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Key Insights & Recommendation

• All segments of customers prefer low price products

• Model based on Cluster Analysis at k=3

• A Priori Segmentation based on Age, Gender

                 Interact with 4 Attributes: Price, Size, Motion, Style

• Suggestion for new product line:�Product 4, 16

Product 4: 26’’ Racing Bouncing Horse priced at $119.99

Product 16: 26’’ Glamour Rocking Horse priced at $119.99



Cluster Plots
Optimal Num of Cluster : k = 3

K = 3 looks reasonable
K = 4, 9, 14: Clusters have a lot of overlap



Cluster Analysis with k=3

Cluster Insights:
• Black:  26’’ Racing Bouncing Horse at $119.99
• Red:     26’’ Rocking Glamour Horse at $119.99
• Green: 18’’ Rocking Glamour Horse at $119.99



A Priori Segmentation

Segment Intercept Price - $119.99 Size - 26 inches Motion - Rocking Style - Glamour

Male 36.57 16.86 3.85 -0.76 -1.89

Female 40.87 13.51 7.76 2.91 3.73

2 Years Old 39.55 14.41 3.85 2.80 1.19

3-4 Years Old 38.25 15.67 8.02 -0.32 1.10

• Variables: Gender , Age

Ideal Product for Segments:

• Male – 26’’ Racing Bouncing Horse priced at $119.99.
• Female – 26’’ Glamour Rocking Horse priced at $119.99

• 2 Year Old Children – 26’’ Glamour Rocking Horse priced at $119.99
• 3-4 Year Old Children – 26’’ Glamour Bouncing Horse priced at $119.99



Market Simulation Under Scenarios
Assumption:
• Currently, our competitor launched a product priced at $139.99. 
• In order to gain market share, competitor will lower price to $119.99

• Competitor would switch from Profile 7 to Profile 8

Current Market:
• Product line with Profile 5 & Profile 13.



Market Simulation Under Scenario

• Based on A Priori Segmentation, we target at male and female customer: Profile 4 & 16.

• Because of low market share and cannibalizaiton in Profile 5, we drop it.



Market Simulation Under Scenario

• In order to gain more market share, we drop both existing products and only launch new product lines.
• Based on Cluster Analysis, we add Profile 14 into scenario 
• Scenario with Profile 4, 16 is the BEST choice with highest profitability.



Appendix
Interaction Regression with Variable “Age”



Appendix
Interaction Regression with Variable “Gender”



Appendix
Interaction Regression with Variable “Gender - Male”



Appendix
Interaction Regression with Variable “Gender - Female”



Appendix
Interaction Regression with Variable “Age – 2 Years 
Old”



Appendix
Interaction Regression with Variable “Age – 3~4 Years Old”



Appendix
The other scenarios I make



Appendix
The other scenarios I make


