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H&M Company

H&M is a business concept and has a design and buying department which creates its collections, making it possible to offer the latest fashions. H&M can ensure the best price by having few middlemen, buying large volumes, having depth and breadth of knowledge within every aspect of textile production buying the right goods from the right market. Some measures have been introduced to secure and raise the quality of the goods by tightening the quality products and also succeeded in developing and improving their suppliers. H&M the clothing brand has markets in Asia, Middle East, Europe and North America which there are 2.600 stores. They work with five “individuals”[footnoteRef:1] brands like COS, Monki, Weekday and Cheap Monkey. This “[footnoteRef:2]insures” that stores will have a variety of styles for all age groups. H&M targets infants, young adults and also working and retired individuals. This brand is known for its low cost items much cheaper than their competitors. [1:  https://www.slideshare.net/jazminn25/hm-project?qid=6be155c5-bb69-413c-9e60-6306b9239825&v=&b=&from_search=2]  [2:  https://www.slideshare.net/jazminn25/hm-project?qid=6be155c5-bb69-413c-9e60-6306b9239825&v=&b=&from_search=2] 









H&M Five Forces Analysis 

Generally bargaining power of suppliers is weak, as many suppliers are available to supply in different countries and registered with them.
Bargaining power of buyers is more, there are many [footnoteRef:3]competitors and they can switch to other brands easily. [3:  https://www.slideshare.net/Waseem00791/h-amp-m-case-study] 

Threat of substitutes is also very high.
Industry rivalry is some sort of high, as industry growth is slowing down and the new entrant might disturbs it.
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H&M Strengths
Global Presence: H&M offers its products in more than 5,000 across all 6 continents.
Competitive Pricing: H&M company wants to become the most sustainable fashion retail by exploiting flexibility and cost effectiveness to offer high quality products at a cheap price.
Effective Strategy: The company uses the fast fashion model that supplies designer tables with latest fashion trends. This strategy allows for the fast delivery of their products from designer table to showroom floor.
Strong Online Advertisement: H&M has a strong online presence with a large audience across numerous platforms which is driving to many sales via eCommerce.
Efficient Supply Chain: Global companies require an efficient supply chain to connect with suppliers and consumers more effectively. H&M NextGen supply chain is highly efficient.

H&M Weaknesses
Controversial Products: Customers from across the world said that the H&M products is promoting racism. In 2018 the company used a black child model for its hoodie featuring the phrase “Coolest Monkey in the Jungle”.
Uninspired Fashion: The problem with H&M fast fashion model is the reliance on fashion trends. This is a major weakness since other fashion brands companies are making new and radical changes on their products.

H&M Opportunities
Diversify Products: Retailers offering a wide variety of products are stable and earn more.
Exploit eCommerce: Compared to other fashion retailers H&M is far behind in terms of the exploitation of eCommerce channels and revenue from online sales.
Expand through Acquisition and mergers: To circumvent barriers of entry into some markets, companies exploit the benefits of mergers and acquisitions. H&M can expand into related markets like second hand clothes through acquisition.
Expansion plans: H&M has recently opened a lot of new stores, expanding its store base this way can be really beneficial for the revenues of the brand since it will increase sales.
More Demand: Standards of living and purchasing power of people are both increasing across the globe. This increases the demand that people have for branded products as they become brand conscious. 
H&M Threats
Impending Recession: Even though clothing is a necessity, trendy designer clothes, footwear and others are luxuries. As Europe and other countries slide into recession, fashion retailers like H&M will experience a sharp decline in sales and profits.
Intense Competition: H&M is facing a lot of competition from new and old brands. Competitors are all seeking to increase market share and reduce demand for H&M products.
Rising Operation Costs: Globally, profits for retails are decreasing gradually with an increase in the cost of labour and raw materials. Increasing costs of operation and production threaten H&M profitability.
Trade Tariffs: H&M outsources a large portion of its production from Asia, which makes a perfect target for tariffs. H&M can be targeted by the UK in the aftermath of Brexit.
Global Pandemic: The success of global companies like H&M depends on the uninterrupted flow of raw materials and finished products. Lockdowns and quarantine in the event of another global pandemic in the future can interrupt the flow and reduce H&M’s sales and profits. It is challenging to deal with these problems as well since they are long-term, and there is a lot of uncertainty as to when things will actually be better.

Political Factors 
As a global brand operating a number of [footnoteRef:4]stores across the globe, the monitoring of political risk is increasingly important for H&M. The organisation has franchised outlets in a lot of markets and countries that are increasingly politically unstable, including Turkey, Egypt and Lebanon, and state that they monitor any changes closely and have contingency plans in place to deal with any political instability as advantageously as feasible for both the stakeholders of the company and the company itself. [4:  https://www.ukessays.com/guides/pestel-examples/hm-pestel-2021.php] 

Economic Factors
This is seen as a good sign to the business since such a big political turn around it didn’t impact its profit-making rate. In various countries labour laws vary significantly. Developing countries have considerably low labour rate and thus setting up manufacturing units in those countries is profitable. With improving economy around the world, the disposable income of people is increasing. They have more to spend on luxurious items including premium clothing. The tax norms change with time and that impacts the economic stability of the firm. 


Social Factors
Clothing is a field where people are directly influenced by social media and celebrities. Thus, promoting the products through social media and creating the buzz around the channels is important. The attitude of buyers is changing. They prefer designer clothes these days and thus the demand for the same is rising more than ever before. 

Technological Factors 
People are no more interested in going to the store and buying the clothes merchandise when they can do the same via mobile application. The technology gives the customer the ease of ordering from their workplace/home/anywhere. The firms including H&M needs to keep up with technological advancements and related changing behaviour. Reward points either directly in the application which is used to order or in the form of discounts are a nice strategy mixed with technology to increase the customer base. 
Environmental Factors
Textile industry is the second most polluting industry after oil and petroleum industry. The high amount of water waste which is generated pollutes the water bodies. The population living nearby to those water bodies suffers from various deadly diseases.
Air gets polluted which manufacturing the clothes merchandise. There are government norms for regulating these emissions into the air but still the damage can never be controlled cent percent. H&M has a goal which is to be use completely recycled clothes material for its production.

Legal Factors 
With changing geo-political scenario in terms of immigration and emigration H&M needs to pay attention to the underlying dynamics. Also is has to check the favourable markets to sustain its business and profits. The company needs to take care about the change in various laws that happen across the countries with geography. They should also maintain an ethical and healthy workplace environment and abide by international laws and guidelines that are to be followed by all companies.





H&M suffers steep loss as pandemic hits sales

H&M suffered a large loss in the second quarter due to Covid-19 closing most of its stores but the world’s second-largest fashion retailer said sales had recovered faster than expected in June.
The Swedish group said that revenues from June 1 to 24 were down 25% compared with a year earlier, following a decline of 50% in the second quarter.
Net earnings in the second quarter, which runs until the end of May plummeted to a 5bn loss compared with 4.6bn profit a year earlier. 
At the peak of the Covid-19 pandemic in its main markets of Europe and the US, 4-5 H&M stores were closed in its weekly sales dropped 70%. But since the middle of April sales have gradually recovered as stores have reopened, while H&M online business had a considerable boost with a 36% in the second quarter. 
Ms Helmersson who is the new chief executive of H&M said that is hoping that H&M will come out of the Covid-19 crisis “stronger” than before and stressed how it decision making had become quick and decisive while had accelerated its push into digital selling and increased flexibility u buts supply chain.

H&M is closing more stores than expected about 170 and opening fewer than forecast, resulting in an estimated net decline of 40 this year after decades of rapid expansion globally.
It halted its dividend and slashed in half its planned investment for this year while senior managers took a 20% pay cut for three months. 
H&M has signed two recent credit facilities and they hope to sign two more to keep the company running. 
The retailer has also committed to finding ways to prevent microfibre shedding in future continuing to strengthen its research on microfibre-free alternatives to current synthetic fibres and production techniques and start developing a group wide Microfibres Roadmap. 
The company will also push through with its plans to launch an e-commerce site for its H&M brand in Australia later this year and open a digital flagship store of its lifestyle brand Arket on Alibaba’s e-commerce platform Tmall in August.
With the release last week of the 2019 Material Change Insights Report compiled by the global non-profit Textile Exchange, H&M said it seems their efforts on sustainability are showing progress. 
The report showed the H&M Group leads the ranking in the use of organic cotton and down certified by the Responsible Down Standard. This means the company is recognised as the number one company sourcing preferred cotton. This includes organic cotton, recycled cotton and cotton sourced through the Better Cotton Initiative, among others.

The pandemic is likely to push H&M into a financial slump until 2022. Analyst consensus is pointing at revenue and EBIT level lower than last year for the next two years. Drops in sales, extra costs for store reopening, and discount due to oversupply will continue to put downward pressure on profit. Store expansion, H&M past strategy for growth, cannot be used as immediate strategy since the company is closing physical stores and move its retail business toward online platforms.
However, with many stores closed for at least a few weeks, the inventory is not selling at the same pace and it is unlikely that e-commerce sales can make up the loss in revenue. Once the inventory has passed the prime time to sell, the goods are typically marked down. Two of the largest retailers in fast fashion, H&M and Inditex (Zara parent company), both have a most of their stores closed due to the coronavirus pandemic. H&M, serving 74 global markets, has closed 3,441 stores out of 5,062 while keeping about 50 online digital markets open.
Below is a H&M Sales Report
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Sales

The H&M group's year-on-year sales development i loca currencies during the panderic

‘The H&M group's net sales decreased by 21 percent n local currencies in the first quarter 2021,
ie.in the period 1 Dacember 2020 to 28 February 2021, compared with 1 December 2019 t0 29
February 2020. Converted to SEK the groups nat sales amounted to SEK 40,060 m (54,948).

‘The H&M group's online sales continued to develop strongly whie sales in store decreased
substantilly a5 a result o the Covid restrictions. Online sales increased by 57 percent in local
currencies in the first quarter. Converted into SEK the increase was 48 percent.

‘Sales for Portfolio Brands decreased in the first quarter by 18 percent in local currencies and
by 22 percent in SEK.

Sales in top ten markets, first quarter
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