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Situational analysis is an essential marketing process that enables organisations to evaluate their internal strengths and weaknesses alongside external opportunities and threats before making strategic decisions (Kotler and Keller, 2022). It provides managers with valuable information about the business environment and supports the development of effective marketing strategies.
Chanel is one of the world’s most prestigious luxury fashion brands. Founded in 1910 by Gabrielle “Coco” Chanel, the company has built a global reputation for producing premium handbags, ready-to-wear fashion, jewellery, watches and fragrances. Chanel handbags, including the Classic Flap Bag and the Boy Bag, are recognised as symbols of luxury, craftsmanship and timeless style. The company differentiates itself through high-quality materials, exclusive distribution and premium pricing, creating a strong luxury brand image (Kapferer, 2015). 
This report applies the SWOT analysis framework to evaluate Chanel’s handbag business. The report examines the company’s strengths, weaknesses, opportunities and threats before critically evaluating how these factors influence Chanel’s marketing strategy and long-term competitiveness. 
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Strengths One of Chanel’s greatest strengths is its internationally recognised luxury brand. More than a century of history has enabled Chanel to establish exceptional brand equity and customer loyalty. According to Aaker (1996), strong brand equity increases customer trust and allows companies to charge premium prices. Chanel’s iconic handbags remain highly desirable because they represent status, exclusivity and timeless fashion. 
Another important strength is Chanel’s commitment to exceptional craftsmanship and product quality. Each handbag is carefully manufactured using premium materials and skilled artisans, ensuring durability and maintaining the brand’s reputation for excellence. Chanel also protects its luxury image by limiting product availability and selling primarily through its own boutiques, providing customers with a personalised shopping experience. 
Furthermore, Chanel has strengthened its corporate reputation through sustainability initiatives. The company has committed to reducing greenhouse gas emissions, investing in sustainable materials and improving biodiversity, helping to meet increasing consumer expectations regarding environmental responsibility (Chanel, 2024). 
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Despite its success, Chanel faces several internal weaknesses. The company’s premium pricing strategy limits its products to affluent consumers, reducing accessibility for many potential customers. Frequent price increases may also encourage consumers to purchase second-hand luxury products instead of new handbags. 
Chanel also has a relatively limited e-commerce strategy compared with some competitors. Although the company prioritises in-store luxury experiences, modern consumers increasingly expect convenient online purchasing and personalised digital services. This may reduce Chanel’s competitiveness among younger digital consumers. 
Additionally, Chanel relies heavily on handbags to maintain its luxury image and profitability. Changes in fashion trends or consumer preferences towards alternative materials may affect future demand (Zhang, 2024). 
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The luxury fashion industry continues to grow, particularly within emerging markets such as Asia, India and the Middle East. Rising disposable incomes provide Chanel with opportunities to expand its customer base while maintaining its premium positioning (Deloitte, 2024). 
Digital innovation also presents significant opportunities. Chanel can improve customer experiences by introducing virtual consultations, artificial intelligence (AI), personalised online services and exclusive digital marketing campaigns while maintaining the exclusivity of the brand. 
Growing consumer awareness of sustainability creates another opportunity. Younger consumers increasingly prefer brands that demonstrate environmental responsibility and ethical sourcing. Chanel’s sustainability strategy can strengthen customer loyalty and attract environmentally conscious luxury consumers (Chanel, 2024). 
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The luxury handbag market is highly competitive. Major competitors such as Louis Vuitton, Hermès, Gucci and Dior continually introduce innovative products and marketing campaigns to strengthen their market positions (Kapferer, 2015). 
Counterfeit products remain another significant threat because fake Chanel handbags reduce exclusivity and damage the company’s reputation. Advances in manufacturing technology have made counterfeit products increasingly difficult to distinguish from authentic items. 
Economic uncertainty also presents risks. Inflation and slower economic growth may reduce consumer spending on luxury products. Furthermore, increasing government regulations relating to sustainability and ethical sourcing require Chanel to continuously improve transparency throughout its supply chain. 
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The SWOT analysis demonstrates that Chanel possesses significant competitive advantages within the luxury fashion industry. According to Barney’s (1991) Resource-Based View (RBV), sustainable competitive advantage is achieved through valuable, rare and difficult-to-imitate resources. Chanel’s heritage, craftsmanship and global brand reputation satisfy these characteristics, making them valuable strategic assets that competitors cannot easily replicate. 
Similarly, Aaker’s (1996) Brand Equity Theory explains that strong brands benefit from greater customer loyalty, higher perceived quality and reduced-price sensitivity. Chanel’s ability to increase handbag prices while maintaining demand illustrates the strength of its brand equity and customer loyalty. 
However, the analysis also highlights important strategic challenges. Consumer behaviour is changing as younger luxury customers increasingly value digital convenience, sustainability and personalised experiences (Solomon, 2022). Chanel’s traditional emphasis on exclusive in-store shopping strengthens its luxury positioning but may reduce accessibility for digitally engaged consumers. 
Sustainability has also become an important competitive factor. Consumers increasingly expect luxury brands to demonstrate ethical sourcing and environmental responsibility. Chanel has made considerable progress through investments in climate action and sustainable materials, but continued transparency will be essential to maintain stakeholder confidence (Chanel, 2024). 
Overall, the SWOT analysis suggests that Chanel should continue preserving its heritage and exclusivity while embracing carefully managed digital innovation and sustainability. Balancing tradition with innovation will allow the company to maintain long-term competitive advantage within the evolving luxury fashion industry. 





[bookmark: _Toc234102997]4. Conclusion and Recommendations 

The SWOT analysis demonstrates that Chanel remains one of the world’s strongest luxury handbag brands. Its competitive advantage is built upon exceptional brand equity, outstanding craftsmanship, premium quality and exclusive customer experiences. These strengths enable Chanel to maintain premium pricing and strong customer loyalty despite increasing competition. 
However, the company also faces challenges including limited digital accessibility, premium pricing, counterfeit products and changing consumer expectations regarding sustainability. At the same time, opportunities exist through international expansion, technological innovation and sustainable luxury practices. 
To strengthen its market position, Chanel should continue investing in personalised digital experiences, expand sustainability initiatives, improve anti-counterfeit technologies and increase its presence in high-growth luxury markets. These strategies will enable Chanel to maintain its prestigious brand image while adapting successfully to changing consumer behaviour and future market conditions.
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