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(i) Executive Summary 
This report looks into Casablanca attributed investment in Greater China Region (Hong Kong, Macau and Mainland China), selection of market, entry strategies and adaptation of its marketing mix to macro environment and its internal and external aspects. Macro environmental scanning like political, economic, social and technological factors were prepared. Analysis of Casablanca selected market strategies and justification of the modified marketing mix as to fit in the Mainland China were included.
Casablanca makes the right decision no matter selecting markets, the entry strategies and the modified marketing mix that enable Casablanca becomes successful in global market stage progressively.   
A final conclusion was made to wrap up the viewpoints in this report.     
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1. Introduction

Hong Kong's textiles industry containing spinning, weaving knitting and finishing of fabrics which is established  416 manufacture and employed 2,322 workers (2.6% of the local manufacturing workforce) as of the first quarter 2018. Mainly supplies well-reputed fabrics to local apparel manufacturers as well as to Mainland and other offshore production sites. Numerous of experience Hong Kong companies expanded their textiles trading business. In the first half 2018, Hong Kong's textiles exports has slightly growth was less than 1% after 3% fallen in 2017 with a high proportion of re-exports was nearly 99%. Asia was the leading market for textiles exported from Hong Kong with 92%, 9 of the top 10 destination were in Asia with the prime export market of Mainland China. (HKTDC, 2018)

Casablanca Group Limited (known as "Casablanca") was established in 1993 and headquartered in Hong Kong under Hong Kong's textile and apparels listed companies since 2012 with stock code: 02223. The Group has also established “Healthy Lifestyle Stores” in Mainland China. Casablanca primarily designs, manufactures and sells bedding products with a focus on the high-end and premium markets under its proprietary Casablanca, Casa Calvin and Casa-V brands, respectively with the concept of " Love Life · Love Future". (Casablanca, 2018)

[bookmark: _Hlk11951895]As at 31 December 2018, the Group had a total of 224 offline points-of-sales ("POS") compared in 2017: 232, among which 120 were self-operated POS and 104 were distributor-operated POS, covering a total of 64 cities in the Greater China Region. However, the Group's profit attributable to shareholders for the year ended of 2018 amounted to HKD7.84million with a significant decrease of 71% compared with the period of 2017. Basic earnings per share was HKD0.0303. The turnover amounted to HKD 337.6 million with a decrease of 2.8% over the period of 2017, gross profit margin down 1.4% to 63.2% which was mainly attributable to: (1) the decrease in sales to wholesale customers; (2) the increase in sales-related expenses for self-operated retail sales and sales to distributors; (3) the net exchange losses arising from the sharp depreciation of the Renminbi against the Hong Kong Dollar in mid-2018; and (4) the share-based payments. (Casablanca, 2018)

In view of the Hong Kong's textile industry recorded a slightly growth but Casablanca was facing a challenge year for retailers of 2018. The overall decrease in revenue was primarly attributable to decline in wholesales despite the increases in retail sales and sales to distributors during the year. In this report to analyse the Group formulates and implements the marketing strategy based on corporate image and strength brand leadership, differentiation and segmentation of product and customer. 









Chapter 2: Situation Analysis 
Casablanca is one of the Hong Kong retailers in Textile and Apparel Industry. To respond effectively to the local business environment is given more autonomy; Casablanca has adopted a more balanced strategic focus and put greater prominence on Mainland China market synchronisation to edge duplication of activities and capture collaborations or economies of scale and opportunity. To conduct a situation analysis of Casablanca involves examining the existing environment and predicting the effect/impact for next 3 years.

2.1 Macro Environmental Analysis
2.1.1 Political Factors
Casablanca is facing the challenge of the outburst of Sino-US Trade War in the second quarter of 2018, the US government has announced the imposition of substantial tariffs on many categories of goods imported from the Mainland China which is impact on enterprises export business and lower consumer confidence in the retail markets of Mainland China and Hong Kong even though the Sino-US trade dispute has been suspended at the beginning of 2019. 

Enlightened Casablanca encourages its managers to look beyond political environment in coming 3 years. Casablanca is prudently optimistic about the development of the Mainland China in the future and anticipates that there will still be enormous consumer demand for trendy and superiority bedding products. Thus, the Group has been established an expert team to engage principally in export business starting 2019.


2.1.2 Economic Factors
GDP grew by 3% in 2018 compared to 3.3% in 2017 of Hong Kong (ranked 18th out of 196 countries GPD). Wages level increased from HKD16,786 to HKD16,791 per month compared with the third quarter and fourth quarter of 2018. From 1999 until 2018, the average wages HKD12,477.39 per month in Hong Kong. Inflation rate (CPI) of Hong Kong was 2.40% in 2018 compared with 1.481% in 2017. (IMF, 2019) 

In the mid-2018, the net exchange losses arising from the sharp depreciation of the Renminbi against the Hong Kong Dollar. (Casablanca, 2018)

It apparently the Hong Kong population is in well-position for the standard of living to strengthen their purchasing power according to GPD and wages level is higher than last year but the moderate level of inflation rate and fluctuated dollar exchange, the consumer may consider their purchasing desires before spending. However, an aging population has wide-ranging implications for textile industry. The working age population has peaked in both absolute terns and as a proportion of total population even though the latter is still growing. If current macroeconomic policy trends persist in the longer run, their interaction with demographic changes could potentially lead to a less disinflationary one in China.
In addition, Casablanca also copes with increasing operation costs of offline sales channels (cumulative rental and salary payment) and raw material prices on the bedding product industry in Mainland China. 

2.1.3 Socio-Cultural Factors
The orientation influences consumption patterns as a growing trend toward buy the bedding through the online sales channels rather than retail sales channels. Consumers are moving positive attitude towards environmental-friendly bedding and household products. Consumers change their buying habits and now tend to buy well-quality bedding products with health function.
Casablanca continued to implement measures including exclusive online discounts and online pre-sales activities to promote their products and to enhance the view counts of its self-operated official e-shop in Hong Kong effectively. In the fourth quarter of 2018, the Group relocated its e-commerce team in Mainland China to the Mainland China plant, which has enhanced the delivery efficiency and ensured that product planning would swiftly respond to market demand. Casablanca is committed to the provision of quality products and attentive services and strives to become the “Healthy Sleeping Expert” among consumers. (Casablanca, 2018)

2.1.4 Technological Factors
Casablanca implemented Greenhouse Gases Emission to develop a low-carbon production environment which is result of the approximately 1,096.90 tonnes of carbon dioxide (“CO2”) emission in 2017 (decreased 5.33% of Carbon emissions compared to 2016)
In the future, Casablanca intends to further improvement on reducing carbon emissions and energy saving for production. (Casablanca, 2018)
On the other hand, Casablanca adhered to the core principle of “Contemporary, Innovative and Functional” for its product design with a view to providing the market with well-designed quality bedding products with health functions and further strengthening its image as a “Healthy Sleeping Expert”. The Group launched mosquito repellent products for adults in the Hong Kong market in 2018. These products were especially suitable for the warm and humid climate in Southern China such that they were highly popular in the market. Furthermore, it has also launched the “Magnetic Stress-Relief Pillow" in a move to tap the high-tech pillow market. The product has adopted magnetic healthcare material extracted from minerals under Comfytex, a Turkish brand. It can facilitate the blood circulation by means of the ferrous compound materials extracted from minerals and allow users to attain muscle relaxation for better quality sleep. In respect of the products under licensed and authorised brands, the Group has always been supportive to the design of cartoon characters originated in Hong Kong. (Casablanca, 2018)

2.2 Micro Environmental Analysis
The Porter's Five Forces model was created by M. Porter in 1979 to understand how five key competitive forces are affecting Casablanca. 
2.2.1 Competitive rivalry
Casablanca faces penetrating competition from A-Fontane and Sinomax. A-Fontane and Sinomax which also have unique resources are manufacturing bedding products with the performance apparel market to gain market share in the newly launched products. Due to Casablanca does not embrace different technological fabric or progression of patents; therefore its product could be imitative forthcoming.
2.2.2 Bargaining power of suppliers
Suppliers do not have substantial bargaining power as Casablanca's products are manufacturing from numerous factories with requisite expertise in Greater China Region. 
 2.2.3 Bargaining power of customers
Casablanca's customers include both of wholesale customers and retail customers. For wholesale customer, such as Aeon and Wing On grasp a certain degree of bargaining influence as they could seek for achievement of extra returns then finding substitute brands' products. However, the factor of brand loyalty of retail customer may result lower bargaining power.
2.2.4 Threat of new entrants 
The constraints of new entrants are higher financial investment and technology in the textile and apparel market. In the future, the current competitors such as A-Fonte and Sinomax in the textile and apparel industry could move in the high-end textile and apparel market. 
2.2.5 Threat of substitute products
In the future this force does not threaten Casablanca as the demand for high-end bedding products is continuously predictable. 


Chapter 3: Market Strategy
Casablanca divided the current market on the basis of demographic variables of age group and targeting: over 35 years old people who desires to have a high-end bedding products. The positioning related to Quality and Function. 

The Group adhered to the core principle of “Contemporary, Innovative and Functional” for its product design with a view to providing the market with well-designed quality bedding products with health functions and further strengthening its image as a “Healthy Sleeping Expert” from individual branding to Cobranding. The Group launched mosquito repellent products for adults in the Hong Kong market in 2018. These products were especially suitable for the warm and humid climate in Southern China such that they were highly popular in the market. Furthermore, it has also launched the “Magnetic Stress-Relief Pillow” in a move to tap the high-tech pillow market. The product has adopted magnetic healthcare material extracted from minerals under Comfytex, a Turkish brand. It can facilitate the blood circulation by means of the ferrous compound materials extracted from minerals and allow users to attain muscle relaxation for better quality sleep. In respect of the products under licensed and authorised brands, the Group has always been supportive to the design of cartoon characters originated in Hong Kong. During the Year, it has added original local cartoon characters such as “SHIBAinc” and “Squly & Friends” to authorised cartoon character portfolio. In addition, the Group has also targeted young customers and explored the business of “Fast Fashion” bedding products and home accessories to enhance the shopping experience of consumers and increase the revenue from retail sales. 

The revenue from self-operated retail sales was still the Group’s main source of revenue. The ongoing restructuring of the development of the Group’s offline points-of-sales (“POS”) network in recent years was almost completed. The number of POS in Hong Kong, Macau and Mainland China remained substantially stable. As at 31 December 2018, the Group had a total of 224 POS (31 December 2017: 232), among which 120 were self-operated POS and 104 were distributor-operated POS, covering a total of 64 cities in the Greater China Region. In 2018, the Group put more efforts in increasing the number of distributors in Mainland China with a view to enhancing the penetration of its brand in second- and third-tier cities. During the Review Period, the Group entered into cooperation agreements with several distributors who have extensive experience in retail management, further expanding its network in Mainland China market. 

Moreover, the Group continued to implement measures such as exclusive online discounts and online pre-sales activities to promote and thus effectively enhance the view counts of its self-operated official e-shop in Hong Kong. According to Facebook and Instagram’s Hong Kong users in April 2019 by napolencat (2019): 
· 4,595,000 Facebook users who are about 61.2% of HK population. Age range: 35-44 is 25% but age range: 25-34 is 31.8%  which is (Napoleoncat, 2019a) 
· 2 189 000 Instagram users who are about 29.2% of HK population. Age range: 35-44 is 19.6% but age range: 25-34 is 39.7%  which is (Napoleoncat, 2019a) 
 In the fourth quarter of 2018, the Group relocated its e-commerce team in Mainland China to the Huizhou plant, which has enhanced the delivery efficiency and ensured that product planning would swiftly respond to market demand. 

To reduce the reliance on retail income, the Group has continuously been allocating resources to the development of the commercial-customer market and hence bolstered its position in this sector. During the Review Period, apart from receiving purchase orders from Hong Kong government departments, the Group offered items to various commercial customers for their point redemption loyalty schemes, including renowned food and beverage enterprises, infant and healthy food brands, motor vehicle and consumer goods distribution enterprises and electric appliances brands. In 2018, the Group offered two staff shopping activities to business partner organisations and the sales results were better than expected. In addition to expanding the retail customer base of its brands, the staff shopping activities also effectively strengthened the relationship between the Group and its business partners. 

[bookmark: _Hlk11950413]In 2019, the Sino-US trade dispute will be expected to continue. While the Group has not exported any of its goods to the US and the imposition of tariffs by the US on goods imported from the PRC would have no direct impact on it, the consumer confidence in the Greater China Region will nonetheless be affected to a certain extent. However, the Chinese government continues to implement measures to expand domestic demand, increase money supply and stabilise economic growth, including stimulation of household consumption and support for the development of the high-tech manufacturing industries to minimise the impact on the market. The Group anticipates that there will still be huge consumer demand for fashionable and quality bedding products, as well as quality furniture and elegant home accessories in Mainland China. Thus, the Group is prudently optimistic about its development in the future. It will continue to work on enhancing the market differentiation of its proprietary brands through introducing innovative products and strive to develop various sales channels as it expands the scope of its business, and at the same time promotes its brand value through different marketing activities. 

At the beginning of 2019, the Group established a separate team to engage principally in export business. By participating in industry exhibitions, the new team will strive to enhance the brand recognition of the Group and expand its customer base in the international market. The Group will also actively seek opportunities for cooperation of online and offline business with its overseas strategic partner enterprises. At the outset, the Group plans to focus on seeking original equipment manufacturing (OEM) orders or wholesale business of finished products. First targeting Asian countries such as Thailand, Vietnam, Cambodia and Korea, regional distributors will be appointed to manage orders. At the same time, the Group will sell its products to different regions of the world through internationally-renowned online shopping platforms. 

. 
In addition, the Group will pursue opportunities to sell products to commercial customers in Hong Kong and Mainland China. For instance, it will provide exclusive products to banks as their point redemption gifts. Meanwhile, it will actively expand sales channels of corporate gifts and adopt the strategy of “cross-sector alliance” to share cross-sector membership resources with enterprises from industries such as the wedding dress, beauty, fitness centres and interior design. 

In respect of the retail business, the Group will adhere to the complementary strategy for its online and offline sales channels. Leveraging its advantages in the development of the Greater Bay Area, the Group will focus on developing self-operated POS in cities in Guangdong Province, such as Shenzhen and Guangzhou. In 2019, the Group will continue to charge the same price for the same style for online and offline retail sales channels in Mainland China. More online exclusive products will be launched to boost the traffic of online sales platforms. The Group is developing its mobile sales platform which will facilitate “micro operations” business model in Mainland China. This will allow distributors to place orders on mobile application so that the Group can respond to market demand quickly. At the same time, the Group will from time to time launch hero products which are exclusive for the new sales channel to promote sales of its “Fast Fashion” products. Moreover, it will offer pre-sale for specific products, monthly themed promotion discount and bundled sales discounts on its official e-shop in Hong Kong, thereby raising purchase attention and differential pricing from consumers on the Group’s official e-shop in Hong Kong.  
















Chapter 4: Recommendation and Conclusion 
The Group devoted considerable efforts to develop product markets that can create synergy with its bedding products business, including home accessories and furniture. Catering for the demand of young families with high purchasing power in Mainland China for products with a foreign touch, the Group has launched its first “Healthy Lifestyle Store” in a new large-scale residential project in Huizhou in the first quarter of 2018. Apart from ancillary products such as bedding products, mattresses, towelling products, beds, sofas, cabinets, dining tables, etc., the store also offered integrated customised furniture services, providing one-stop shopping experience to urban customers who are in pursuit of a quality lifestyle in Mainland China. As at 31 December 2018, the Group has established a total of four “Healthy Lifestyle Stores” in Mainland China, which are in Huizhou, Shenzhen and Shunde in Guangdong Province as well as Xiamen in Fujian Province respectively.

The Group is committed to the provision of quality products and attentive services and strives to become the “Healthy Sleeping Expert” among consumers. At the beginning of 2019, it has launched the revolutionary Sleeptech Pillow Series. The series includes a total of three products featuring different technological fabrics and quality latex rubber imported from Thailand, namely the Universe ThermoculesTM Pillow, which adopts patented materials from OutlastR to effectively manage heat energy; the Auto-Sanitized Protect Pillow, which adopts the Self Clean technological materials; and the Magnetic Stress-Relief Pillow, which has been launched in the market for testing in 2018. In 2019, the Group will proceed with the research and development of new products utilising big data, aiming to provide more comfortable and customised sleeping products for the market. 

In respect of product planning for the Mainland China market, the Group will enhance its presence in high-end markets by increasing the proportion of imported products. Furthermore, it plans to further develop the “warmth-preserving system” for different duvet products, including the introduction of quality imported materials for the production of premium duvets in order to provide consumers with more comprehensive duvet product options. 

Apart from the bedding product business, the Group will also strive to develop more textile and furniture products for hotel guest rooms, restaurants and lounge bars with an aim to increasing the revenue from hotel customers. In respect of the business of “Healthy Lifestyle Store”, the Group will continue to provide one-stop shopping experience of bedding and customised furniture products with the goal of “Full House Output". Moreover, it will further encourage bedding product distributors to sell home accessories of its “Healthy Lifestyle Store” simultaneously or refer customised furniture orders to it. 
The Group has also established the hotel supplies department in Mainland China, targeting customers including luxury hotels, high-end conference centres and recreational clubhouses in 2018. It mainly provides textile products, towelling products, mattress supplies and customised furniture products for their guest rooms, restaurants and lounge bars. New hotels in Guangdong and Jiangsu Provinces will be approached at the initial stage. 

In addition, the Group will pursue opportunities to sell products to commercial customers in Hong Kong and Mainland China. For instance, it will provide exclusive products to banks as their point redemption gifts. Meanwhile, it will actively expand sales channels of corporate gifts and adopt the strategy of “cross-sector alliance” to share cross-sector membership resources with enterprises from industries such as the wedding dress, beauty, fitness centres and interior design. 


The Group will continuously invest in brand promotion in the Greater China Region. As the Chinese Government proactively promotes the development of the Greater Bay Area, the Group will step up its marketing endeavour in the region, including placing advertisement in stations of Guangzhou-Shenzhen-Hong Kong High Speed Rail, and placing advertisements quarterly on new media platforms. Moreover, the Group will actively cooperate with various organisations and enterprises in order to further enhance the leading position of its brand. At the beginning of 2019, the Group was invited by the Hong Kong Trade Development Council to be the guest speaker at the Hong Kong International Licensing Show to share with the industry its experience in management and promotion of licensed brands, which is a recognition of the Group’s hard work over the years. 

In recent years, the Group has strived to achieve win-win out comes through cross-over collaboration with intellectual property holders of famous cartoon characters or brands, or licensed production of their products. At the beginning of 2019, the Group has confirmed that it has obtained the license for bedding products from a world-famous brand. Meanwhile, it has kept abreast of market changes and secured licenses for two famous trendy cartoon characters from Korea and is now actively preparing for the launch of the relevant products. Moreover, the Group will introduce licensed products of Japanese cartoon characters that are well-known by the public in Hong Kong. It is anticipated that these products will take the market by surprise. The Group believes that sound management and promotion of licensed brands will help to enhance its brand image and attract more young customers to follow the progress of its brand. 

Striving to incorporate “Contemporary, Innovative and Functional” features in its product design, the Group will endeavour to provide consumers with quality bedding products which are fashionably designed but reasonably priced, and suitable trendy home accessories. The Group will also continue to broaden revenue streams and enhance its brand value to bring satisfactory returns to the shareholders in the long term.
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