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Marks and Spencer Group plc - SWOT Analysis 
Marks and Spencer Group plc (M&S or 'the company') is one of the leading retailers of general merchandise and food in the UK. Diversified portfolio of services and store network are its key strengths; even as financial performance remains a cause for concern. Growing retail market in the UK, online retail in the UK and partnership with Deliveroo and BP could provide ample growth opportunities for the company. However, rate of change in fashion trends, risks associated with the suppliers and increasing manpower costs could affect its future growth operations.
Marks and Spencer Group plc- Strengths

Strengths - Store network
The company has strong store network. It merchandises apparels, home products and food items through the company-owned and franchised stores. As of FY2020, the company operated 1,519 stores in 62 countries across the world with 1,038 stores in the UK and 481 stores outside the UK. M&S serves approximately 31 million customers across the world every year. The company also sells its products through online platforms. It had over 44 e-commerce sites operating worldwide. The company has a selling space of over 16.8 million sq ft in the UK and 5 million sq ft internationally. such diversified store network enhances customer reach and market presence.

Strengths - Diversified portfolio of services
M&S's diversified service offerings enables it to serve various new and potential customers residing across various markets. It allows its customers to track various orders through its portal and also delivers various products to its users through standard deliveries, nominated-day deliveries and time slot deliveries approaches at various competitive prices for its users based on their preferences. M&S also allows various users to place their orders online and collect them at their respective stores and pickup collection points residing across various strategic locations in the region and also offers free-return policy for its users with in 14 days of order placement. The company conducts eye tests through its M&S Opticians, and offers various financial services through its M&S Bank. It also provides corporate gifts, e-gift cards for its end users. Such activities increase the frequency of visits to its portals and also increases its store footfall compared to other key players in the market.

Strengths - High Liquidity Position provides stability
Higher liquidity places M&S at an advantage, enabling it to capture potential opportunities arising in the market. The company reported an increase in current ratio in FY2020, which could provide it financial stability and enhance its ability to meet short-term obligations. At the end of FY2020, the current ratio of the company was 0.66 as compared to 0.62 in FY2019. This current ratio indicates that the company is better placed to payout its obligations.

Marks and Spencer Group plc - Weaknesses

Weaknesses  - Financial performance
The financial performance of the company declined in FY2020, which enables it to provide lower returns to its shareholders, and attract further investments. In FY2020, the company reported revenue of GBP10,181.9 million as compared to GBP10,377.3 million in FY2018, which indicates annual decline of 1.9%. The decrease in revenue was due to lower sales from UK Clothing and Home segment. In FY2020, the company’s operating margin was 2.5%, compared to an operating margin of 2.9% in FY2019. Weak operational performance indicates lack of focus by the company on cost management. In FY2020, the company recorded a net margin of 0.2%, compared to a net margin of 0.4% in FY2019.

Marks and Spencer Group plc- Opportunities 

Opportunities - Partnership with Deliveroo and BP
M&S focuses on strengthening its business through various strategic partnerships. In March 2020, the company entered into partnership with Deliveroo and BP to deliver basic essentials for households in self-isolation due to the Corona pandemic. Under this partnership, M&S enables customers to order selected range of 60 M&S products through Deliveroo app.

Opportunities - Expanding retail market in the UK
The company stands to benefit from growing retail market in the UK. According to in-house research, retail market in the UK is expected to reach EUR52,669 million by 2022. The company prioritized development in both the existing and new markets. The Health and Beauty market is expected to lead the share of 27.3% towards the retail sales followed by clothing & footwear with 24.8%, food & grocery (20.2%), home wares (11.3%), DIY & gardening (7.8%), furniture & floor coverings (3.8%), electrical (2%) and other (7.3%). The company being a retailer of apparel, home and food products in the UK stands to benefit from the expanding retail market in the UK.

Opportunities - Positive outlook for online retail market in the UK
M&S stands to benefit from the growing online retail market in the UK, which provides consumers the convenience of shopping from home. With increase in interactive methods and limitless content, retail e-commerce is growing at a faster rate. According to in-house research, the online retail sector in the UK is forecast to reach a value of US$60.6 billion by 2022. The UK accounts for 23.9% of the European online retail sector value. Apparel retail is the largest segment of the market, accounting for 25.8% of the total value, followed by food and grocery retail (25.7%), electrical and electronics retail (23%), home and garden products (6.2%), furniture and floor coverings (4.5%), and footwear (4.1%). Other category accounted for 10.8%. Multi-Channel Retail was the leading mode of sales in the UK online retail sector, followed by online pureplay.

Marks and Spencer Group plc - Threats

Threats - Labor costs in the UK
Increasing manpower costs could have a negative effect on the company. In FY2019, the company employed 75,505 people. Further rise in the rising wages could increase the operating costs of the company. The tight labor markets, government mandated increases in minimum wages and a higher proportion of full-time employees are resulting in an increase in labor costs. According to the government of UK, the minimum wage rates increased to GBP8.2 in April 2019 for workers aged 25 and above from GBP7.8 in April 2018. During the same period, the hourly wage rates for workers in the age group of 18 to 20 increased from GBP6.1 to GBP5.9. The hourly wage rates for the group of workers aged less than 18 grew from GBP4.2 in April 2018 to GBP4.3 in April 2019 and for workers in 21 to 24 years age group, wages increased to GBP7.7 from April 2019 from GBP7.4 in April 2018.

Threats - Changes in fashion trends
M&S’s performance could be impacted by the frequent evolution in the fashion trends. The rate of change in fashion trends has been increasing over the years, thereby forcing companies such as M&S to constantly update its product offerings with the latest market trends. To adopt the latest fashion trends, customers often shift their loyalties to those brands that offer these trendy merchandises. Inability of the company to change or update its collection, according to the fashion trends and varying customer preferences could negatively affect its customer base.

Threats - Extensive competitive environment
M&S operates in a highly competitive retail market. The factors that determine the level of competition within the industry include price, breadth of offerings, quality, store location, service and marketing and promotional activities. Its major competitors include Asda Stores Ltd, French Connection Group Plc, Debenhams plc, H & M Hennes & Mauritz AB, J Sainsbury plc, Selfridges Retail Ltd, Inditex SA and Tesco PLC. Some of these competitors have higher operating histories, technical, marketing, distribution and support resources; greater brand recognition and higher financial capability than the company, could restrict the creation of innovative products and business expansion.
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