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CONNECTING MARKETING TO FINANCE

Richard Haigh, Managing Director , Brand Finance plc

November 2018




Brand Finance

Bridging the gap between marketing and finance

» Expert on brand valuation for tax and accounting purposes
particularly in the Financial Services, Telecoms and Banking
sectors

 Led valuation projects to aid decision making on Brand
Hierarchy, Brand Architecture, Portfolio Management, and
Brand Positioning

« Chartered Accountant ACA, BA (Oxford), CIM

Richard Haigh

Managing Director

Brand Finance’



A History of Brands on the Balance Sheet
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The Development of Accounting Treatments for Brands

1988 2002 2004
FRS10 FAS141 FRS3
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International Standards: ISO 10668

‘Best Practice’ requirements for a brand valuation to be ISO compliant
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Various approaches to Brand Valuation

1SO:10668 Approaches
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New ISO Standard ISO 20671

Brand Development

INPUTS

Brand Strength & Brand Performance

OUTPUTS

Monetary Value

Brand Support

Brand Activities

Legal

Customer/
Stakeholders

Market

Economic
Political

Financial

BRAND
STRENGTH

BRAND
PERFORMANCE

FINANCIAL
RESULTS

BRAND VALUATION

1. Income Approach
2. Cost Approach
3. Market Approach

Brand Finance’



What Does The Future Look Like?

The whole question of brands is now a matter of much higher public policy, stimulating a
global debate around stricter financial reporting and the need for IP disclosure on the

balance sheet

g

MASB:

Has been widely promoting the
new ISO 20671 standard

19th Party Congress:

President Xi emphasised
the need for China to invest
in brands

Brand Finance’
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Brand Finance’

Contact us

Richard Haigh managing Director
Brand Finance plc

E. rd.haigh@brandfinance.com

T. +44 207 389 9400

Brand Exchange

3 Birchin Lane
London, EC3V 9BW
United Kingdom

Brand Finance is the leading brand valuation and strategy firm,

helping companies to manage their brands for improved business results.

www.brandfinance.com
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BRANDZ

BRAND VALUATION SERIES

KANTAR

BRANDZ

VALUABLE
GLOBAL
BRANDS

INCLUDING BAV
BEST COUNTRIES
STUDY




MMMMM

Strong Brands generate superior shareholder returns 1 i

BrandZ™ Strong Brands Portfolio vs. S&P 500 vs. MSCI Index
BrandZ™ Strong
Brands Portfolio
172.1%
S&P 500
Apr Apr
2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016 2017 2018

KANTAR




The most successful brands have stronger brand equity

POWER INDEX: 12-year value change for the SAME brands 2006 to 2018

Pw

POWER

Low HIGH

BRAND
EQUITY
IS KEY

KANTAR MilIWARDEROWN 3

(Average brand = 100) \x / PP



418

CATEGORIES

122Kk

BRANDS

BRANDZ

3.6m THE LARGEST BRAND BUILDING 5.1bn
CONSUMERS PLATEORM IN THE WORLD DATA POINTS

Est. 1998

KANTAR MM/ VWARDBEROW, 4 WPP



BrandZ Valuation Process o

STEP 1: STEP 2: STEP 3:
FINANCIAL VALUE ($) BRAND CONTRIBUTION (%) BRAND VALUE
Financial value under the name of the brand. Proportion of financial value generated by the

brand’s ability to increase purchase volume and
charge a premium.

Source: Bloomberg Source: BRANDZ

IKANTAR CONSULTING
ICANTAR WL 'RLDPANEL

IKANTAR M1 VWARDBROWN 5 WPP



Our model of consumer decision making

{ Meaningful

’J Power

);L |
Y@y

Different

-

> <
V‘V

‘ Premium

Ibudl

Brand

Associations

o
‘ Salient

Brand

Predisposition

Predisposition and in-market activation allow us to determine what drives your
financial performance and the best way for you to leverage volume share and/or to
justify your price point now and in the future.

‘ Potential

KANTAR M| WARDEROWN

Facilitators

In-Market

WPP



Our three key metrics of brand predisposition

POWER
‘ is a prediction of the brand’s volume share based purely on brand perceptions
Are consumers predisposed to choose the brand over others?

> A PREMIUM
’ is a prediction of the price index a brand can charge based purely on perceptions
Are consumers predisposed to pay more for the brand?

POTENTIAL
is the probability that the brand will grow value share based purely on brand perceptions
0 Are consumers predisposed to stick with the brand in future or try it?

All three predisposition metrics are based on the same ingredients (Meaningful,
Different and Salient) combined differently. All three are validated to in-market results.

IKANTAR M1 WARDBROWN 7 WPP



Marketing Accountability
Standards Board of

the Marketing
Accountability
Foundation

FRANK FINDLEY

MASB Executive Director & Chief Advisor of the MMAP Centre

By putting the Meaningfully Different
Framework through the MMAP protocol,
Kantar Millward Brown has shown its

commitment to developing disciplined,
validated tools that link to financial
outcomes and help marketing leaders
make confident investment decisions

IKANTAR M1 \WARDEROWN 8 W PP
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Financial - Proportion of value (Brands in Top 100)
Shift in value from Global Banks to Payments and Regional Banks

2006 2018 12 Year
% % Value change
INSURANCE +213%
+46%
GLOBAL BANKS +516%
REGIONAL BANKS +1402%
PAYMENTS




HDFC - Re-focussed purpose and brand experience
T} HDFC BANK

-
Meaningful Brand —
Difference Experience Purpose Brand Value

118%

Average brand = 100
(Difference from 2015) +14 +9 +9

I(ANTAR M ] | |WARDBROWN i Data: Banking & Financial transactions, India 2015/2018 WPP



BCA (Newcomer) — a healthy brand

B Regional Banks
[1 BCA

Brand Health (vQ score)

Brand Purpose

Innovation

Communication

Brand Experience

Brand Love

KANTAR M| WARDEROWN
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BCA (Newcomer) — not encumbered by negatives

B Regional Banks
[1 BCA

Dishonest

Uncaring

Arrogant

KANTAR M| WARDEROWN
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113

110

AVERAGE
BRAND
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PayPal builds brand equity and value is delivered
PayPal 9 year progress

$35,440m
® .+ 260% in
/ 4 years
/
!
151
121
100 g 110
e —ARDUINETFOISEI ORI ST o e, AVERAGE BRAND =100
74
66 $9,833m & =
2009 2014 2018

— Meaningful — Different — Salient — Value

IKANTAR M1 VWARDBROWN 14 WPP



Top 100 most valuable global brands 2018
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BRAND VALUATION SERIES
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Measuring
brand equity

Martin Bellingham, Head of Insight, AXA UK IE



Brief:

All brands strive to have positive perception among consumers, which is shaped heavily by their
experience with, and knowledge of, the brand.

As a result, many agencies produce reports aimed at measuring brand equity, which could help
FS companies to differentiate themselves from competitors.

Unfortunately, all agencies use different metrics and place value on different things, asserting
their metric is the most important. Brand rankings also use vastly different methods to measure
equity but even if they use the same metric, methodologies differ hugely.

e With little consistency, do these rankings have any real value to FS marketers?

* Should businesses have a stronger point of view about which metrics really matter?

 Can companies use them to improve their brand’s equity and change the way they interact
with consumers?



Do these rankings have real value to MS marketers?

* Yes —we need something!
* Plea for clarity and consistency
e Remember our stakeholders:

— Internal
— External
— Customers



Should businesses have a view?

* Yes
* Make it dynamic

* Again we need to remember our stakeholders!



Greater contextual classification required to help companies make them
more relevant and useful

* Relevance of brand equity to support company strategy

— "

W Sainsbury’s Qyorn
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Autumn Members’ Conference

13 November 2018

Les Binet, Head of Effectiveness, Adam & Eve DDB

John Hoffmire, Affiliated with programs at Oxford and the University of Wisconsin
Richard Pash, UK Marketing Director, Zurich

John Almond, Communications Strategy Consultant

Claire Mason, CEO, Man Bites Dog

Register on www.thefsforum.co.uk
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http://www.thefsforum.co.uk/

Forthcoming The Financial Services Forum Events

« Gender Pay Gap — 08 November 2018
« Webinar: Auto Enrolment: Maintaining the Momentum — 09 November

« How Worried Should We Be? — 15 November 2018

For more 2018 events go to: www.thefsforum.co.uk/events/
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