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1. Describe the Business
A holding company is Ferrari NV. The company produces high-end sports automobiles. The company's vehicles include the California T, F12 Berlinetta, 488GTB, 488 Spider, 458 Speciale, LaFerrari, LaFerrari Hybrid, and FF four-wheel drive. It takes part in motorsports like Formula One. Its headquarters are in Maranello, Italy, and the business was started by Enzo Anselmo Ferrari in 1939. Sports vehicles produced by Ferrari S.p.A. are known for their performance and speed. Along with Porsche, Maserati, Alfa Romeo, Jaguar, and Lamborghini, Ferrari sports vehicles are among the most renowned automobiles in the world. The Ferrari GTO is regarded by many automotive experts as one of the most luxurious sports cars ever produced, and the brand Ferrari is still revered on the world racing circuit. Only 35 Ferrari GTOs were produced, some of which sold for more than $10 million when sold as collectibles. Averaging prices starting at $120,000 each, about 3,800 Ferraris are sold annually. Maserati is also owned by Ferrari S.p.A., a company that has been associated with Fiat S.p.A. since 1969. North America accounts for around 20% of all sales of Ferrari and Maserati vehicles; Germany, with about 18%, is the second-largest market. I chose this product because it is a luxury product and worldwide luxury brand. Why to choose Ferrari? Performance and speed. The most obvious advantage of a Ferrari is probably that you will receive performance and speed that well beyond what you might hope for from the typical family sedan. It's impossible to avoid falling back in love with driving after operating a Ferrari since it's such a thrilling experience. Ferrari puts a lot of time and effort on every single vehicle, practising the principle of quality over quantity. Ferraris are kept uncommon on the market because to their low supply, which keeps people captivated when they do get to witness one. 

2. Identify Demand and Market Equilibrium 
In this industry, customer spending is discretionary and luxury automobiles are predominantly emotional purchases. Sales are influenced by how socially acceptable a product is. There may be a change in demand for Ferrari's premium vehicles as opposition to wealth concentration gets momentum. Alternative forms of transportation are being researched considering growing concerns about emissions and global warming. A case in point of the shifting attitudes of the general people is the Austrian government's decision to cease road construction on the grounds that "more roads equal more automobiles, more traffic." It's important to keep an eye on how self-driving car technology is developing and how popular they are becoming. Customers could be more willing to pay more for convenience than for luxury automobiles' well-known brands. Two different items can serve the same function as substitute goods. One of Ferrari's main rivals is Aston Martin. In 1913, Warwick, England, became the home of Aston Martin. Aston Martin works in the same sector as Ferrari, which is the manufacture of automobiles. Ferrari's income is $7.2B more than Aston Martin's. A prominent Ferrari rival is also Lamborghini. Bologna, Emilia-Romagna, is home to Lamborghini, which was established in 1963. In the world of automobile manufacturers, Lamborghini competes with Ferrari. Compared to Ferrari, Lamborghini makes $6.8 billion less money. Maserati is regarded as one of Ferrari's main rivals as well. Founded in 1914, Maserati has its headquarters in Modena, Emilia-Romagna. Maserati works in the industry of automobile manufacturers, much like Ferrari. Ferrari's revenue is 20% more than Maserati's. 
Ferrari's third quarter adjusted core earnings increased 17% to €435 million ($427 million). In addition, deliveries of the 296 GTB and the limited-edition 812 Competizione caused shipments, except for EMEA, to increase during the third quarter. Following a strong third quarter, Ferrari now anticipates that its adjusted profits before interest, tax, depreciation, and amortisation would surpass €1.73 billion ($1.7 billion) this year, up from an earlier projection of between €1.7 billion ($1.67 billion) and €1.73 billion ($1.7 billion). Ferrari, a luxury vehicle maker owned by Fiat, uses the ideas of choice, changes in supply and demand, replacements, and the impact of population changes to create not just greater profit but also to retain the uniqueness or rarity of its automobiles. When the market is expanding owing to rising affluence in numerous emerging economies, Fiat can use the situation by restricting its supply to 7,000 automobiles annually. Population growth in "China and other emerging markets" causes a movement in Ferrari automobile demand from D to D1, as population is a non-price factor of demand that can influence the demand curve. The supply of S is, however, fully inelastic at Fiat, meaning it is unaffected by anything. Considering this, the supply is kept at 7,000 vehicles at point Qe while the price of Ferrari models rises from Pe to Pe1 because of the shift in demand. It is possible to say that the market is failing because there is a significant quantity of surplus demand. Although demand typically decreases as prices rise in most cases, the population growth from B to B1 caused a shift in demand from D to D1, which keeps demand steady even as prices rise, making this situation an atypical instance with inelastic demand. Furthermore, even when the price of Ferrari models dramatically increased from Pe to Pe1, the quantity demand barely altered, indicating that the demand for Ferrari automobiles is inelastic. The demand for Ferrari automobiles in emerging nations is growing, which has the effect of balancing off the decline in demand in other areas. There is a welfare loss in this circumstance. Ferrari may generate higher average revenues, which would increase overall revenues, but the cars it sells will pollute. Due to the additional costs that pollution causes for society, the marginal private cost is lower than the marginal social cost. The change in inelastic demand brought on by the rising population of emerging nations could benefit Ferrari in the medium term. Consumers are more likely to switch to alternatives when they become aware of the problem and realise, they cannot afford to buy Ferrari automobiles owing to their rarity and even exorbitant pricing. The demand for Ferraris will change from D to D1 when buyers begin to switch to other automakers (replacements), such as Mercedes Benz, Lamborghini, and Bentley. This is because as Ferraris' prices rose, the prices of substitutes remained stable, drastically reducing demand while making it elastic. Less money will be made for the manufacturer, Ferrari, when the price starts to decline. The Cross Elasticity of Demand between Ferrari and its substitutes will have a substantially greater positive value since Ferrari has several near alternatives. Because Ferrari automobiles are such a rare luxury good, the scenario may, nevertheless, be different. One would want this automobile even more as the scarcity rises since those shopping for exotic cars, like a Ferrari, are likely to love the rarity and small supply of these cars. This is a result of another non-price factor of demand, tastes, and preferences. The current socioeconomic situation was recognised as posing "new challenges on a worldwide scale" for both Ferrari and its partners by Chief Executive Benedetto Vigna as he presented the third quarter results to analysts. However, there were still a lot of rich purchasers available. The demand for Ferrari was increasing in 2021. (Ferrari annual report). 
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3. Demand is more elastic or inelastic? 
Given that wealthy consumers often experience an economic crisis far less than other groups, luxury goods are almost recession-proof. The exotic, high-performance cars made by Ferrari are undoubtedly luxurious goods. The demand for luxury goods is very elastic because, as the price of a luxury good rises, demand will not increase in proportion to the rise in price. When compared to the demand for a required commodity, a luxury or comfort good has a very elastic pricing. In Q2 2022, there were 3,455 units shipped, an increase of 770 units or 28.7% from the same period last year. Three hybrid engine models and seven internal combustion engine (ICE) models, which together accounted for 17% of total shipments and 83% of total shipments, respectively, were included in the product portfolio for the quarter. According to schedule, the Ferrari Portofino M and the F8 family were responsible for the rise in shipments during the quarter. The 812 Competizione was ramping up during the quarter, and the 296 GTB began receiving its first deliveries. In the first quarter of 2022, production of the Ferrari Monza SP1 and SP2 came to an end. Net sales increased from €1,053 million for the three months ended September 30, 2021, to €1,250 million for the three months ended September 30, 2022, or €197 million or 18.7% (or €13.0% on a constant currency basis). The rise in net revenues was due to a combination of an increase in automobiles and spare parts of €174 million, an increase in sponsorship, commercial, and brand revenues of €28 million, and an increase in other revenues of €9 million, which was largely offset by a fall in engines of €14 million (Ferrari annual report). Cost of sales increased by €130 million or 25.0 percent to €655 million for the three months that ended September 30, 2022, from €525 million for the comparable period in 2021. Cost of sales increased from 49.8% for the three months ending September 30, 2021, to 52.4 percent for the three months ending September 30, 2022, as a percentage of net revenues. The rise in industrial expenses, including cost inflation, and increased automobile volumes were the major causes of the cost of sales increase. Certain foreign currencies' depreciation against the Euro also had a role (mainly the U.S. Dollar and the Chinese Yuan) (Ferrari annual report). The rise in selling, general, and administrative expenditures was primarily a result of communications, marketing, and lifestyle initiatives, which also reflected the quarter's events. Net sales increased by €628 million or 20.3 percent (an increase of 16.9 percent on a constant currency basis) from €3,099 million for the nine months ended September 30, 2021, to €3,727 million for the nine months ended September 30, 2022. A €26 million decline in engines was somewhat offset by a €550 million rise in automobiles and spare parts, a €72 million gain in sponsorship, commercial, and brand income, and a €32 million increase in other revenues (Ferrari annual report).  Since buying a new automobile depends on several conditions and might be postponed, the demand for them is probably elastic. Because there are so many alternatives, demand for a specific automobile type is also very elastic. In this instance, mass-produced automobiles' demand is elastic, but luxury cars' demand is inelastic. When compared to mass-produced vehicles, luxury vehicles are more frequently purchased. Luxury automobile buyers are motivated by a variety of factors in addition to needing a vehicle for mobility, such as personal preferences, status symbolism, brand perception, high pricing (which make the vehicles less accessible), and the driving experience. Mass-produced automobiles are often purchased primarily as a means of mobility. Because of this, the influence of non-price elements on luxury and mass-produced automobiles varies. Luxury automobile sales are more vulnerable to changes in customer tastes than sales of mass-produced cars because luxury car buyers have high expectations and demands. Compared to mass-produced automobiles, the demand for luxury cars is less susceptible to changes in complementary goods or substitutes since there isn't a close equivalent for them. Luxury automobile purchasers are fully aware that, compared to mass-produced vehicles, their purchases will lose a bigger percentage of their overall worth over time, yet they nonetheless move forward with their intentions to acquire. Because they have the means to do so and, more crucially, because non-financial motives predominate, buyers of high-end vehicles like Ferrari won't be concerned about rising gas costs. When compared to customers of luxury automobiles, who are better able to withstand the effects of a bad event, every positive or negative event, such as an economic crisis, employment loss, or job advancement, has a higher impact on their purchase decisions. To make their demand more rigid, luxury automobile manufacturers can also employ specific marketing strategies, such as releasing items in small amounts, distributing them through privileged channels, and emphasising the qualities that the target market values most. Ferrari is renowned for its exclusivity, which accounts for why some Ferrari models, like the Enzo, are now sold for far more than they were originally priced. 
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