making purchases at the current rates and wait for future declines in the prices of commodities (Ellickson, 2013). Since Nike is identified as a premium brand, buyers should expect the price of various shoes to increase. As buyers demand quality shoes from Nike, they should expect the prices to rise equally. As a result, the demand curve of Nike will shift to the right since most of them will purchase the various types of shoes as prices rise. 

Number of Consumers. According to Aigner-Walder (2015), the size of clients in a given market greatly influences the rate at which a product is demanded. Thus, more buyers in a market imply a higher probability of demanding a product in large quantities. The customer's growth is correlated with the demand curve for Nike football shoes, which causes the demand curve for Nike football shoes to move to the right as the population grows. Since a more significant population should presumably result in a more robust demand for a particular good. Nike's number of consumers is projected to rise. Over 98 million people visited Nike.com in February 2022. Most people who visited Nike's official website were from the United States. Nike currently has over 100 million subscribers, and by 2023, it hopes to have triple that figure (Jia, 2023). The number of clients steadily increases, implying that the demand for Nike's shoes will rise. The demand curve will shift to the right due to the increasing number of customers. 
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Factors that influence price elasticity of demand
Substitution effects. The substitution effect is the decline in shoe sales resulting from customers switching to less expensive substitutes when the price increases (Jones and Pitelis, 2015). The substitution effect typically occurs when the cost of a good or service rises, but the buyer's income remains constant. For instance, as the Nike shoe's price increases, it gets more expensive than other shoes offered by competitors. As a result, customers start using its alternatives instead of Nike shoes. When shoe costs drop, or their income increases, the same group of customers is likely to switch from inexpensive to high-end shoes. Products used instead of other merchandise, especially if they are more affordable, are considered lower quality. For instance, a shoe is inferior if its price rises and buyers see the cheaper version as accomplishing the same task as the more expensive one. The substitution effect favours companies that sell their products for less than their rivals do (Varian, 2014). For example, when leather shoes cost rises, people may purchase footwear made of an alternate material.
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Figure 3: Graph of substitution effects

An indifference curve is a graph that is shown above. Customers receive the same level of utility at any location on an indifference curve. P0 is the initial price ratio. This represents the cost of Adidas footwear in relation to Nike footwear and is referred to as the relative cost of Adidas footwear to Nike footwear. At point X, the customer first consumes A1 units of Nike shoes and B1 units of Adidas shoes. Now examine the impact of Nike sneakers dropping from P0 to P1. As a result of the price adjustment, Adidas shoes are now comparatively more expensive when compared to Nike sneakers, and vice versa. The substitution impact calculates the change in demand at which the consumer's utility level remains constant.
The substitution effect entails moving along the same indifference curve. It causes a shift in demand from point X to point Y. From A1 to A2, more Nike shoes are purchased, while less Adidas footwear is purchased from B1 to B2. The customer experiences the same degree of utility at points X and Y since they are on the same indifference curve. From the consumer point of view, Nike's shoe product is a luxury and the demand is elastic. 

Income effects. Prices and earnings affect the demand for products and services, either positively or negatively. Demand may rise or fall depending on how salaries and rates affect the market. Buyers' desire for premium items is revived as their income increases or the cost of goods falls, and they start choosing affordable alternatives. On normal commodities, a negative income effect is typically observed. It implies that the higher income of the customer has a detrimental effect on the items made (Varian, 2014). 
When consumer earnings fall, there is a tendency for the demand for normal items to fall as well. The income effects are not in the commodity's advantage in this situation. When a buyer's income drops, a commodity gets out of their price range, and they stop purchasing it. They might exchange the commodity for a superior option that better meets their tastes. When the product is positively impacted, there is a positive income effect. These impacts result from increased buyer appetite for items brought on by increased customer income (Jones and Pitelis, 2015).
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Figure 4: A graph of income effect
From A1 to A2, more Nike shoes are purchased, while less Adidas footwear is purchased from B1 to B2. The customer experiences the same degree of utility at points X and Y since they are on the same indifference curve. The consumer has extra money at point Y that can be used to buy more Nike shoes. The income effect causes expenditure to increase from point Y to point Z. Adidas shoes are used more frequently from B2 to B3, whereas Nike shoes are used more frequently from A2 to A3. The move from A2-A3 is the demonstration of income effects. The graph shows that the usage of both commodities is higher at point Z relative to point X. Since Nike and Adidas sneakers are common commodities with favourable income consequences, income effects exists. The purchases indicate a smaller portion of the consumer's income and the demand is more elastic. A change in the buyer's income leads to a quick change in the quantity of shoes purchased. 
Pricing policy. The profitability of Nike is significantly influenced by its price strategy. Nike's marketing strategy places a premium on innovative products and superior quality, which calls for a higher asking price. Since its clients are professionals and upper-middle-class members, Nike has implemented a premium-based pricing approach for its quality items. These clients do not mind paying more for the variety of shoes. Because Nike is committed to providing quality to its clients, the cost of its products reflects that commitment. Nike has spent money on advertising, which raises the cost of various goods. Because of the advertisements' claims about the excellent quality of their shoe line's items, customers continue to purchase them even when the prices are slightly higher. Nike premium-priced products are in high demand among all different types of clients. Products with high pricing are frequently regarded as luxury goods (Childs and Jin, 2018).
[bookmark: _Toc139516063]Conclusion
The demand and supply approach helps describe how the numbers of those parameters are affected by external factors and how the cost and the volume sold are decided. The demand equation and its graphical representation describe how consumers behave. This report has defined demand and market equilibrium and explained how each element that affects demand affects Nike's shoe portfolio. This report has outlined how substitution and income effects affect the price elasticity of demand within the Nike Company. Elasticity is a numerical indicator of sensitivity that analysts employ. Demand research helps to discover the most significant corporate sectors and those that need improvement.
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