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Profit Ability 2 - The New Business Case for Advertising

It's been 7 years since the original Profit Ability study
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Profit Ability 2 - The New Business Case for Advertising

But it’s fair to say a few things have happened since then

Explosion in : Privacy winning out in
connectivity e O SR how we leverage data

New distribution

Disruption to channels opening up

business supply A pandemic

: (and some traditional
£ SEINE ones closing)
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Profit Ability 2 - The New Business Case for Advertising

The City generally
‘get’ the case for
advertising

urce: IPA investment analysis survey.
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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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Knowledge is power
Knowledge shared is
power multiplied

Robert Boyce
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Profit Ability 2 - The New Business Case for Advertising

To create the ultimate media effectiveness databank

1 1
S 141 £1.8bn
Agencies Brands Media spend
analysed (2021 -2023)*
1
14 10 >3
F Sectors** Media channels EEINGE DIEEhze
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N \
*Based end dat f I d b y 2021, 32% 2022, 47% 2023 All analysis based on most recent 52 weeks available. /
tal d b nk h ranularity to report individually /"'"__"—'--_\

pre & post Covid
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Profit Ability 2 - The New Business Case for Advertising

Using marketing mix

modelling (MMM ) to

link advertising spend
incremental profit

3

A MMM is the gold standard for
understanding media effectiveness

Alt’s a statistical
looking to explain the variation in an
outcome we care about by correlating

this variation with consistent changes
in the inputs
i

A Tnis allows us to isolate the
contribution of advertising from other
factors that drive a business (pricing,
distribution, seasonality etc.)

lllustrative Example
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Automotive Financial Services FMCG Retail Telecoms Travel All Sectors

BMlinearTV. WBVOD mGenericPPC = Paid Social ®Audio ®Online Display ©“ OOH mOnline Video “Print ®mCinema

Source: Profit Ability 2, April 2024 — Ebiquity , EssenceMediacom , Gain Theory, Mindshare, Wavemaker UK.
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What's included in each channel

Audio:

BVOD:
Cinema:
Generic PPC:
Linear TV:
Online Display:

Online Video:

Out of Home:
Paid Social:

Print;

All forms of audio advertising including linear radio, digital radio & podcasts.
Video on Demand on broadcaster platforms

On screen advertising in cinemas

Pay per click search advertising on non -branded keywords

Broadcast TV advertising

All formats of display advertising

All formats of online video pre/mid/post roll including YouTube

Digital and static posters in all environments

All advertising within social platforms including in -feed video

All advertising within newspapers & magazines. Digital spend with

etc. included in Online Display

newsbrands
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Some important definitions

Profit volume: The incremental contribution of advertising to business profit

based on unit sales, revenue contribution, profit margin and/or
lifetime value

Profit ROI: The ratio between profit volume and advertising spend (ROI =
profit volume / media spend where 1 = breakeven)




Profit Ability 2 - The New Business Case for Advertising

Some important definitions

Immediate Payback
In the same week as advertising

Carryover Payback Sustained Payback
(week 2 —week 13) (week 14 — 2 years)

Short-Term Payback
(up to 13 weeks)

- —
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- Full Payback
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Profit Ability 2 - The Business Case for Advertising

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:
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Short-term profit volume & profit ROI
Bubble size represents % of short  -term profit volume
Overall Short-Term Profit ROI:
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% spend
The percentage of analysed spend in a given channel
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Short-term profit volume & profit ROI
Bubble size represents % of short  -term profit volume
Overall Short-Term Profit ROI:

4 profit ROI
The ratio between profit volume and spend
(ROI = profit volume / Spend)

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:
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Short-term profit volume & profit ROI

Bubble size represents % of short_ _ -term profit 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




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

-term l5rofit ROI

1 Short
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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 e Tv: 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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Cinema Generic PPC Linear TV Online Display Online Video Paid Social
Spend % . . 0.45% 18.90% 34.99% 5.48% 3.87% . 13.18%
Short -Term Profit ROI ’ . 1.19 2.29 1.82 1.50 1.76 . 1.62
Short -Term Profit Volume % . . 0.29% 22.54% 33.95% 4.40% 3.65% . 11.35%




Profit Ability 2 - The New Business Case for Advertising

Sustained effects are substantial -
nearly 60% of advertising’s overall contribution to profit

All Channels
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
% of advertising driven profit volume (full effect)
= B Immediate m Carryover  H 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 )
—

/ i ili i Cl : i EssenceMediacom , Gain Theory, Mindshare, Wave| 2
ipliers: in-Th M aker UK

100%
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\— Cinema , 0.3%

./ Print , 4.8%

Audio , 6.9%
6 I _—~ BVOD , 8.2%

Online Video , 3.4%
OOH, 3.1%

Online Display ,2.9%

Full profit volume & profit ROI
Bubble size represents % of full profit volume
Overall Full ROI: £4.11

Paid Social , 9.4%

Generic PPC , 14.6%

Linear TV , 46.6%

Spend %
Full Profit ROI
Full Profit Volume %

Cinema
0.45%
2.56
0.26%

20.0%

Generic PPC
18.90%
3.52
14.56%

25.0%
% of spend

Linear TV
34.99%
5.94
46.57%

Online Display
5.48%
2.34
2.88%

Online Video
3.87%
3.86
3.37%

Paid Social
13.18%
3.20
9.43%
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Profit Ability 2 - The New Business Case for Advertising

Whilst advertising generates a profitable return in all sectors,
full Profit ROI varies greatly sector to sector

Short Term ROI & Full ROI including sustained effects
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Print Profit ROI indexed vs All Sector average —Short -Term ROI
100 = Sector average Profit ROI
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Short-term effects
Bubble size represents % of short  -term profit volume
Retail (Large) Short-Term ROI: £3.15

Audio , 10%
Print , 7%

Generic PPC ,21% _
Online Vid 3% Linear TV , 33%
nline Video ,3%

Online Display , 4%

Q Paid Social ,11%
OOH, 3%

\_ BVOD , 6%
Cinema , 0.3%

Short -Term Profit ROI

20%
% of Spend




Profit Ability 2 - The New Business Case for Advertising

In the case of Large Retail, all channels are profitable in the
short-term getting even stronger with the full effect

Short-term effects
Bubble size represents % of short  -term profit volume
Retail (Large) Short-Term Profit ROI: £3.15

Full effects
Bubble size represents % of full profit volume
Retail (Large) Full Profit ROI: £6.93

12.00 12.00
10.00 10.00
/ Print , 6%
= 8.00 8.00 Audio , 9%
% 2
= o) Linear TV , 46%
e . x Online Video , 3%
[v) = !
£ 600 Print , 7% Audo 0% 5 600 BVOD- 746 :
S 0 a B CeneidRRC 145
i Online Video |, 3% Generic PPC , 21% Linear TV , 33% = \_
5 0 L OOH, 3%
2 400 BVOD , 6% 4.00 . !
@ \ ‘— Online Display ,3% Paid Social ,10%
—~ = ) . Cinema , 0%
0 X / Paid Social ,11% 2100
OOH, 3% Online Display ,4% ~
L. ~
0,
0.00 Cinema , 0.3% ) ~
0% 5% 10% 15% 20% 25% 30% 35% 40% 0% 5% 10% 15% 20% 25% 30% 35% 40% =
% of Spend % of Spend |
=~
- e — e T T T —— e~
- BvVOD Cinema Generic PPC Linear TV Online Display Online Video Paid Social =~
“’"Spend % 8.66% 0.40% 18.66% 32.60% 5.40% 3.34% 13.27% —~
=" Short -Term Profit ROI 2.31 2.02 3.57 3.20 2.59 3.06 2.71 =~
Short -Term Profit Volume % 6.35% 0.26% 21.10% 33.09% 4.43% 3.24% 11.41% e
Full Profit ROI 5.47 4.01 5.07 9.66 3.72 6.21 4.96 ™
’____,Full Profit Volume % 6.84% 23% 13 9.50%

0.
r Cl : i EssenceMediacom
in-Th ,Mi aker UK

nceMedi

, Gain Theory, M

.67% 45.51% 2.91% 2.99%



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 ROI: £1.66 Retail (Small) Full Profit ROI: £3.37
6.00 6.00
5.00 5.00 L Print , 2%
"~ OOH, 1%
— 4.00 4.00 .
S . " Generic PPC , 26%
= Generic PPC ,39% 3 BVOD , 4%
s / T Online Video , 6%
= 3.00 £ 3.00 ‘/
6 i 0, o . 0
e /— Print , 2% - . = \ Paid Social , 2% Linear TV ,53%
= OOH, 1% Linear TV , 38% L Online Display , 1%
2 200 [= -~ PaidSocial ,3% 0 ./_
Z / = Audio ,6%
Online Video ,6% \_ )
.\ Cinema , 0.04%
1.00 1.00
BVODN3% W Audio , 7%
Online Display , 1% ~
Cinema , 0.04% B
0.00 - ~
0% 10% 20% 30% 40% 50% 60% 0% 10% 20% 30% 40% 50% 60% =
% of Spend % of Spend |
S~
- e Te— T T T e —— e~
- BvVOD Cinema Generic PPC Linear TV Online Display Online Video Paid Social =~
= Spend % 4.05% 0.08% 22.54% 47.63% 1.65% 7.22% 3.06% —~
= Short -Term Profit ROI 1.38 0.81 2.85 1.31 1.36 1.42 1.53 =~
Short -Term Profit Volume % 3.37% 0.04% 38.79% 37.61% 1.35% 6.18% 2.82% e
Full Profit ROI 3.27 1.61 4.06 3.95 1.95 2.88 2.80 ™
’____,Full Profit Volume % 3.70% 2.39%

0.04% 25.58% 52.67% 0.90% 5.82%
: i ili 12024 = r Cl : i EssenceMediacom , Gain Theory, Mindshare, Wave| :
erm Multipliers: - EssenceMedi in-Th , Mi aker UK



Similarly Financial Services see a very strong Generic PPC ROI
as well as BVOD punching above the efficiency of Linear TV

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
Financial Services Short-Term Profit ROl: £0.94 Financial Services Full Profit ROI: £1.95
4.50 4.50
4.00 4.00
BVOD , 10%
3.50 3.50
5 3.00 3.00 Generic PPC , 38%
0: f—
S 250 £ 250
% = OOH , 4%
= Generic PPC ,52% = /
8 2.00 EVETRES 2 2.00 Paid Social , 8%
% 1.50 1.50 \_
OOH , 4% Print , 2% Linear TV , 34%
1.00 /— 1.00 ——
g Paid Social , 8% Audio , 2%
0.50 Print , 2% Linear TV , 22% 0.50 Online Display , 1%
@ jido 2% g e B
.\ Online Display , 1% Online Video ,0% B
0.00 Online Video ,0.5% 0.00 ~~
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 0% 5% 10% 15% 20% 25% 30% 35% 40% 45% T
% of Spend % of Spend |
=~
- e e T e VL A A A R T L R —— T — T — """h-...___\""‘
- BvVOD Cinema Generic PPC Linear TV Online Display Online Video Paid Social =~
= Spend % 5.28% n/a 31.31% 38.10% 3.20% 1.96% 9.59% —~
= Short -Term Profit ROI 1.49 n/a 1.55 0.55 0.35 0.23 0.82 =
Short -Term Profit Volume % 8.34% ED 51.74% 22.02% 1.18% 0.48% 8.36% e
Full Profit ROI 3.58 n/a 2.25 1.68 0.51 0.47 1.53 <=
_._F_,Full Profit Volume % 10.16% 7.87%

n/a 37.89% 34.25% 0.87% 0.50%
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With a similarly strong BVOD performance coming through in
Telecoms although Linear TV dominates the volume

Short-term effects
Bubble size represents % of short  -term profit volume
Telecoms Short-Term Profit ROI: £1.49

6.00
5.00
4.00

3.00 . t
Online Display , 4% BVOD , 12%

. . .
2.00 ’ /— Paid Social ,13%

_— Generic PPC , 17%

Short -Term Profit ROI

Online Video ;6%
1.00

Linear TV , 39%

Audio , 5%
T Print,1% °

0.00 Cinema , 0.6% OOH , 2%
0% 5% 10% 15% 20% 25% 30%

% of Spend

- BVOD
= Spend % 8.81%
= Short -Term Profit ROI 2.03
Short -Term Profit Volume % 11.96%
Full Profit ROI 4.95
’____,Full Profit Volume % 12.31%

()

MnceMediawm
Gai i ; ker UK

35%

Cinema
0.90%
0.97
0.58%
1.99
0.50%

40%

, Gain Theory, M

Full effects
Bubble size represents % of full profit volume
Telecoms Full Profit ROI: £3.13
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i 1 0,
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x
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2.00 Generic PPC , 11%
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S~
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- .~
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S o —m _—— — — ~
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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
Automotive Short-Term Profit ROI: £1.30

-term profit volume

Full effects

Bubble size represents % of full profit volume
Automotive Full Profit ROI: £4.65

12.00 12.00
10.00 10.00 /— Print , 3%
o) 8.00 8.00 /— Audio , 4% Linear TV , 70%
@
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o R \
T 6.00 £ 6.00 OOH , 5%
'i.) Print , 3% D=__: ./— Cinema , 1%
& Audio , 6% -
= 4.00 OOH , 5% 4.00 Generic PPC , 3%
Generic PPC , 5% —— Paid Social ,4%
Online Video ,3% N
2.00 Paid Social , 5% Linear TV ,59% 200 ./— BVOD , 4%
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. (4 ] =
0.00 !'Cinema ,0.82% : -
0% 10% 20% 30% 40% 50% 60% 0% 10% 20% 30% 40% 50% 60%
% of Spend % of Spend |
~
- I — T T —— . e~~~
- BvVOD Cinema Generic PPC Linear TV Online Display Online Video Paid Social =~
“”Spend % 11.86% 0.80% 5.08% 45.30% 16.96% 4.31% 6.44% —~
= Short -Term Profit ROI 0.49 1.32 1.40 NG) 0.61 0.89 1.02 =~
Short -Term Profit Volume % 4.48% 0.82% 5.47% 58.98% 8.03% 2.94% 5.03% ~
Full Profit ROI 2.05 4.62 S5k 8.97 1.55 3.18 3.27 =
’____,Full Profit Volume % 4.17% 0.64% 3 3.62%

. .07% 70.15% 4.55% 2.36%
: i ili 12024 = r Cl : i EssenceMediacom , Gain Theory, Mindshare, Wave| :
erm Multipliers: - EssenceMedi in-Th . Mi aker UK



Linear is also a key volume driver in FMCG but short-term ROls
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
3.00 3.00
2.50 2.50
Cinema ,0.2% Online Video , 8%
5 2.00 2.00
14 _ Paid Social , 9%
= o)
o po i
% 1.50 £ 150 \ Linear TV , 68%
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0 z gty Yl BVOD , 8%
0,
2 1.00 e 1.00 OOH , 4%
niine viaeo , (] . . :
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@M. 2°% _ Gnjine Display |, 0.8% ~
0.00 - ~
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- BvVOD Cinema Generic PPC Linear TV Online Display Online Video Paid Social =~
= Spend % 10.89% 0.24% n/a 55.59% 2.89% 8.33% 12.03% =~
= Short -Term Profit ROI 0.39 0.51 n/a 0.50 0.13 0.59 0.52 =
Short -Term Profit Volume % 8.87% 0.26% n/a 58.44% 0.79% 10.29% 13.19% ™
Full Profit ROI 1.40 1.54 n/a 2.30 0.28 1.81 1.45 <=
’____,Full Profit Volume % 8.04% 0.20% 9.25%

. n/a 67.64% 0.44% 8.01%
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Bubble size represents % of short
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Short-term effects
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Online Video , 4%

Online Display , 8%
Paid Social ,16%
Generic PPC , 22%

-term profit volume

Audio , 5%

10% 15% 20% 25% 30%
% of Spend

35%

Cinema

n/a
n/a
n/a
n/a
n/a

Linear TV , 30%

40%

22.07%
2.02
14.61%

Generic PPC
19.85%

Full Profit ROI

Full effects
Bubble size represents % of full profit volume
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Profit Ability 2 - The Business Case for Advertising

What this means for the business
case for advertising




Profit Ability 2 - The Business Case for Advertising

Three headlines of the analysis to share with you today

There are three
dimensions that impact
profitability — scale,

efficiency & time
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The most unhelpful
bit of language in
our industry when it

es: to media
optimisation
=— N
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Commercial
* Measurable
INICEHLIEE

Theoretical
* Distant
Fluffy
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A more helpful view
The three dimensions of effectiveness

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

—

-
-
— e ———




Weekly profit volume & Profit ROI —Linear TV

£1,000,000
£900,000

£800,000

£700,000 Profit Volume
Increases with spend but the payback of each extra £1
£600,000 of investment reduces as diminishing returns kick in
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Relationship between spend & profit volume - Weekly
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Weekly profit volume & Profit ROI —Linear TV

£1,000,000

£900,000

£800,000

£700,000

£600,000

£500,000

£400,000

Immediate Profit ROI

Profit ROI
As each incremental £1 spend is slightly less effective,
this reduces the efficiency of the overall spend

Immediate profit volume

£300,000

£200,000

£100,000

0
£100,000 £200,000 £300,000 £400,000 £500,000 £600,000 £700,000 £800,000 £900,000 £1,000,000

Spend (Weekly)




Profit Ability 2 - The New Business Case for Advertising

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

s\rates

______-_- . . . . .
A 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
I A We can use this. ratio to work out the —
saturation point for each channel —the .
..-'--_'_—' o . ——
last point where every pound spent in a R
— 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

Immediate profit volume
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- 0.75

- 0.50
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£200,000 £400,000 £600,000 £800,000
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Immediate Profit Contribution

—— Profit ROI

0.00
£1,000,000

Short -term Profit ROI



Linear TV

Print

Audio

Cinema

OOH

BVOD

Generic PPC

Online Video

Online Display

Paid Social

Saturation based on immediate payback

£58,000

£56,000

£54,000

£47,000

£40,000

£31,000

£31,000

£50,000

£123,000

£92,000

£100,000
Saturation Point

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

£150,000 £200,000
- Weekly - Based on Immediate Payback only

—all category average

£250,000

, Gain Theory, Mindshare, Wavemaker UK. Immediate effect = profit volume in week of advertising spend

£300,000

£330,000

£350,000



Profit Ability 2 - The New Business Case for Advertising

The third dimension is time - when do we need the
benefit from advertising to impact the business

Ti meframe you're planning over Type of payback to prioritise

This Week > Immediate payback
This Quarter > Carryover payback

This Year > Sustained paybac




Generic PPC

Linear TV

Paid Social

Online Display

Online video

Cinema

1%

2% 3% 4% 5%
% of all advertising profit volume

B Immediate

6%

7%




Profit Ability 2 - The New Business Case for Advertising
100

To understand wider 0
short-term effects we 0
need to look at adstock

\c\over
> 60

— 5
A Adstock or memory is how the effect of gz ”
~  today’'s advertising impacts f weeks
B 40
A This is measured through a decay rate
calculated in econometric modelling 30

—

A The quicker the adstock decays, the more

__— of a channel’'s total effect 45 gGener a\
- l-‘_‘—__

~___— shorter amount of time —

P S 10

(0] 1 2 3 4 5 6 7 8 9 10 11 12
Weeks since activity

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
70%

66%

60%

50%

46%

- weekly

45% 44%
40%

30%
25%

24% 24%

20%

Adstock carryover rate

10%

0%
Linear TV BVOD Print Online video Radio Cinema OOH Paid Social Generic PPC Online Display

Source: Ebiquity



40%

35%

30%

25%

20%

15%

10%

% of short -term media profit volume

5%

0%

Source: Profit Ability 2, April 2024

% of short -term profit volume adjusted for volume

Whilst TV pays back its effect over a longer
period than Generic PPC, its effect is also
bigger so after 2 weeks the effect driven by
TV surpasses that of Generic PPC
2 4 6 8 10 12
Weeks

—®—Linear TV  —@— Generic PPC

— Short term benchmarks: Ebiquity , EssenceMediacom , Gain Theory, Mindshare, Wavemaker UK.



Linear TV

Generic PPC

Paid Social

Online Display

Online video

Cinema

2% 4% 6% 8% 10% 12% 14% 16%
% of all advertising profit volume

 Immediate = Carryover




Profit Ability 2 - The New Business Case for Advertising

Beyond the short-term

effect we can also

understand the sustained
act of advertising

N

|

—_—

—

D
—
.

W

A As well as the short -term payback,
advertising creates a  sustained effect
generally through changing brand
preferences (often referred to as a long -
term effect)

AThis effect doesn’t happe
some future point and instead will —
gradually flow into the—=t
sustained period (typically around 6 ]
months — 2 years) —

lllustrative example

Sales

) a | 1
\ -
s
--------- -— gy . =-m . -.
1
sales over a
™ oM ] (] @ (] m ™ %) ™ m ™
22IQQQIAQRAILQITALAIQLTILIQNLIQTIIQILIILILIIAIQRR
R Ut C Lt LSS L i oS Ha22as st 22L 860
825855338888 8553533323322552888868086822538838
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gﬁﬁggg\—u(\,gggc\l%gﬁﬁwoo ngﬁggg\—q\—i&rogﬁ(\lwgﬁx—lggaﬁ
H Base m Advertising Competitor
m Covid M Pricing & Distribution ~ m External Effect



Profit Ability 2 - The New Business Case for Advertising

We can express the size of these effects as a long-term
multiplier - the ratio between short-term & full payback

Long -Term
Total Sales M ? i
Short -term payback Sustained payback ultiplier
Channel A 66 Sales 33 Sales 99 1.5
20
Channel B 50 sales

Sales

Channel C | 15sales 60 sales

— k"\\ ~
~——  Long Term Multiplier = (Sustained Effect + Short t




All channel average
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21 All sector average
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Automotive FMCG All Sectors average Telecoms Financial Services Retail

Travel long -term multipliers are currently supressed due to Covid. Likely not representative of the level moving forward . All sector average used in place of Travel multiplier where applicable
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Generic PPC

Paid Social

Online video

Online Display

Cinema

B Immediate

20%

30%

% of full profit volume

= Carryover

B Sustained




Profit Ability 2 - The Business Case for Advertising

What this means for the business case for
advertising

s
e

//

Brand & Performance Scale & Efficiencyare
doesn’t reflect how inherently Iinke)dl {o) 7  When y?u (;\eed.tl.'ie B
advertising actually optimal investmentis |mrl;a§:t o g.ﬂ\:/ertlsmg
pays back instead about balancing = "“gsl ! ererlrt
think of scale, diminishing returns Sl e E g [2ER

efficiency & time




Profit Ability 2 - The Business Case for Advertising

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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Profit Ability 2 - The New Business Case for Advertising

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

o

Brand 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

- - - - -

— b, T TR, W L e TR RN




Profit Ability 2 - The New Business Case for Advertising

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 trends. 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.

— 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

100%

80%

60%

40%

20%

-Covid)

0%

-20%

-40%

-60%

-80%

-100%
-10% -5% 0% 5%

Average annual ROI 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

sam ple post -covid
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20%



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 ROI 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 sam ple post -covid




Annual short-term profit ROl change pre/post Covid
Bubble size represents % of short  -term profit volume (Post  -Covid)
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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 sam ple post -covid




Change in Spend

Annual short-term profit ROl change pre/post Covid
Bubble size represents % of short  -term profit volume (Post  -Covid)

100%
80%
60%
A% :BVOD , 7.6%:
20%
0%
-20%

) As before each channel has a bubble, the size of the bubble represents the
-40% size of the short-term profit volume (post Covid) - the larger the bubble, the
0% larger the short-term profit volume. The label also shows the short-term

profit volume for the channel
-80%
-100%
-10% -5% 0% 5% 10% 15%

Source: Profit Ability 2, April 2024  — Short term benchmarks: Ebiquity , EssenceMediacom

Average annual ROI change

, 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 sam ple post -covid

20%



Change in Spend

Annual short-term profit ROl change pre/post Covid

Bubble size represents % of short  -term profit volume (Post ~ -Covid). All -channel bubble size illustrative only

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 sam ple post -covid

100%
Online Video ,3.7%
80%
60% Paid Social , 11.4%
Generic PPC ,22.5%
S BVOD , 7.6%
Linear TV , 33.9%
20%
0%
20% .\\ All Channel Average
4% OOH ,3.1% -1% ROI,-7% Spend . i
Audio , 8.2% Online Display ,4.4%
-60% Cinema , 0.3% —/.\
i 0,
-80% Print , 4.9%
-100%
-10% -5% 0% 5% 10% 15%
Average annual ROI change
Change is first normalised to a compound annual growth rate between the latest available pre -covid MMM project and the latest av ailable post -Covid MMM project.
Matched brands are then anonymised and pre -Covid ROI set to 100. Aggregate index is calculated using a post -Covid spend weighted  average.

20%



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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40% /
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20%
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-20%
o OOH, 3.1%
R Audio , 8.2%
-60% Cinema , 0.3% —/.\
Print , 4.9%

-80%
-100%
-10% -5% 0% 5% 10%
Average annual ROI change
Change is first normalised to a compound annual growth rate between the latest available pre -covid MMM project and the latest av ailable post -Covid MMM project.
Matched brands are then anonymised and pre -Covid ROI set to 100. Aggregate index is calculated using a post -Covid spend weighted  average.

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 sam ple post -covid
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Change in Spend

Annual short-term profit ROl change pre/post Covid
Bubble size represents % of short  -term profit volume (Post  -Covid)

100%
Online Video ,3.7%

80%

60% Paid Social , 11.4%

Generic PPC ,22.5%
S BVOD , 7.6%
Linear TV , 33.9%
20%
0%

-20%

0 / T~ OOH ., 3.1% \\
-40% Audio , 8.2% Online Display ,4.4%
= 0,

S0 Cinema , 0.3% —/ \

i 0,
-80% Print , 4.9%
-100%
-10% -5% 0% 5% 10% 15%
Average annual ROI change
Change is first normalised to a compound annual growth rate between the latest available pre -covid MMM project and the latest av ailable post -Covid MMM project.
Matched brands are then anonymised and pre -Covid ROI set to 100. Aggregate index is calculated using a post -Covid spend weighted  average.

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 sam ple post -covid
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Change in Spend

Profit Ability 2 - The New Business Case for Advertising

Social spend increases are out of step with efficiency
which has seen the largest decline overall

Annual short-term profit ROl change pre/post Covid
Bubble size represents % of short  -term profit volume (Post  -Covid)

100%

Online Video ,3.7%
80% /
60% Paid Social , 11.4%
Generic PPC ,22.5%
40% / / BVOD , 7.6%

Linear TV , 33.9%
20%
0%

-20%
/ T~ OOH,3.1% \
-40% Audio . 8.2% Online Display ,4.4%

- 0,
60% Cinema , 0.3% —/ \
-t 0
-80% Print , 4.9%
-100%
-10% -5% 0% 5% 10% 15% A
Average annual ROI change
Change is first normalised to a compound annual growth rate between the latest available pre -covid MMM project and the latest av ailable post -Covid MMM project.
Matched brands are then anonymised and pre -Covid ROI set to 100. Aggregate index is calculated using a post -Covid spend weighted  average.

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 sam ple post -covid



Change in Spend

Profit Ability 2 - The New Business Case for Advertising

Whilst in contrast, Display spend has been right-sized

and is now reaping the efficiency benefit

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 ROI change
Change is first normalised to a compound annual growth rate between the latest available pre -covid MMM project and the latest av ailable post -Covid MMM project.
Matched brands are then anonymised and pre -Covid ROI set to 100. Aggregate index is calculated using a post -Covid spend weighted  average.

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 sam ple post -covid
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Profit Ability 2 - The Business Case for Advertising

What this means for the business case for
advertising




Profit Ability 2 - The Business Case for Advertising

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




Profit Ability 2 - The New Business Case for Advertising

All the data
you've seen
today will be
owering

dla Mix
~s\ ator from
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https:// www.thinkbox.tv  /training -and -
tools/media -mix -navigator/media -mix -navigator

MEDIA MIX NAVIGATOR

Category

% of online sales

Brand size (£Em)

Annual media spend (£m)

Output

Ple: hoose.

Risk tolerance

Please

Base scenario i Risk tolerance
1mendatiol e happ C a ‘ onsider different approaches to risk

for your tion

About

The Media Mix Navigator tool, powered by econometrics, helps you get the most out of your media investment.

21). These have been carefully c to represent

P How to use

Business results @




Profit Ability 2 - The New Business Case for Advertising

Coming soon -

Profit Ability 2 the book
including analysis that
we haven’t been able to

off today

ebiquity essencemediacom GAIN inpsHaRE Wavemaker

PROFIT ABILITY 2

THE NEW BUSINESS CASE
FOR ADVERTISING
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Thank you thinkbox

ebiqui1y essencemediacom ﬁ-léc!RNY MINDSHARE \Wavemaker




Jam Today:

How brand advertising on TV creates short
term value

Kate Waters, Director of Client Strategy and
Planning, ITV

Sameer Modha, Measurement Innovation
Controller, ITV

Simeon Duckworth, Founder, Melt P L
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The
brand advertising theory

More
Sales

Brand
Advertising
Brand
Equity
Higher
Prices
Profit

MEL!
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Laurence Green, IPA Effectiveness Director, WARC 2023 ME l 1
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SUMMARY
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To capture all the impact, Brand advertising creates Brand value is more
we need to measure significant value in the dynamic than brand
value not just volume short term by influencing equity

elasticity vs competition

MEL!




cOi €3 O0PUI PaTcaphures ZUPF 3JaNTE
the full value of advertising on sales and price

>
— .

= Large scale data Focus on consumer Meta -analysis

S choice & competition across categories

@)

4

= Tens of categories for CPG, Model consumer choice with Databank of comparable

= Auto and other categories aggregate market shares volume and financial metrics

for advertised & non -

Up to 15 years data Simulate competitive pricing advertised brands

: . decisions
Region x Retailer x Product

KANTAR (lcircana. NielsenIQ
MELT
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The 2018
sugar tax:

a fat
experiment

Drinks Industry Reacts with

at UK Sugar Tax, Labeling it
“Absurd’

Anger

Glrlre{}%lian

Coca-Cola to sell smaller bottles at

- higher prices in response to sugar tax
&9 INDEPENDENT
Budget 2016: George Osborne

Soft drink m

anufacturer refuses to alterrec
backlash

ipe, as rivals face
overreduced Sugar Irn-Bry jp Scotland
announces sugar tax on soft drink
industry

. DAILY+
* EXPRESS

The cost of Your gin and tonjc

could go through the ROOF
thanks to the 2016 Budget

BRITONS were toda

y left aghast after realising Geor.
tax on soft drinks co

ge Osborne’s nNew sugar
uld affect their sacred GIN AND

TONIC.
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Save us from the
energy crisig
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What happened?

NPD rocketed before the Price per litre went
Kaz83dat g3IKNTt JIOSaupgandupl ¢

[npd, #products] [price, per litre]

/‘\‘N“
300~ £2.00

£150
200 JWW

£1.00-
100
£0.50-
Sugar Sugar
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Adspend on diet versions
went from 20% to 70%

[lowcal adspend, share %]
100%

75%

50%

Sugur
Tax
- ""F"""

2011 2013 2015 2017 2019 2621 2023

MELT



So for
equity is stable over time

[Consumer brand preference]
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We can see the hotspots

for

[Competitive Map]
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Source: ITV, Kantar Worldpanel

Innovation, particularly in low -cal,

has created competitive
hotspots & pricing pressure
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Which resulits in more dynamic

[own price senstitivity]

These are significant changes in price
I /\“\/‘\ “ sensitivity - normally MMMs assume
sensitivity is constant over time
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Hence, competition makes
more volatile

[Estimated brand margins]
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Higher Margin --

A

Intensity of competition - so brand
value is more volatile than brand
equity
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Using this technique
helps measure the

effect of brand
advertising

More
Sales

Brand
Advertising

Brand
VALUE

Profit

Higher
Prices
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Big brands havaetter brand ads

[TV Ad effectiveness by brand equity]

—

<

TV Ad Effectiveness

i 2 3 4 5

Stronger Brand Equity --->
(Consumer Preference)

Note: For comparison across brands, ad effectiveness = ad elasticity
Source: ITV, Kantar Worldpanel

Double jeopardy in action:
these bigger brands benefit
from more effective brand
advertising
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Brand TV advertising directly
affects sensitivity ana

TV advertising impact on average soft drink brand

TV ads drive growth &
increase price sensitivity

Price Sensitivity , pt

Margins , %

Note: Price sensitivity is negative of price elasticity Source: ITV, Kantar Worldpanel
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Brand TV advertising directly
affects sensitivity ana

TV advertising impact on average soft drink brand

TV ads drive growth & TV ads drive value, reduce
increase price sensitivity price sensitivity

Price Sensitivity , pt
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Margins , %

Note: Price sensitivity is negative of price elasticity Source: ITV, Kantar Worldpanel ME l |
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on price adds a third to advertising
profitability for a leading drinks brand
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Note: Impact of 100 GRPs for leading brand. Source: ITV, Kantar Worldpanel
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SUMMARY
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To capture all the impact, Brand advertising creates Brand value is more
we need to measure significant value in the dynamic than brand
value not just volume short term by influencing equity

elasticity vs competition
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GREAT THINGS



Thank you

thinkbox'.
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