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What is Marketing?

A

A Focus on short -term performance measures
A Stock Market perspective
A

Financial Markets Research in Marketing
A Value - Relevance
A Mis-Pricing
A Issues
A Marketing Metrics
A Methods

~

A Marketing Accounting
A Consequences for Marketing Management

Note: This talk draws upon research of various colleagues and some of mine.
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The impact of marketing on
financial performance is
not well understood
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Overwhelming focus on short-
term performance measures

A Examples of Marketing Metrics

(AMarketing Metrics: The Definitive Guide to Measuring Mar
Reibstein, 2010;

Consumer
(non -fin)
AFamiliarity AMarket share AUnit margin ANo. customers  ANet profit
AAttitude ARelative market AMargin (%) ARecency AROS
APerceptions  share AChannel ARetention rate AROI
APreference AMarket margins ACustomer APayback
AChoice penetration APrice profit ANet present
Awillingness  AWillingness to AViktg spend ACLTV value (NPV)
to pay search AContribution AProspect life Anternal rate
ACustomer Awillingness to per unit time value of return (IRR)
satisfaction recommend AContribution Mverage AReturn on
margin (%) acquisition cost mktg
ABreak -even AAverage investment -
sales retention cost ROMI
A Lodish, Leonard M. and Carl F. Mela (2007), nlf Brands are Bu

Years, Why are They Manage dHawarkBusin€ss Raviewe r,s ?
85 (7/8): 104 -112.
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Martha Stewart Living Omnimedia, Inc.
2002 ImClone Scandal
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Martha Stewart Living Omnimedia, Inc.
2002 ImClone Scandal
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Martha Stewart Living Omnimedia,
Inc. 2002 ImClone Scandal

2 $40.00
+ $35.00
15 143
+ $30.00
D
5 1 + $25.00 §
= o
= W $20.00 &
[ (@]
E O 5 L L] *(7;
=
- $10.00
O T T T T T = T —
-0.12 0.01 Hg - $5.00
-0.5 $0.00
— — — AN (V] N ™ ™ (qp)] <t <t <t L0 L0 L0 O O O
Q@ Q Qo Q@ Q@ 9 Q@ Q@ 9 Q@ Q@ 9 Q@ Q 9
c > o c > o cC > o c > o c > o C > o
S © © S © S
S FS =SS SHESHS 2
™ Brand Health Index = MSO stock price

Source: Mizik N., OAssessMSIg0o916he Tot al Financi al Per

7

Columbia Business School Natialiiie: Miatiukn@ Mar ket i ng 0MASB March 2010 Board Meeting



Stock Market reaction can be used
to ascertain total long-term impact

Figure 1. The Dynamic Performance Impact ofMarketing Assets
Stylized Theoretical Framework
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Stock Market reaction can be used
to ascertain total long-term impact

Figure 2. The Dynamic Performance Impact ofMarketing Assets
Modeling Framework
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Figure 3. The Dynamic Performance Impact of Marketing Assets:
Estimation Framework
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Profitability Impact of Brands

A Mizik N. (2009), NAssessing the Tot
Performance Impact of Marketing Assets with
Limited Time -series Data: A Method and an
Application to BrandSE®UI-t vy
116

~ 10% - ofiimpact realizedisame -year

~ 90% - ofiimpact realizediin-thei futtire
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Financial Markets Research
(in Marketing):

1.. Value~-Relevance

(long -term performance consequences of mktg)

u  Event Studies , short -window (celebrity endorsements,
new product announcements)

u  Stock Return Response Models , longer -window (for
continuous measures of Mktg Asset)

2. Mis -Valuation

(mis -pricing anomalies, i.e., delays in market reaction to new
value -relevant information)

it  Test martingale process( E(Py, | ny) = P)
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