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Part A :- Corporate Strategy

A. Business Portfolio for Kering

Grouped into S MECE Segments

1.

Luxury Fashion
o Comprises Kering's leading fashion houses, including Gucci, Saint Laurent, and
Balenciaga. These brands focus on ready-to-wear collections and are key drivers
of the group's profitability.
Leather Goods and Accessories
o Includes handbags, shoes, and other leather-based products marketed under
brands like Bottega Veneta. This segment complements luxury fashion offerings
and is vertically integrated with supply chain operations.
Eyewear and Jewelry
o Covers high-end eyewear and jewelry lines, including partnerships with
Richemont for Cartier eyewear and watches from Boucheron and Pomellato.
Lifestyle and Home
o Encompasses luxury furniture, décor, and fragrances, aiming to extend Kering's
presence into high-end lifestyle products.
Emerging Luxury and Digital Ventures
o Focused on investments in digital-native brands, sustainability-focused

innovations, and platforms like digital resale of luxury items (e.g., Kering's

partnership with Vestiaire Collective).



Descriptions and Financial Indicators

Segment Description Sales Profit | Profitability
(2022/2023) S (%)
Luxury High-end fashion brands focused | €10B [Source: | €2.5B 25%
Fashion on clothing and seasonal Kering 2022
collections. AR]
Leather Goods | Premium leather products such as €4.5B €1B 22%
and handbags and shoes, with [Author's
Accessories significant cross-selling Estimation]
opportunities alongside fashion
offerings.
Eyewear and | Exclusive eyewear and jewellery | €2B [Author's | €400 20%
Jewelry brands with strong partnerships Estimation] M
(e.g., Richemont).
Lifestyle and High-end lifestyle products, €500M €100 20%
Home fragrances, and furniture aimed at [Author's M
affluent customers to enhance Estimation]
brand loyalty.
Emerging Includes sustainable luxury €300M €50M 17%
Luxury and ventures, digital platforms, and [Author's
Digital early-stage luxury startups. Estimation]




Relationships: Vertical, Horizontal, or Unrelated

Segment Rationale
Relationship

Vertically Leather Goods and Accessories are vertically related to Luxury Fashion
Related due to shared supply chains (e.g., leather procurement).

Horizontally Eyewear and Jewelry complement both Luxury Fashion and Leather
Related Goods, as customers often bundle purchases across these categories

(cross-selling potential).
Unrelated Emerging Luxury and Digital is largely unrelated to other segments but

aligns strategically to future-proof the portfolio and align with digital

transformations.

Rationale for Grouping

The grouping ensures the MECE principle by organizing Kering's businesses into distinct,

non-overlapping categories, each representing a key area of the firm's operations. Financial

estimates are included where direct sources were unavailable, aligned with the structure

provided.




I
B.Cost Synergies
Synergy Idea Business Validity Explanation Impac
Segments t
Involved Score
a-s)
1. Centralized Luxury Valid Shared sourcing of premium raw 4
Procurement Fashion, materials (e.g., leather) across
of Raw Leather Goods divisions can lower procurement costs
Materials and through economies of scale.
Accessories
2. Shared Luxury Valid Consolidating production facilities for 3
Manufacturin Fashion, overlapping product lines (e.g.,
g Facilities | Leather Goods, eyewear and accessories) reduces
Eyewear and overhead costs while leveraging
Jewelry specialized labor.
3. Streamlined | All Segments Valid Consolidating logistics operations 5

Logistics and
Distribution

Channels

(warehousing, shipping, etc.) across
segments minimizes costs while
optimizing delivery networks to meet

customer demand.




—
4. Integrated | All Segments Valid Unified ERP and CRM systems
IT Systems improve operational efficiency, reduce
for Back-End redundancy, and support data sharing
Processes for decision-making across all
segments.
5. Shared Luxury Partially Joint marketing campaigns for
Marketing and Fashion, Valid (may | interconnected brands lower costs but
Branding Eyewear and overlap may also generate revenue synergies
Resources Jewelry, with by improving brand visibility and
Emerging revenue customer targeting.
Luxury synergies)

Analysis and Justification

1. Centralized Procurement of Raw Materials
o Rationale for Synergy:
Centralized procurement for raw materials like leather, textiles, and metals offers
substantial savings. Leveraging Kering's scale gives it purchasing power over
suppliers, reducing unit costs and securing better-quality materials.
o Impact Rationale:
This synergy is rated high due to its broad applicability across Luxury Fashion
and Leather Goods, which rely heavily on premium materials.
2. Shared Manufacturing Facilities
o Rationale for Synergy:

Shared facilities can standardize production processes and lower fixed costs. For



instance, eyewear and jewelry often require similar craftsmanship, enabling
resource sharing without compromising quality.
o Impact Rationale:
While this synergy reduces costs, its feasibility might be limited by brand
differentiation and unique production needs.
3. Streamlined Logistics and Distribution Channels
o Rationale for Synergy:
Consolidated logistics (e.g., warehousing, global shipping networks) ensures
operational efficiency. Kering can reduce costs by operating fewer warehouses
while maintaining delivery standards for premium customers.
o Impact Rationale:
Rated very high, as logistics optimization impacts all segments significantly and
directly reduces operational expenses.
4. Integrated IT Systems for Back-End Processes
o Rationale for Synergy:
IT consolidation eliminates redundancy, such as adopting a unified ERP system
for inventory, finance, and HR. Enhanced data integration improves
decision-making and customer experience.
o Impact Rationale:
High impact as IT infrastructure is critical to supporting all business functions and
drives efficiencies across the firm.
5. Shared Marketing and Branding Resources
o Rationale for Synergy:
While marketing synergies reduce costs (e.g., joint campaigns), they also generate
revenue synergies by boosting brand visibility and sales.
o Impact Rationale:
Moderate impact as the cost-saving potential is lower than logistics or IT

synergies.



Omitted Synergies (Optional)

Programs

(e.g., retail, customer service) enhances

efficiency and lowers onboarding costs.

Proposed Synergy Business Explanation Impact
Segments Score
Involved (1-5)
Sustainability All Segments | Shared investments in eco-friendly materials
Initiatives Across and technologies (e.g., circular fashion,
Brands recycled fabrics) reduce costs long-term
while aligning with Kering's sustainability
goals.
Joint Training All Segments | Unified employee training for shared skills |3




C. Revenue Synergies

Synergy Idea Business Validit Rationale for Synergy Impact
Segments y Score
Involved -5
1. Cross-Selling Luxury Valid Leveraging Kering’s customer 4
Opportunities Fashion, base to cross-sell
Across Brands Leather complementary products (e.g.,
Goods, selling jewelry to fashion
Eyewear and customers) enhances customer
Jewelry lifetime value and increases

sales revenue.

2. Bundled Product | Luxury Valid Offering curated product 3
Offerings Fashion, bundles (e.g., handbags and
Leather matching apparel) increases
Goods, average transaction value while
Emerging providing a seamless luxury
Luxury experience for customers.
3. Shared Loyalty All Segments | Valid A unified loyalty program 4
Program encourages repeat purchases

across segments, fostering brand
loyalty and improving customer

retention.




—
4. Expanding Emerging Valid Utilizing Kering’s established 5
Geographic Reach | Luxury, distribution channels to
Through Synergized | Luxury introduce emerging luxury
Distribution Fashion brands in untapped regions
Networks accelerates market entry and

sales.
5. Co-Branding Luxury Valid Collaborating across brands for |5
Initiatives for Fashion, limited-edition collections (e.g.,
Limited-Edition Eyewear and designer eyewear) boosts brand
Collections Jewelry visibility and attracts

high-spending customers.

Analysis and Justification

1. Cross-Selling Opportunities Across Brands
o Rationale for Synergy:
Kering can capitalize on its strong portfolio of luxury brands to cross-sell
products. For instance, customers purchasing Gucci apparel can be targeted for
Balenciaga handbags or Boucheron jewelry, enhancing revenue per customer.
o Impact Rationale:
High impact due to the wide applicability across customer segments and
alignment with luxury consumers’ preference for cohesive brand ecosystems.
2. Bundled Product Offerings
o Rationale for Synergy:

Kering can drive higher transaction values by bundling products (e.g., pairing
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Yves Saint Laurent clothing with Gucci footwear). These bundles cater to
customers seeking a cohesive luxury aesthetic.
o Impact Rationale:
Moderate impact as the bundling approach depends on customer preferences and
effective inventory management.
3. Shared Loyalty Program
o Rationale for Synergy:
A centralized loyalty program connects customers across brands, offering
exclusive rewards (e.g., discounts, early access to collections) and incentivizing
repeat purchases.
o Impact Rationale:
High impact due to its potential to improve customer retention and cross-segment
revenue generation.
4. Expanding Geographic Reach Through Synergized Distribution Networks
o Rationale for Synergy:
Emerging luxury brands can piggyback on Kering’s established distribution
networks in markets like Asia and the Middle East, where demand for luxury
goods is growing rapidly.
o Impact Rationale:
Very high impact due to its scalability and ability to penetrate lucrative markets
efficiently.
5. Co-Branding Initiatives for Limited-Edition Collections
o Rationale for Synergy:
Collaboration among brands (e.g., Alexander McQueen designing a
limited-edition jewelry line) creates exclusivity, appealing to luxury consumers

and generating premium pricing opportunities.

"



o Impact Rationale:
Very high impact due to its potential to elevate brand prestige and attract

high-value customers.

Omitted Revenue Synergies (Optional)

Proposed Synergy Business Explanation Impact
Segments Score
Involved (1-5)
Digital Channel All Segments | Enhancing e-commerce platforms to 4
Optimization cross-promote brands and enable

personalized recommendations across

product categories.

Collaborative Luxury Jointly hosting global fashion events 3

Events and Fashion, increases visibility for newer brands

Fashion Shows Emerging while driving sales for established ones.
Luxury

12




4. Corporate Strategy Overall Evaluation

Key Financial Indicators for Kering (2022-2023)

Indicator Value Value Source
(2022) (2023)
Total Sales €20.4 billion | €21.2 billion | Company Financial Reports
(Revenue) (Estimated)
Net Profit €3.61 billion | €3.72 billion | Annual Reports (Author’s Estimation)
Profit Margin 17.7% 17.5% Calculated from Revenue & Profit

Portfolio Evaluation

e Coherence of the Portfolio:
Kering’s portfolio is a mix of vertically and horizontally related businesses.
o Vertical Relation: Luxury Fashion and Leather Goods share overlapping
production processes (e.g., leather sourcing and craftsmanship).
o Horizontal Relation: Eyewear and Jewelry cater to similar luxury consumers,
driving synergies through co-branding and joint marketing.
o Emerging Luxury: Somewhat unrelated but provides growth opportunities in
high-potential markets.
e Synergistic Value Creation:
Kering’s portfolio is coherent as synergies (both cost and revenue) exist between multiple
segments. The diversified structure supports revenue growth and cost efficiency while

maintaining brand differentiation.
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Performance vs. Competitors

e Comparison with Competitors:
Compared to LVMH and Richemont, Kering’s synergies are well-leveraged but lack
diversification in emerging markets and digital platforms, areas where competitors are
investing heavily.

e Influence of Synergies on Performance:
Synergies in logistics, cross-selling, and co-branding have directly contributed to revenue
growth and profit margins. However, Kering’s reliance on fewer brands (Gucci being the

largest contributor) makes it vulnerable to shifts in consumer trends.
Recommendations for Strategic Updates

1. Divestiture Recommendations:
o Consider divesting smaller, underperforming brands within Emerging Luxury that
lack synergies with the core portfolio (e.g., smaller experimental fashion houses).
2. Acquisition Recommendations:
o Invest in digital-first luxury brands to strengthen e-commerce capabilities and
cater to younger demographics.
o Acquire mid-tier premium brands to diversify the portfolio and reduce reliance on
Gucci.
3. Geographic Expansion:
o Focus on expanding Emerging Luxury brands in Asia-Pacific and Middle Eastern

markets through synergized distribution networks.
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5. Global Workforce Streamlining
Segments: Eyewear and Jewelry & Watches

Kering can optimize its workforce by consolidating back-office functions like HR, IT, and
finance for smaller divisions. Shared service centers can lower administrative costs and

support scalable growth.

By leveraging these synergies, Kering can achieve greater operational efficiency and strengthen

profitability across its luxury portfolio while maintaining brand uniqueness.

Appendix A3 :- Use the list of 5 segments generated. Act as a financial analyst working in a
Wall Street bank and identify in exactly 300 words five potential revenue synergies within the

diversified business portfolio. Specify which pairs of business segments can generate each

synergy.
Five Potential Revenue Synergies Within Kering's Diversified Portfolio

1. Cross-Selling Opportunities Across Product Lines

Segments: Leather Goods & Accessories and Jewelry & Watches

Kering can offer bundled product promotions to incentivize customers to purchase across
segments. For instance, a luxury handbag from Gucci could be paired with a matching
high-end watch from Boucheron, increasing average transaction values and customer lifetime

value.

2. Integrated Brand Collaboration for Limited Editions

Segments: Luxury Fashion & Ready-to-Wear and Eyewear

Creating limited-edition collaborations, such as exclusive eyewear collections designed by
renowned fashion brands like Balenciaga or Alexander McQueen, can drive demand. These

partnerships capitalize on brand loyalty and appeal to fashion-conscious consumers.
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3. Enhanced Customer Engagement Through Shared Loyalty Programs
Segments: Shoes & Footwear and Luxury Fashion & Ready-to-Wear

Implementing a unified loyalty program across these segments enables customers to earn and
redeem points regardless of the product category. This encourages cross-segment spending

and deepens customer retention.

4. Expansion into Emerging Markets with Unified Strategies

Segments: Jewelry & Watches and Eyewear
By entering new geographies together, these segments can share market intelligence and
retail infrastructure. Emerging markets like China and India offer significant potential for

aspirational products, increasing revenue streams for both divisions.

5. Upselling Opportunities in Premium Product Tiers

Segments: Shoes & Footwear and Leather Goods & Accessories
By showcasing premium product ranges together, such as pairing high-end footwear with
luxury leather goods in-store or online, Kering can target affluent customers seeking a

cohesive luxury experience, boosting overall sales.

These revenue synergies leverage Kering's brand equity, customer base, and product diversity to

enhance top-line growth while maintaining its position as a leader in the luxury market.
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1. Description of the Deal
Target Firm: Courréges

e Industry: Luxury Fashion (ready-to-wear, accessories).
e Countries of Operation: Primarily France, with a growing presence in Asia and the
Middle East after the acquisition.

e Creation Date: Founded in 1961 by André Courréges in Paris, France.

e Milestones:
o 1960s: Courreges gained fame for its space-age designs, including the mini skirt.
o 1990s-2000s: The brand's relevance diminished, struggling to adapt to changing

fashion trends.

o 2015: Kering acquired a controlling stake, completing the acquisition in 2017 to

revitalize Courréges and integrate it into Kering’s portfolio.

Key Financials Pre-Acquisition:

Metric Pre-Acquisition Value

Revenue €50 million (estimated)

Employees | 200-300

Profits Not disclosed, but struggling

Date of Deal:

e 2017, after Kering’s initial acquisition in 2015.



Premium Paid:
e Premium paid was likely moderate, considering Courréges' potential for brand
revitalization and future growth.
Nature of the Deal:

e Vertical Expansion: By acquiring Courreges, Kering enhanced its luxury fashion
portfolio, adding another prominent fashion house to its collection, including brands like
Gucci and Saint Laurent.
Expected Synergies:
e Kering expected cost synergies (e.g., procurement, manufacturing, logistics) and
revenue synergies (e.g., cross-selling, global market expansion).
Market Reaction:
e The market reacted positively, with investors confident in Kering's ability to leverage its
resources to rejuvenate the Courréges brand.
2. Cost Synergies

Upon acquiring Courréges, Kering anticipated several cost synergies driven by the consolidation

of operations, resources, and scale. Below are the expected cost synergies:

Synergy Idea Business Impact | Explanation
Segments

Involved
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—
Centralized Luxury Kering's  scale allows shared
Procurement of Raw | Fashion, sourcing of premium materials (e.g.,
Materials Leather Goods leather) to reduce procurement costs.
Shared Luxury Shared production facilities for
Manufacturing Fashion, similar products, like leather goods,
Facilities Leather Goods reduce overhead costs.

Streamlined Logistics

and Distribution

All Segments

Consolidation of logistics

(warehousing,  shipping) would
minimize operational costs while

optimizing delivery.

Integrated IT | All Segments A unified ERP system improves
Systems efficiency, reduces redundancy, and
integrates data for better

decision-making.
Shared  Marketing | Luxury Joint marketing campaigns reduce
Resources Fashion, costs by leveraging Kering's media
Eyewear network while boosting brand

visibility.

Analysis and Justification:

These synergies are highly valid and expected to result in €10 million - €15 million savings

annually, primarily from centralized procurement, shared facilities, and logistics optimization.

Shared marketing provides moderate savings, while IT integration enhances operational

efficiency.
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3. Revenue Synergies

The revenue synergies were expected to significantly boost Courréges' sales. These synergies
were anticipated through cross-selling, geographic expansion, and co-branding initiatives,

taking advantage of Kering’s diverse luxury portfolio.

Synergy Idea Business Impact | Explanation
Segments
Involved
Cross-Selling Luxury 4 Leveraging Kering's customer base to
Opportunities Fashion, cross-sell Courreges products
Leather Goods alongside other brands like Gucci and
Balenciaga.
Bundled Product | Luxury 3 Offering curated bundles (e.g.,
Offerings Fashion, handbags with matching apparel)
Leather Goods drives up average transaction value.
Shared Loyalty | All Segments 4 A unified loyalty program enhances
Program customer retention and boosts sales

across Kering brands.

Expanding Geographic | Emerging 5 Kering’s  established  distribution
Reach Luxury, Luxury channels provide quick access to new
Fashion high-growth markets in Asia and the
Middle East.

Co-Branding Initiatives | Luxury 5 Limited-edition  collections (e.g.,
for Limited-Edition | Fashion, Courreges x Alexander McQueen)
Collections Eyewear

20



create exclusivity and attract high-end

customers.

Analysis and Justification:

The revenue synergies are highly valid and are expected to generate €20 million - €30 million
in additional revenue annually in the early years. Kering’s established global reach and ability to
cross-sell among brands were seen as key drivers of growth. Co-branding would also attract

high-spending customers seeking exclusivity.
4. Post-Merger Integration (PMI)

Post-merger integration is a critical phase for any acquisition, and Kering faced several
challenges integrating Courréges into its portfolio. While synergies were expected, certain PMI

challenges could delay their realization.

Challenge Related Impact on | Explanation
Synergy Synergy
Cultural Cross-Selling, | Moderate | Aligning Courréges' creative brand
Integration Shared with Kering's corporate structure
Marketing could slow marketing and

cross-selling synergies.

IT Systems | Integrated IT | High Integrating Courréges’ IT systems
Integration Systems into Kering’s unified infrastructure
would take time, delaying cost

savings from IT systems.

Logistics Network | Streamlined Moderate | Aligning logistics across brands

Consolidation Logistics could face challenges due to

21
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Courreges' smaller scale compared
to Kering’s other brands.

Cross-Brand Shared High Managing distinct brand identities
Marketing Marketing during cross-brand marketing
Integration Resources could delay synergies in brand
messaging and customer
engagement.
Geographic Expanding Very High | The complexity of entering new,
Expansion Geographic diverse markets (especially Asia
Reach and the Middle East) could delay
expansion synergies.

Analysis and Justification:

The PMI challenges are valid and could delay the realization of both cost and revenue
synergies. Cultural integration and IT system consolidation were the primary concerns. These
could hinder operational efficiencies and the ability to cross-sell effectively. However, Kering’s
expertise in managing acquisitions and its strong market knowledge were expected to mitigate
these risks. Geographic expansion, particularly into emerging markets, would likely experience

some delay due to market complexities.
Corporate Strategy Evaluation

Kering’s acquisition of Courréges fits into a broader corporate strategy focused on building a

diversified and integrated portfolio of luxury brands.
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Key Financial Indicators:

Indicator 2022 2023

Total Sales €20.4 billion €21.2 billion
Net Profit €3.61 billion €3.72 billion
Profit Margin 17.7% 17.5%

Portfolio Evaluation:

o Vertical Integration: Luxury Fashion and Leather Goods are closely aligned, sharing
production processes like leather sourcing.

e Horizontal Synergies: Eyewear and Jewelry complement the luxury fashion offerings,
benefiting from co-branding and cross-selling.

e Emerging Luxury: Newer acquisitions provide high-growth opportunities, especially in

markets where demand for luxury is rising (e.g., Asia, Middle East).

Recommendations:

e Divestiture: Consider divesting underperforming brands within the Emerging Luxury
segment that lack synergies with the core portfolio.

e Acquisitions: Invest in digital-first luxury brands to strengthen e-commerce capabilities
and diversify the portfolio beyond Gucci.

e Geographic Expansion: Focus on expanding Emerging Luxury brands in Asia-Pacific

and Middle Eastern markets.

Conclusion
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The acquisition of Courreges by Kering offers significant synergies in cost savings and revenue
generation through operational integration, cross-selling, and geographic expansion. While PMI
challenges may delay synergy realization, Kering’s experience should help overcome these
obstacles. The deal enhances Kering’s luxury portfolio and positions Courréges for long-term

growth in the evolving global luxury market.

PART C: ANALYSIS OF A FUTURE TRANSACTION

Description of the Deal: Kering’s Acquisition of Farfetch
Target Firm Overview: Farfetch

e Name: Farfetch
e Industry: Luxury fashion e-commerce and digital platforms
e Countries of Operation: Farfetch operates globally, with key markets in Europe, North
America, and Asia. It has a strong presence in the United States, the United Kingdom,
and China.
e Founded: in 2008, by José Neves, a former fashion entrepreneur.
e Major Milestones in Farfetch's Development
1. 2008: Launch of Farfetch
o Farfetch started as an online marketplace connecting luxury boutiques with
customers globally, providing a platform for small, high-end shops to reach a
broader audience.
2. 2013: Expansion into Asia
o Farfetch expanded its operations into China and other parts of Asia, tapping into
the region's rapidly growing luxury market.
2015: Launch of Farfetch Marketplace
2017: Farfetch Platform Solutions (FPS)
2019: Global Expansion and Strategic Partnerships
2020: Initial Public Offering (IPO)

S AW
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o Farfetch went public, listing its shares on the New York Stock Exchange (NYSE)
under the ticker symbol "FTCH".
7. 2021: Partnership with Alibaba
8. 2022: Expansion into NFTs and Virtual Fashion

9. 2023: Strategic Focus on Sustainability and Digital Transformation

As of 2023, here are the key accounting figures for Farfetch:

Farfetch Key Accounting Figures (2023)

1. Revenue
o $2.0 billion (for 2023), reflecting steady growth driven by the increasing demand
for online luxury fashion and expansion into global markets.
2. Gross Merchandise Value (GMYV)
o $3.5 billion: including both direct sales and sales made through third-party
boutiques and brands on the marketplace.
3. Net Income
o Net Loss of approximately $100 million in 2023.
o Market Capitalization $10 billion: Farfetch’s market capitalization as of 2023,
based on its share price trading on the New York Stock Exchange (NYSE).
4. Total Assets
o $1.5 billion in total assets, reflecting the company’s investments in its digital
platform, technology, logistics infrastructure, and partnerships.
5. Number of Employees
o Approximately 1,500+ employees globally, across various departments. The
company operates in key global markets, including the U.S., the UK, China, and
Europe.
6. Profitability
o Gross Profit: $600 million (estimated for 2023).
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o EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization):
Negative EBITDA of approximately -$40 million for 2023, reflecting ongoing
investment in expansion and operational costs.

7. Cash Reserves

o Cash and cash equivalents stand at approximately $400 million, providing

Farfetch with the necessary liquidity for expansion and future investments in

digital and operational growth.
Key Insights

e Revenue Growth: Farfetch has seen a consistent increase in revenue, driven by its
unique positioning as an online luxury marketplace and its strong growth in emerging
markets like China and the Middle East.

e Losses and Investment: The company continues to report losses, typical for high-growth
e-commerce businesses investing heavily in technology, logistics, and global expansion.
However, it has a strong revenue base and significant market capitalization.

e Expansion and Sustainability: Farfetch is prioritizing expansion in digital innovations
like NFTs and virtual fashion, as well as sustainability through initiatives such as

Farfetch Second Life, which aligns with the growing demand for circular fashion.

These figures highlight Farfetch’s status as a key player in the luxury e-commerce sector,

continuing its investment phase to capture a larger share of the digital luxury market.
Deal Type and Strategic Intent

e Type of Transaction: Business Development Move / Horizontal Expansion
o Business Development Move: This acquisition represents a strategic investment
by Kering to bolster its Emerging Luxury and Digital Ventures segment. By
acquiring Farfetch, Kering can integrate its luxury portfolio with Farfetch’s
innovative e-commerce platform, enhancing its digital and sustainability offerings

while capturing new consumer segments.
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o Horizontal Expansion: The acquisition aligns with Kering's strategic goals of
expanding its footprint in the luxury e-commerce space. This move allows Kering
to expand into the digital luxury space without having to build the infrastructure
from scratch.
Cost Synergy
Synergy Idea Business Validity Explanation Impact Score
Segment
Involved
1. Centralized Emerging high Farfetch’s robust
Digital Platform | Luxury and e-commerce
and IT Digital Ventures platform could
Infrastructure be integrated
with Kering’s
brands to
centralize digital
assets and
reduce IT costs
through scale
economies.
2. Shared Luxury Fashion, | high Integrating
Logistics and Leather Goods, Farfetch’s global
Distribution Eyewear & logistics with
Networks Jewelry Kering’s brands
could lead to
cost reductions
in transportation
and warehousing
through scale
economies.
3. Centralized Luxury Fashion, | moderate By consolidating
Procurement of | Leather Goods procurement for
Materials raw materials
like leather,




Kering can
increase
purchasing
power, lowering
material costs
across its brands.

4. Shared
Marketing
Resources

Luxury Fashion,
Eyewear &
Jewelry

moderate

Joint marketing
efforts could
reduce the cost
of promotional
activities,
leveraging
Farfetch’s digital
reach to increase
brand visibility
and
cross-selling.

5. Consolidated
Customer
Service
Operations

All Segments

high

By centralizing
customer service
across Kering
and Farfetch’s
operations,
Kering could
streamline
support systems,
reducing
operational
costs.

Revenue synergies

Revenue Synergy

Idea

Business Segment

Involved

Validit
y n

Explanatio

Impact

Score
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1. Cross-selling and Luxury Fashion, High Kering's luxury brands can leverage 5
Upselling Across Leather Goods, Farfetch's platform to cross-sell their
Brands and Farfetch Eyewear & products, targeting a wider audience
Marketplace Jewelry and increasing sales per customer.

2. Expanded Market =~ Luxury Fashion, High Kering can tap into Farfetch's 4
Reach through Emerging Luxury extensive global customer base,
Farfetch’s Global and Digital particularly in markets with limited
Platform Ventures direct presence.
3. Exclusive Luxury High Kering could use Farfetch’s digital platform 4
Product Drops on Fashion, to launch exclusive product drops,
Farfetch Platform Leather Goods generating excitement and driving premium
pricing.

4. Increased Digital Emerging Moderat  Kering could expand its digital footprint 3
and Sustainability =~ Luxury and e and sustainability initiatives via
Initiatives Digital Farfetch's platform, capturing customers

Ventures interested in luxury resale and

sustainability.
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5. Leveraging Luxury Fashion, High Using Farfetch's customer data, 5
Farfetch’s Data for Eyewear & Kering could offer personalized
Personalized Jewelry, Emerging marketing to enhance customer
Marketing Luxury targeting and increase conversion

rates.

POST MERGER INTEGRATION

In 2025, Kering’s acquisition of Farfetch would face several integration challenges. Here are five

major challenges likely to affect the synergies anticipated from the deal:

1. Cultural and Brand Alignment
Kering's luxury brands, such as Gucci and Saint Laurent, have a distinct, traditional brand
identity, while Farfetch operates in a tech-driven, digitally-native environment. Aligning
these cultures could cause friction, potentially limiting the effectiveness of cross-selling
(revenue synergy) across Kering’s brands on Farfetch’s platform. A mismatch in brand
positioning and marketing approach could result in inconsistent messaging and customer
confusion, diminishing cross-selling opportunities.

2. Integration of Digital Platforms and IT Infrastructure
While Kering’s brands may benefit from Farfetch’s e-commerce infrastructure,
integrating the two systems could be complex. The existing IT systems, data
management, and digital operations may not align seamlessly. This challenge would
particularly affect the centralized digital platform and IT infrastructure cost synergy.
Delays or inefficiencies in the integration process could increase costs and disrupt digital
operations, affecting long-term scalability and revenue.

3. Supply Chain and Logistics Integration
Combining Kering’s and Farfetch’s supply chains could face logistical difficulties.

Farfetch operates a global marketplace, while Kering controls production for many of its
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brands. Integrating these supply chains could disrupt the shared logistics and
distribution networks' cost synergy, resulting in inefficiencies, delays, or increased
operational costs, especially during the transitional period.

4. Data Privacy and Customer Segmentation
Farfetch’s extensive customer data is a valuable asset, but managing and securing this
data in compliance with privacy regulations (e.g., GDPR) will be critical. This challenge
impacts the leveraging of Farfetch’s data for personalized marketing revenue synergy.
If data integration or privacy concerns are not handled properly, Kering may miss out on
valuable customer insights, thus reducing marketing effectiveness and revenue
generation.

5. Sustainability Integration
Farfetch’s sustainability initiatives may conflict with Kering’s existing strategies. The
challenge lies in aligning increased digital and sustainability initiatives with both
brands’ long-term goals. Misalignment could slow down the implementation of
sustainable practices, affecting Kering’s revenue generation from sustainable luxury

goods.

In conclusion, these integration challenges highlight the complexity of realizing both cost and

revenue synergies in a high-profile acquisition.

PART D: Self reflection on the use of Chatgpt as a consulting tool

e ChatGPT’s analysis of the portfolio and its synergies was useful in broad terms. It created
correct divisions of business in Kering’s portfolio which we were happy with. When it
comes to the synergies too, we found that ChatGPT’s output was very generic, but still
pointing out correct synergistic possibilities. While saying this however, there are times
where ChatGPT was ambiguous and/or totally confidently wrong.

e The PMI output by ChatGPT for the past transaction was useful in our opinion. It seems

that, the output from ChatGPT was more optimistic in it’s analysis of how many
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synergies and how well Kering was able to derive from it’s part transaction. But overall,
if this output was used as a starting out for in-depth analysis, it could be very valuable.
For the Future transaction, we found that ChatGPT could get very optimistic and get lost
in random future events very easily. When dealing in the future with ChatGPT, the user
has to be extra careful of the quality and style of prompts to ChatGPT.

e When it comes to using Al effectively, using a feedback loop starting with user having
prior knowledge, using that knowledge to ask exploratory questions to the Al and ending
with, user gaining more knowledge on the relevant topic; is the best way in our opinion to
prompt ChatGPT especially for something as complicated and tough to understand in
nature as trying to understand corporate transactions. Using multiple prompts in unison to
coerce ChatGPT into a channel of thinking could generate more valuable information.
But with this, the possibility of AI “hallucinations” increases dramatically. In our
opinion, Generative Al tools, while they are useful is very many contexts, aren’t the best
Al technology to use for a task like this. While we aren’t aware of any particular Al tool,
using Machine learning, and deep learning models based tools to understand the world of

corporate transactions would be a much more fact-based, trustable and dependable.
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Appendix
Appendix A1 :- Group all products and services of [Kering] into 5 MECE segments.

Here’s how Kering’s products and services can be grouped into five MECE segments based on
their business lines and brand portfolios. Kering primarily operates in the luxury sector with a

focus on fashion, leather goods, jewelry, and eyewear:
1. Luxury Fashion & Ready-to-Wear

e High-end clothing lines for men, women, and children.

e Key brands: Gucci, Balenciaga, Saint Laurent, Bottega Veneta, Alexander McQueen.
2. Leather Goods & Accessories

e Handbags, wallets, belts, and other leather products.

e Key brands: Gucci, Bottega Veneta, Saint Laurent.
3. Shoes & Footwear

e Designer shoes ranging from formal to casual styles.

e Key brands: Balenciaga, Gucci, Saint Laurent, Alexander McQueen, Bottega Veneta.
4. Jewelry & Watches

e High-end jewelry and luxury timepieces.

e Key brands: Boucheron, Pomellato, Qeelin, Ulysse Nardin.
5. Eyewear

e Sunglasses and optical frames (luxury and designer).
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e (ollaboration across Kering brands through Kering Eyewear.

This segmentation avoids overlaps and ensures collective exhaustiveness, covering all major

areas of Kering’s luxury portfolio.

Appendix A2 :- Use the list of 5 segments generated. Act as a financial analyst working in a
Wall Street bank and identify in exactly 300 words five potential cost synergies within the

diversified business portfolio. Specify which pairs of business segments can generate each

synergy.
Five Potential Cost Synergies Within Kering's Diversified Portfolio

1. Shared Supply Chain and Logistics Optimization
Segments: Luxury Fashion & Ready-to-Wear and Leather Goods & Accessories.

By centralizing procurement and logistics for raw materials like leather and textiles, Kering
can reduce redundancies in its supply chain. Shared distribution centers and bulk shipping
agreements would lower transportation and storage costs, benefiting both fashion and leather

goods divisions.

2. Consolidated Marketing and Branding Efforts
Segments: Shoes & Footwear and Luxury Fashion & Ready-to-Wear

Kering can leverage its strong brand equity across segments by combining advertising
campaigns. For instance, a unified campaign for fashion and footwear under the same brand
(e.g., Gucci or Balenciaga) can significantly reduce marketing expenses while enhancing

brand coherence.

3. Integrated Retail and E-commerce Platforms

Segments: Jewelry & Watches and Leather Goods & Accessories.
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Expanding shared retail outlets and e-commerce platforms can reduce operational overhead.
Combining these segments in flagship stores and online portals can streamline customer

experiences while lowering fixed costs such as rent and IT infrastructure.

4. Centralized R&D and Product Design

Segments: Eyewear and Shoes & Footwear

Both segments rely heavily on innovative design and material development. A centralized
R&D hub could improve efficiency, enabling shared access to new technologies and

materials like lightweight composites for eyewear and footwear.

5. Global Workforce Streamlining
Segments: Eyewear and Jewelry & Watches

Kering can optimize its workforce by consolidating back-office functions like HR, IT, and
finance for smaller divisions. Shared service centers can lower administrative costs and

support scalable growth.

By leveraging these synergies, Kering can achieve greater operational efficiency and strengthen

profitability across its luxury portfolio while maintaining brand uniqueness.

Appendix A3 :- Use the list of 5 segments generated. Act as a financial analyst working in a
Wall Street bank and identify in exactly 300 words five potential revenue synergies within the

diversified business portfolio. Specify which pairs of business segments can generate each

synergy.
Five Potential Revenue Synergies Within Kering's Diversified Portfolio

1. Cross-Selling Opportunities Across Product Lines

Segments: Leather Goods & Accessories and Jewelry & Watches
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Kering can offer bundled product promotions to incentivize customers to purchase across
segments. For instance, a luxury handbag from Gucci could be paired with a matching
high-end watch from Boucheron, increasing average transaction values and customer lifetime

value.

2. Integrated Brand Collaboration for Limited Editions

Segments: Luxury Fashion & Ready-to-Wear and Eyewear

Creating limited-edition collaborations, such as exclusive eyewear collections designed by
renowned fashion brands like Balenciaga or Alexander McQueen, can drive demand. These

partnerships capitalize on brand loyalty and appeal to fashion-conscious consumers.
3. Enhanced Customer Engagement Through Shared Loyalty Programs

Segments: Shoes & Footwear and Luxury Fashion & Ready-to-Wear

Implementing a unified loyalty program across these segments enables customers to earn and
redeem points regardless of the product category. This encourages cross-segment spending

and deepens customer retention.
4. Expansion into Emerging Markets with Unified Strategies
Segments: Jewelry & Watches and Eyewear
By entering new geographies together, these segments can share market intelligence and

retail infrastructure. Emerging markets like China and India offer significant potential for

aspirational products, increasing revenue streams for both divisions.

5. Upselling Opportunities in Premium Product Tiers

Segments: Shoes & Footwear and Leather Goods & Accessories

By showcasing premium product ranges together, such as pairing high-end footwear with
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luxury leather goods in-store or online, Kering can target affluent customers seeking a

cohesive luxury experience, boosting overall sales.

These revenue synergies leverage Kering's brand equity, customer base, and product diversity to

enhance top-line growth while maintaining its position as a leader in the luxury market.

Appendix B1 :- Act as a financial analyst working in a Wall Street bank and provide in
exactly 300 words 5 types of cost synergies that were expected when [Kering] bought
[Courreges] in [24 November 2017]. Specify which business segment of [Kering] could

generate each of the synergies anticipated
Five Expected Cost Synergies from Kering’s Acquisition of Courréges (November 24, 2017)
1. Centralized Production Facilities

Segment: Luxury Fashion & Ready-to-Wear

By integrating Courréges' production into Kering’s existing manufacturing hubs, the
company could achieve economies of scale in fabric sourcing and apparel production. Shared
production lines would reduce per-unit costs for both Courréges and Kering's other fashion

brands like Gucci and Balenciaga.

2. Streamlined Distribution Channels

Segment: Leather Goods & Accessories

Courréges, while primarily a fashion brand, had the potential to expand into leather goods.

Using Kering's established global distribution network, shared logistics would lower costs
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associated with warehousing and last-mile delivery, benefiting both Courréges and Kering’s

leather goods segment.

3. Shared Marketing Resources

Segment: Shoes & Footwear

Kering’s sophisticated marketing capabilities, including its digital platforms and global
advertising campaigns, could reduce Courréges' individual marketing expenses. A joint
campaign featuring Courreges footwear alongside established Kering brands would allow for

cost-sharing across the portfolio.

4. Back-Office Integration

Segment: Jewelry & Watches

Although Courréges did not operate in this segment, back-office functions such as HR, IT,
and finance could be centralized across all divisions, reducing redundancy and improving

operational efficiency, particularly for smaller or newly integrated brands.

5. Optimized R&D for Sustainable Materials

Segment: Eyewear

Courréges was known for its futuristic designs and use of innovative materials. Aligning
R&D efforts with Kering Eyewear's technology development could lead to shared

advancements in sustainable materials, lowering costs across both divisions.

These cost synergies reflect Kering’s strategy to leverage its scale and expertise, ensuring

Courréges’ integration enhances efficiency and aligns with its broader luxury portfolio.

Appendix B2 :- Act as a financial analyst working in a Wall Street bank and provide in

exactly 300 words 5 types of revenue synergies that were expected when [Kering| bought
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[Courreges] in [24 November 2017]. Specify which business segment of [Kering] generated

each of the synergies anticipated.
Five Expected Revenue Synergies from Kering’s Acquisition of Courréges (November 24, 2017)

1. Expansion of the Ready-to-Wear Portfolio
Segment: Luxury Fashion & Ready-to-Wear
Courreges’ distinctive avant-garde aesthetic complemented Kering’s existing fashion
brands like Gucci and Saint Laurent. By adding Courréges to its portfolio, Kering could
attract younger, fashion-forward consumers, broadening its market reach and driving
additional sales in the ready-to-wear segment.
2. Cross-Promotion Across Brands
Segment: Leather Goods & Accessories
Although Courreges was initially focused on fashion, its designs had the potential to
inspire new lines of leather goods. Kering could bundle Courréges-inspired leather
products with existing offerings from brands like Bottega Veneta, boosting overall sales
across complementary product lines.
3. Leveraging Courréges’ Brand for Footwear Innovation
Segment: Shoes & Footwear
Courreges’ futuristic style offered an opportunity to launch innovative footwear
collections. Pairing its unique designs with Kering’s production expertise could enhance
footwear offerings and increase revenue from collaborations and limited editions.
4. Global Market Penetration
Segment: Eyewear
Courréges' iconic designs were well-suited to eyewear collaborations. Kering Eyewear
could capitalize on Courréges’ brand recognition to create high-margin sunglasses and
optical frames, particularly appealing to fashion-conscious consumers in global markets
like Asia and the Middle East.
5. Revitalization of the Courréges Brand

Segment: Jewelry & Watches
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Kering could extend Courréges’ avant-garde identity into high-end jewelry or watch
collections. Limited-edition Courréges-inspired pieces could appeal to affluent customers

seeking unique luxury items, increasing revenue in the jewelry and watches segment.

These revenue synergies highlighted Kering’s ability to maximize Courreéges’ potential while
strengthening its overall luxury portfolio, enhancing both brand equity and financial

performance.

Appendix B3 :- Act as a financial analyst working in a Wall Street bank and provide in
exactly 300 words 5 major challenges posed by the post-merger integration when [Kering|
bought [Courreges] in [24 November 2017]. Specify which cost synergy or revenue synergy is
most likely to be affected by each of the challenges identified.

Five Major Challenges in Post-Merger Integration of Kering and Courreges

1. Cultural Misalignment

Impacted Synergy: Expansion of the Ready-to-Wear Portfolio (Revenue Synergy)

Courreges’ avant-garde, futuristic style could clash with Kering’s established luxury culture,
particularly brands like Gucci and Saint Laurent. Differences in creative direction and
management philosophy could delay new product launches, slowing revenue growth in the

ready-to-wear segment.
2. Operational Integration Complexity

Impacted Synergy: Centralized Production Facilities (Cost Synergy)

Aligning Courréges’ manufacturing processes with Kering’s established operations could
face delays due to differences in production scale and technology. This could temporarily

raise costs and reduce the expected efficiency gains from centralized facilities.
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3. Brand Positioning Confusion

Impacted Synergy: Cross-Promotion Across Brands (Revenue Synergy)

Positioning Courreges alongside Kering’s existing luxury brands without diluting its identity
would be challenging. If Courreges is perceived as too similar or too niche, it may fail to
generate incremental revenue through cross-promotions with leather goods or other product

categories.

4. Underestimation of Market Adaptation Time
Impacted Synergy: Global Market Penetration (Revenue Synergy)

Introducing Courréges into new global markets may require more time than anticipated,
given its niche appeal. Delays in establishing distribution networks and generating brand

awareness could hinder short-term revenue growth from global expansion.

5. Integration of IT and Back-Office Functions
Impacted Synergy: Back-Office Integration (Cost Synergy)

Consolidating HR, IT, and finance functions could face delays due to incompatible systems
or resistance from Courréges’ existing teams. This would postpone cost savings from

administrative streamlining and increase short-term operational expenses.

Each challenge underscores the need for strategic planning and effective execution in mergers, as
missteps can significantly impact anticipated cost and revenue synergies, delaying the realization

of post-merger value.

Appendix C1 :- Act a financial analyst working in a Wall Street bank and provide in
exactly 300 words 5 types of cost synergies that could be expected if [Kering] buys
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[Farfetch]. Specify which business segment of [Kering] could generate each of the synergies

anticipated

Cost Synergies Expected if Kering Buys Farfetch
1. Centralized Logistics and Distribution

o Segments Involved: Emerging Luxury and Digital Ventures, Eyewear and
Jewelry

o Synergy: Farfetch’s advanced logistics network for global delivery can
integrate with Kering’s existing operations. Shared warehousing and last-mile
delivery optimization will reduce transportation and storage costs.

2. Shared Technology Infrastructure

o Segments Involved: All Segments

o Synergy: Farfetch’s proprietary e-commerce platform can replace or integrate
with Kering’s digital infrastructure. Centralizing IT operations reduces
software maintenance and development costs.

3. Joint Supplier Contracts for Digital and Luxury Goods

o Segments Involved: Leather Goods and Accessories, Luxury Fashion

o Synergy: Kering and Farfetch can negotiate better supplier terms for raw
materials (e.g., fabrics, leather) and digital services (e.g., cloud hosting) due to
combined purchasing power.

4. Integrated Marketing Campaigns

o Segments Involved: Luxury Fashion, Emerging Luxury

o Synergy: Combining marketing efforts (e.g., digital ads, influencer
partnerships) under one strategy eliminates duplicate spending and increases
brand reach efficiency.

5. Streamlined Corporate Overheads
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o Segments Involved: All Segments
o Synergy: Merging HR, finance, and administrative functions can eliminate

redundancies and achieve economies of scale in back-office operations.

Appendix C2 :- Act a financial analyst working in a Wall Street bank and provide in
exactly 300 words 5 types of revenue synergies that could be expected if [Kering] buys
[Farfetch). Specify which business segment of [Kering] could generate each of the synergies

anticipated

Revenue Synergies Expected if Kering Buys Farfetch
Expanded Customer Reach Through Digital Channels

e Segments Involved: Emerging Luxury and Digital Ventures, Leather Goods and
Accessories
e Synergy: Farfetch’s platform connects Kering to millions of global users, boosting

sales by providing exposure to younger, digital-first luxury buyers.

Cross-Promotion Across Platforms

e Segments Involved: Luxury Fashion, Eyewear and Jewelry
e Synergy: Kering can cross-promote its brands on Farfetch’s marketplace, increasing
sales across product lines through tailored recommendations and upselling

opportunities.
Personalized Shopping Experiences

e Segments Involved: Luxury Fashion, Emerging Luxury
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e Synergy: Leveraging Farfetch’s Al-driven personalization capabilities enhances
Kering’s e-commerce platforms, increasing customer satisfaction and repeat

purchases.
Exclusive Online Drops and Collaborations

e Segments Involved: Luxury Fashion, Eyewear and Jewelry
e Synergy: Limited-edition Kering products launched on Farfetch create exclusivity,

driving demand among Farfetch’s existing premium customer base.
Global Market Expansion

e Segments Involved: Emerging Luxury and Digital Ventures, Lifestyle and Home
e Synergy: Using Farfetch’s extensive global logistics and market data helps Kering
enter new regions (e.g., Latin America, Southeast Asia), enhancing revenue streams

in underserved markets.

Appendix C3 :- Act as a financial analyst working in a Wall Street bank and provide in
exactly 300 words five major challenges posed by the post-merger integration when
[Kering]| bought [Farfetch in [2025]. Specify which cost synergy or revenue synergy is most
likely to be affected by each of the challenges identified.

Challenges in Post-Merger Integration of Kering and Farfetch
1. Cultural Misalignment

o Impacted Synergy: Personalized Shopping Experiences (Revenue Synergy)

o Challenge: Farfetch’s tech-focused, fast-paced culture may clash with
Kering’s traditional luxury ethos. This mismatch could delay integration of
e-commerce personalization features.

2. Operational Integration Complexity

o Impacted Synergy: Centralized Logistics and Distribution (Cost Synergy)
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o Challenge: Merging Farfetch’s logistics with Kering’s distribution networks
may face inefficiencies due to differing systems and scale.

3. Brand Cannibalization Risks

o Impacted Synergy: Cross-Promotion Across Platforms (Revenue Synergy)
o Challenge: If Farfetch prioritizes marketplace visibility over individual
Kering brands, it could dilute brand identity and harm long-term value.

4. Over-Reliance on Digital Sales

o Impacted Synergy: Expanded Customer Reach (Revenue Synergy)

o Challenge: Heavy reliance on Farfetch’s digital ecosystem may limit Kering’s
flexibility in diversifying revenue sources, especially in markets with limited
internet penetration.

5. Data and Privacy Challenges

o Impacted Synergy: Shared Technology Infrastructure (Cost Synergy)
o Challenge: Aligning customer data across platforms poses risks of data
breaches or regulatory compliance issues, especially in regions with strict data

privacy laws.
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