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ABSTRACT

This study investigates the relationship between marketing expenditure—particularly in branding and
advertising—and firm value, as reflected in stock market performance. Drawing on financial and
marketing data from 30 publicly listed companies across the consumer goods, technology, and financial
services sectors, the paper evaluates how investors respond to varying levels of marketing investment.
The analysis spans five years (2019-2023), using regression techniques to assess the impact of marketing
intensity (measured as a percentage of revenue) on stock returns and price-to-earnings ratios. Findings
suggest a positive correlation between branding investments and firm valuation in consumer-driven
sectors, while the relationship is less significant in finance-dominated industries. The paper offers
implications for corporate finance and marketing strategy, emphasizing the importance of aligning
investor expectations with marketing narratives. The results suggest that marketing should not be viewed

solely as an operational cost but as a strategic investment that can drive long-term shareholder value.

Keyword: Marketing, Expenditure, Firm Value, Marketing Expenditure, Stock Market, Branding

Investments.
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Introduction

In today’s dynamic business environment, the intersection of finance and marketing has garnered
increasing attention from both practitioners and scholars. The fundamental question of whether marketing
expenditures—especially in branding and advertising—translate into higher firm value has become
central to discussions on corporate strategy. Firms are under growing pressure to justify discretionary
spending in marketing using financial metrics such as return on investment (ROI) and earnings per share
(EPS). According to Mizik and Jacobson (2024), while marketing is often considered a soft investment,

its impact on intangible assets like brand equity can significantly influence a firm’s market valuation.

From a financial perspective, investors often seek hard data to determine whether marketing efforts will
result in tangible returns. Luo & Donthu (2006) argue that firms with strong marketing capabilities tend to
enjoy superior stock market performance over time. On the other hand, some financial analysts remain
skeptical of marketing outlays, viewing them as expenses with uncertain outcomes. This dichotomy
underscores the need for a more integrated approach that aligns marketing strategies with shareholder

interests.

Sectoral differences also play a role in how marketing is perceived. In consumer-facing industries, brand
equity is closely tied to consumer trust and loyalty, directly affecting sales and valuation. Conversely, in
sectors like financial services, marketing may play a more supportive rather than transformative role
(Morgan & Rego, 2009). Therefore, understanding the sector-specific impact of marketing on firm value

1s crucial.

This paper aims to bridge the gap between marketing investments and their financial outcomes by
analyzing how stock markets respond to changes in branding expenditure across three major sectors.
Through empirical analysis, the research contributes to both marketing theory and financial valuation,

providing actionable insights for corporate decision-makers.

Literature Review

The relationship between marketing expenditure and firm value has long been a contentious issue in both
academic literature and corporate boardrooms. Traditional financial theory, based on the efficient
market hypothesis (Fama, 1970), posits that all available information—including marketing actions—is
quickly incorporated into stock prices. However, marketing actions often involve intangible benefits and
delayed payoffs, making it difficult for investors to assess their real-time impact. Several studies have
attempted to quantify the financial returns from marketing investments. Srivastava et al. (1998) laid the

groundwork for linking marketing to shareholder value through customer-based metrics.
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They argued that marketing activities enhance customer satisfaction and loyalty, which ultimately drive
long-term cash flows. Similarly, Rust et al. (2004) introduced models for estimating the financial value of

customer relationships, thereby integrating marketing actions with financial outcomes.

Empirical work by Luo & Donthu (2006) used event study methodology to examine how stock prices
respond to announcements of marketing initiatives. Their findings demonstrated a significant positive
abnormal return for firms that publicized brand-building campaigns. However, the strength of the impact
varied by sector, suggesting that industry context plays a moderating role. In high-involvement consumer

goods, branding investments yielded stronger market reactions compared to industrial or utility sectors.

Mizik and Jacobson (2007) took a slightly different approach by introducing the concept of “marketing
capability” as a strategic asset. Their study showed that firms with high marketing capability enjoyed
superior stock returns, particularly during periods of economic uncertainty. This suggests that marketing

can act as a buffer against market volatility, reinforcing investor confidence.

On the contrary, skeptics like Tellis and Johnson (2007) argue that excessive focus on branding without
corresponding product innovation can erode firm value. They cite cases where heavy advertising spend

failed to translate into sales or market share gains, leading to investor disillusionment.

More recent studies have emphasized the importance of disclosure and transparency. Ullah et al. (2020)
found that firms that clearly articulate their marketing strategies and anticipated financial outcomes in
investor communications are more likely to be rewarded by the market. This aligns with signaling

theory, which posits that marketing announcements serve as signals of future performance.

Despite the growing body of literature, gaps remain in understanding sector-specific impacts. Most
studies either focus on single industries or aggregate data without considering industry effects. Moreover,
little attention has been paid to emerging trends such as digital marketing and ESG branding, which may

have different valuation implications.

In sum, the literature reveals a nuanced relationship between marketing and firm value—one that is
mediated by sectoral dynamics, investor expectations, and strategic communication. This study builds on

these insights by offering a cross-sectoral analysis using real market data.

Objective

The objective of this research is to analyze the impact of marketing expenditure on firm value across

different sectors. Specifically, the study aims to:

1. Evaluate the correlation between marketing intensity and stock performance.
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2.Compare sector-specific investor responses to branding investments.

3.Provide insights for integrating marketing and finance strategies for value creation.

Methodology

This study adopts a quantitative, cross-sectional research design. Data were collected for 30 publicly
listed firms—10 each from the consumer goods, technology, and financial services sectors—over a five-
year period (2019-2023). The key variables include marketing expenditure as a percentage of revenue
(marketing intensity), stock price return, and price-to-earnings (P/E) ratio. Financial data were sourced
from Bloomberg and company annual reports. Marketing spend data were extracted from financial
disclosures and investor presentations.

A linear regression model was used to evaluate the relationship between marketing intensity and firm
valuation metrics. Separate regressions were conducted for each sector to capture sectoral nuances.
Correlation analysis was also performed to assess the strength and direction of the relationships.
Statistical significance was set at a 95% confidence level. The methodology enables a robust examination

of how marketing investments are priced in capital markets across different industries.

Analysis with Tables and Interpretation Descriptive Statistics

Sector Avg. Marketing Avg. Stock Avg. P/E
Intensity (%) Return (%) Ratio
Consumer Goods 12.3 14.8 24.5
Technology 9.1 17.2 28.3
Financial 5.6 94 18.7
Services

The table shows that consumer goods companies allocate the highest share of revenue to marketing, while
financial services spend the least. However, the highest average stock returns are observed in the

technology sector, which suggests that other factors may also influence performance.

Regression Analysis: Marketing Intensity vs. Stock Return

Sector Coefficient (B) R? p-value
Consumer Goods 0.63 0.52 0.004
Technology 0.38 0.41 0.022
Financial Services 0.11 0.08 0.312
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In the consumer goods sector, there is a strong and statistically significant positive relationship between
marketing intensity and stock return (B = 0.63, p < 0.01). This implies that a 1% increase in
marketing intensity is associated with a 0.63% increase in annual stock return. The R? value of 0.52

suggests that marketing explains over half of the variation in stock performance in this sector.

In technology, the relationship is moderate but still significant (p < 0.05), while in financial services, the
correlation is weak and statistically insignificant. This confirms that marketing plays a more pivotal role

in sectors where consumer perception is a primary value driver.

Regression Analysis: Marketing Intensity vs. P/E Ratio

Sector Coefficient () R? p-value
Consumer Goods 1.47 0.58 0.002
Technology 0.88 0.39 0.028
Financial Services 0.21 0.05 0.354

P/E ratios also exhibit a strong positive association with marketing intensity in consumer goods and
technology sectors. The consumer sector shows the highest f value (1.47), indicating that investors may
reward marketing-intensive firms with premium valuations. In contrast, financial services show no

meaningful relationship.

Interpretation

The results suggest that marketing investments are more favorably priced by the market in sectors where
branding and customer engagement are core to competitive advantage. Consumer-oriented industries
benefit the most, both in terms of stock returns and valuation multiples.

These findings align with the theories proposed by Srivastava et al. (1998) and Mizik & Jacobson (2007),
who argue that marketing creates long-term value through brand and customer relationships. The lack of
significance in financial services supports the idea that in trust-based, regulated sectors, other variables

such as capital adequacy and risk management are more influential.

Discussion

This study reinforces the notion that the financial markets recognize marketing expenditure as a value-

generating investment—but only under certain conditions. The sectoral breakdown reveals that consumer
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goods and technology firms benefit significantly from higher marketing intensity, as these industries rely

heavily on brand differentiation and customer loyalty. The findings support previous research that links
marketing capabilities to superior market performance (Luo & Donthu, 2006; Rust et al., 2004). However,
the weak correlation in financial services suggests that marketing’s influence on valuation is context-
dependent. In industries governed by trust, regulation, and systemic risk, investors may prioritize
financial indicators over brand visibility. This is a critical insight for CMOs and CFOs navigating budget

allocation: one-size-fits-all strategies may not apply.

Another interesting implication is the signaling effect of marketing disclosures. Transparent
communication about marketing strategy could enhance investor confidence and reduce perceived risk,
especially in sectors where its impact is less visible. As digital marketing becomes more measurable,

firms may increasingly use it to demonstrate ROI to stakeholders.

Future research could explore whether ESG-related marketing (e.g., green branding) also contributes to
firm valuation. Similarly, investigating emerging markets or smaller firms could uncover different

dynamics.

Conclusion

This research has demonstrated a clear, sector-specific relationship between marketing expenditure and
firm value. In consumer-facing industries like consumer goods and technology, marketing investments are
positively and significantly associated with both stock returns and valuation metrics such as P/E ratios.
This highlights the strategic role that marketing can play in driving long-term shareholder value,

especially when it is aligned with business objectives and communicated effectively to investors.

Conversely, in financial services, the impact of marketing on firm valuation is minimal, suggesting that
investor priorities differ substantially depending on the nature of the business. These insights can inform

more effective budget planning and strategic alignment between finance and marketing departments.

The results have both academic and practical implications. For researchers, the findings validate existing
marketing-finance integration theories and offer new avenues for sectoral analysis. For practitioners,
particularly CFOs and CMOs, the evidence supports a more nuanced approach to marketing investment—

one that considers sector characteristics, investor expectations, and communication strategies.

Importantly, marketing should not be viewed merely as a cost center, but rather as a value driver when
used effectively and strategically. By focusing on measurable outcomes and ensuring alignment with

broader corporate goals, marketing teams can play a critical role in enhancing firm value.

Future work may expand this analysis to include digital marketing metrics, customer sentiment data, or

ESG-oriented branding to better understand how contemporary marketing strategies influence capital
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markets. Overall, this study contributes to a more integrated understanding of how marketing affects

financial outcomes in a complex, sector-driven economy.
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