
Performance of valuable brand companies in the stock market: evidence from Latin America
Introduction
This study aimed to compare the performance, in terms of risk and return, of stocks of companies with recognized brand value to stocks of other companies listed on the stock market of emerging countries in Latin America: Brazil, Chile, Colombia, Mexico and Peru. It is possible see a growing recognition of the association between brand value and the creation of shareholder value, as shown in studies such as Billet et al. (2014); Dutordoir et al. (2015); Ghani et al. (2012); Johansson et al. (2012); Luo et al. (2013) and others shown in Table 1.
Table 1 - Empirical papers showing the association between brand value and shareholder value
	Brand Value x Shareholder Value

	Methodologies
	US context (17)
	Dutch context (1)
	Multicultural context (2)
	Brazilian context (4)

	Asset pricing models
	Dutordoir et al. (2015)
Billet et al. (2014)
Johansson et al. (2012)
Bharadwaj et al. (2011)
Fehle et al. (2008)
Madden et al. (2006)
	
	
	Oliveira et al. (2010)
Oliveira and Luce (2009)

	Event studies
	Dutordoir et al. (2015)
Agrawal and Kamakura (1995)
Simon and Sullivan (1993)
	
	
	Ghani et al. (2011)

	Other methodologies
	Rego et al. (2009)
Yeung and Ramasamy (2008)
Shankar et al. (2008)
Mizik and Jacobson (2008)
Doyle (2001)
Aaker and Jacobson (2001)
Barth et al. (1998)
Kerin and Sethuraman (1998)
Aaker and Jacobson (1994)
	Mortanges and Riel 
(2003)
	Luo et al. (2013)
Torres and Tribó (2011)
	Ghani et al. (2012)


Asset pricing models stand out as the methodologies used in studies examining the association between brand value and creation of shareholder value (Table 1). In addition, the emerging countries market would be a potential market to explore using this methodology, given the predominance of the developed countries market in Table 1.
Methodology
The brands considered valuable were those presented as the most valuable Latin American brands in the Millward Brown's report. The Carhart’s four-factor model was utilized to analyze the performance and the total sample included 732 stocks in the Latin American market collected at Economatica database, monthly, for the period from 2004 to 2013.
Findings
Table 2 shows the results obtained from the Fama and French three-factor model or the Carhart’s four-factor model in this study and other studies that also analyzed the performance of companies with valuable brands in the stock market.
Table 2 - Result regressions from different studies
	Portfolio
	α
	Market β
	SMB β
	HML β
	WML β

	This study: Latin America stock market (2004-2013)
	
	

	Valuable Brands
	-0.002
	0.998*
	0.001991
	-0.204*
	-0.000460

	Total Market
	0.000
	1.000*
	0.000276
	1.000*
	-0.000088

	Reduced Market
	0.001
	1.001*
	0.200*
	-0.000570
	0.003569

	
	
	
	
	
	


	Billet et al. (2014): U.S. stock market (2000-2006)

	High Familiarity and Prestige
	-0,000
	0,77*
	-0,260*
	0,100
	

	Low Familiarity and Prestige
	-0,001
	1,180*
	-0,255
	0,117
	

	
	
	
	
	
	

	Dutordoir et al. (2015): U.S. stock market (2001-2012)
	
	

	BVCHANGE>0
	0,002
	0,907*
	-0,036
	-0,040
	

	BVCHANGE<0
	0,003
	1,330*
	0,031
	-0,221
	

	Total Market
	0,002
	1,057*
	-0,013
	-0,154*
	

	
	
	
	
	
	

	Fehle et al. (2008): U.S. stock market (1994-2006)
	
	
	

	Valuable Brands
	0.23
	0.85*
	-0.46*
	-0.52*
	-0.010

	Reduced Market
	–0.05
	1.04*
	0.11*
	0.13*
	0.004

	
	
	
	
	
	

	Johansson et al. (2012): U.S. stock market (2008)
	
	

	Valuable Brands
	
	-0.601*
	0.221
	-0.243*
	

	
	
	
	
	
	

	Madden et al. (2006): U.S. stock market (1994-2000)
	
	

	Valuable Brands
	0.57*
	0.85*
	-0.36*
	-0.36*
	-0.00

	Total Market
	0.00
	1.00*
	0.00
	0.00
	0.00

	Reduced Market
	-0.25*
	1.07*
	0.18
	0.18
	0.01

	
	
	
	
	
	

	Oliveira (2009): Brazil stock market (2000-2008)
	
	
	

	Valuable Brands
	0.012
	0.766*
	0.091
	-2.760*
	

	Total Market
	0.022*
	0.944*
	0.270**
	0.289
	

	Reduced Market
	0.023*
	0.971*
	0.124
	1.284*
	

	
	
	
	
	
	

	Oliveira et al. (2010): Brazil stock market (2006-2007)
	
	
	

	Valuable Brands
	-0,006
	0,885*
	-0,148
	-0,851*
	

	Total Market
	0,016*
	0,904*
	-0,347
	0,632*
	

	Reduced Market
	0,019
	0,923*
	-1,008
	1,410
	


In this study, the Valuable Brands Portfolio presents lower investment risk than the others portfolios, confirming the evidence already empirically encountered in Billet et al. (2014), Dutordoir et al. (2015), Fehle et al. (2008), Johansson et al. (2012), Madden et al. (2006), Oliveira (2009) and Oliveira et al. (2010), which have reported that valuable brands ensure lower risk investment to shareholders.
However, returns could not be analyzed in this study, thus it is not possible to affirm whether the investment in the Latin American Valuable Brands Portfolio maximized shareholder return for the period 2004-2013. It is possible to affirm that it offered the lowest investment risk. Similar results were found in Billet et al. (2014), Dutordoir et al. (2015), Fehle et al. (2008), Johansson et al. (2012), Oliveira (2009) and Oliveira et al. (2010), which also did not present a significant intercept in the Valuable Brands Portfolio regression and therefore did not analyze returns.
The results of this study highlight the relevance and need for further work on the relationship between brand equity and shareholder value. A comparison of the results from similar studies using a ranking of the most valuable brands created by different institutions, if available, would be an alternative for this type of investigation.

