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The Investment Case for Brand Value 
 

Executive Summary 
 
Companies with strong brand recognition—such as Coca-Cola, Apple and Nike to name a 
few—occupy a place in consumers’ minds. This mindshare represents an intangible value 
to a firm’s bottom line.  
 
From an investment perspective, the key question is, why do these companies deserve a 
place in a diversified portfolio?  
 
This paper looks into the history behind what we now know as brand, the value proposition 
of owning well-known brands and why strategies investing in potentially undervalued, large-
cap brands offer an attractive opportunity for investors.  
 
We believe undervaluation occurs when the gap between a company’s brand value and its 
market value has widened. Strategies focusing on potentially capturing return when those 
values converge can be an integral part of a long-term investment portfolio as they aim to 
enhance return and enable investors to participate in the growth of well-established brands. 
 
 

A Brief History  
 
A brand is a name, term, design, symbol or feature distinguishing an organization or 
product from its competitors as reflected in marketing and advertising. The word derives 
from the ancient North Scandinavian term “brandr,” which means “to burn.”1 
 
The practice of branding may have started with the ancient Egyptians who were known to 
have engaged in distinctively marking their livestock as early as 2,700 BC to differentiate 
cattle from one owner to another by burning a symbol into animals’ skin with a hot branding 
iron. Branding was also used for other types of goods such as pottery and ceramics.2 
 
In pre-literate society, the distinctive shape of amphorae was used to provide consumers 
with information about goods and quality.3 The use of hallmarks, a type of brand, on 
precious metals dates to around the 4th century CE.4 
 
 
 
                                                            
1 Wikipedia https://en.wikipedia.org/wiki/Brand 
2 Wikipedia  https://en.wikipedia.org/wiki/Brand 
3Wikipedia https://en.wikipedia.org/wiki/Brand 
4 Wikipedia  https://en.wikipedia.org/wiki/Brand 
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A Brief History (cont.) 
 
The use of identity marks on products declined following the fall of the Roman Empire. 
However, in the Middle Ages, with the rise of the merchant’s guilds, the use of marks 
resurfaced and was typically associated with specific types of goods. An early example of a 
highly developed brand is that of the White Rabbit of sewing needles, from China’s Song 
Dynasty period (960-1127 CE). A copper printing plate used to print posters contained the 
message, which roughly translates as “Jinan Liu’s Fine Needle Shop: We buy high quality 
steel rods and make fine quality needles, to be ready for use at home in no time.”5  
 
 
 
 
 
 
 
 
 
 
 
 
By the 13th century, the use of maker’s marks was evident on a broad range of goods. In 
1266, maker’s marks on bread became compulsory. Hallmarks for silver and gold were 
introduced in Britain in 1300. Some brands, still in existence, date from the 17th, 18th and 
19th centuries’ periods of mass production. Bass & Company, the U.K.-based brewery 
founded in 1777, was a pioneer in international brand marketing. In 1876, the company’s 
red-triangle brand became the first registered trademark issued by the British government.6 
 
By the early 1900s, trade press and advertising experts began producing books and 
pamphlets encouraging manufacturers to bypass retailers and advertise directly to 
consumers with strongly branded messages. Around 1900, advertising guru James Walter 
Thompson published an advertisement explaining trademark advertising, providing an early 
commercial explanation of what is now recognized as modern branding and the beginnings 
of brand management. This trend continued to the 1980s and is currently quantified in 
concepts such as brand value and brand equity.7 
 
 
 

                                                            
5 Wikipedia  https://en.wikipedia.org/wiki/Brand 
6 Wikipedia  https://en.wikipedia.org/wiki/Brand 
7 Brand Value: the financial value of having customers who will pay more for a particular brand; Brand Equity: The value premium 
that a company realizes from a product with a recognizable name by making its products memorable, easily recognizable and 
superior in quality and reliability. Sources: https://www.investopedia.com/search/?search‐terms=brand%20value  
https://en.wikipedia.org/wiki/Brand; https://dictionary.cambridge.org/us/dictionary/english/brand‐value  
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A Brief History (cont.) 
 
With the rise of mass media in the early 20th century, companies used techniques allowing 
their messages to stand out. Effective branding may have resulted in higher sales of not 
only one product, but of other products associated with that brand. For consumers, a brand 
name is a memory heuristic, a convenient way to remember preferred product choices, 
such as Coca-Cola.8 
 
In modern times, brand has evolved to mean a strategic personality for a product or 
company, suggesting the values and promises that a consumer may perceive and buy 
into. Consumers came to expect that a brand provided information about origin as well as 
ownership and could be used as a guide to quality.9 
 
To this day, patents, trademarks and copyrights are the principal means for establishing 
ownership rights to the creations, inventions and brands that can be used to generate 
tangible economic benefits to their owner.10 
 

 

                                                            
8 Wikipedia  https://en.wikipedia.org/wiki/Brand 
9 Wikipedia  https://en.wikipedia.org/wiki/Brand 
10 “Intellectual Property and the U.S. Economy: 2016 Update” 
https://www.uspto.gov/sites/default/files/documents/IPandtheUSEconomySept2016.pdf  
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Value Proposition   
 
So what is the value of a strong brand and how does it translate to company profitability?  
 
Brand is a collection of perceptions about a company, its assets, its people and its 
conduct. For example, well-known companies such as Google, Netflix and McDonald’s 
are deemed to have strong “intangible brand components.”11 
 
Having a strong brand can translate to a company’s bottom line by generating a 
“reputational ‘halo’ that confers a level of stakeholder loyalty,” according to Tony Wenzel, 
Brandometry president, who noted in a blog post that companies with strong brands also 
tended to have strong economic “moats,” or distinct competitive advantages.12 
 
Value sits in the “halo” around a brand, comprised of distinct qualities and experiences. 
These characteristics can now be measured as a collection of perceptions, specifically: 
Assets (intangible), People (team and partners) and Conduct (intended or unintended).  

Brand is perceptual. It is everything you know or think you know about a company. As a 
result, brand value needs to be evaluated using qualitative measures. Financial metrics 
alone are inadequate at measuring the strength of a brand and its intrinsic value.   

Brand consultancies have been measuring brand value for decades. However, it is only 
recently that non-financial data has been used to inform financial valuation and 
investment products. Senior management now recognizes what senior marketers have 
understood and measured for 25 years, that brand value is a source of enterprise value.  

In their paper, “What Ideas are Worth: The Value of Intellectual Capital and Intangible 
Assets in the American Economy”13, authors Kevin A. Hassett and Robert J. Shapiro 
postulate that the United States has become an idea-based economy.  
 
Since the 1990s, a majority of business investments have gone into intangible assets as 
opposed to traditional physical assets. Examples of intangible assets include: traditional 
intellectual property of patents and copyrights; broader intellectual capital of databases, 
general business methods, as well as research and development (R&D); and firm-specific 
and task-specific knowledge and practices of managers and workers, or their “economic 
competencies.”  
 
 

                                                            
11 MarketWatch, 6/13/2017 https://www.marketwatch.com/story/a‐new‐etf‐is‐making‐a‐bet‐that‐a‐companys‐most‐prized‐
asset‐isnt‐in‐its‐balance‐sheet‐2017‐06‐12 
12MarketWatch, 6/13/2017 https://www.marketwatch.com/story/a‐new‐etf‐is‐making‐a‐bet‐that‐a‐companys‐most‐prized‐asset‐
isnt‐in‐its‐balance‐sheet‐2017‐06‐12 
13 “What Ideas Are Worth: The Value of Intellectual Capital and Intangible Assets in the American Economy,” Kevin A. 
Hassett and Robert J. Shapiro, 
http://www.sonecon.com/docs/studies/Value_of_Intellectual_Capital_in_American_Economy.pdf 
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Value Proposition (cont.) 
 
Moreover, latest estimates indicate that U.S. companies have more than $8 trillion in 
intangible assets, nearly half of the combined $17.9 trillion market capitalization of the 
S&P 500 Index, according to Leonard Nakamura, an economist at the Federal Reserve 
Bank of Philadelphia, as reported in The Wall Street Journal. As the chart below 
illustrates, growth in intangible investments have outpaced that of tangible investments, 
as firms put far more money into non-physical assets, such as customer databases, than 
they do in building new factories.15 
 
Companies used to be prized for their tangible assets. Plant, property, equipment and 
inventory could tell you a great deal about the value of a company. Banks had buildings, 
liveries had cars, hotels had properties. Additionally, in the past, experts measured 
economic activity traditionally. When intangible asset values were measured (if at all), 
they were lumped into a bucket called “goodwill.”  

However, starting around the 1980s, there has been a significant shift in market-value 
measurement. Accelerating this trend was likely the advent of the Internet in the mid-
1990s, which released massive interactive data sets that may have been utilized to gain 
deeper insights into intangible assets. Ocean Tomo16 estimates that 88% of the value of 
the S&P 500 now resides in intangible assets—a huge jump from 1975 when it was only 
17%. Tangible assets still register today, but the value scale has been inverted.  

 
 
Source: Ocean Tomo Intangible Assets Market Value Study, 2017 
 

                                                            
15 The Wall Street Journal, “Accounting’s 21st Century Challenge: How to Value Intangible Assets,” March 21, 2016 
https://www.wsj.com/articles/accountings‐21st‐century‐challenge‐how‐to‐value‐intangible‐assets‐1458605126  
16 Ocean Tomo Intangible Asset Market Value Study, 2017. http://www.oceantomo.com/intangible‐asset‐market‐
value‐study/ 
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What’s in a Brand? A Potential Growth Opportunity 
 
In an ever-changing world, there are now mega trends at play that make brand and 
reputation measurement possible for the first time. Millennials share data in ways that 
previous generations did not. Technology has changed the way companies can mine that 
data. Specifically, we have data about data in the form of metadata. In the 1960s, 
companies took raw materials and made products. Today, companies take ideas and 
create services. More data is available from more sources than ever before. Better still, 
we have the ability to process that data into meaningful information to size intangible 
assets. A large proportion of intangible assets, such as ideas, people and processes are 
what we call BRAND. They form the foundation of our economy. BRAND has come of 
age.  

The chart below illustrates the sizeable rise in value of the top brands in the EQM Brand 
Value Index, representing the largest share of gains within the index over the last decade. 
 
 
 
 

 
 
Source: Bloomberg, as of 12/31/2018 
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Companies with strong brands offer potential for growth due 
to a number of factors: 
 

 Brand Is a Driver of Business Growth: Knowing that brand strength is key 
to growth, companies make substantial investments in brand-building activities 
guided by research. As brands live in people’s minds, they can inspire and build 
loyalty, potentially creating more business and significantly contributing to 
success.  

 
 Adaptability and Relevance:  Well-known companies thoughtfully fine-tune 

their brands to stay relevant and thrive amid changing business conditions and 
generational shifts, such as the rise of Millennials and their unique brand 
preferences. Consider the rapid growth of marketing technology (MarTech) 
software and demand-generation literature designed to provide dynamic 
relevance to prospects and customers. 

 
 Shaping Customer Perception: To influence how customers perceive their 

companies’ brands, marketing teams use research-driven techniques to guide 
advertising campaigns and customer experience, as implemented on social 
media, packaging, signage, corporate identity and public relations. Consider the 
plethora of customer experience survey companies, such as Medallia, that have 
exploded since 2012. 

 
 

Brand Risk:  
Some Notable Brand Value Disasters  
Of course, brand stories are not always happy ones. Brand risk is real. Over the years 
there have been many “brand disasters”17 that have not only hit the company bottom line 
but posed a major threat to their businesses.   
 

 
 
Bran 
 
 
 
 
 
 

                                                            
17 Laura French, World Finance, “The Six Biggest Brand Disasters of the Last Decade,” October 19, 2016. 
https://www.worldfinance.com/special‐reports/the‐six‐biggest‐brand‐disasters‐of‐the‐last‐decade   

1. 

BP Finds Itself in Deep Water – Oil giant BP has spent years, starting in 
2000, trying to establish itself as an environmentally responsible brand. But all 
that work unraveled in one fell swoop when in 2010, its Deepwater Horizon rig 
in the Gulf of Mexico exploded, killing 11 workers and causing massive 
damage to the surrounding environment. Not surprisingly, BP’s reputation took 
a battering after the incident and the impact on business was material. BP 
reported a $5-billion loss the next year, the first time it had been in the red in 
almost 20 years. Although BP has tried to rehabilitate its environmental image, 
its green and yellow sunburst logo remains tainted by Deepwater.   
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Brand Risk:  Some Notable Brand Value Disasters (cont.) 
 
 

 
 
 
 

 
 
 
 

 
How Is Brand Strength Measured? 
 
There are many ways to measure the value of intangible assets, including: Market Value, 
Income Value and Replacement Cost Value. Brand strength can be a predictor or leading 
indicator of future value or marker of unrealized value. Intangible metrics—i.e., marketing 
investment, stakeholder equity and business performance—can help determine the 
strength of a brand and its potential for future success. 
 
Tenet Partners’ CoreBrand Data Science uses brand strength data as a numerator and 
market value data as a denominator. Tenet Partners surveys 10,000 senior leaders 
conversant with top brands. The survey considers both the brand’s familiarity and 
favorability.  

 
 
 

2. 

3. 

 
SeaWorld Harpooned by Blackfish – In 2013, the documentary Blackfish 
sparked global backlash against SeaWorld. The film revealed the violent 
behavior of orca whales held in captivity and focused on the death of one the 
company’s trainers. Blackfish was broadcast on CNN to an audience of nearly 
20 million people. While SeaWorld responded that the film was misleading 
“propaganda,” the damage had been done. The next year, a poll by 
Consumerist named SeaWorld as one of the worst companies in America.  It 
lost key corporate sponsorships including Southwest Airlines. By January 2015, 
SeaWorld shares had fallen 33%, earnings declined 28% and the company’s 
chief executive officer stepped down. Today, SeaWorld still has not fully 
recovered and the company’s business model remains in transition, moving 
away from aquatic animal acts to offering more ride attractions.   

Volkswagen Diesel Emission Scandal – In September 2015, the U.S. 
Environmental Protection Agency found that Volkswagen, responsible for 70% 
of the U.S. diesel car market, had been cheating on emissions test by installing 
“defeat devices” on its vehicles. Public perception of the brand took a nosedive, 
exacerbated by social media. Amobee Brand Intelligence reported over 16,000 
negative tweets had been posted in the four days following the announcement. 
A survey by Autolist the next year found that public willingness to buy a 
Volkswagen had fallen by 28%, while perception of the brand’s environmental 
consciousness had dropped almost 50%. Interestingly, today Volkswagen is at 
the forefront of the transition to electric vehicles.   
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How Is Brand Strength Measured? (cont.) 

 

Familiarity –ensures that only very well-known brands are eligible for inclusion in 
the index. Point in case: Oshkosh Defense (OSK-NYSE) vs. Oshkosh bib overalls.  

Favorability –ensures that the reputation, management and investment potential 
of a brand is strong enough to be eligible for the index. The survey is graded on a 
scale from 0-100 in a Brand Power Score. Companies that score 60 or higher are 
eligible for inclusion in the index.   

 

 

Index – Starting with a coverage universe of approximately 1,000 U.S. and U.S. 
exchange-traded American Depositary Receipt (ADR) companies, the top firms 
with the largest spread between normalized brand strength score are eligible for 
inclusion in the index. The eligible holdings are then fundamentally confirmed by a 
positive return on investment. The remaining companies are equally weighted to 
comprise the EQM Brand Value Index.18 

 

 
 
 
                                                            
18 www.eqmindexes.com/ 
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Investment Case 
 
While the value-investing style has been around for decades, brand value takes this 
approach a step further through an innovative concept that takes advantage of market 
inefficiency. Specifically, the strategy is focused on investing in well-known brands when 
they are underappreciated by the market, presenting an appealing opportunity for capital 
appreciation potential.19   
 
Searching for obfuscated value is not a new idea. In the 1980s, many investors sought 
companies with poor balance sheets, but with large real estate holdings. Real estate is 
carried at book value. With reasonable due diligence, investors could assess market 
value of the real estate assets to look for bargains. Investors might then liquidate the 
company to realize the value of real estate assets.   
 
Moreover, consider that investing using brand signals is less destructive than corporate 
raiding, yet, it also involves unique due diligence. Fortunately, it may be more lucrative, 
too. Brand is increasingly the main reservoir of corporate value. Companies today invest 
largely in people and ideas. The value of these intangible assets isn’t measured in 
financial statements but can be measured via perceptual brand equity. Industry experts, 
such as Tenet Partners’ Core Brands, have been doing brand value measurement for 
over 25 years.   
 
Brandometry is the first company to leverage brand signals for publicly traded securities 
investing.   
 
Financial advisors may find the following pointers useful when discussing with clients the 
benefits of investing in brand value: 
 
• Exposure to often-missed opportunity: Brand value as an intangible 

asset is currently not reported in financial statements; investors may 
therefore overlook a potential disconnect between the underlying value of a 
brand and its share price. 
 

• High active share relative to traditional, market-cap weighted equity 
ETFs: This provides the potential for diversification as active share 
measures how stock holdings in a portfolio differ from the benchmark index. 

 
• Potential source of return: We believe the time to invest in strong-branded 

companies is when there is evidence that underlying brand value is not 
being recognized in current market prices. The opportunity to pursue price 
appreciation occurs when the gap between brand value and market value 
has widened, potentially capturing return as those values converge. 

 
                                                            
19  http://brandvalueetf.com/ 
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Gain Access Through a Variety of Exposures 
 
Consider a number of ways to invest in brand value: 
 

✔      Core holding within a diversified portfolio 
✔      Complement to an existing allocation in a broad-market portfolio 
✔      Potential alpha-seeking satellite strategy to a standard market-cap strategy 
✔      Diversifier to sector-rotation portfolios  

 
 
How to Invest  
 
Investors can now invest in the Brand Value ETF (NYSE: BVAL). The security is the first 
of its kind to use qualitative and quantitative brand signals to identify undervalued U.S. 
equities. Launched in June 2017 by Exponential ETFs and Brandometry, the fund offers 
investors access to large-cap companies whose share prices have not reflected the true 
worth of their brands. The fund applies a qualitative and quantitative approach to 
analyze potentially undervalued large-cap brands. 
 
While company financial reports currently do not include a line on an intangible asset 
such as brand value, the Brand Value ETF has come up with a metric using a rules-based 
index built from quantifiable data. 
 
The Brand Value ETF tracks the EQM Brand Value Index, powered by Thomson 
Reuters™ (.BVAL) and invests in primarily large-cap companies whose brands are 
undervalued relative to their share prices as determined by the index.  
 
The index equally weights the top U.S. companies and U.S. exchange traded ADRs 
above $1 billion in market capitalization covered by the Tenet Partners Brand Score 
universe that exhibit a discount of brand and intangible asset value to market cap. By 
measuring the yearly brand value change of its constituents, BVAL and its index aim to 
invest in well-established brands ahead of a company’s growth.20 
 
“Today most corporate value sits under an all-encompassing umbrella called ‘Brand’ and 
we can now combine qualitative and quantitative measures to identify total brand value,” 
says Susan Avarde, Co-Founder of Brandometry and former Head of Global Brand, 
Citigroup Inc. “It is vital the market pays attention to these new ways of identifying 
unrealized value for investors.”21 
 
 
 
                                                            
20 http://brandvalueetf.com/ 
21 Brand Value NYSE press release https://www.businesswire.com/news/home/20170613005385/en/Exponential‐ETFs‐
Brandometry%E2%84%A2‐Jointly‐Launch‐Brand‐ETF  
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Conclusion 
 
While the concept of brand has evolved since ancient times, it seems the idea that it 
represents arguably everything a consumer knows about a company stays the same. This 
familiarity—an intangible asset—can inform firms to provide a positive experience to 
customers and ultimately add to their bottom lines. 
 
From an investment standpoint, a collection of strong brands, such as those offered within 
the Brand Value ETF, may offer an appealing opportunity to pursue alpha. The fund takes 
advantage of mispricing opportunities as a brand’s estimated true worth disconnects from 
its market price, creating undervaluation and the potential for price appreciation. 
 
 

“We believe intangible 
assets represent the next 

frontier in stock 
valuation.”   

~ Phil Bak, Chief Executive Officer, Exponential ETFs22 
 

 

   EQM INDEXES 

EQM Indexes LLC is a woman-owned firm dedicated to creating and supporting innovative 
indexes that track growth industries and emerging investment themes. Co-founded by Jane 
Edmondson, a former Institutional Portfolio Manager with more than 25 years in the investment 
industry, our index design expertise spans a wide range of asset classes and financial 
instruments. 

We partner with issuers and work jointly with other index firms to provide benchmarks for 
Exchange Traded Products (ETPs) such as Exchange Traded Funds (ETFs), Exchange Traded 
Notes (ETNs), and other similar products. EQM Indexes LLC also assists firms on a fee basis to 
design and implement their index ideas. 

EQM Indexes does not offer investment advice, nor offer the sale of securities. 

 

 

                                                            
22 Brand Value ETF press release 6/13/2017 https://www.businesswire.com/news/home/20170613005385/en/Exponential‐ETFs‐
Brandometry%E2%84%A2‐Jointly‐Launch‐Brand‐ETF  
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IMPORTANT DISCLOSURES 

EQM Indexes, LLC (“EQM Indexes”) is a woman-owned firm dedicated to creating and supporting indexes that 
track growth industries and emerging investment themes. Co-founded by Jane Edmondson, a former Institutional 
Portfolio Manager with more than 25 years of investment industry experience, EQM Indexes’ index designs spans 
a wide range of asset classes and financial instruments. EQM Indexes does not provide investment advice, nor 
offer the sale of securities, but does partner and receive compensation in connection with licensing its indices to 
third parties to serve as benchmarks for Exchange Traded Products (“ETPs”) such as Exchange Traded Funds 
(“ETFs”), Exchange Traded Notes (“ETNs”), and other similar products. All information provided by EQM Indexes 
is impersonal and not tailored to the needs of any person, entity or group of persons. 

The EQM Brand Value Index utilizes a proprietary methodology that seeks to provide exposure to brand 
companies whose intangible brand assets have not been fully appreciated by the market. The index holds 
U.S. companies and U.S. exchange-traded ADRs with a minimum market capitalization of $1 billion. The 
index methodology is rules-based and equally weights the top 50 companies exhibiting both a discount 
of brand and intangible asset value to market capitalization and a positive return on invested capital 
(ROIC). The index is rebalanced on an annual basis. 
 
DEFINITION OF TERMS 
 
Copyright is the exclusive legal right to reproduce, publish, sell, or distribute the matter and form of 
something (such as a literary, musical, or artistic work). Source: https://www.merriam‐
webster.com/dictionary/copyright  
 
Intellectual Property is an idea, invention or process that derives from the work of the mind or intellect; also 
an application, right or registration relating to this. Source: https://www.merriam‐
webster.com/dictionary/intellectual%20property  
 
Patent signifies protection by a trademark or a brand name so as to establish proprietary rights. Source: 
https://www.merriam‐webster.com/dictionary/patent  
 
Trademark is a device (such as a word) pointing distinctly to the origin or ownership of merchandise to which 
it is applied and legally reserved to the exclusive use of the owner as maker or seller. Source: 
https://www.merriam‐webster.com/dictionary/trademark  
 
About Exponential ETFs  
Exponential ETFs offers exchange traded funds in partnership with select asset managers. These managers 
are chosen for their ability to utilize differentiated approaches to investing that seeks to provide superior 
results for investors. Backed by over 30 years of ETF industry expertise, Exponential ETFs are built and 
managed using the industry’s best practices, and are overseen by an experienced product management team 
and an industry leading capital markets infrastructure. Exponential ETFs is wholly owned by ACSI Funds.  
 
About Brandometry  
Brandometry helps investors know when to hold strong brands. The Brand ValueIndex uses Brand Strength 
signals in the numerator and Market Value in the denominator to determine when to hold strong and familiar 
US companies that are undervalued in the market. The Index uses a rules‐based methodology to identify 
strong brands that maintain brand equity value not reflected in share price. 




