When to invest in brand marketing
(not just performance!)
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We are people people

We find the numbers that are going to make the biggest impact on your business
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Time to change
But there's resistance

What if you don't?

Good first steps in a new
direction

Brand Building is changing

Measuring Brand Building
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Our data suggests that optimal spend is around 5%

Data points to value for money peaking at around 5%

Revenue returned per £1 of advertising spent vs % of turnover spent on media
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2.5% 5% 71.5% 10% 15% 20% 30%+
Media budget as % of turnover
-o-All businesses -o-Mainly sell online
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Around the world, most advertisers don’t spend enough

' Percent of brand revenue reinvested in media*

. ROI for ad spend index**

':-:' Global average ROl index 100

North America

- -

Latin America
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Last-click attribution can overestimate the impact of short-term drivers

Attribution efficiency errors vs
econometrics

-150% -100% -50% 0% 50% 100% 150% 200% 250%
Where attribution
overestimates

Where attribution
DRTV Underestimates
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Smaller businesses get high ROI using performance media

When you're relatively small, these are the channels that pack the most punch

Smaller businesses, ROI < £1.5 Smaller businesses, ROI > £1.5
(106 advertisers) (18 advertisers)

OOH; 8%

SOCiGI; 9% OOH; 4%

Display & video; 18% Lots more social Social; 20%

Display & video; 9%
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When you're small, you can grow a lot via your own “demand pool”

Demand pools model is a way of categorising purchases that might happen in the category

Customers

Amenable
Unaware and/or i g
not ready to buy anglli):\
right now market now
Build demand quvegt
via e.g. online demand via e.g.
video, TV, paid search

posters

Source: Adapted from a model by Tom Wallis




Your pool of demand can be “fished” more or less

Depending on how much you spend

Unaware and/or
low intention to
purchase

Reached with demand harvesting
ads
W "'Unfished"

Customers




Spending more means reaching ever more of the pool

Eventually you've reached almost everyone, the remainder are the least likely to convert

Customers

Unaware and/or
low intention to
purchase

o
Reached with demand harvesting C

ads
B 'Unfished"




The pool can also shrink in ways that are not in your control

e.g. in 2024 consumers budget crunch is causing pools for luxuries to shrink

With a shaky economy
demand may shrink

Customers




“Your CPC goes up significantly, so your cost per
engagement goes up significantly. And you're
getting over what your target CPA is.
Everything's become inefficient”

(Tom Beardmore, Owner of Chamber, an Independent Measurement Agency)




It is a typical stage in the life of a business

It's a consequence of success, when you've already reached everyone that's easy to convert

Sales from
advertising

=" Demand

Performance Pty building
plateau T adse.g. TV,
L e online video

Synergy Synergy

Synergy

Demand harvesting ads e.g. paid search and social
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A real life example

It happens time and time again

Sales from advertising

Performance
plateau

W Always on digital TV
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Source: Magic Numbers econometrics, taken from the experience of several real life scale ups




Demand building advertising fills your pool

Producing new demand for your social and search to harvest

Customers

Unaware or not
ready to buy right
now

Build demand

via e.g. Out of

Home, online
video, TV




t there’s resistance




“I spoke to him about brand building. He was
like, ‘'yeah, I'm not trying what you want to do.
| don’t want to become a household name
and be famous. | just want to put a £1 in and
get £50 back™

(Most senior marketer in UK scale up)




3 wins for your performance marketing team

Demand building is for them too — it's easier to harvest demand if there is more demand there to harvest

Lots of visits, many with a free or cheap journey to you

Gets you off the plateau — growth from harvesting demand

can continue again

Search marketing works better, higher rankings, lower CPC,
more efficient
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Demand building makes your search work better

It improves click through rates on paid search

Click through rate on paid search
(e-commerce)

0,70%
0,69%
0,69%
. .
0-2 3-5 6-8 8+

Brand reputation score out of 10

+
magic
Source: Mu and Zhang, Journal of Academy of Marketing Sciences (2021) WOorks




The algorithms respond

via organic rankings, quality score and cost per click available to you

Demand
building

Direct traffic

Demand
building

Organic search click Time to long click

through rate and so ranking Organic traffic

Online adspend
Paid search click Quality score and

Demand
building

through rate cost per click

+
magic
Source: Magic Numbers, taken from the experience of several real life scale ups
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Airbnb case study

An example of what happens when you do demand building

@ Brian Chesky  @bchesky - May 3

Mext, we changed our approach to marketing. When travel stopped, we

@ Brian Chesky £ @bchesky - May 3

By 2021, we started investing in brand marketing again, but reduced our

paused all performance marketing and shifted our focus to PR (there have overall marketing spend from 34% of our revenue in 2019 to 20% in 2021

been 1M+ stories written about Airbnb since then)

Q 9 11 103 =7

“search engine
hits are the

p I’IO I’ItY" Airbnb is proQiding a home fo:: th e I‘Ig ht S h ift"

) 605 iy

N Y i‘& u
ua — we made that
RE | 7 0 5
:JI. FAUT PRBTEGER I.Es REF“G‘E s ) | { ’ Made possible by Hosts S h Ift G n d It h G S

turned out to be

Afghanistan’s refugees

2008
Launch
with
shared
stays idea

2019 2021 Today
Switch to IPO was successful Profit surge
demand
building First large scale Marketing costs

from brand campaign down 44%

search-led
strategy Web traffic +20%,

90% direct

Source: Marketing Week, Wall St Journal, Airbnb
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Another way to get off the plateau is to widen your range

To access adjacent pools and so continue to use demand harvesting tools for growth

Sales by product
(vs. time since launch)

Sales

Launch Time since

Source: Magic Numbers econometrics, taken from the experience of several real life scale ups

launch

Sales growth by product
(%)

To revive overall
growth launch more

products
8% 5% 5%
Y1 Y2 VY3 YI Y2 Y3 YI Y2 Y3
Product 1 Product 2 Product 3

Mature
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The 2"d product grows faster

Because there is a new pool of warm prospects online to harvest from

Sales by product Sales growth by product
(vs. time since launch) (%)
Sales 5%
Product 2
New

8% 5% 5%

YI Y2 VY3 YI Y2 VY3 YI Y2 Y3
1 h Ti ) Product 1 Product 2 Product 3
aunc ime since :

launch Mature New Middle aged

magic

Source: Magic Numbers econometrics, taken from the experience of several real life scale ups WOorks




Mature e-commerce businesses have products at all stages

Some in the high growth phase, some just reaching the plateau now, some on it

Sales by product Sales growth by product
(vs. time since launch) (%)
Sales 159,
e 94%
. Product 2
Bred UE T Middle aged
New

8% 5% 5%

YI Y2 VY3 YI Y2 VY3 YI Y2 Y3
1 h Ti , Product 1 Product 2 Product 3

aunc ime since :
GUrEl Mature Middle aged New
magic

Source: Magic Numbers econometrics, taken from the experience of several real life scale ups WOorks




ASOS case study

Rebalancing after years of under-investment in brand, and learning the hard way

As seen on screen Everything More geographies Buying demand  Building demand
— Asos is investing £30m in
- k! BN brand building as it eyes a
e move away from
EU: 31% ‘seductive’ performance
ﬁ UK: 80% marketing
The online retailer wants to be profitable by the end of its 2025
inancial year, as it looks to ‘re-invent’ its marketing efforts.
Lo, UK; 38% ! e o<l
prii
2009 2019

2000 2005 2010 2015 2020-2023 2025
Launch Range now Launchiin Profit More profit Rebalancing
“qs seen includes all USA, warnings warnings in favour of
on screen” kinds of Germany, brand
clothes, France Price cuts 2021 bought
shoes, Topshop
beauty Demand magic
products build Inefficient Wworks
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The right strategy depends on your circumstances

Decide whether to target low cost visits or reach & what kind of messaging is right for you

Memorable
ad
Target low Target
cost visits reach
Informative
ad

magic
works




The right strategy depends on your circumstances

Decide whether to target low cost visits or reach & what kind of messaging is right for you

Memorable
ad

Target low Target
cost visits reach
Be here if: I
Innovative/new product so information is interesting
Low ticket price so people will try it
$hort purchgse cycle don't n.eed to remember Informative
Audience is available at cheap times/in cheap places ad
+
magic
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The right strategy depends on your circumstances

Decide whether to target low cost visits or reach & what kind of messaging is right for you

Memorable
ad

Target low
cost visits

Target
reach

Be here if:
Innovative/new product so information is interesting
Need to scale fast vs well funded competitors
Low ticket price, anyone can try it now

Informative ‘

ad
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The right strategy depends on your circumstances

Decide whether to target low cost visits or reach & what kind of messaging is right for you

Memorable
ad

Be here if: l

High ticket price — you need to convince
Long purchase cycle — must be memorable
Competition is fierce — you need to stand out

Target low Target
cost visits reach
Informative
ad
+
magic
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The build vs harvest split in a study of award winning campaigns
Binet & Field's classic the long and the short of it suggested 60:40

Comparing Demand vs Harvest Binet & Field’s optimal split

splits to campaign outcomes
# large
positive effects

Optimum is at around
40% harvest demand Harvest,

60% build demand 40%

% share for
harvesting

0% 10% 20% 30% 40% 50% 60% 70% 80%

- | magic
Source: Binet & Field nu mbers



It depends on your category

In particular, on how much time people spend considering their purchase in your category

Optimal budget split across demand build vs harvest demand

100%
80%
60%
40%
20%

0%

Perishable Packaged Durables Retail & e- Financial services

Services goods  gpemand Build @ Harvest demand commerce

Harvesting is easier when people research the purchase online, so you need to spend less on it

- ‘ maglc
Source: Binet & Field nu mbers



In normal campaigns the highest ROI budget splits are 65:35

Most businesses that mainly sell online spend too much on harvesting

Harvest vs build split for ordinary Harvest vs build split for good value for
campaigns money campaigns
(572 UK advertisers 2015-2022) (24 UK advertisers with ROI>£10)

Mostly online Mostly physical Mostly online Mostly physical
(all) (all) (ROI>£10) (ROI>£10)

@Build  @Harvest @ Build @Harvest
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Brand that invest more in brand equity have higher ROI
Brands with the highest ROI have at least 30% of their budget into equity marketing efforts

Total Media ROI by Campaign Support

90%

Median ROI increase when moving from a performance
strategy to a mixed approach

Performance Only Equity Only Performance and Equity

Performance Only M Equity Only W Performance and Equity

Analytic Partners mqgic
Source: Analytic Partners ROl Genome GPS Enterprise Works
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There is a new version of the old route to brand building

Because video with default sound on is good for brand building wherever it airs

% of time sitting with a visible ad spent actually looking Longevity of sales effect
at it (months)
27%
20%
89, 10%
B -
Search Paid Social Magazines Online video TV Online video &
display

More capable of holding people’s attention

+
magic
Source: Left, Ebiquity and Lumen, The challenge of attention, Right, ARC WOr ks




But there are also new routes

One is to work with influencers and creators

People trust product/brand recommendations from the creators they follow

Promote in my best Promote reliable Promote affordable Promote good quality
interest products/brands products/brands products/brands

Disagree

magic
works

Source: WARC GWI Zeitgeist 2023, Base = followers of creators that regularly promote products/brands, Kaupal Liitto e-commerce report 2023




Another new route is the “lot of little” campaign

Where no single channel gets everyone for 30 seconds, but the stack delivers enough small exposures

Effect on
sales or

brand metric Synergy: People
4 see different things

that work together \

4th channel

2nd channel

Ist channel

Campaign time
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This strategy gets the benefit of synergies

And the benefit of appearing next to relevant content

Additional payback for the same
budget across 5 channels vs. 1

Brand impact

(Kantar) 234%

ROI, UK

(IPA ARC) 65%

ROI, Worldwide
(Analytic
Partners)

35%

% agreement, statements about
content your ad appears with

| prefer to see
ads that are
relevant to the
content I'm
viewing

81%

I'm more likely to
remember it if
the context is

relevant

70%

I'm more likely to
engage if |
perceive content
nearby to be
high quality

65%
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suring Brand Building




Next step, measurement: Econometrics includes all influences throughout the journey

And can untangle incremental sales from online ads vs sales caused by other things

Offline ‘touchpoints’ Online touchpoints Sales

9 999090 ©

Last click attribution considers the last action only

Where actions on your site are initiated offline and then helped along by online touchpoints
econometrics allocates to events at all stages of that journey
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Econometrics can quantify the short and longer-term impact of advertising

As well as answering your key questions on marketing and non-marketing factors

Justify
spending

Seasonality
and best time
of year for
advertising

Halo effects &
the power of
the master
brand

Allocate across
media channels
to drive short

Optimal

and longer- laydowns

Role of offline
ads in driving
lower CPAs

Effect of price,
promo &
product offering

Quantify the

value of T more Incrementality

of online
advertising

Bulletproof
evidence for

% on brand
metrics

B 7ypical output Hidden useful relationship

Some creatives
have a longer
lasting effect

than others

External drivers:
economy,
weather, covid

your IPA paper
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Analysts test the shape of response over time in models

If its generally a big but short-lived effect its harvesting; if its a smaller but long-lasting its building

Sales effect of spending on demand Sales effect of spending on demand
harvesting, by weeks since airing building, by weeks since airing

Spend —8—Sales from harvesting ads Spend —-o-Sales from building ads
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There are some media channels that are generally better at building demand

And some that are generally better at demand harvesting

HARVESTING DEMAND BUILDING

Paid search Brand TV & sponsorship on TV

Paid Facebook YouTube & online video

Paid Instagram Broadcaster video on demand

DRTV Press (paper and digital)

Radio Out of home (posters)
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Video, especially on the TV screen, is brilliant for building demand

1. The nature of it

Sound on, un-skippable video
advertising is well placed to be
convincing and memorable
because it uses sight, sound,
and motion

If it's on the TV screen, people
might talk about it which will
make it even more memorable

Being on TV signals you're big
and that you have money, and
so in turn, that other people
must like it

Source: Thinkbox

2. If you don’t watch TV ads
you're not normal

186

46

TV with ads Netflix etc

@ Minutes spent watching per day,
UK adults in 2022

3. Meta studies show it works
for demand building

Best of the rest TV

@ % sales uplift achieved over 2-12
months after airing
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If you like this sort of thing,
then you might like our
training.

Scaling Up Works
Still time to join

magic
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Be the expert. Get your voice heard. Grow
www.magicworks.training
@magicworksco

linkedin.com/in/grace-kite
linkedin.com/in/tashan-nicholas/
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