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In the knowledge economy, intangible assets have become the key drivers of 
shareholder value, yet accounting rules have not kept pace. 

While this is an ongoing issue for the accounting profession, from a 
commercial perspective, boards need to adapt their agenda to capture 
the value their organisation’s intangible assets generate, with specific 
reference to the brands they own and manage.

The ISO Standard 106681 for brand valuation states that: “Intangible 
assets are recognised as highly valued properties. Arguably the most 
valuable, but least understood intangible assets are brands.”

Brand Finance’s 2019 edition of GIFT™ reports that intangible assets now 
account for 48% of overall enterprise value. 

As a consequence of accounting rules, this intangible value doesn’t 
appear on balance sheets unless there has been a separate 

Intangible Assets and 
Financial Reporting

1 ISO Standard 10668 https://www.iso.org/standard/46032.html
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purchase for the asset in question or a fair value allocation of an 
acquisition purchase price because their valuation, having been 
validated through an arms-length transaction, is viewed as objective 
and reliable.

International Accounting Standards define an intangible asset as an 
“identifiable non-monetary asset without physical substance” (IAS 38). 
It must also:

 • Be identifiable;

 • Result in a flow of future economic benefits;

 • Be controlled by the entity (demonstrated by the power to obtain 
the future economic benefits from the asset or restrict the access 
of others to those benefits).”

Further an intangible asset meets the identifiability criterion only if it:

 • “Is separable, i.e. capable of being separated or divided 
from the entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related 
contract, asset or liability; 

 • Or arises from contractual or other legal rights, regardless of 
whether those rights are transferable or separable from the 
entity or from other rights and obligations.” (IAS 38)

IFRS 3 lists the categories of intangible assets as being:

IFRS Intangible Asset Classes

Intangibles GoodwillTangibles

Valued Separately

Marketing 
Intangibles

• Brands
• Trademarks
• Tradenames
• Slogans
• Logos
• Signage

• Patented 
Technology

• Research & 
Development

• Software
• Systems

• Customer 
Relationships

• Customer 
Contracts

• Licenses
• Distribution 

Agreements
• Legal Rights

• Plays
• Songs
• Paintings
• Films

Technology Customer Contractual Artistic
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IAS 38 specifically prohibits the following internally generated intangible assets 
from being recognised:

 • Goodwill

 • Brands

 • Mastheads

 • Publishing titles

 • Customer lists

 • Item similar in substance cannot be distinguished from the cost of 
developing the business as a whole

 • Intangible assets arising from research (or from the research phase of 
an internal project)

Therefore, under IAS 38 expenditure on an internally generated brand cannot 
be distinguished from the cost of developing the overall business. The 
implication is that the value of the brand is hidden from the balance sheet 
of a company, making it difficult for shareholders to assess the true value of 
the company, while other stakeholders cannot protect their interests. Yet the 
aggregate market-to-book ratio of the S&P 500 rose steadily from an average 
of around 1.4 at the beginning of the 1980s to around 3.5 in the mid-1990s. 
It accelerated rapidly in the late 1990s, during the onset of the knowledge 
economy, to reach a peak of 5.1 at the height of the dot.com bubble in early 
2000, before falling back to its current level of 3.3, after dropping as low as 2 
after the 2008 financial crisis.

A market-to-book ratio of 3.3 implies that the tangible assets of a business 
account for only 30% of the value that investors are placing on a company. 
Intangible assets account for the remaining 70% of market value.
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Even where the brand is acquired from an external entity, the value 
placed on the balance sheet is at cost. Therefore, the brand’s 
value becomes moribund with no ability to restate its value, if its 
performance has improved. Over time it is more than likely the book 
value will be inaccurate, if not misleading.

As an example, after the restructuring of Porsche and Volkswagen AG 
in 2011, the Porsche brand appeared on the balance sheet valued 
at €13,823m. However, while Volkswagen’s market capitalisation has 
continued to rise by €65bn and fall back by €35bn in the period since, the 
brand value has remained moribund. The inference that could be drawn, 
from reviewing the company’s accounts, would be that the Porsche brand 
has made no impact on  business performance after 2011.

These developments make a compelling case for boards to consider 
how they measure brand value and performance to ensure such a 
critical value creating asset is managed effectively. The business 
mantra applies: if you can’t measure it, you can’t manage it.

By valuing brands and understanding the drivers of value, the 
contribution of marketing can be measured beyond conventional 
metrics e.g., market share, attracting customers and building 
loyalty, to how this strategic investment adds to the bottom line in 
terms of business performance, maximising profits and increasing 
shareholder value. 

The benefits of valuing a brand are: 

1. Attribute a financial value to the brand to determine the role it plays in 
driving business performance

2. Articulate brand performance to boards in a language that is familiar 
to them – assets and cash, not just percentages

3. Determine what parts of the business are adding or detracting from 
the economic value of the brand

4. Demonstrate how the brand is driving value and how it can be 
leveraged across the business

5. Establish a solid basis for comparison of brand performance – by 
market and audience – over time

6. Understand the relationship between brand equity and key value 
drivers in the business model

7. Steering of brand resources 

Valuing Brands
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There are many reasons for valuing brands, and they fall largely into two 
categories:

The formal recognition of the discipline of valuing brands has also been enhanced 
by the creation of two International Standards Organisation (ISO) standards:

ISO 10668 Brand Valuation - specifies requirements for procedures and 
methods of monetary brand value measurement, while requiring three 
types of analysis:

 • Legal

 • Behavioural

 • Financial

The standard also defines a brand as “a marketing related intangible asset 
including, but not limited to, names, terms, signs, symbols, logos and designs, 
or a combination of these, intended to identify goods, services or entities, or a 
combination of these, creating distinctive images and associations in the minds 
of stakeholders, thereby generating economic benefits/value”.

ISO 20671 Brand Evaluation - aims to standardise the technical 
requirements and evaluation methods involved in brand valuation. This 
standard will provide much greater direction for brand valuers in their 
understanding of the elements, dimensions and indicators of brand 
strength underpinning the behavioral analysis required by ISO 10668.

Brand Finance defines brand strength as the efficacy of a brand’s performance 
on intangible measures, relative to its competitors. In order to determine the 

Internal Licensing

Portfolio Management

Brand Architecture

Brand Strategy

Budget Setting

Brand Scorecards
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Balance Sheet

Tax

Litigation

Joint Ventures

Financing
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Investor Relations
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strength of a brand, we look at marketing investment, stakeholder equity, and 
the impact of those on business performance. 

ISO 10668 represents global consensus on brand valuation in respect to:

 • Brands are hugely valuable corporate assets

 • Brands affect all stakeholder groups 

 • Brands create economic benefits

 • Brands need active strategic management

 • Brands are legal assets which can be bought, sold and 
transferred

 • Brands can be valued like any other assets

In many respects, brand equity and brand value are indicators of an 
organisation’s future income earning capacity, as opposed to traditional 
accounting which takes a more historical perspective of an organisation’s 
performance. It is the marketing asset related measures that are 
increasingly sought by financial analysts and investors to help analyse the 
future health and prospects of a business 

The necessity for boards to understand the value of their brands has converged 
with the demand for greater accountability of how marketing’s contribution 
adds to shareholder value. 

The ability to demonstrate value also provides an opportunity for marketing to 
be recognised as the organisational lead in the creation and management of 
marketing-based assets, with brand being the most important.

The Role and Influence 
of Marketing

Stakeholder Effects Business Value Drivers
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• Greater sales volumes

• Price premiums
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costs

Suppliers

• Lower prices
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Financiers
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• Better repayment conditions

• Higher price earnings ration

Cost of equity

Cost of debt

Regulators
• More invitations to tender
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Revenue

Long term growth
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This coincides with the widening of the role and influence of marketing, 
given the way in which brands can influence stakeholders beyond 
customers including employees, suppliers, partnerships, providers of 
capital, media and government. The benefits of a performing brand are 
not only increased demand and distribution, but also lower costs of 
materials, personnel, debt and equity.

While extending marketing’s responsibility, it also requires marketers to engage 
with the whole organisation and empower everyone with how the brand should 
consistently communicate with all internal and external audiences, not just 
customers. Therefore, in many respects the call for the CMO title to be now 
known as the Chief Customer Officer is perhaps too limiting.

Foresters 2020 Predictions Report2 noted that for marketing, “Its status 
quo has been fundamentally disrupted by the dynamics of the age of the 
customer. Customers are empowered. Brand has been atomized across 
numerous channels, many of which are beyond a company’s scope of 
control. The result is a radical shift in how companies establish brand, 
build affinity, and generate loyalty.”

Marketing can increasingly be positioned as the custodian of the 
organisation’s most important value creating asset with the responsibility 
of overseeing growth. The dimension of marketing’s role takes on far 
greater importance when it is seen as directly responsible for such a 
valuable asset, as opposed to being narrowly viewed according, for 
example, to size of budget and number of FTE’s under their remit. By 
placing more emphasis on the marketer’s role on increasing brand value, 
the focus moves to being a growth engine of the business, as opposed to 
being viewed through the prism of a budget expense.

It also puts marketing firmly in the lens with which a board views its 
organisation. This will ultimately increase the need for directors with 
marketing expertise and experience. 

It is instructive that AON’s 2019 global risk survey3 of managers has in 
recent years constantly placed damage to reputation and brand as the 
first or second on its list of ‘top of mind’ concerns and risks.

In respect of managing this risk, “only 24 percent of respondents said 
they quantify their top 10 risks. Only 20 percent use risk modeling and 10 
percent said they have no formalised process in place to identify risks.”

The survey also identified the loss of intellectual property/data as an 
underrated risk. Intellectual property rights or IP rights cover four main areas:

 • Trademarks 

 • Copyrights 

 • Rights patents

The Boardroom View

2 Forrester Predictions 2020
3 AON Global Risk Survey 2019 – Executive Summary



Brand Finance Brand in the Boardroom January 20209.

 • Trade secrets. 

In the United States, the Commission on the Theft of American Intellectual 
Property estimates the annual costs from the loss of intellectual property 
ranges from USD 225 billion to USD 600 billion.4

It is the need for boards to mitigate these risks and maximise returns on 
an organisation’s assets, that Brand Finance has developed key questions 
to guide brand governance structures. This approach enables a board 
and senior management to understand and grow brand equity and brand 
value by effectively managing the brand as an asset with a financially 
quantified focus.

The key questions boards should be asking are:

1. Is your brand(s) being effectively managed and utilised in decision-
making right across the business?

 • Is the brand managed consistently and holistically?

 • Is there high awareness of the role of your brand (s) as a key 
enabler and value creating business asset?

 • Is brand the responsibility of every single individual in the 
organisation, not just the marketers or the people directly involved 
in the marketing function i.e., policing vs. organisation wide 
understanding of the brand?

2. Is the value and strength of your brand(s) being effectively 
measured and tracked?

 • Are there effective measurements and tracking of your brand to 
ascertain the strength, value and contribution to the overall business?

 • Is brand equity and brand value shared with the board?

3. Should the value of your brand(s) be reported?

 • Is there a brand scorecard in place for reporting to various levels 
within the business and to the board?

 • Is there a clear common agreed language on how brand (s) performance 
is reported from both a marketing and financial perspective?

 • Are directors aware of brand value relative to mitigating risk in 
terms of legal or regulatory exposure and market capitalisation?

 • Are shareholders and other stakeholders provided with a periodic 
overview of brand performance?

4 Sherisse Pham, How much has the U.S. lost from China’s IP theft? CNN, March 23, 20
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 • How do we implement an improved brand governance culture 
across the business?

There are some basic principles for good brand governance, and these 
serve as a useful checklist for directors:

 • Know the brand’s value and what drives it. Conduct analysis to 
understand this at a detailed level, including what factors drive 
the brand value and how it varies across different customer 
segments, different geographies and different products and 
services. Establish a monitoring system so results are regularly 
communicated to the board.

 • Ensure that this knowledge is being applied to corporate strategy. 
It should inform decisions on where to invest in growing the 
brand, where to take advantage of the brand to maximise the 
return on this important asset, and where to divest or bring in a 
partner because the brand does not provide a strong enough 
platform to build the business on. 

 • Incentivise senior executives & the board to grow value of the 
brand. Include brand value growth and relative brand value 
performance in performance objectives, or as a vesting criterion 
in a long-term incentive plan.

The complexity and expanding responsibilities of the role of directors 
is no better illustrated by the need to account for the value of their 
organisation’s intangible assets. In particular, brand as the most 
important value creating asset, requires a clear understanding of how it 
is being managed to drive business growth and to mitigate against the 
risk of impairment.

Conclusion

Brand Investment & 
Performance Scorecard

Activity  
Measures

Brand Equity Drivers & 
Brand Equity Funnel

Customer Behaviour

Performance & Financial 
Measures

Marketing Investment Product/Service Innovation

Visual Identity Customer Service

Fuctional  
Drivers Emotional Drivers

Awareness, Familiarity, Consideration, 
Preference

Acquisition, Retention, Expansion, Renewal

Revenue, Margin, Cash Flow, Cost of Capital, 
Value
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The way in which business communicates with its customers and other 
stakeholders has become multi-faceted. The brand is pivotal to how 
business successfully manages these relationships. Therefore, a brand’s 
value needs to be clearly understood by boards to ensure appropriate 
investment is made in leveraging its strength to maximise business growth 
and shareholder returns.

Accordingly, boards must have in place a comprehensive brand 
governance structure that clearly delineates the roles and responsibilities 
of everyone within an organisation.
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MARKETING FINANCE TAX LEGAL

We help marketers to 
connect their brands to 
business performance by 
evaluating the return on 
investment (ROI) of brand-
based decisions and 
strategies.

We provide financiers and 
auditors with an 
independent assessment on 
all forms of brand and 
intangible asset valuations.

We help brand owners and 
fiscal authorities to 
understand the implications 
of different tax, transfer 
pricing, and brand 
ownership arrangements.

We help clients to enforce 
and exploit their intellectual 
property rights by providing 
independent expert advice 
in- and outside of the 
courtroom.

1. Valuation: What are my intangible assets worth?
Valuations may be conducted for technical purposes and to set a baseline 
against which potential strategic brand scenarios can be evaluated.

+ Branded Business Valuation
+ Trademark Valuation
+ Intangible Asset Valuation
+ Brand Contribution

2. Analytics: How can 
I improve marketing 

effectiveness?
Analytical services help to 

uncover drivers of demand and 
insights. Identifying the factors 

which drive consumer behaviour 
allows an understanding of 

how brands create bottom-line 
impact.

Market Research Analytics +
Return on Marketing 

Investment +
Brand Audits +

Brand Scorecard Tracking +

4. Transactions:  
Is it a good deal?  
Can I leverage my 
intangible assets?
Transaction services help 
buyers, sellers, and owners of 
branded  
businesses get a better deal 
by leveraging the value of their 
intangibles.

+ M&A Due Diligence 
+ Franchising & Licensing
+ Tax & Transfer Pricing
+ Expert Witness

3. Strategy: How can I  
increase the value  

of my branded business?
Strategic marketing services enable brands to be leveraged to grow 

businesses. Scenario modelling will identify the best  opportunities, ensuring 
resources are allocated to those activities which have the most impact on 

brand and business value.

Brand Governance +
Brand Architecture & Portfolio Management +

Brand Transition +
Brand Positioning & Extension + 

 2. ANALYTIC
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Consulting and 
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Brand Finance is the world’s leading independent brand valuation and 
strategy consultancy. 

Brand Finance was set up in 1996 with the aim of ‘bridging the gap between marketing 
and finance’. For more than 20 years, we have helped companies and organisations of 
all types to connect their brands to the bottom line.

We pride ourselves on four key strengths:

 + Independence
 + Technical Credibility

 + Transparency
 + Expertise

We put thousands of the world’s biggest brands to the test every year, evaluating 
which are the strongest and most valuable.

Brand Finance helped craft the internationally recognised standard on Brand 
Valuation – ISO 10668, and the recently approved standard on Brand Evaluation – 
ISO 20671.

For further information on our services and valuation experience, 
please contact your local representative:

Market Contact Email Telephone

Asia Pacifi c Samir Dixit s.dixit@brandfi nance.com +65 906 98 651 

Australia Mark Crowe m.crowe@brandfi nance.com +61 2 8076 5791

Canada Charles Scarlett-Smith c.scarlett-smith@brandfi nance.com +1 514 991 5101

Caribbean Nigel Cooper n.cooper@brandfi nance.com +1 876 825 6598

China Scott Chen s.chen@brandfi nance.com +86 186 0118 8821

East Africa Jawad Jaffer j.jaffer@brandfi nance.com +254 204 440 053

France Bertrand Chovet b.chovet@brandfi nance.com +33 6 86 63 46 44

Germany Holger Muehlbauer h.muehlbauer@brandfi nance.com +49 151 54 749 834

India Ajimon Francis a.francis@brandfi nance.com +44 207 389 9400

Indonesia Jimmy Halim j.halim@brandfi nance.com +62 215 3678 064

Ireland Simon Haigh s.haigh@brandfi nance.com +353 087 669 5881

Italy Massimo Pizzo m.pizzo@brandfi nance.com +39 02 303 125 105

Japan Jun Tanaka j.tanaka@brandfi nance.com +81 90 7116 1881

Mexico & LatAm Laurence Newell l.newell@brandfi nance.com +1 214 803 3424

Middle East Andrew Campbell a.campbell@brandfi nance.com +971 508 113 341

Nigeria Tunde Odumeru t.odumeru@brandfi nance.com +234 012 911 988

Romania Mihai Bogdan m.bogdan@brandfi nance.com +40 728 702 705

South Africa Jeremy Sampson j.sampson@brandfi nance.com +27 82 885 7300

Spain Teresa de Lemus t.delemus@brandfi nance.com +34 654 481 043

Sri Lanka Ruchi Gunewardene r.gunewardene@brandfi nance.com +94 11 770 9991

Turkey Muhterem Ilgüner m.ilguner@brandfi nance.com +90 216 352 67 29

UK Richard Haigh rd.haigh@brandfi nance.com +44 207 389 9400

USA Laurence Newell l.newell@brandfi nance.com +1 514 991 5101

Vietnam Lai Tien Manh m.lai@brandfi nance.com +84 90 259 82 28

For business enquiries,  
please contact:

Mark Crowe 
Managing Director, Australia 

m.crowe@brandfinance.com

For media enquiries,  
please contact:

Sehr Sarwar 
Communications Director 

s.sarwar@brandfinance.com

For all other enquiries,  
please contact:

enquiries@brandfinance.com
+44 (0)207 389 9400

Follow our social channels:

linkedin.com/company/brand-finance 

facebook.com/brandfinance 

twitter.com/brandfinance 

instagram.com/brand.finance    
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mailto:m.crowe%40brandfinance.com?subject=
mailto:s.sarwar%40brandfinance.com?subject=
mailto:enquiries%40brandfinance.com%0D?subject=
http://linkedin.com/company/brand-finance
http://linkedin.com/company/brand-finance
http://facebook.com/brandfinance
http://facebook.com/brandfinance
http://twitter.com/brandfinance 
http://twitter.com/brandfinance
http://instagram.com/brand.finance

