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[bookmark: _Toc11240260]1. Introduction
Mercedes-Benz is one of the members regarding the automaker Daimler Inc. in German. It's operating globally through the origin company’s subsidiaries or stand-alone. High-performance plus high-quality auto manufactured by Mercedes boosted the firm in selling 2.3 million autos globally in the year 2018 (Daimler, 2018). This German carmaker is the most significant volumes selling automaker worldwide and has a deep presence from sedan to sports racing cars and SUV.

In Hong Kong, Mercedes-Benz automobiles are exclusive by the retailer Zung Fu Company Limited and it has seven service centers and four showrooms. Nowadays, Hong Kong is one of the world's largest market in terms of automotive market shares of Mercedes. Zung Fu is a sister firm from the Jardine Motors Group and it is one of the members in Jardine Matheson Group. The first Mercedes-Benz car is brought by Zung Fu since 1954. The two companies have established a unique partnership. This is an organisation of evenly daunting reliability; a partnership based on service and product quality. It triggers a wide range of loyalty - among all Mercedes-Benz owners and partners in Hong Kong (Zung Fu, 2019).

If talking about convertibles, "Of the way a young juvenile gazes in open-jaw reverence at the roof folding itself down, to the one and only excitement of driving with the sun warming your skin and wind processing your hair, there's one thing pretty charming relating to convertibles"(CarsGuide, 2019). Those who love and revel in cabriolet automotive can purchase it even they have already got a sedan car, particularly for autumn, there's no better time to try and do some open-top driving and luxuriate in that recent autumn breeze. Moreover, Hong Kong is a wonderful place for top-down driving, as there are several nice mountain twists hidden away within the suburbs of this extremist metropolis (South China Morning Post, 2019). Also, Hong Kong weather is kind to relish cabriolet automotive because it's not too cold even in winter. Mercedes Benz can promote this rare area for individuals to get pleasure from driving cabriolet automotive in Hong Kong.

















[bookmark: _Toc11240261]2. Situation Analysis
Below is the factor that influences the macro and micro environment for Mercedes Benz. For the macro environmental factor from Political, Economic, Social and Technological used PEST Analysis, furthermore for the micro environment used Porter’s Five Forces Analysis for find out the strong and weak factor, also using BCG Matrix as the growth marker share matrix to review Mercedes auto product.

[bookmark: _Toc11240262]2.1. PEST Analysis
Through the PEST Analysis, it examines threats and opportunities among political, economic, social, and technological to check the organization stability inside the industry (L.B. Shabanova et al., 2015).

[bookmark: _Toc11240263]2.1.1 Political
Existing markets political stability - Mercedes-Benz is active in many countries and needs to develop policies for a particular nation based on the precise requirements of this global business sector. Given the recent rise of global populism (Lewis et al., 2019) and Hong Kong is also facing the issue of democracy and populist (Wong, 2016). Mercedes-Benz faces a similar trend that could lead to higher volatility in its current market.

Government strategies changing   – The free tax for electric vehicles in Hong Kong has been cancelling, and now it only can waive up to $97,500 (Environmental Protection Department, 2019). Mercedes-Benz should take immediate action to respond to the government's strategy quickly in the greatest leading market. In addition, it must be prepared for the possibility because it may lead to a shift in the industry's advantages.

Regulatory Practices - Mercedes-Benz must maintain the different regulations in the separate markets in which they operate. Moreover, Hong Kong businesses have witnessed an increase in regulatory oversight in recent years (GovHK, 2017).



[bookmark: _Toc11240264]2.1.2. Economic
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Inflation rate - In Hong Kong, the annual inflation rate reached 2.9% in April 2019, compared with 2.1% last month, which was higher than market expectations of 2.1%. This is the highest inflation rate since February last year and will lead to a rise in inflation in Mercedes's market. Thus, this influences the customer and Mercedes should find a new segment to promote for increase the sales (Tradingeconomics, 2019).
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Economic Performance of Mercedes Benz – Base on the Hong Kong GDP in Q1 has increased 4%, the financial performance of the markets should have grown because the customer has money to purchase a new car (Census and Statistics Department, 2019).

[image: ]
Retail Sales Growth - Base of the retail sales growth rate has dropped 5 %, Mercedes should create some marketing strategy to improve car sales (Ceicdata, 2019).

The business cycle - The economic performance of Hong Kong is related to the US and mainland China business cycle (Genberg, Liu and Jin, 2006). It is highly impacting to the performance of Mercedes-Benz in the Hong Kong market.

The current market workforce's skill level - Other than solely improve the services of the Hong Kong business section, Mercedes-Benz can take advantage on the skills of the workers like hiring Mechanical engineering graduate in the Hong Kong market (UTI Corporate, 2019), it also creates opportunities worldwide by using these skills.
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Registration of Private Cars in Hong Kong
The trend with the "Gross First Registration" is going down from 50322 in years 2016 to 42297 in the year 2018 (Transport Department, 2019).  It is an excellent opportunity to create new marketing segmentation to increase car sales (Transport Department, 2019).

[bookmark: _Toc11240265]2.1.3 Social
The media performs an important role in influencing public opinion - Social media and traditional media are expanding quickly and it can generate an effective marketing network by utilizing the trend (Turcotte et al., 2015).

Lifestyle - Mercedes-Benz's existing market has a high level of lifestyle and cares about automotive trends (Zung Fu, 2018).  Also in term of interests of leisure, Mercedes-Benz customers love the experience of services and products. To meet their preferences and expectations, Mercedes must spend more energy to achieve it.

[bookmark: _Toc11240266]2.1.4 Technological
The expectations of customers in the Hong Kong market arena has changed by the popularity and development of mobile technology (Zung Fu, 2018). Mercedes-Benz has not only to meet these expectations and manage it but additionally to innovate and stay leading of its competitors.

[bookmark: _Toc11240267]2.2 Porter’s Five Forces Analysis
Through this inherent profit potential, this model can be applied to analyze specific industries in which Mercedes-Benz operates. Strategic planners can use the information from the model analysis to make strategic decisions (Porter, 2004). This section will analyze Mercedes-Benz by using Porter's Five Forces methodology after study the Daimler annual report (Daimler, 2018).

[bookmark: _Toc11240268]2.2.1 Threat of New Entrants
Business in which Mercedes-Benz operates is difficult to achieve economies of scale. This gives high capacity producers a commercial advantage. This additionally makes new products more costly and expensive to produce. It's painful for the new entrants to start their business as there are high fees need to be paid, the large capital requirements and the conditions of the business. Due to the large development and research costs, capital investment is high. Also, the product differentiation in the industries is high, firms in the industry is not selling the standardised outcome but selling differentiated goods. Additionally, differentiated products are what the customer looking for and customer experience, advertising is the focus of industries too. Besides, before the company began selling, the industry-government policies required stringent licensing and preceding legal requirements. These certain particular factors threat of new entrants and make a weak force to this sector.

[bookmark: _Toc11240269]2.2.2 Bargaining Power of Suppliers
Mercedes-Benz is the main customers of its suppliers. Since the supplier's profits are related to the industry's revenue, therefore supplier must offer a cheaper price. Moreover, buyers in the industry of Mercedes-Benz is less than the suppliers in terms of number. This indicates that suppliers become less control over prices, and it is weak in terms of bargaining power of suppliers.

These suppliers offered low conversion cost, low degree of differentiation and moderately standardised goods. This reduces the bargaining power of the supplier because those buyers like Mercedes-Benz can change suppliers easily.

[bookmark: _Toc11240270]2.2.3 Bargaining Power of Buyers
In terms of the supplier’s number, Mercedes-Benz business is far greater than the number of companies that manufacture goods. This means that buyers can choose among several companies, and there is little control over the price. Also, the degree of differentiation of products in the industry is high, that indicates buyers cannot find the manufacturer specific products from other firms. In addition, product quality is important to the buyer and they often buy it, which means the price is not an important factor to the buyers. Hence, this reflects the bargaining power of buyers' is weak in the market.

Mercedes Benz has to build an outsized client base because the buyers bargaining power is weak. Mercedes can be achieved by promoting efforts geared toward building whole loyalty. Also, Mercedes Benz can sharpen on differentiation and innovation to draw more customers.  Quality of products and product differentiation are significant to buyers, also Mercedes Benz can concentrating on these to attract a massive quantity of customers.

[bookmark: _Toc11240271]2.2.4 Threat of Substitute Products or Services
Only very few alternatives to the products manufactured by the Mercedes-Benz division. A handful of alternatives available are also from unprofitable productions. Hence, it indicates a firm can maximize their earning without limited and able to achieve inside the Mercedes Benz business. All of the certain factors weaken the threat of substitute in the industry.

[bookmark: _Toc11240272]2.2.5 Rivalry among Existing Firms
Before starting to analysis the rivalry among existing firms, below are the main direct competitors of Mercedes Benz.

2.2.5.1 Direct Competitors
1) BMW
BMW is a multinational auto company manufactures vehicles and motorcycles. This is headquartered in Munich - Germany. BMW owns production crossed the world. It is recognised as the top 10 in the world for motor vehicles production. Cars manufactured by it is recognised with the brand BMW I serials as electric cars plus BMW M serials for performance models and both are the top popular model over the world (BMW Hong Kong, 2019).

2) Audi  
It is an international business in German. Its create ideas, manufactures, demands, builders, also distribute luxury auto. It’s part of Volkswagen. The corporate is famous for producing fashionable, masterminded designed autos. The brand has owned its services through Auto and Vehicles sections. It sells by the narrowest auto, super-cars, SUVs and sporty motorcycles (Audi Hong Kong, 2019).

Due to its totally similar style and models, Audi and BMW are each mirrored one of the highest Mercedes competitors.

2.2.5.2 Strong Factor & Weak Factor
There are few competitors in the market. In other words, they engage in competitive behaviour to position themselves and become market leaders. Moreover, the fixed costs of the Mercedes-Benz commercial sector are high. That requires firms in this industry to attain its sufficient capacity. This additionally indicates that those firms lower prices while demand slows. Also, product production needs improvement in volume by immense increments within the market. It makes the business supine to disturbances within the supply-demand balance, ofttimes resulting in overproduction, it indicates that corporations need to slow down prices to make sure that their merchandise sell. Among these existing firms, Mercedes-Benz is a relatively strong rivalry.

On the other hands, Mercedes-Benz business sector is very rare in terms of a number of competitors and most of them are also very sizeable. It means the firms inside a particular industry will not take action without being discovered. Also, Mercedes-Benz is growing in this industry every year also will remain to grow in the coming years. These positive growths of the industry indicate that opponents are unlikely to take full action because they do not have to occupy market share. Besides, the product offered among the business during which Mercedes Benz runs is implausibly differentiated. As a result, it's onerous for competitive corporations to realize the purchasers of every different due to the individual of their product distinctive. It gives weaken rivalry among existing companies within the market.

[bookmark: _Toc11240273]2.3 Buyer of cabriolet car
Compared to regular new car customers, cabriolet purchasers are clearly maturer, more educated, and also richer, contrary to the picture often conveyed by general knowledge. Higher than 50% of convertible buyers have a degree, and solely 38.2% of auto buyers have received similarly educated on common. Solely nearly one quarter (28%) of convertible buyers are below forty-five years old, while 60 % of new convertible car buyers are on average forty-five years of age or older. Nearly 19% of consumers who purchase convertibles earn a median of more than $175,000 and 11.7% of the income of households more than $1 million. While 58% of buyers have a home living with the child, wherever a cabriolet maybe significantly few sensible, smaller than half of the buyers don't have children or empty-nesters. In contrast, solely 10.7% of normal new car buyers have the equivalent family income, and only 4.4% have a 7-digit income of households (Santander Consumers USA, 2019).

[bookmark: _Toc11240274]2.4 Worldwide Sales for the Luxury Car Brand in 2018
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Mercedes is the leader worldwide of merchandising luxurious auto, however, BMW keeps chasing thereon. Mercedes-Benz ought to discover new market segmentation to against its competitors. (Bekker, 2019)

[bookmark: _Toc11240275]2.5 Mercedes Benz sales in Hong Kong by Jardine Motors  
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Jardine Motors produced revenue in 2018 of 5.9 US$ billion which is higher than 2017 of 5.5 USD$ billion (Jardines, 2019). Furthermore, despite the increase in sales of new cars, due to the decline in profit margins, Zung Fu in mainland China reported a decline in profits and British dealers reported weaker performance and reduced vehicle sales. Besides, Hong Kong and Macau have achieved strong new car sales. It is a signal to keep promote in the Hong Kong Market as other country sales record is not good (Jardines, 2019).

[bookmark: _Toc11240276]2.6. Market share
Base on the financial news from Daimler, "Increase within the selling of SUVs drives to a brand new record for a year," and therefore the E-Class, S-Class, and C-Class conjointly had a decent sales resulted in 2018. It made the Mercedes-Benz is the popular premium brand within the car business for the 3rd time serial (Daimler, 2018). Moreover, In Hong Kong, Mercedes is the first runner up in terms of the car market share (Gasnier, 2019). Mercedes should keep this advantage to consolidate in Hong Kong.

[bookmark: _Toc11240277]2.7. Trend of the Cabriolet Car
Base on the financial news from Daimler, "Several customers have taken the newest C-Class cabriolet, that has been accessible from dealerships since the second half of 2018", further, "Once repeat last year, many customers achieved their dream of a replacement cabriolet or roadster from Mercedes-Benz"(Daimler, 2018). It's an excellent signal to keep the cabriolet car have sensible deals in 2019 - 2020 and build it a dream car for each individual.





























[bookmark: _Toc11240278]2.8. BCG Matrix for the Mercedes Benz Product
Below is the BCG Matrix created by the Mercedes Benz Product base on the market growth rate and market share.

[image: C:\Users\KEIYKY~1\AppData\Local\Temp\Image.png]
[image: ]
As a result, Mercedes should be focus on the product which the position is in “Question Marks” and create a marketing strategy to increase the market share.



[bookmark: _Toc11240279]3. Market Strategy
In this section, it uses Marketing mix and STP for describing the current market strategy for Mercedes Benz.

[bookmark: _Toc11240280]3.1. Segmentation, targeting and positioning (STP)
Segmentation, targeting and positioning (STP) is the Marketing framework which can use for simplifying and summarizes the process of market segmentation (Stewart and Myers, 1998). Below information is talking about the STP for Mercedes Benz.

[bookmark: _Toc11240281]3.1.1. Segmentation
Mercedes segments its state of performance and luxury automobile including sedan, SUV & hatchbacks (Mercedes-benz, 2019a) on the mix of psychographics, demographics and the geographical factors. Mercedes segment mainly metropolitan cities and their customers are the executives, upper-class social group, middle age, and professionals that Mercedes have an affinity towards the additional protection, advanced technology enforced auto, additional styling, a lot of performance and showing the high class of people. Targeting differentiation strategy is employed by it to have interaction with each purchaser and meet the demands.

[bookmark: _Toc11240282]3.1.2. Targeting
It targets male, middle-aged with high incomes, modern and fashionable consumers (Daimler, 2018) who drive enthusiastic, and autos resonate of everything consumers did, what their style declaration and elegance is. Also, it is targeted a niche marketing which for the rich people and high class keeping high profitability for Mercedes. Also, Mercedes had also attracted younger customers to increase their market share (Jagodic, 2017).

[bookmark: _Toc11240283]3.1.3. Positioning
Positioning itself over passionate attractiveness and generating a prime of mind consciousness has supported the company in maturing the most effective luxury automotive creators worldwide (Daimler, 2018). In addition, it establishes solid relationships with customers, leading to deeper brand engagement also allowing companies to impose a premium for their products, as prices play a crucial role in the decisions of purchasing.

[bookmark: _Toc11240284]3.2. Marketing Mix
The Mercedes Benz marketing mix explains what an amazing company Mercedes is, with how, it's the highest most precious world-wide auto-mobile emblems (Haigh, 2018). This extraordinary profile triumph isn't an accident however works hard, perseverance, and outstanding utilization of powerful marketing approach is the success factor. Besides, the reputation is unlikely to depart away within the coming future as it acknowledges essentially the classical producer in the world of the luxury automotive creator. The marketing mix appearance about the firm’s advertising with marketing plans was performed for more than 30 years. It proves Mercedes as a master within this ruthlessly aggressive business.

[bookmark: _Toc11240285]3.2.1. Product
The product of Mercedes-Benz is the glorious P, Mercedes collectively continues to major brands in the Hong Kong market, which already have thirty years. Currently, Mercedes assembles its models in Germany with classes C, E and S, and other models, as well as the CLS, SLK and GL classes, are fully imported to Hong Kong also (Mercedes-benz, 2019a).

[bookmark: _Toc11240286]3.2.2. Promotion
Although the marketing plan from Mercedes Benz has practised the protection, precision and luxury engineering for its auto, the competition had led Mercedes to improve its products to meet the growing customer behaviour. Currently, the marketing strategy from Mercedes is increasingly focused on providing a more enjoyable, dynamic also user-friendly facet of it.

Besides, the growth of Mercedes's marketing strategy can additionally be a link to its enlarged market. Over the years, it has discovered it essential to expand its business to incorporate new customers (Merchants, 2018). Moreover, the different marketing strategy operated by them is its option to obtain the merchandise more price-effective and slice prices to customers.

For enhance interaction by the spot market, it has managed the social media with approachability over customers, offers warranty under good conditions, establishing world-class client service at its sales purpose, tv and online advertising and print media (Letki, 2017).

Moreover, Mercedes instructed and mission to try and do is produce the reliableness of exclusivity and excellence fully its merchandise, presenting it as the foremost recognizable brands over world-wide (Schultz, 2018). Therefore, Mercedes possesses a reputation for prestige and fame.

[bookmark: _Toc11240287]3.2.3. Place
These years, it launched several innovations in protection with technology (Mercedes-benz, 2015). Nevertheless, the invention was afterwards copied by alternative brands. It offers products on a worldwide network of distributors. Mercedes-Benz realized that customers didn't seem to just buy an auto that drove them from supermarket to home.

Mercedes-Benz is creating an auto that can allow it to effectively promote the concept of the auto. Mercedes's goal is to change brand understanding and re-position to make it more attractive to young people (marsMediaSite, 2018). Mercedes Benz is including broadcasting their directions on the internet so that they are more attainable than earlier.

[bookmark: _Toc11240288]3.2.4. Pricing
It produces various models from sports, coupe, convertibles and full-size cars. It currently has only 15 models, ranging from 35,9000 HKD to 119,10,000 HKD (Mercedes-benz, 2019b). Mercedes did not cringe because of any obstacles to conquer the Hong Kong market in the high-end auto field. The company trades in a niche market and customers are more concerned about the value they bring to their products than ever before (Hayes, 2019). Therefore, Mercedes decided to ensure the provision of the highest and most importantly of high-quality cars.



[bookmark: _Toc11240289]4. Recommendations and Conclusion
Base on the finding from situation analysis and market strategy, Mercedes-Benz can target below customer for increase the cabriolet car market share and hold an auto show to present the cabriolet car in Hong Kong.
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In addition, the luxury car market is beginning to transform itself and the choice is determined by the customer personality (Alpert, 1972). Luxury brands seem sparse, remote, less restrictive, and have little difference from improving the quality of life. The increasingly fierce competition between brands emphasizes the important personality of the brand. While the car standards improve continually, the observed car concept makes this behaviour an important part of the decision to purchase. The car company must need to produce features also interests that indicate changing social preferences to inspire customers' emotions and control their position in all areas of the global marketplace.

Well-known luxury brands such as Mercedes don't need to present various commercials to their customers (Ali, 2018). These major luxury car manufacturers are currently working to strengthen their brands with postmodernism methods, particularly "brand as a policy" or "brand as a company” (Faircloth, Capella and Alford, 2001). At this stage, marketers are conscious of the cautiousness and distrust of their customers, which can have a positive or negative influence on the value of the public and customers. Mercedes requires that its automotive products be designed as services and products (luxury cars, warranty and after-sales services) and convince its dealers to produce, maintain and develop the value of their customers. Although things are still equal and all the firms can obtain a competitive edge through concentrating on creating customer value, thus creating a true “emotional connection” by their consumers, that’s how the era of the service industry (Butz and Goodstein, 1996). Mercedes-Benz's revenue has grown steadily in recent years, and the demand for cars has also increased. Some positive features indicate that Mercedes-Benz is in the right position for achievements in future. Looking forward to the future in a particular direction will depend on external and internal factors.

As we all know, Mercedes-Benz is a status representative of high-end customers. If middle-class customers purchase Mercedes cars, people will feel the car purchaser is very rich. Currently, consumers understand more about the price and performance of the auto they will purchase. Even the firm is performing various modifications to its pricing, goods and promotional strategies, more needs to be done is to attract customers and increase sales and market share. The elements of the marketing mix (products, promotions, locations, and prices) have to aligned and coordinated by the frim's marketing mission. Mercedes need to consult their clients regularly to understand their needs and exact demand. Moreover, Consumer buying behaviour is changing rapidly, Mercedes can conduct surveys to understand how consumers are buying cars. In addition, Mercedes can additionally initiate a spare parts warehouse, it makes customers can effortlessly obtain spare parts for their vehicles and consumers should be able to afford the cost of spare parts.

Among their more than 80 years of history, Mercedes-Benz hopes for creating a name that is known for its unique heritage. In recent years, the organization has successfully maintained the tradition of luxury car safety and security, as well as forward-looking design and new technological innovations. Currently, the automotive industry is overwhelming the market. When it happens in such a controversial atmosphere, it will increase the attention of management and marketing. Still, no matter what management and marketing mistake the firm creates or will create in the future, it will still be Mercedes.
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Assignment
Mercedes Benz - increase sales for cabriolet car

1. Executive Summary

One of the most recognizable names worldwide - Mercedes Benz. When you mention "The
Best or Nothing” as the first name, car, luxury, dependable and performance, it first comes to
your mind is Mercedes Benz (Mercedes-benz, 2019a). Mercedes is a German auto
manufacturer and it produces and designs luxury automobiles, buses, coaches, and trucks. It
is currently  division of the guardian company or parent, mainly it is very famous on the
globe because of Mercedes has many car models.

This Mercedes Benz marketing project is for described among the working purpose and goal
to boost the sales of its car so that Mercedes can have more profits. This Mercedes Benz
marketing project begins by stating with intention of describing it that is to have a wide look
through those prevailing difficulties of the company - which is about how to increase the sales
of the cabriolet car.

Cabriolet car is a dream car for most of the man. "This is why we love them. They are casual
and unrealistic, with seasonal fun in most places. But oh, personality!"(Elliott, 2016).

A convertible is a passenger car with or without a roof. The method of removing and storing
the roof varies by model. The convertible provides an outdoor driving experience and is able
to provide a roof when needed. The disadvantage of the convertible is that it reduces the|
structural rigidity and reduces the cargo space (Edmunds, 2019).

Convertible cars. Loved as well as hated, cars with the retractable or removable top are special
by nature. They sell more than we think, they are more desirable than we think but most of
those who can afford it and want to buy it think twice. A cabriolet can give you more freedom
on one side but you can remove it for another.

The project proceeds to look at and use Porter’s Five Forces and PEST for the situational
analysis, Market Strategy in STP (Segmentation, Targeting, and Positioning), marketing mix,
recommendation and conclusion. This project includes the company analysis, which was the
studying the goals, focus, culture, strengths, weakness and market share of the Mercedes Benz
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Figure 2.1 Hong Kong Inflation Rate 2014 - 2019
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Table 2.3 German Luxury Car Brand Sales Worldwide in 2018 (Full Year)
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Figure 2.3 Mercedes Benz sales in Hong Kong by Jardine Motors
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Figure 2.4 BCG Matrix for the Mercedes Benz Product
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Table 2.4 BCG Matrix for the Mercedes Benz Product

Position

Question Marks

Stars

cash Cows

Dogs

Descripti

high growth market low market share,

market leader high-growth
market, high market share

The market is not very attractive, low
market growth rate generates a lot of
cash and helps the organization invest
in other businesses

low market share and operates in low-
growth market

Source : Daimler (2018)

A

Invest, increase market share, use Cash Cows to
support the required investments

Need investments for sales growth and market
share to take the full position of Stars. Mercedes
needs 2 to expand product and invest in R&D

Maintain the strong market position and defend
market share, does not need substantial
investments to keep the market share

Mercedes need to divert this product because it
makes losses for the company and both models
are ot so popular to keep it in order to provide 2
product range
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Table 4.1 Suggested Segment and Target for Cabriolet Car in Hong Kong

Segment Executives, upper-class social group, professionals
Gender Male

Age Around 45 years old

Income High

Childless Doesn't matter

Hobby Enjoy driving and care personality

Car preference Luxury , free headroom

Suggested Car C- Class Cabriolet

Model €- Class Cabriolet

S ~Class Cabriolet

Seurce : Construct by writer
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