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Short Description

Descripción: This presentation provides an introduction to brand valuation and, among other things, discusses some of th...
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as the contribution of brands has become appreciated so has the need to value them



“...customer equity is the preamble of financial equity. Brands have financial value because they have created assets in the minds and hearts of customers.” Jean-Noël Kapferer



“...customer equity is the preamble of financial equity. Brands have financial value because they have created assets in the minds and hearts of customers.” Jean-Noël Kapferer



in this session



the value contribution of the brand brief history of brand valuation types of valuation models review of four valuation models the looming brand bubble



brand valuation is one type of measure, and a relatively new one



has risen in prominence as the brand’s contribution to the market capitalization of an organization is appreciated



80% of Google’s $125 billion market capitalization is attributed to its brand



100 Best Global Brands



Coca-Cola 2009 Rank: 1 (1 in 2008) 2009 Brand Value: $68,734m (3%)



100 Best Global Brands



IBM 2009 Rank: 2 (2 in 2008) 2009 Brand Value: $60,211m (2%)



100 Best Global Brands



Microsoft 2009 Rank: 3 (3 in 2008) 2009 Brand Value: $56,647m (-4%)



100 Best Global Brands



GE 2009 Rank: 4 (4 in 2008) 2009 Brand Value: $47,777m (-10%)



100 Best Global Brands



Nokia 2009 Rank: 5 (5 in 2009) 2009 Brand Value: $34,864m (-3%)



33% average contribution to value of a company



15%



average contribution to value of a company in an emerging market



the rise of brand valuation



the valuation of brands started to emerge in the 1980s
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Former UK-based Grand Metropolitan was the forefront of placing the value of brands on a balance sheet



British firms used brand valuations primarily to boost their balance sheets



in 1988, UK food conglomerate RHM relied heavily on its brands to defend itself against a hostile takeover



treatment of acquired goodwill changes



the big difference is that brands are no longer amortized over their useful life



they can now claim indefinite life and their value assessed annually
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better but no cigar just yet



brand valuation useful for



in mergers and acquisitions by more accurately assessing the value of the various parties



decisions on business investments and performance by making brand asset comparable to other company assets



decisions on brand investments within a brand portfolio, market segmentation or distribution channel



decisions on the cost of licensing the brand to subsidiaries or third parties



raising of funds by allowing brands to be used as collateral



but which brand valuation to use therein lies the problem



2008



Brand



$m



Brand



$m



1



Coca-Cola



66 667



Google



86 057



2



IBM



59 031



GE



71 379



3



Microsoft



59 007



Microsoft



70 887



4



GE



53 086



Coca-Cola



58 208



5



Nokia



35 942



China Mobile



57 225



in South Africa, Interbrand valued Vodacom’s brand at R6,5 billion and Brandmetrics valued the brand at R21 billion.



the answer lies in very different approaches



valuation approaches



market research | financial analysis



market research financial analysis



financial segments into three



Cost approach - amount of money required to reproduce the brand



Market approach - also known as the comparable approach to similar brand transactions



Income approach - argues that the value of the brand is the discounted cash flow from future earnings attributable to the brand



four valuation models



Millward Brown



Y&R



Interbrand



Brand Metrics



TBWA



WPP



Omnicom



“When given a monetary value, a brand increases its power as a business driver and planning tool” Joanna Seddon CEO Millward Brown Optimor



Collecting the data



Data for the evaluation is first drawn from the researched opinion of thousands of brands in 17 categories by knowledgeable consumers and B2B customers across 31 countries



Bonding



The brand’s advantages are unique: “it’s my brand”



Advantage



The brand is better than most brands in the category



Performance



The brand is acceptable quality and does what it is supposed to



Relevance



The brand meets their needs



Presence



They are aware of the brand



No Presence



Have not heard of the brand



Data for the evaluation is also is sourced from Bloomberg, analyst reports, Datamonitor industry reports, and company filings with regulatory bodies.



corporate earnings branded earnings branded intangible earnings



branded earnings



branded intangible earnings X brand contribution



Portion of intangible earnings attributable to the brand, this percentage originates from the consumer and B2B customer research



“The Brand Contribution is rooted in real-life customer perceptions and behavior, not spurious ‘expert opinion’: in some categories, brand is important — luxury, cars, or beer, for instance. In categories like motor fuel, on the other hand, price and location play a very strong role. Furthermore, as markets develop, consumer priorities and the role of brand may change.” Millward Brown BrandZ 2009 report



branded intangible earnings X brand contribution X brand multiple



Growth potential of the branded earnings is taken into account. The multiple, that ranges between one and ten, is derived from financial projections, market valuation and Voltage



BrandAsset Valuator (BAV) is Young & Rubicam's comprehensive global database of consumer perceptions of brands: 350,000 consumers,19,500 brands, 44 countries, 173 studies since 1993



The BAV research is based on four key pillars: differentiation, relevance, esteem and knowledge



Differentiation Measures the strength of the brand’s meaning and distinctiveness. Successful brands are strongly differentiated. The more differentiated, the more likely it will be used and less likely it is to be substituted.



Relevance If a brand is not relevant, or personally appropriate to consumers, it will not attract or retain them. Relevance powers penetration.



D>R The most healthy brands have greater differentiation than relevance. “Room to grow, brand has power to build relevance”.



Relevance



Differentiation



Relevance



Differentiation



Relevance + Differentiation = Brand Strength



DK More esteem than knowledge means “I’d like to get to know you better”. The brand is better liked than known.



Knowledge



Esteem



Esteem



Knowledge



Esteem + Knowledge = Brand Stature
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