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Diversification and Acquisitions
LVMH focused on diversification into other industries and product categories because the management identified the need to avoid the unpredictability of any single sector. The company diversified into alcohol and selective retailing to supplement its core fashion business. This enabled LVMH to protect itself against changes that may occur in any one industry at any time. LVMH diversified by acquiring popular and prestigious brands in the alcohol, fashion and retailing sectors. The management identified the potential of the acquired brands and entered those sectors with the knowledge that there was available revenue that LVMH could generate from those sectors. The champagne and wine sectors were considered under-served industries that LVMH could exploit to fill the additional demand globally. Diversification by LVMH allowed the company to achieve more success as it reduced the impact of volatility on its revenue particularly in their core fashion business whose nature is to associate with the trending factors. The financial success is highlighted by the steady increase in revenue on an annual basis. LVMH acquired multiple prestigious brands to safeguard its position in the industry as majority of customers in this industry are prone to purchasing across brands. 
The diversification into alcohol, selective retailing, perfumes, cosmetics, jewelry and other activities enabled LVMH to expand its revenue streams and eliminate the dependence on a single industry. This is the main reason why it was necessary for LVMH to compete in all the segments it has a presence in. Fashion and leather goods as a product line is the most important for future growth and profitability as it is the core segment of the company and generates more revenue than the other product lines. Fashion items and leather goods made by Louis Vuitton remain highly desired across the world and this product line does not require extensive marketing or value pricing strategies. The product lines that should be discontinued are the luxury yacht production and leisure park segment. These product lines offer minimal profitability potential and do not have the advantage of a high growth ceiling.
From this case, the main conclusion is that corporate diversification and acquisitions offer numerous benefits if aimed at the right segments and brands. Companies with sufficient capital funding can greatly expand their revenue by acquiring brands that hold extensive potential or are already highly regarded by customers. Companies can also achieve more financial success by diversifying into segments that have profitability potential. This is ideal even when those other segments are unrelated to the core business of the company. The major disadvantage that arises is the possibility of losing focus on the core products of the company or failing to build on the best products of the company. It is important for organizations to be aware of their best products in order to avoid losing their profitability in the effort to diversify across other segments.
