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INTRODUCTION

The following report will conduct a situational analysis of Ferrari. The analysis will be conducted with the help of internal and external frameworks and models such as PESTLE analysis, Porters 5 forces model and SWOT analysis. This report will also determine the Segmentation, Targeting and Positioning of the company. In addition to the above, this report will focus on the marketing mix strategy utilised by the company and suggest recommendations beneficial for the company’s future.
Ferrari is a luxury automobile manufacturer from Italy. Ferrari was founded Enzo Ferrari in the year 1929. Ferrari is a successful automobile brand with worldwide recognition and won over 5000 prices since its first established. Ferrari is the title holder for being the longest standing and most successful competitor from Formula One racing (Autosprint, 2017). 
In the first section, the report will conduct PESTLE analysis to externally analyse Ferrari to determine the favourable and unfavourable factors of Ferrari in external environment and apply the porters 5 forces model to find the effectiveness of company’s strategy by determining the 5 competitive forces and whether they are high, medium, or low and explain why. In the third part, SWOT analysis will identify the Ferrari’s opportunities and threats along with the strengths and weaknesses of the company. The 4th section will explore the Ferrari’s segmentation, targeting and positioning strategies, and marketing mix strategy to understand Ferrari’s marketing strategy. Finally, the report will conclude and provide recommendations helpful to the company’s future.


PESTLE ANALYSIS

The PESTLE analysis is a framework used to strategically evaluate the business environment in which a company operates. This framework was traditionally referred to as PEST analysis, this is a acronym for Political, Economic, Social, and Technological. The framework was recently extended to include Environmental and Legal factors. This framework is used by the marketing teams to analyse a company externally, to help them form marketing strategies based on the result (Peterdy, 2022).
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(Fig 1 source: https://hueofshay.blog/2020/11/09/macro-environmental-analysis-of-the-e-commerce-industry/)


PESTLE ANALYSIS OF FERRARI

Political Factors: The situation of Ferrari is both favourable and unfavourable here. The Ferrari is a global company with strong brand equity. In every country, different rules and regulations affect the Ferrari in different ways. A country that has an efficient governance system will make the business environment stable compared to countries with inefficient governance system because, this will make a brand’s growth unstable. Similarly, Ferrari has favourable and unfavourable situations in every country and balancing the overall stability is out of the company’s control. The import rules and custom tax regulations are different in each of these countries, making in difficult for Ferrari to use the same business strategy in every country (MBA Skool Team, 2021).
Economic Factors: Ferrari is a luxury brand, making it expensive and unaffordable to most people. Moreover, being a global brand, Ferrari must deal with fluctuations of exchange rates and inflations in different countries. The countries with higher bank interest rate will make people reluctant to invest in luxury brands like Ferrari, this has made the economic situation unfavourable for Ferrari.
Social Factors: The customer preferences have been changing over the years. With many similar luxury products available in the market, customers are reluctant to invest in Ferrari in the recent years. Being a global brand, Ferrari must comply with the employee safety and labour rights from different countries at the same time as this will also affect the company’s growth prospects, making the social factors unfavourable for Ferrari (MBA Skool Team, 2021).
Technological Factors: Every customer would want to purchase the best technology available in the market. Ferrari as a company stays ahead of the rest of the competitors by developing cars with advanced technology. Technological advancements have brought a lot of changes to the luxury car market and transformed it. The technology is being developed at a fast pace, to keep up with these changes every brand must develop newer technology at the same pace if not quicker. Ferrari has a lot if funds to invest in research and development to improve current technology and create new technology (MBA Skool Team, 2021). Thus, making this factor favourable for Ferrari.
Environmental Factors: In the recent years, many environmental safety campaigns have taken place for the sake of protecting the environment and the governments have imposed several regulations to protect the environment. It is predicted that in near future, the cost of obtaining energy will become higher as the energy sources are depleting. If Ferrari does not switch to renewable source of energy, The situation will become unfavourable for Ferrari (MBA Skool Team, 2021).
Legal Factors: The legal factors are favourable to Ferrari since the company launches unique products compared to its competitors, there is a risk of data or information about its products being stolen. However, there are laws in every country to protect the Ferrari’s intellectual property and patents. This is important for an automobile brand like Ferrari, since these laws are protecting the brands ideas and technology from its competitors with legal authority, allowing Ferrari to advance its technology safely (MBA Skool Team, 2021).

In conclusion, the factors that are favourable to Ferrari are technological and legal factors. While Environmental, social, and economic factors are unfavourable. The political factor for Ferrari is both favourable and unfavourable at the same time, this is because every country has different rules and regulations making it complicated for a global brand like Ferrari since some countries have favourable laws while others don’t.

PORTERS 5 FORCES MODEL

Porters 5 forces model an analysis that used to determine the current competitors in the market. This is done by covering the 5 main forces known as threat of new entrants, threat of substitutes, bargaining power of buyers, bargaining power of suppliers and Rivalry among the existing competitors. This analysis is used to determine the correct time to introduce a product into the market by marketing team (Platinum Pro, 2021). This model will be used to analyse and understand the Ferrari’s immediate environment by indicating each of the following by either High, Medium, or Low and explain why.

[image: Porter's Five Forces Analysis: Assessing The Competitive Environment -  Planium Pro]
(Fig 2 source: https://www.planiumpro.com/blog/porters-five-forces-analysis-assessing-the-competitive-environment/)
Threat of New Entrants: The threat of new entrants for Ferrari is low. Ferrari is a premium brand and Ferrari’s close partnership with Scuderia Ferrari gives the company proprietary technology. Ferrari’s brand name and reputation plays an important role in a consumer’s mind. The company has built brand loyalty by offering various benefits to its customers. Ferrari offers a 4-level tailor made customization option to its customers. Ferrari offers a Ferrari Classiche certificate to cars that crossed 20 years of age, increasing the vehicles resale value. Ferrari has a strong Research and Development department, and funds to invest in creating and developing new technologies. Thus, making it difficult for new entrants to compete with Ferrari (MBA Skool Team, 2022).
Threat of Substitutes: The threat of substitutes for Ferrari is medium. Luxury cars primarily tend to be emotional purchases and customers spending in this market is discretionary. Social acceptance is the reason why customers buy luxury cars like Ferrari. With rising concerns like global warming and alternative modes transportation being available, customers are being held in a tight spot when it comes to purchasing luxury cars. Moreover, the development of Autonomous driving cars could place the sales of regular cars at risk. However, customers might spend extra money to buy luxury cars for its brand recognition (MBA Skool Team, 2022).
Bargaining Power of Buyers: The Bargaining power of Buyers for Ferrari is medium. Ferrari has sold its cars in over 60 markets worldwide, through 168 dealerships authorised by Ferrari and has 188 points of sale. Ferrari selects dealerships based on their reputation and track record as Ferrari does not directly own one directly. To Ferrari, the after sales support is crucial to increase the cars resale value. The dealers are trained by Ferrari on after sales activities. The dealers are suggested to sell cars with maximum retail price. However, customers can negotiate the final price and financing with the dealers. It can be noted that most of the buyers would not bargain when they are purchasing a Ferrari since it’s a luxury brand. In the year 2020, 65% of Ferrari’s were repeat customers indicating high customer satisfaction from Ferrari’s customers (MBA Skool Team, 2022).
Bargaining Power of Suppliers: The Bargaining power of suppliers for Ferrari is low. Ferrari acknowledges their suppliers for their support and credits them for their success. The manufacturing of Ferrari is done Maranello and Modena in Italy. Despite its low production capacity, Ferrari sources from over 800 suppliers to get its parts. To meet these needs, Ferrari has adopted a strategy called make or buy. Ferrari has started producing crucial part in-house rather than sourcing them to suppliers. The parts which are being sourced are parts that once manufactured, they are not suitable for manufacturers other than Ferrari. By doing this, Ferrari has managed to reduce the supplier’s power (MBA Skool Team, 2022).
Competitive Rivalry: The Competitive rivalry for Ferrari is high. The luxury car market is competitive with various luxury automobile companies competing in this market. Ferrari produces cars in 4 ranges. However, most of the Ferrari’s sales come from grand tourer (GT) and sports cars. The main competitors of Ferrari in GT category are Aston Martin, Rolls-Royce, Bentley, and Mercedes. Meanwhile, in sports category its main competitors are McLaren, Mercedes, Lamborghini, and Ford. Ferrari has Maintained a market share of 17% in GT category and 31% in sports category. With presence of similarly equipped competitors, Ferrari has to face a tough competition with its competition (MBA Skool Team, 2022).


SWOT Analysis

SWOT Analysis is a framework which is used to understand the internal and external forces that may create risks or opportunities for the organisation. SWOT stands for Strengths, Weaknesses, Opportunities and Threats. In SWOT analysis the strengths and weaknesses are internal factors of a company. while opportunities and threats are external factors of a company (Peterdy, 2022).


[image: SWOT - Definition, Examples, Process, Uses]
(Fig 3 source: https://corporatefinanceinstitute.com/resources/management/swot-analysis/)

STRENGTHS AND WEAKNESSES
Strengths of Ferrari
State of the art research and development department: Ferrari invests a large amount of money in research and development department and focuses on developing advanced technology and innovation to create more modern cars for its customers (Shastri, 2021).
High customer satisfaction: Ferrari provides world class safety features with fashionable design in accordance with customer preference and maintains a strong relationship with its customers. Ferrari customer satisfaction index is one of the highest in the world (Shastri, 2021).
High market share: Ferrari has a strong brand equity. A large number of investors want to invest in the company. The share value of Ferrari is always high, and investors would always want to invest in brands with high stock price, bonds, and mutual funds (Shastri, 2021).
Goodwill: It is important for a company to maintain goodwill. The quality of products, after sales service and warranty provided by the company will help maintain the company’s goodwill. Ferrari does a remarkable job in this category and the company has gained the praise of its customers for the same (Shastri, 2021).

Weaknesses of Ferrari
Luxury: Being a luxury brand, Ferrari is not affordable by everyone. Ferrari’s target customers are rich and famous people making the brands focus niche (Shastri, 2021).
Competition: Ferrari has high competition in the current market. Ferrari receives competition from other luxury brands like BMW, Audi, Lamborghini, Porsche, Jaguar, Aston Martin and Bentley. Making it a tough competition.
Low Fuel Efficiency: Being the Producer of racing cars, a Ferrari consumes a lot of fuel. As the supply of these fuels like petrol and diesel become scarce, Ferrari will be pushed to face a difficult situation (Shastri, 2021).
Supply Chain and Distribution: Ferrari supply and distribution is very finite. The company is not able to meet the demand for its cars throughout the world. The customs tax of different countries increases the already expensive car even further making it difficult to supply and distribute in different countries (Shastri, 2021).
Lack of focus in a different industry: Ferrari is a company that is specialised automobile industry. However, the company’s lack of initiative to move into a different industry has capped the company’s growth potential (Shastri, 2021).

OPPORTUNITIES AND THREATS
Opportunities for Ferrari
Market Expansion: Ferrari could expand its market to generate more revenue. Expanding the company to developing countries could bring in more profits for Ferrari (Shastri, 2021).
Technological advancement: The demand of a newer product will be higher than that of the old. Ferrari could invest in research and development to develop cars with advance technology and gain an advantage over its competitors (Shastri, 2021).
Customer expansion: Ferrari has only sold luxury cars for rich customers. However, the company could target a new group of customers and expand its customer base. This could generate higher revenue for the company and give the brand an edge over its competitors (Shastri, 2021).

Threats to Ferrari
Custom policies: Every country has different custom policies, and a company has to follow those rules to run their business. Ferrari being a global brand has to follow the rules and regulations of different countries the same time, any rules that are further changed to modify the country could adversely impact the company (Shastri, 2021).
Demand and supply: Meeting the demand and supply of numerous countries will pressure the company. It is important for the company to always meet the demand and not face complicated situations (Shastri, 2021).
Shortage of skill: It is hard to find skilled employees in every country. If Ferrari expands its market into a country with shortage of skilled labour, the company could face losses (Shastri, 2021).



ADVANTAGES AND DISADVANTAGES OF SWOT ANALYSIS

Advantages of SWOT analysis
There are many advantages in utilising the SWOT analyses framework. The SWOT analysis can be applied to an individual, organization, team, and organisational unit. In addition, the SWOT analysis can be used to evaluate a particular brand, product, partnership, or acquisition. This framework can also be used to evaluate a business process or product market. This analysis is conducted by specifying a particular objective and identifying internal and external factors which are favourable and unfavourable to the objective’s achievement. One can gain valuable information about their objective by analysing strengths, weaknesses, opportunities, and threats separately or together. SWOT analysis requires the combination of qualitative and quantitative information from various sources. Accessing this data from numerous sources will improve the decision making, communication and policy making and helps on coordinating operations. To utilize this framework, one does not require skills or training and can be performed by any individual with sufficient business knowledge. The company is not required to hire anyone to perform this analysis and it can be completed in a short amount of time (Nordmeyer, 2019). 

Disadvantages of SWOT analysis
Like every framework, SWOT analysis has its share of drawbacks. The framework uses four individual sections called strengths, weaknesses, opportunities, and threats. However, the framework does not have a mechanism of ranking the significance of one factor over the another within the list, making it difficult to determine the true impact on these factors on the objective. The SWOT analysis creates a model which is one dimensional and categorizes each attribute as strength, weakness, opportunity, or threat. However, one factor might be both a strength and a weakness or an opportunity and threat at the same time. In addition to this, the data collected from SWOT analysis can be outdated quickly (Nordmeyer, 2019). 


 SEGMENTATION, TARGETING AND POSITIONING
SEGMENTATION
Ferrari uses Demographic, Psychographic and Geographic segmentation. The segmentation of a brand will help us to understand the features and offerings that are suitable for a particular set of customers (Bhasin, 2018). Ferrari utilizes the geographic segmentation by spreading its market to different regions and serving those customers. This has allowed Ferrari to gain recognition globally. Ferrari uses psychographic segmentation and divides customers into different segments. The company uses demographic segmentation to divide customers by age groups, gender, income, etc (Bhasin, 2018). 
TARGETING
Ferrari uses concentrated targeting since the company does not let everyone own a Ferrari and does a background check on its customers and make sure they are able to pay for the car. Usually only famous personalities, celebrities and businessman would buy a Ferrari (Bhasin, 2018).
POSITIONING
Ferrari has positioned itself as a premium brand. The brand is renowned for its racing achievements and the brand uses a value-based strategy to give its customers a sense of pride for owning their car (Bhasin, 2018).


MARKETING MIX STRATEGY

The marketing mix strategy refers to a set of actions and tactics that a business uses to promote its brand and product in the market. A typical marketing mix strategy uses 4P’s called Product, Price, place, and promotion. The marketing mix strategy is used to identify the elements that influence an ideal target market and understand how they increase reach to work together (The Economic Times, 2021).

[image: Marketing Mix PPT Templates | Create an Unbeatable Marketing Strategy - The  SlideTeam Blog]
(Fig 4 source: https://www.slideteam.net/blog/marketing-mix-ppt-templates-to-create-an-unbeatable-marketing-strategy)
The 4P’s of Marketing mix strategy
PRODUCT 
Line filling – Ferrari provides a wide range colour options on all it models.
Brand extension – Ferrari has produced Ferrari branded clothing. These cloths can be ordered from Ferrari’s official website. 
Ferrari is known for producing supercars with incredible performance (Bhasin, 2018). Ferrari features multiple high-performance sports cars in their line-up. 
PRICE
Premium pricing: Premium priced products have exorbitant price tags to them. This is done to make the product only available for higher class customers. All luxury products have premium pricing to them. Being a luxury brand Ferrari uses premium pricing for its products. This is done to deliver only best quality products with high performance to their customers. Ferrari offers premium sales and after sales experience to their customers (Bhasin, 2018).
PLACE
Direct channel: Ferrari has exclusive dealerships over 52 countries and have plans to expand them to other countries and markets (Bhasin, 2018). Ferrari has an online store and website from which the customers can book and customize their car.
PROMOTION 
To Ferrari, their customers are the advocates. Ferrari enjoys immense awareness throughout the world because of their success in Formula One racing and their reputation as the best racing car over the decades. However, Ferrari merchandises its brand through collaboration with other brands like puma, on the basis of royalty. For instance, Puma sells Ferrari-Puma branded shoes (Bhasin, 2018).


CONCLUSION
To conclude, Ferrari is a luxury brand with a competitive market. The success of Ferrari comes for its age-old heritage and racing spirit. The company has a lot of growth potential and the sports brand has a massive fan base. However, there are several areas in which Ferrari could focus on and improve. These improvements will be further discussed in the recommendations section. 


RECOMMENDATIONS 

ANSOFF MATRIX
Ansoff matrix which is also known as ‘product – market matrix’ is a widely used marketing model that focuses on growth opportunities of a business. Ansoff matrix is a model that helps marketers identify growth opportunities for a business or brand. This is done through development of new products and services or by entering new markets (Hanlon, 2021). 

[image: How to Use the Ansoff Matrix for Product Development: A Comprehensive Guide]

(Fig 5 source: https://www.innovolo.co.uk/article/how-to-use-the-ansoff-matrix-for-product-development-a-comprehensive-guide)

DIVERSIFICATION
Ferrari could develop and manufacture luxury helicopters and diversify its market further by targeting a new group of customers. Doing this could attract a new group of customers and generate revenue. On top of helicopters, Ferrari could add Bikes to its line up and attract bikers around the world and make them look at the brand to gain recognition. This will open Ferrari’s door to a whole new category of target market.
MARKET DEVELOPMENT
Ferrari could expand its market by opening dealerships in various developing countries. Ferrari could also initiate a campaign to attract customers in these new countries and expand their influence throughout the world.
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