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1. [bookmark: _Toc123239363]Describe the business
[bookmark: _Toc123239364]1.1 Introduction of chosen business 
Apple is an American company that manufactures and distributes software, mobile devices, desktop computers, and computer hardware worldwide. Steve Wozniak, Steve Jobs, and Ronald Wayne created Apple in 1976 (Apple, 2022). Apple has seen a fair share of financial highs and lows during the course of its more than 30-year existence. The iPhone were introduced in 2007, and Apple finally saw significant success. As of August 2012, Apple had 393 retail locations across 14 different nations.  (Linzmayer, 2021).
The reported net income for the current year increased by more than 24% from the same time last year. From less than $8 billion in 2018 to more than $32 billion in 2021, Apple's net profit increased between 2018 and 2021, Apple expanded into 113 additional sites (Apple, 2022). Apple is now the sixth retailer of appliances and gadgets. Apple's target markets are likewise becoming more and more competitive. Therefore, in order to further set itself apart from its rivals, Apple must provide something they haven't yet invented.

[bookmark: _Toc123239365]1.2 Introduction of chosen product
Product iPhone is chosen for the report, iPhone is the brand name for Apple's series of mobile devices. The iPhone was the initial smartphone to gain widespread adoption due to its ease of use, built-in app store, and responsive multitouch touchscreen. Although they have a touch-focused user interface, the iOS and pads operating systems. The iPhone was designed to offer a better user experience than earlier phones, even though it wasn't the first cell phone with mobile Internet, email, and a touch-screen interface (Aljafari, 2016).
Due to how well style and functionality combine, the iPhone has grown to be among the most widely used phones worldwide. The iPhone 5 was the most recent iPhone model made available by Apple in 2020. 

2. [bookmark: _Toc123239366]Identify Demand and Market Equilibrium
[bookmark: _Toc123239367]2.1 Factors that influence Demand
One element that can affect the accessibility of iPhones is consumer demand. The desire for the iPhone has only increased after the release of the iPhone 13 and 13 Plus in September 2021, according to report, polled 1,004 customers on their next plans to purchase a mobile phone. 50% of the customers polled claimed they wanted to buy an iPhone when asked which smartphone they planned to buy in the upcoming three months. Only 47% of customers predicted to purchase an iPhone in December 2021, according to data from a similar study (T Bresnahan, 2019).

[bookmark: _Toc123239368]2.2 Price of substitutes 
The iPhone is one of the several brands that are offered. Numerous companies, including Nokia and Samsung, have imitated Apple Inc. to produce a variety of cell phones that are currently well-known to consumers. In any event, it seems sense to conclude that the iPhone market is an oligopoly given its characteristics. In an oligopolistic market, there are few vendors selling a certain product or service. (E Wah, 2020).
[image: Apple's Market Share Continues to Plummet Despite Impending iPhone 13  Launch / Digital Information World]
Figure 1 Price of Substitutes (E Wah, 2020).
According to  (E Wah, 2020), people once used letter systems or telephone networks in place of mobile phones, but these alternatives are no longer in use. There is therefore no substitute for mobile phones. Because it is an extra feature for smartphones, demand for chargers grows along with smartphone demand. It has a positive relationship. It is impossible to sell a product without advertising. Many companies promote their goods through social media, models, influencers, and youtubers. There is a positive correlation as a result.

[bookmark: _Toc123239369]2.3 Advertising campaigns
One of the numerous elements influencing customer interest in a product or service is advertising. This is a result of the tactic employed to expose individuals who were not previously familiar with the product or management in order to raise market awareness of it. It is anticipated that interest in the smartphone will rise when Apple Inc. launches a new iPhone advertising campaign with renowned figures like Richard Branson, Weave Dylan, and Jim Henson, among others.  (Brown, 2019).
This is due to research showing that adolescent and young adult-focused marketing campaigns successfully establish and expand markets. Because teens and young adults are the largest smartphone users in the world, including famous individuals in the iPhone advertising will undoubtedly increase the product's appeal to this group. The company will increase its pricing in response to growing demand for the iPhone because a shortage would arise if supply remained the same.

[bookmark: _Toc123239370]2.4 Taste or Choice
Based on consumer tastes and demands, iPhone manufacturers create their devices. Some clients need a smartphone for work, some for social media and a good camera, yet others for gaming and a certain app, and so forth. It is so difficult to create a smartphone that appeals to customer tastes. Demand will therefore increase if a business produces a phone in line with consumer choice; on the other hand, demand may decrease if a company does not. Currently, getting a smartphone is in style, and everyone strives to keep up. People adore purchasing the newest mobile phones that each manufacturer makes. For example, when a new iPhone model is released, everyone attempts to sell their old one and get the new one. Demand and fashion are therefore positively correlated (Linzmayer, 2021).

[bookmark: _Toc123239371]2.5 Consumer Income 
Income is a significant element that influences demand for any goods. When a consumer's income increases, so does their spending. As a result, if the average person's pay increases, he will want a new smartphone. It positively affects the demand for cell phones. Demand for any product is significantly influenced by wealth. Someone with a lot of money will be able to purchase a great phone, while someone with little money won't be able to. It and demand are positively connected. Because they can always utilize social media to do their own research, consider their options, and seek suggestions from friends, customers feel more in control of their purchasing decisions. Apple reported sales that above experts' expectations, showing that buyers are still purchasing the brand's high-end iPhones. Apple is well known for its dedication to understanding consumer expectations and improving clients' product and in-store interactions (Burgess, 2018).

[bookmark: _Toc123239372]2.6 Consumer expectations of price 
One of the costly cell phone accessories is the iPhone. Due to the expensive price, it is regarded as an extravagance item. Most of the time, only affluent individuals can afford to buy the item. Since such pricey mobile phones come with open door costs and may be swore off, when necessary, people in the average and low-paying levels are not in the attitude to get an iPhone. Income is essential in affecting customers' purchasing power in this way, which in turn influences their interest in the products. Price is the primary factor affecting demand for any particular commodity. Product demand declines as prices grow. It illustrates a poor link between supply and demand. Sales of cell phones decrease as their costs increase. (HA Campbell, 2017).
[image: ATTENTION APPLE FANS: Samsung Blowing Past Apple to Become the Biggest  Smartphone Vendor Is Not Good News]
Figure 2 Comparison of Sales (HA Campbell, 2017).

[bookmark: _Toc123239373]2.7 Demographics
There will be more than 1.2 billion iPhone users globally by 2022. More than 2.2 billion iPhones had been purchased as of 2022. 56.6 million iPhones were sold in Q1 2022. Apple shipped 240 million iPhones in only 2021. The iPhone has an 18% market share of all smartphones as of Q1 2022. In the first quarter of 2022, 50% of US smartphones were iPhones. Compared to 49% of male iPhone users, 51% of iPhone users are female. For Apple, the first two quarters of 2022 brought in $97.2 billion. Sales of the iPhone generated $50.57 billion for Apple  (J Laugesen, 2019).

[image: ]
Figure 3 iPhone Sales in Billions USD (Statista, 2022)
Apple was the only company that Google and Microsoft had to worry about in the race to become the most valuable technology brand in 2021. This may be put rather simply. In the past 10 years, Apple's overall revenue has multiplied by four (Statista, 2022). In 2021, net sales as a whole totalled $365.82 billion. The iPhone is only one example of the variety of consumer electronics included in Apple products. Each and every requirement in daily life may be met by an Apple product. But the iPhone continues to be Apple's most profitable product year after year. Demographically sales of the iPhone going back to 2007 will account for around 49% of all Apple sales in 2022 (Statista, 2022).
Apple customers frequently have stable finances and don't take many chances. They like how comfy the Apple brand is, as well as how high-quality and safe it is. 20% of iPhone and iPad owners concur that changing ecosystems would be more challenging than changing banks. Their improved financial situation allows them to purchase and take advantage of life's amenities. In comparison to Android users, who spend an average of $62 on clothing and $40 on cosmetics each month (Hawara, 2022).
[image: ]
Figure 4 iPhone Market (Hawari, 2022)

The value proposition that is being offered is the most crucial consideration for each group that Apple targets. Even though the iPhone only costs $50 to produce, the average user will have to fork out over $650 per year to update. This is due to the fact that cellular providers no longer provide phone subsidies. Male buyers outnumber female buyers of Apple products 2:1. In general, Apple customers are between the ages of 35 and 44. In the next six months, one in four individuals in the 18 to 34 age group express a strong desire to purchase an Apple device.  (Warner, 2021).
Customers who buy iPhones said their previous phone was likewise an iPhone in 54% of cases. Customers report that one in four times they bought an Apple device because a buddy already had one. Less than 30% of customers who have bought different Apple devices over the past five years concur that the iPhone is now the finest phone available. In recent research, just 0.3% of participants claimed that Apple's user interface influenced their choice to buy the company's products. (Hawari, 2022). 

3. [bookmark: _Toc123239374]Indicate demand is more elastic or more inelastic
[bookmark: _Toc123239375]3.1 Factors that influence the Price Elasticity of Demand
The main element influencing interest flexibility is the availability of options. The more options there are, the more flexible the curiosity will be. Special things like the iPhone are often inelastic since there are no substitutes. The availability of resources to buy the item is the second aspect that influences request flexibility. The most money a person may possibly spend on a certain commodity or service is this amount. Customers typically lower their amount of interest if the price increases without an equal increase in the amount of pay available. Apple can't meet everyone's expectations even if the iPhone is pricey since demand is so high owing to user demands. (Stavins, 2019).

[bookmark: _Toc123239376]3.2 Short run and long run adjustment
There are both fixed and variable inputs. Neither newly formed businesses nor active ones leave the sector in short term. All inputs are adjustable, and businesses are free to enter and depart the market. 
[image: Chart: Apple's Incredible 21st Century Growth | Statista]
Figure 5 Apple Appliances Growth (Wu, Chong and Liu, 2021)

[bookmark: _Toc123239377]3.3 Price expectations and speculation
People's actions are influenced by their expectations. In addition to what is happening right now, people often respond to expected future occurrences as well as to present events. Because it emphasizes the crucial role expectations play in determining economic behaviour, this is the ninth of our fifteen threshold ideas. For a corporation to engage in a price war, pricing strategy must be in line with the organization's strategic objectives. To establish prices, this is required. Analysing customer rivals while conducting a thorough and honest examination of the economy is necessary. Update pricing plans to consider market changes and the level of competition. Sales, purchasing power, pay scale, and customer satisfaction are all constantly assessed and utilized to adjust the strategy as needed (Wu, Chong and Liu, 2021).

[bookmark: _Toc123239378]3.4 Market and Adjustment over Time
Actually, the initial demand for the iPhone was just inelastic. Since it was a special phone with a number of functions, the price remained unreasonable even as demand rose. After three months, Apple lowered their prices in response to the effects of demand, including price, additional services, and rivals entering the market. The cost of an iPhone was cut by Apple multiple times, from $599 in 2018 to $199 in 2021 (Wu, Chong and Liu, 2021). As demand dropped, the demand line drifted to the left. However, when the price of the iPhone dropped, customer demand for the device surged once again, flattening the demand curve and making it more elastic. As a result, quantity decreased while demand rose (E Wah, 2020).

4. [bookmark: _Toc123239379]Factor indicate demand is more elastic or more inelastic
[bookmark: _Toc123239380]4.1 Substitution Effects
Although Android and the iPhone have similar functionality and aesthetics, some people have very strong brand loyalty, making them just marginally better options. However, if the quality of Android devices increases, it could be easier to convince them to switch from the iPhone to Android. The undisputed market leaders when they were first introduced, iPhones were the obvious choice for anybody wishing to buy the best phone. Customers of Android now have more options thanks to product innovation, and Apple is losing market shares (Slaughter, 2020).
[image: Microeconomics of Apple Inc.]
Figure 6 Supply Demand Curve (Slaughter, 2020).
[bookmark: _Toc123239381]4.2 Luxury vs. Necessity
iPhone is certainly a luxury item due to its outrageous price as well as its intriguing, borderline-futuristic features. But the iPhone has evolved over time from a luxury to a useful need. And this is how and why: The 2007 debut of the iPhone, with all of its splendour and hefty price tag, generated a global sensation and curiosity, earning it launching the distinction of having the most positive consumer response in the history of product launches compared to any other product made in prior years (M Espey, 2017).

[bookmark: _Toc123239382]4.3 Income effects
A survey of customers revealed that, on average, iPhone users make more money and spend more on technology than Android users. iPhone users earn $53,251 more per year than Android smartphone users $37,040, which increases their propensity to spend money on retail. The poll found that compared to Android users, iPhone owners are often happier and wealthier. These customers reported having spent more on apparel than Android users, with a monthly average expenditure of $117 compared to $62 for Android users. In addition, buyers of iPhones spend $101 on technology and $83 on cosmetics, respectively, as opposed to $51 and $40 for Android users  (Slaughter, 2020).

[bookmark: _Toc123239383]4.4 Pricing policy should the business employ
Apple's pricing technique is built on item separation, which separates one product or service from another. Apple has worked hard to get its goods known, which has stoked interest in them and helped it cultivate a certain audience. They are able to keep control thanks to their clients' strong brand loyalty and their ability to stand out from the competitors. By nurturing a sizable client base and maintaining exorbitant prices, Apple has created many barriers in the way of its rivals.
It is crucial to take into account both Apple's commitment to quality and the characteristics of its rivals' products. A top-tier brand's simplicity and history make its items instantly recognisable. A big part of its success may also be attributed to the send-off activities Apple organised. Any company that wants to be successful must do more than just demand high rates from its customers. The admittance to Apple's farewell celebrations guarantees never-ending savings. (Yan, 2019).
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