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Profit Ability 2 - The New Business Case for Advertising

The City generally
‘get’ the case for
advertising
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But we often remain disconnected from the
boardroom in how we build the case for investment

Incremental Profit
Return on Investment
Payback Horizons

Reach and Frequency
Share of Voice
Brand & Performance
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To create the ultimate media effectiveness databank
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Using marketing mix
modelling (MMM ) to
link advertising spend

cremental profit
e

.+« MMM isthe gold standard for
understanding media effectiveness

* [It's a statistical modelling approach
looking to explain the variation in an
outcome we care about by correlating

R this variation with consistent changes
— e o .

in the inputs
i

____—— + This allows us to isolate the
contribution of advertising from other
factors that drive a business (pricing,
distribution, seasonality etc.)
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Source: Profit Ability 2, April 2024 — Ebiquity, EssenceMediacom, Gain Theory, Mindshare, Wavemaker UK.




Profit Ability 2 - The Business Case for Advertising 7

Three headlines of the analysis to share with you today

Rather than a seismic
Advertising is a profitable There are three shift, advertising
driver of business growth dimensions that impact effectiveness has more
but profitability varies profitability — scale, gradually changed as
greatly by sector efficiency & time media consumption has

evolved
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Three headlines of the analysis to share with you today

Ol

Advertising is a profitable
driver of business growth
but profitability varies
greatly by sector




Short-term profit volume & profit ROI
Bubble size represents % of short-term profit volume
Overall Short-Term Profit ROI:

Short-term Profit ROI

20% 25%
% of Spend




Short-term profit volume & profit ROI
Bubble size represents % of short-term profit volume
Overall Short-Term Profit ROI:

% spend
The percentage of analysed spend in a given channel

-------------------------------------------------------------------*

Short-term Profit ROI

20% 25%
% of Spend




Short-term profit volume & profit ROI
Bubble size represents % of short-term profit volume
Overall Short-Term Profit ROI:

Profit ROI
The ratio between profit volume and spend
(ROI = profit volume / Spend)
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Short-term Profit ROI
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% of Spend




Short-term profit volume & profit ROI
Bubble size represents % of short-term profit volume
Overall Short-Term Profit ROI:
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Short-term profit volume & profit ROI

Bubble size represents % of short-term_ praofit volume
|Overall Short-Term Profit ROL:/

Total Profit ROI for the sector/channels/timeframe that are
being shown will be in the heading above the chart

Short-term Profit ROI

20% 25%
% of Spend




Bubble size representslqo/ short-termiprofit volume
Overall Short-Term Profit ROI:

The time horizon the payback is based on will be in the
headline above the chart and also on the axis label

o
a4
B2
=
s}
—
ol
£
-
o
w
+—
-
o
-
wn

r

20% 25%
% of Spend




Short-term Profit ROI

Short-term profit volume & profit ROI
Bubble size represents % of short-term profit volume
Overall Short-Term Profit ROI:

The number in each channel label, next to the bubble, is the

percentage of profit contributed by that channel

Each channel has a bubble. The size of the bubble represents Linear T\4I 33,9%:
the size of the profit volume of that channel - the larger the -
bubble, the more it contributes to profit

20% 25%
% of Spend



Short-term profit volume & profit ROI

Bubble size represents % of short-term profit volume

Overall Short-Term Profit ROI: £1.87
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Sustained effects are substantial -

nearly 60% of advertising’s overall contribution to profit

All Channels
0% 10% 20% 30% 40% 50% 60% 70%
% of advertising driven profit volume (full effect)
— B Immediate ®Carryover M Sustained
—
—| Immediate payback: the contribution of advertising in the same week as the advertising
— Carryover payback: the contribution of advertising within 13 weeks of the advertising
ﬁ Sustained payback: the contribution of advertising from week 14 onwards (generally within 2 years of the advertising)
,-—"’-
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\- Cinema, 0.3%

Full profit volume & profit ROI
Bubble size represents % of full profit volume
Overall Full ROL: £4.11
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Spend %
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In the case of Large Retail, all channels are profitable in the
short-term getting even stronger with the full effect

Profit Ability 2 - The New Business Case for Advertising

Short-term effects Full effects
Bubble size represents % of short-term profit volume Bubble size represents % of full profit volume
Retail (Large) Short-Term Profit ROL: £3.15 Retail (Large) Full Profit ROI: £6.93
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And it’s similar for smaller retail but Generic PPC notably
stands out as a stronger channel for smaller retailers

Profit Ability 2 - The New Business Case for Advertising

Short-term effects Full effects
Bubble size represents % of short-term profit volume Bubble size represents % of full profit volume
Retail (Small) Short-Term Profit ROL: £1.66 Retail (Small) Full Profit ROL: £3.37
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Similarly Financial Services see a very strong Generic PPC ROI
as well as BVOD punching above the efficiency of Linear TV

Short-term effects

Bubble size represents % of short-term profit volume

Financial Services Short-Term Profit ROI: £0.94

Full effects

Bubble size represents % of full profit volume
Financial Services Full Profit ROIL: £1.95
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With a similarly strong BVOD performance coming through in
Telecoms although Linear TV dominates the volume

Short-term effects Full effects
Bubble size represents % of short-term profit volume Bubble size represents % of full profit volume
Telecoms Short-Term Profit ROI: £1.49 Telecoms Full Profit ROI: £3.13
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As it does in Automotive where Linear TV is far and away the
largest profit driver with its ROI also very strong

Short-term effects
Bubble size represents % of short-term profit volume
Automotive Short-Term Profit ROL £1.30

Full effects
Bubble size represents % of full profit volume
Automotive Full Profit ROL £4.65
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Linear is also a key volume driver in FMCG but short-term ROIls
are all low whilst full ROIs start to show profitable payback

Profit Ability 2 - The New Business Case for Advertising

Short-term effects Full effects
Bubble size represents % of short-term profit volume Bubble size represents % of full profit volume
FMCG Short-Term Profit ROI: £0.48 FMCG Full Profit ROI: £1.48
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Short-term effects Full effects
Bubble size represents % of short-term profit volume Bubble size represents % of full profit volume
Travel Short-Term Profit ROI: £1.19 Travel Full Profit ROI: £2.62
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What this means for the business
case for advertising
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Three headlines of the analysis to share with you today

There are three
dimensions that impact
profitability — scale,

efficiency & time

27
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The most unhelpful
bit of language in
our industry when it

omes to media
isation
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Commercial
* Measurable
lmmediate

Theoretical
* Distant
Fluffy

— e —
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A more helpful view
The three dimensions of effectiveness

o ( J o
Scale Efficiency Time
The size of the The ratio between cost The period that the
advertising’s effect on and payback advertising payback is
the business over

—

-
-
— 1
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And we can use these
relationships to work out
when each channel

\\s\rates

« As a channel hits diminishing returns, the
ROI gradually reduces. This is because ROI

Is the ratio between spend and sales. As

each pound generates slightly less than

the one before, this ratio drops the higher
- the spend although you drive more sales
__* Wecanuse th.is ratio to work out the —

saturation point for each channel - the R
..-'-"-_'__' o . ——

last point where every pound spentina =——
— channel generates at least £1 profit —

Source: Profit Ability 2, April 2024 — Short term benchmarks: Ebiquity, EssenceMediacom, Gain Theory,
Mindshare, Wavemaker UK. — Immediate effect = profit volume in week of advertising spend
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Linear TV

Print

Audio

Cinema

OOH

BVOD

Generic PPC

Online Video

Online Display

Paid Social

Saturation based on immediate payback — all category average
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Saturation Point - Weekly - Based on Immediate Payback only

Saturation point based on all category average. Saturation ranking & values will vary sector to sector

Source: Profit Ability 2, April 2024 — Short term benchmarks: Ebiquity, EssenceMediacom, Gain Theory, Mindshare, Wavemaker UK. — Immediate effect = profit volume in week of advertising spend
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To understand wider
short-term effects we
need to look at adstock

\\c\over

» Adstock or memory is how the effect of
~ today's advertising impacts future weeks

* Thisis measured through a decay rate
calculated in econometric modelling

—— + The quicker the adstock decays, the more
___—— ofachannel’s total effect is generated ina ——
____— shorter amount of time ——

Source: Profit Ability 2, April 2024 — Short term benchmarks: Ebiquity, EssenceMediacom, Gain Theory,
Mindshare, Wavemaker UK. — Immediate contribution = the same week of advertising exposure
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Linear TV & BVOD have the highest adstock
carryover whilst Generic PPC & Display the shortest

Mean adstock carryover rate - weekly
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66%
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45% 44%
1% £1% 40%
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25%

24% 24%

Adstock carryover rate - weekly
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Source: Ebiquity
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Three headlines of the analysis to share with you today

Rather than a seismic
shift, advertising
effectiveness has more
gradually changed as

media consumption has
evolved
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Ukraine

Conflict

Covid

A

A

UK Leaves EU

A

Index of GDP in the UK

it felt like nothing would be the same

but by some measures we have a new normal

again,

Profit Ability 2 - The New Business Case for Advertising

At the peak of Covi
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% of adults who have worked fromm home in the SVOD Penetration
last 7 days
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So how have advertising ROIs changed? Composition effects
can plague efforts to compare benchmark studies over time

Pre Covid Post Covid

Brand A Brand A

Brand B

Brand C Brand C

Brand D

Brand E Brand E

Brand F Brand F
Brand G

—— S\\ SISRCEHE
S :?::f:;_\x\\\ s

f Note: Pre-Covid is defined as 52 week ending results reported between 2018 and Q1-2020.
~_ Post-Covid is defined as projects ending in 2022 to 2023. Where multiple projects have been captured we use only the most recent results.

= — — o T TR, W L e TR RN A A —_— e - - - - -
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To understand trends over time, we'’ve only compared
brands where we have like-for-like data pre & post pandemic

Pre Covid Post Covid
Brand A Brand A

Only A,C,E and F will be included
when reporting ROI frends. Spend
Brand C Brand C mix is standardised to latest blend.

We found 53 brands which could
be matched on this basis

Brand E Brand E
Brand F Brand F

o — S

.-H’_': Note: Pre-Covid is defined as 52 week ending results reported between 2018 and Q1-2020.
~—__ Post-Covid is defined as projects ending in 2022 to 2023. Where multiple projects have been captured we use only the most recent results.

— J— b, T TR, W L e TR RN A A —_— e - - - - -




Change in Spend

Annual short-term profit ROl change pre/post Covid

Bubble size represents % of short-term profit volume (Post-Covid)
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Average annual ROl change

Source: Profit Ability 2, April 2024 — Short term benchmarks: Ebiquity, EssenceMediacom, Gain Theory, Mindshare, Wavemaker UK.
ROI Change & Spend Change based on 53 matched brands with pre/post observations only. Profit volume percentage based on full sample post-covid
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Social spend increases are out of step with efficiency
which has seen the largest decline overall
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Whilst in contrast, Display spend has been right-sized
and is now reaping the efficiency benefit
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What this means for the business case for
advertising
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