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Managerial Economics
Introduction
In the face of the Covid-19, the sales volume of iPhones is expected to decline drastically based on the economic conditions in both the United States (U. S.) and China. The research question to be discussed in this paper is whether Apple will be able to sustain the sales of iPhone products in this coronavirus period. Following general anticipation, Apple is likely to face challenges in selling iPhones to the Chinese market. Statistical evidence shows that iPhone sales dropped by 61% in February contrary to the forecast of Wall Street (Sullivan, 2020). The drop saw Apple sell only 494,000 iPhone products in China, which was 79% decline with regards to the month of January (Sullivan, 2020). The situation was compounded by China’s government decisions to call for a lockdown in February, resulting in a drop in sales of smartphones by 55%. In January, Apple had forecasted revenue of $63- $67 billion by the end of March financial quarter. In this regards, experts have projected that iPhone sales from January to March will drop by 2 million devices (Sullivan, 2020). The current situation is likely to reduce iPhone profit margins significantly since its supply chain is affected. Besides, the company cannot continue with the same production capacities since it will create a surplus due to reduced demand. Notably, Apple is expected to delay the launching of 5G internet in iPhones that had been scheduled to happen this fall. 
Literature Review 
Apple has been on the limelight for warning consumers over an unprecedented decline in the sale of iPhones in light with the current coronavirus situation. Apple is concerned about a reduction in revenue in the current quarter. The company has termed the situation in China, as the major factor for this drop. The company had anticipated that the nation would resume normal operations by Feb 10. However, the country is slowly returning to normalcy, and the company is at risk of not reaching the revenue guidance it had set in January. The situation has sent waves across the stock exchange market that had been clinging on the hope that the coronavirus situation will cease in the near future. The company had traded relatively close to their highs, resulting in the valuation of the company close to $1.4 trillion (Waters & McGee, 2020). The shortfall is reflective of the reduction in production activities for iPhones. For example, all its manufacturing plants in Hubei province, China have been shut due to the outbreak. Besides, other plants are ramping up at a rate that does not favor Apple’s efforts to increase production.
In addition, Apple stores in China have been closed down, and this has taken a toll on overall sales. The company reported that it would open five of its stores in Beijing, but would they would be operating for seven hours as opposed to the normal 12 hours (Waters & McGee, 2020). Currently, the company is experiencing delays due to closures in China. Notably, the disruption being experienced in China has prevented workers from going back to work. As a result, the company is experiencing staffing challenges at all levels since most workers fear to expose themselves to the coronavirus. The well-developed supply chain for iPhones has been exposed to vulnerabilities since the component suppliers can work harmoniously and seamlessly to meet the revenue objectives. The uncertainty has caused to revise its revenue guideline that expected revenue growth of 9-15% (Waters & McGee, 2020). The pandemic has challenged Apple’s resilience to economic disruption despite maintaining its profitability for so many years.
In this regard, Apple’s revenues and profit margins have dropped considerably since the start of the Covid-19 pandemic. Walls street journal reported that iPhone revenue declined by 15% for the first quarter of the financial year in 2019 (Mickle, 2019). The blip was the first significant drop in profit margins in so many years. In the face of the pandemic, the company is not only dealing with the economic factors associated with it, but also the customers’ willingness to purchase iPhones. The company is not able to meet the revenue projections it had set at the beginning of the year. The real dilemma that the company is experiencing is whether to continue producing iPhones, but it does not know if the customers will purchase them. Consumers have low purchasing powers due to the current situation since most are earning the same as before due to the shutdown of most economic activities. Most consumers will less likely spend $1000 on the new iPhone products due to the uncertainties associated with the Covid-19 situation. 
In addition, statistics from the March-quarter shows that the earnings per share were $2.45 as compared to the estimated $2.71 in February 2020. However, the fiscal year had forecasted that the earnings per share would be $12.83 at the closure of the first quarter of the 2020 financial year (Bary, 2020). In the stock movement, Apple has lost 13.4% in this financial quarter based on the data that Dow Jones Industrial Average provided. Even though the company announced plans to release second-generation iPhones, the worry is whether individuals are willing to purchase them. Besides, the production capacities of the company have been disrupted based on the various government measures to manage the spread of coronavirus that Apple operates. Also, the firm has been hit with the challenge of having to manufacture 1 million face protective gears for medical practitioners (Bary, 2020). The current market situation has come as a surprise to Apple Inc., whose management is confident that it will sustain fluidity for the entire pandemic period. The company’s short-term revenue objectives are falling apart, and there is a need for corrective measures if the company wants to sustain the sale of iPhones.

Research Method and Data
The research obtained data from various financial articles available on the internet. In this regard, Google search engine was used to for search articles that are likely to contain information on the research topic using keywords such as “Apple,” “iPhones,” “Sales,” and “Covid-19.” In this regard, the research accessed publications such as The Wall Street Journal, Financial Times, Fast Company, and Market Watch that had information on the impact of coronavirus on the sale of iPhones, especially in China. In this regard, the research determined from the Fast Company article that Apple had experienced a 61% drop in iPhone sales in February. Also, it determined that the company only sold 494,000 iPhones in China, showing a 79% drop as compared to the month of January. Also, it obtained data on 55% drop of the Chinese smartphone market in February as well as revenue forecasts of $63- $67 billion for Apple. Besides, data on 2 million device sales’ drop in January, February, and March. From the Wall Street Journal, data on the 15% drop in iPhone revenue was obtained. From the Financial Times, data on the company’s valuation at $1.4 trillion was obtained to show that how the company traded in the stock exchange at the end of January. From the Market Watch, data on the $2.45 earnings of Apple as compared to the $2.71 that had been projected was obtained. Besides, data on the $13.80 projected earnings at the end of the fiscal year was obtained. Lastly, data on 13.4% stock movement drop was obtained as well as the initiative to supply 1 million face masks to healthcare workers. 
Besides, data was obtained from the regression analysis output. In this regard, the research was able to obtain data on the R- Square showing the level of significance between the dependent and the independent variables. Besides, F- Statistics data was also obtained showing that the demand for iPhones has a positive correlation with the sales of the same in the Chinese market. Data on the approximation of the intercept outcomes, units of iPhones produced, projected revenue, sales, and stock prices to determine their relationship with the demand.
Qd= a+ Bp + Cs 
Qd - is the dependent variable and it represents the demand for iPhones
a- is consumers’ future expectations in light with the Covid-19 pandemic
b – is the units of iPhones produced 
P- is the average price of iPhones in 2020 ($480)
C- unit number of sales made in the Chinese market
s- sales volume
	2020
	Demand 
	Units Produced (Million)
	Sales
	Projected Revenue (Billion)
	Stock prices

	January
	0.98
	46
	884,260
	67 
	4.99

	February 
	0.19
	45
	494, 000
	65
	2.71

	March
	0.04
	44
	390,260
	63
	2.45



Table 1 showing data for the demand, units produced, sales, projected revenue, and stock prices for iPhones in the months of January, February, and March (2020).
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	Regression Statistics
	
	
	
	
	
	
	

	Multiple R
	1
	
	
	
	
	
	
	

	R Square
	1
	
	
	
	
	
	
	

	Adjusted R Square
	65535
	
	
	
	
	
	
	

	Standard Error
	0
	
	
	
	
	
	
	

	Observations
	3
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	ANOVA
	
	
	
	
	
	
	
	

	 
	Df
	SS
	MS
	F
	Significance F
	
	
	

	Regression
	4
	0.510067
	0.127517
	0.19407
	0.035606249
	
	
	

	Residual
	0
	0
	65535
	
	
	
	
	

	Total
	4
	0.510067
	 
	 
	 
	
	
	

	
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%

	Intercept
	1.742586
	0
	65535
	0.0337
	1.742586
	1.742586
	1.742586
	1.742586

	Units
	0
	0
	65535
	0.07448
	0
	0
	0
	0

	Sales 
	2.23E-06
	0
	65535
	0.08146
	2.23E-06
	2.23E-06
	2.23E-06
	2.23E-06

	Stock
	0
	0
	65535
	0.09063
	0
	0
	0
	0

	Revenue
	-0.04086
	0
	65535
	0.01094
	-0.04086
	-0.04086
	-0.04086
	-0.04086



Table 2 shows the regression statistics
R- Square shows how demand is driven the four other variables (sales, stock prices, units produced, and projected revenue). The data shows that it is 100% showing that the independent variables are key measures of how the demand for iPhones has changed during the Covid-19 pandemic. Therefore, this is a very strong regression. 
F-Statistic shows that the significance level is almost equal to 1; therefore, the demand variables are likely to be equal to one of the independent variables under the null hypothesis. In this regard, it can be deduced that the demand for iPhones in China depends on the sales of the same in the Chinese market. Besides, the F-test shows that the value is less than 0.05; therefore, the regression is valid.
The parameter approximations of the intercept outcomes gave a weight/ slope of 1.7742586, which is positive. In this regard, it shows a positive correlation between the dependent and the independent variables. Besides, the unit value is 0, showing that the units of iPhones produced do not have any relationship with the demand in the Chinese market. Also, the sales value is 2.23E-06, showing that there is a positive relationship between the sales and the demand for iPhones within the first three months of the first quarter. In addition, the stock value is 0. In this regard, stock prices of Apple in Wall Street do not have any relationship iPhones’ demand in China. Lastly, the revenue value is -0.04086. Therefore, the result shows that there is a negative relationship between projected revenue and demand of iPhones.
Elasticity Calculation
Elasticity = Percentage Change in Y/ Percentage Change in X = dY X/ dY Y
Or Percentage Change in the Quantity Demanded/ The Percentage in the Price
The average price of iPhones in 2019 was $399 and in 2020, it is $480.
480-399/480 *100 = 16%
Therefore, Elasticity (E) = 0.98/0.16 =6.125
The elasticity is > 1 (6.125). The value shows that the demand for iPhones is elastic; therefore, Chinese consumers are responsive to changes in prices of the smartphones.
Forecasting 
	Month
	Units
	Sales

	January
	46
	884260

	February
	45
	494000

	March
	44
	390260

	
	X:
	Y:

	
	43
	95506.67



The forecast analysis using Excel shows that the sales of iPhones will be 95506.67 if only 43 units are produced. The forecast is valid since Apple is likely to reduce the production of iPhones to counter the reduced demand in the Chinese market. Therefore, the sales of iPhones in China are expected to reduce to even lower levels in the coming months if the Covid-19 pandemic continues.
Real-World Application                                                    
The statistics obtained above shows that the Covid-19 situation is likely to affect global business, not only Apple Inc. Many multinationals are likely to experience a reduction in sales volume due to the diminishing consumer purchasing powers as uncertainties become prevalent. Most customers around the world are likely to reduce their spending on consumer goods, especially luxuries such as smartphones in anticipation of tough financial times as the pandemic continues. 
Moreover, the coronavirus pandemic has led to the limitation of inter-country travel and some have imposed lockdowns to mitigate the spread of the virus, and this has harmed the supply chain. For example, many factories in China have closed, resulting in reduced production activities. Apple Inc. was forced to cut down its sales forecast for the first quarter of 2020 alluding to reduced commercial activities in China as the major causal factor. Apple Inc. depends majorly on the Chinese labor pool and the market for its iPhones. The company has closed 42 stores in China due to reduced demand. Comparison of Apple’s situation with other multinationals; they rely significantly on China manufacture most of their commodities. Also, the Chinese market has been an avid consumer most of luxury commodities such as iPhones. In light with the pandemic, China reported that 72,000 individuals had been affected by the virus on February 17 (Wakabayashi, 2020). Countering the situation, the government had issued a lockdown for almost three-quarter of the Chinese population. As a result, there are workers to work in industries that deeply rely on Chinese labor. 
The situation has not only hit American-based multinationals; nations such as Germany and Japan are also witnessing reduced economic activities due to the situation in China. Previously, Japan had been enjoying an influx of Chinese tourists as well as exports to the large Chinese market for its products. The initial economic benefits have declined significantly, and it is even forecasted that the situation is likely to get worse if the pandemic continues. Besides, many large firms have indicated that the pandemic is likely to hurt their financial outcomes. China has a network of industries and accounts for almost a quarter of the overall manufacturing output in the world. The magnitude of the situation has led to the closure of Fiat Chrysler automobile based in Serbia due to a shortage of parts from China (Wakabayashi, 2020). General Motors, as well as Toyota, have indicated that they will start reducing their production volumes due to the disruption of their assembly line activities in China. Starbucks has also been on the limelight for closing its Chinese stores since most malls are deserted as the country strives to reduce the severity of the pandemic on its population. From an economic standpoint, the slowdown in economic activities being witnessed in China is likely to affect global economic growth. 
Conclusion 
           The research has determined that the Covid-19 pandemic has reduced the sale of iPhones in the Chines market. Also, it has taken a toll in the production volumes of iPhones due to the closure of many factories in China. The research question was whether the coronavirus pandemic would have a negative impact on the sale of iPhones in China. The research has determined that the Chinese labor pool has been cut down as most people are in lockdown. Also, the purchasing power of Chinese consumers has diminished, based on the anticipation of negative financial outcomes in the future. The case of Apple Inc. and China compares with that of Toyota, General Motors, Starbucks, etc. that have been forced to close or reduce production to counter the financial effects of the pandemic. In the face of the pandemic, it is expected that the sales of most companies will reduce in the coming months and even a decline in global economic growth. 
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