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ASSESSMENT
OF BRAND VALUE

With regard to the valuation of brands, there
are many studies, concepts, methods, standards,
recommendations and legal decisions. However,
not all of them can be applied in practice,
because evaluating the value of a brand from an
economic point of view and the value of a brand
in accordance with existing accounting and
financial accounting standards is not an iden-
tical valuation process, which is complicated by
the procedure for recognizing a brand as an
intangible asset, the opportunities and condi-
tions for clarifying its value, understanding its
market capitalization and its reflection in the
balance sheet or the impossibility and inexpe-
diency of such reflection, understanding the
strength of the brand (on the example of the
Apple brand) and branding (on the example of
the Apple and Microsoft brands). This situation
requires to study. the conditions under which a
brand can be recognized as an intangible asset,
what exactly can be considered the value of the
brand as an intangible asset; exactly what brand
value can be reflected in the company’s balance

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5

YEIIEJEHKO Anxeika,

K. €. H., JIOIICHT, JIOIICHT KadepH MapKETHHTY
Jlep»kaBHOTO TOPrOBEIHLHO-CKOHOMIYHOTO
YHIBEpCHUTETY

By Kioto, 19, M. Kuis, 02156, Ykpaina

ORCID: 0000-0001-7794-2221
a.chepelenko@knute.edu.ua

HEPKOBHMIA Cepriii,
ayaurop, CAP, DipIFR (ACCA)
TOB "En Ena Ti Ayout"
ByI. O4akiBcbka, 5/6, od. 100.1,
M. Kuis, 03151, Ykpaina

ORCID: 0009-0002-0789-5495
info@ntaudit.com.ua

JAHYEHKO Jlapuca,

CT. BUKJIaga4 Kadeapu

Cy4JacHHX €BPONEHCHKNX MOB JlepKaBHOTO
TOPTOBEIILHO-CKOHOMIYHOTO YHIBEPCUTETY
By Kioto, 19, M. Kuis, 02156, Ykpaina

ORCID: 0000-0002-9281-3900
Ldanchenko@knute.edu.ua

OLIIHKA
BAPTOCTI EBPEHIOY

Icnye 6acamo Oocniodicenv, KoHyenyiil, me-
moois, CMaHoOapmie, PeKoMeHOayill ma Iopuouy-
HUX pilleHb w000 OYIHKU eapmocmi OpeHOis.
Ilpome ne 6ci oMU MOXCYMb 6YMU 3ACMOCOBAH]
Ha npakmuyi, aodxce OYIHUMU 8apmicms OPendy 3
EKOHOMIYHO20 N02iA0Y | 6apmicms OpeHOy 8iono-
BIOHO Q0 ICHYIOUUX CIMAHOAPMIE OYX2aAIMEPCbKO20
ma QIHaHC08020 OOIKY He € MOMONCHUM NpOYye-
COM, AKULL YCKIAOHIOEMbCS NPOYEOYPOIO GUSHAHHS
OpeHoy HemamepianoHuM AKMUBOM, MONCIUBOC-
mAMU MaA YMOBAMU 3 ACY8AHHS U020 BAPMOCHII,
PO3VMIHHA 11020 puHKo60i Kanimanizayii ma it
8I000padNCeHHs 8 DANAHCT AOO HEMOICTUBOCE MA
HeO0OoYiNbHOCMI MAK020 8i000PANHCEHHS, PO3YMIH-
Hs cunu 6pendy (Ha npuxiadi 6pendy Apple) i
bpenounzy (Ha npuknadi 6pendie Apple ma
Microsoft). Taxa cumyayis nompebye Oocui-
OJ#CeHHA: YMO8, 3a AKUX OpeHO Modce Oymu 8us-
HAHO HEMAMEPIANLHUM AKIMUBOM,; WO CAME MOiCe
88adcamucs eapmicmio Openoy K Hemamepiany-
HO20 aKmMusy; sIKa came 6apmicmy Openody modice
oymu 8ioobpadicena 6 Oanauci Komnawii ma 3a

SAKUX YMOS, YOMY MAE Micye WaneHull po3pue Misxc
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sheet and under what conditions; why there is a
frantic gap between the company’s book value
and its market capitalization, what can be
affected by a change in the market capitalization
of the brand and how reputational risks can
affect a change in the market capitalization of
the brand. A comprehensive overview of the
complexity and multifactorial nature of asses-
sing the value of brands and its reflection in the
financial statements of companies is offered.
Hypothesis: There is only one meaningful form
of value for evaluating and verifying the brand
value: the price a buyer is willing to pay for the
brand in a real deal.

In the process of research, scientific methods
of theoretical generalization and grouping were
used (to systematize methods, methodologies,
estimates of the value of brands and their
analysis); formalization, analysis and synthesis
(for interpretation of analytical materials); logi-
cal generalization of results (formulation of
conclusions). The existing opportunities, condi-
tions and procedures for recognizing a brand as
an intangible asset and assessing its value were
considered and analysed; it was found that
brands are increasingly not recognized as an
intangible asset and their value is not included
in the balance sheets of companies. Estimating
the value of a brand as a separate intangible
asset remains a problematic issue because of the
valuation itself, its confirmation and annual
revaluation, value fluctuations, which is compli-
cated by the lack of an effective (active) market
and a consistent procedure and practice for
assessing brand value.

Keywords: brand, intangible asset, brand
value assessment, brand value, brand worth,
tangible asset, market capitalization, goodwill,
brand equity

JEL Classification: F6, L20; M30, M31, M41.

Introduction

6anancosoro eapmicmio KOMRAKIL ma it pUHKOB8OI0
Kanimanizayiero;, Ha wjo Moxce Gnaueamu 3mina
punKosoi kanimanizayii opendy i K penymayiiumi
PUSUKU MOJICYMb 8RIAUSBAMU HA 3MIHY DUHKOBOI
kanimanizayii 6pendy. 3anponoHo8ano Komniexc-
HUL 027150 CKIaOHoCmi ma bazamoghaxmopHocmi
OYiHIOBanHs éapmocmi Opendie ma ii idobpa-
JHceHHst Yy (DIHAMCOGIN  36IMHOCMI  KOMNAHILL.
Iinomesa: icuye nuwe oona 3Hauywya popma
eapmocmi 01 OYIHKU 1 NepesipKu 8apmocmi
Opendy: yina, Ky nOKyneyb 20moeutl 3aniamumu
3a OpeHd y peanbHiil y2ooi.

Buxopucmano nayxosi memoou meopemud-
HO20 y3a2anbHeHHs Ma epyny8ants (0 cucmema-
musayii Memoois, Memooo102il, OYiHOK apmoc-
mi 6pendis i ix aunanizy), gopmanizayii, ananizy
ma cunmesy (0ns inmepnpemayii aHATIMUYHUX
Mamepiania); J02iUHO20 Y3A2ANIbHeHHs. Pe3)ilb-
mamis (ghopmymosanus eucHoskig). Pozenamnymo
ma nPoaHani308aHO ICHYIOUL MONCIUBOCI, YMOBU
i npoyedypu 6U3HAHHA OpeHOy HeMAamepiarbHUM
AKmMu8oM ma OYiHKU 1020 8apmMoOCHi; 3 ’sC08AHO,
wo OpeHOU 8ce uacmiuie He BUSHAIOMbLCA K
HeMamepianbHull akmue i ix 6apmicmo He GKII0UaA-
emvcs 6 banancu xomnawiu.  Qyiniosanns
eapmocmi ma YiHHOCMi OpeHOy AK O0KpemMozo
HeMamepiaibHo20 aKmugy 3aIUUAEMbCst Npoo-
JIeMHUM NUMAHHAM Yepe3 camy OYiHKY 6apmocmi,
il niomeepodicenHss ma WOpPIUHY NePeoyiHKY,
KOJIUBAHHS 8APMOCMI, sIKe YCKIAOHIOEMbCA BI0-
CYymHicmio epekmusHo2o (AKmueHo20) PUHKY U
1320001CeHOT npoyedypu ma NPaKmuku OYiHIO8aH-
H3 8apMOCMmi OpeHOy.

Knwouoei cnosa: Openpa, HemarepialbHUN
aKTHB, OLIIHKa BapTOCTi OPEeHAy, BapTICTh OpeH-
Jly, WIHHICTB OpeH/1y, MaTepiajbHuil aKTHUB, PUH-
KOBa KariTaji3allisi, TyABiJI, Kamitan OpeHy.

Previous studies of the main methods and methodologies for assessing

brand value using the rating approach (Chepelenko & Tserkovnyy, 2024)
from the global holding company for media, marketing and corporate com-
munications Omnicom Group Inc. Interbrand, the specialized consulting
company Brand Finance and the world leader in the field of marketing re-
search, consulting and analytics Kantar indicate that brands are increasingly
recognized as an asset and their value is included in the balance sheets of
companies.

However, no matter how long brands were researched theoretically, it
1s necessary to understand how these researches correlate with legal, econo-
mic and accounting requirements, opportunities and feasibility.

90 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5



MARKETING

The results of a joint study by Interbrand, B2B market research leader
NewtonX and integrated communications agency Brodeur Partners (/nter-
brand, 2024) indicate that 67% of companies on the S&P 500 list may be
misvalued due to a misunderstanding of a key business asset — the brand (as
an intangible asset).

What exactly is a brand, from the point of view of law and accounting
in Ukraine, is currently an undefined issue.

The study of normative legal acts of Ukraine and intergovernmental
agreements on the term "brand" (Verkhovna Rada of Ukraine, 2024) raised
even more questions. Firstly, the term "brand" is not written in any regulatory
legal act of Ukraine (with the exception: the term "brand of the organizer of
gambling games" is used in the meaning given in the Law of Ukraine "On state
regulation of activities regarding the organization and conducting the gambling
games" (Law of Ukraine No 768-IX, 2020, July 14, Art. 1); secondly, the
association of the "brand" with the "trademark" and/or other objects of
intellectual property (as intangible assets) has not been formally proven;
thirdly, the National regulation (standard) of accounting 8 "Intangible assets"
(NR(S)A 8, 1999) also contains methodologies for accounting information
about the brand.

A study of International Accounting Standard 38 "Intangible Assets"
(IAS 38, 2012) provides an opportunity to understand that:

the terms "brand" and "brand name" are often used interchangeably
with trademarks and other brands, but the first ones are generic marketing
terms that are mostly used to refer to a group of connected assets such as
trademarks (or service marks) and are associated with the corresponding
trade name of the product, formulas, recipes and technological expertise
(IAS 38,2012, p. 37);

a class of intangible assets 1s a group of assets that are similar in nature
and use in the business entity’s activities. Individual classes may, for
example, include:

* brand names;

« titles and edition names;

 computer software;

* licenses and privileges;

* copyrights, patents and other industrial property rights, service and
exploitation rights;

* recipes, formulas, models, projects and prototypes;

« intangible assets at the development stage (IAS 38, 2012, p. 119);

At the same time:

"internally generated brands...should not be recognized as intangible
assets" (IAS 38, 2012, p. 63);

"spending on internally generated brands... cannot be separated from
expenses on business development as a whole". Consequently, such objects
are not recognized as intangible assets (IAS 38, 2012, p. 64);
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"an active market (IAS 38, 2012, p. 78) cannot exist for brands...
trademarks, because each such asset is unique". In addition, although intangible
assets are bought and sold, contracts are concluded between individual buyers
and sellers, and transactions occur relatively rarely (IAS 38, 2012 p. 78);

"the price paid for one asset cannot provide a sufficient indication of
the fair value of another asset" due to the uncommon practice of buying and
selling intangible assets (IAS 38, 2012, p. 78);

"price information is often not publicly available" (IAS 38, 2012, p. 78).

Thus, summarizing information about intangible assets, we can affirm
that intangible assets are generally non-physical assets/intellectual assets
(patents, trademarks, franchise or license agreements, copyrights and
company brands) that:

» are used for a long time;

* have the difficulty of determining their value;

* have the problem of proper assessment and accounting largely due to
the difficulty of determining their value;

* have shortcomings in terms of measurement reliability, costs
associated with them;

* have uncertain future effects;

« the useful life of an intangible asset can be identified or not identified;

* can increase the possible future value of the company and can be much
more valuable than its tangible assets.

Brand equity can be considered as an intangible asset, since the value
of a brand is determined by the perception of the company’s customers and
is not a physical asset.

Therefore, intangible assets are shown on the company’s balance sheet
as long-term assets, valued according to the purchase price and amortization
schedules only if they are identifiable, controllable, and there are future
economic benefits from their use.

The aim of the proposed study is to clarify problematic issues
regarding: assessing the cost and value of a brand as a separate intangible
asset and the unsettledness of the term "brand" itself; restrictions and/or
impossibility of recognizing brands as intangible assets; excess of market
capitalization over the value of the company’s assets.

Hypothesis: There is only one meaningful form of value for evaluating
and verifying brand value: the price a buyer is willing to pay for the brand in a
real transaction.

Scientific methods of theoretical generalization and grouping (for the
systematization of methods, methodologies, brand value estimates and their ana-
lysis); formalization, analysis and synthesis (for interpretation of analytical mate-
rials); logical generalization of results (formulation of conclusions) were used.

The scientific study, the main part of which is laid out in three sections,
focuses on the analysis and the possibility of applying the requirements of the
ISO 10668 and ISO 20671 standards regarding the assessment of brand value
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and their correlation with International Financial Accounting Standards,
which provides an opportunity to find out brand equity as an intangible asset,
the correctness of the brand value assessment and the consequences of a
change in such value.

1. Key approaches to the disclosure of information on intangible
assets and features of brand valuation

The study of key approaches, changes and requirements for intangible
assets and goodwill, set forth in FASB standards, provides an opportunity to
understand the nature and the need to clarify the criteria for recognizing
intangible assets and the value of goodwill, which should contribute to future
cash flows and reflect the expectations of the business entity (Table 1).

Table 1
Approaches, changes and requirements for intangible assets
and goodwill by FASB standards
FASB standard Intangible assets Goodwill

Internally generated
goodwill is not subject to

FASB ASC 350 lntangll_)le assets must be identifiable; reglstrgtlon;. .

Recognition of the business entity must be able to demonstrate goodwill arising from a

. . : control over the future economic benefits of the business combination is not

intangible assets . . . .
intangible asset subject to amortization;

goodwill is verified for
devaluation at least annually

Reflects the expectation of

Intangible assets with limited useful lives must the business entity that the

FASB 142 be amortized over their useful lives, while .
L . . . S . . value of the goodwill will

Amortization of intangible assets with indefinite useful lives are .

] ; . . contribute to future cash

intangible assets not amortized but are subject to annual

. . . flows
verification for devaluation

Requires each identifiable intangible asset to be measured and reported
separately from goodwill if it arises from contractual or legal arrangements, or if
it can be separated and sold;

the method of consideration of intangible assets during business combinations
has been revised

FASB 141

Approach to intangible
assets in business
combinations

Source: compiled by authors in accordance with (FASB 350, 2021; FASB 142, 2001;
FASB 141, 2001).

The main information disclosure requirements for intangible assets
according to FASB standards are the mandatory disclosure by business entities
of the gross book value and accumulated amortization of intangible assets and
methods, terms of useful life, changes that have occurred with intangible assets.

In 2001, FASB 141 (FASB 141, 2001) introduced a requirement for
identifiable assets (tangible and intangible) of US companies to capitalize
acquired intangible assets taking into account liabilities and contingent
liabilities at their fair value. Intangible assets should be the separate net
balance between the total amount of acquired net assets disclosed in the
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consolidated statement of the acquiring company and the acquisition cost
treated as goodwill.

One of the controversies associated with this type of intangible asset,
such as a brand, is the determination of brand value through goodwill.
According to FASB standards, the brand value assessment can be determined
by a contract for the purchase and sale of net assets, after which goodwill is
reflected (recorded) in the financial statements as the excess of the amount
paid for the net assets over their fair market value, while internally generated
goodwill is not subject to registration.

There are similarities between FASB standards and international
recommendations of the International Accounting Standards Board (IASB)
on intangible assets as to determining fair value and verifying for
devaluation, and differences concerning to criteria for recognition and further
evaluation of intangible assets. However, the ITASB’s recommendations have
specifics regarding the criteria for recognition and further evaluation of
intangible asset.

The existing international brand evaluation standards ISO 10668
Brand Valuation (ISO 10668, 2010) and ISO 20671 Brand Evaluation
(ISO 20671, 2021) indicate that a brand "is an intangible asset" that is
designed to create "distinctive images and associations in the minds of
stakeholders, thereby creating an economic benefits/values".

In order to standardize approaches to brand evaluation (including
those brand evaluations conducted by analysts, investors and lenders), the
International Organization for Standardization (/SO) involved standardi-
zation committees from around the world, developed and published
ISO 20671 Brand Evaluation, which is an international meta-standard, has a
stable structure and a set of principles for conducting systematic brand
evaluation, requires proactive management of brands and their verifying
(at least once a year), because in financial accounting brands are too often
considered as incidental business costs.

ISO 20671 is used by marketing professionals to explain branding’s
contribution to business value.

In addition, the global standard for brand valuation recognizes that the
primary purpose of a brand is to "increase the overall value of the business,
reduce risk and continue the sustainable existence of the company that owns
the brand" (ISO 20671, 2021).

Therefore, ISO 20671 Brand Evaluation is intended to help business
entities understand and identify ways to increase brand value, which is
determined by improving financial indicators, its strength and effectiveness.

Brand evaluations (Brand valuation and Brand evaluation) are related
and interact with each other, but brand evaluation according to ISO 20671
Brand evaluation is broader and includes non-monetary considerations.

ISO 10668 Brand Valuation (ISO 10668, 2010) is an international
meta-standard that defines the structure of monetary valuation of a brand,
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including objectives, valuation bases, valuation approaches, valuation
methods and sources of qualitative data and assumptions, defines reporting
methods for the results of such valuation, etc.

Brand valuation according to ISO 10668 Brand Valuation is deter-
mined from the point of view of the company that owns the brand (brand
value 1s measured using relevant indicators that assess the impact of the brand
on customers/users) and all stakeholders and includes both monetary
considerations (i.e. brand value) and non-monetary considerations (i.e. brand
strength and equity), its value (the price (premium) a consumer is willing to
pay for a particular brand over a base level).

The framework of brand value assessment is a set of interrelated parts
that determine the interconnection between the assessment of the value and
worth of the brand, each of which is based on the previous part, while the
term "brand worth" is mostly used to denote "the present value of the
expected future monetary flows attributable to the brand" (ISO 10668, 2010),
and "financial value of the brand" (FVB) refers to the estimation of the total
monetary value of the brand at a given point in time. The method that should be
chosen for calculating or evaluating the financial value of the brand depends on
the purpose of the evaluation: purchase, sale, lease or increase of financial result.

The practical application of ISO 20671 and ISO 10668 creates a
feedback cycle for continuous improvement of the brand, which will
contribute to increasing its value over time, and by changing the composition
and level of brand inputs based on such feedback, there can be a potential
opportunity to improve brands, to ensure their effectiveness and certain
advantages and a better experience for consumers and stakeholders.

2. Global status of intangible assets (brand recognition and infor-
mation disclosure)

Most intangible assets are not recognized due to restrictions imposed by
financial reporting rules which state that internally generated intangible assets
such as brands cannot be disclosed on a company’s balance sheet.

Accounting standards (international and national) prevent companies
from recognizing the most part of the value of the intangible assets they
create. Instead, intangible assets are recognized when they are acquired or
identified as an asset separately from goodwill if the asset is acquired in a
business combination.

This approach to recognition and intangible assets can lead to
distortion of information about the value of the company that owns the
intangible asset.

For companies whose shares are in free turnover, the question of the
value of intangible assets in the composition of assets is not as critical as for
other companies, since their market value is determined by market
capitalization. The excess of market capitalization over the value of a
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company’s assets means that investors value the company higher than its
book value, which may indicate high expectations for the company’s future
growth, its profitability, or the presence of unique intangible assets such as a
brand or intellectual property.

Globally, disclosed intangible assets in 2023 generally remain
unchanged, but further analysis by classes of intangible assets shows that for
the first time since 2008, the value of disclosed intangible assets has shifted
from goodwill to specific intangible assets such as brand, technologies and
relationships (Brand Finance, 2021).

During 19962023, intangible assets show rapid growth from
USD 6 trillion up to USD 61.9 trillion in 2023, i.e. by 1031% (Figure I)
(Brand Finance, 2023).
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Figure 1. The trend in the composition of global value according
to Brand Finance for 19962023, USD trillion

Source: (Brand Finance, 2023).

Brand Finance research also shows that in 2023 the US market
remains intangible (73% of US corporate value accounts for intangible assets,
including technologies and brands) compared to the global average index
(50%), while in China only 16% of assets are valued as intangible.

In 2023, global intangible value recovered, surpassed pre-pandemic
level and grew by 8% from USD 57.3 trillion in 2022 to USD 61.9 trillion in
2023, that is almost 3 times higher than the US GDP. During the same period,
the value of global tangible net assets remains stable.
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The intangible intensity of the US is driven by some of the largest
technical, internet and media giants that have US jurisdiction. Apple, the
company with the highest intangible value in the world, provides 8% of total
US intangible value.

As indicated in the Global Finance GIFT report (Brand Finance, 2023),
the non-monetary assets of the most powerful brands (without physical
substance) are grouped into three broad categories: rights (including leases,
agreements and contracts); relationships (including trained workforce);
intellectual property (including brands, patents and copyrights).

3. Evaluation of the value of the Apple brand

The results of the research on the valuation of brands using the rating
approaches of world-renowned companies prove that in 2023, brands that
have diversified and are represented in several sectors and that are focused
on expanding the brand, its dynamic development compared to competitors,
will continue to dominate. Thus, the value of the Apple brand, which for
11 years in a row occupies the first place in the ratings for 2013-2023,
increased: by more than 5.11 times according to the Interbrand methodology;
3.4 times — according to the Brand Finance methodology and 4.76 times —
according to the BrandZ methodology from Kantar Group (Figure 2).

Research on brand value assessment using rating approaches
demonstrates not only different results of their value assessment, but also a
significant gap (inconsistency) between tangible book value, net tangible
book value and market capitalization of brands.
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AT LA I 880,46
B o

BrandZ from Kantar Group 2 185 07

Brand Finance Fosmrasmmrazms297,5 i

1873

Interbrand ey 502,68

0 100 200 300 400 500 600 700 800 900 1000

=2023 @2013

Figure 2. Estimated value of Apple according to Interbrand, Brand Finance and
Kantar BrandZ methodologies for 2013-2023, USD billion

Source: compiled by the authors based on data (Chepelenko & Tserkovnyy, 2024).

For example, the net tangible book value of Apple in 2023 was
USD 40.32 billion, on the other hand, the material cost was equal to
USD 74.1 billion, that is, USD 30.78 billion is the value of intangible assets,
and relative to market capitalization, the value of intangible assets is more
than 93 times (see Figure 3).
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Figure 3. Dynamics of tangible book value, net tangible book value and market
capitalization of Apple for 2013-2023, USD billion

Source: compiled by the authors based on data (Apple Balance Sheet 2009—2024, 2024;
Market capitalization of Apple (AAPL), 2024).

In 2013, the share of tangible assets was 2.89% of the book value of
assets (97.11% — the share of intangible assets), in 2023 — 54.41% of the book
value of assets (45.59% — the share of intangible assets) (Figure 4).
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Figure 4. Dynamics of Apple’s asset structure for 2013—-2023, USD billion
Source: compiled by the authors based on data (Apple Inc. Form 10-K, 2013, 2023).

Internally developed intangible assets are not reflected as such in the
company’s balance sheet. Although an intangible asset such as the Apple logo
has total recognition, it does not appear on the company’s balance sheet
because the logo is an internally developed intangible asset and does not have
a price at which the fair market value could be determined, as it would, if the
logo was the part of an acquisition of another company (7able 2).

98 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5



MARKETING

Table 2
Apple’s consolidated balance sheet (assets) for 2013, 2020 and 2023, USD billion
Assets As of:
28.09.2013 [ 28.09.2020 | 28.09.2023
Current assets
Banknote roll and its equivalents 14.259 38.016 29.965
Short-term marketable securities 26.287 52.927 31.590
Accounts recelv_able less reserves in the amount of USD 99 and 13.102 16.120 29 508
USD 98 respectively
Commodity stocks 1.764 4.061 6.331
Deferred tax assets 3.453
Supplier’s non-trade receivables 7.359 21.325 31477
Other current assets 6.882 11.264 14.695
Total current assets 73.286 143.713 143.566
Non-current assets
Long-term marketable securities 106.215 100.887 100.544
Fixed assets, net 16.597 36.766 43.715
Goodwill 1.577
Purchased intangible assets, net 4.179
Other assets 5.146 42.522 64.758
Total non-current assets 73.079 180.175 209.017
Total assets 207.0 323.888 352.583

Source: compiled by the authors based on data (Apple Inc. Form 10-K, 2013, 2020, 2023).

The results of a study of Apple’s financial statements indicate that the
company’s goodwill in 2013 amounted to approximately USD 1.577 billion,
acquired intangible assets amounted to USD 4.179 billion, intangible assets
are not included in current assets because they are used in the business for
more than one accounting period, that is, they have a long useful life.
Intangible assets with indefinite useful lives, such as goodwill, are not
amortized systematically. Instead, they are included on the balance sheet, as
Apple has done, and periodically are reviewed for devaluation (Apple
Goodwill and Intangible Assets 2010-2024 AAPL, 2024).

In 2023, Apple’s revenues fell by 2.8% compared to 2022, but Apple
has a long-term non-linear trend: declining revenues (2016, 2019 and 2023)
against the background of a steady trend of increasing market capitalization
(from USD 500.74 billion in 2013 to USD 3.07 trillion in 2023).

Since December 1, 1998, Apple’s market capitalization has increased
from USD 4.60 billion up to USD 3.45 trillion, increasing by 74 887.64%
and showing a cumulative annual growth rate of 29.32%.

Apple’s market capitalization as of August 23, 2024 was USD 3.45
trillion and already in 2024, the growth of market capitalization is 23.95%
(Market capitalization of Apple (AAPL), 2024).

In 2011, Apple overtook the world’s most valuable public company,
Exxon Mobil, to become the stock market leader, starting an era of
technological superiority and its own steady growth. The 2023 results state
that the value of the shares has slowed down in 2023 in favour of such
powerful brands as Microsoft, Nvidia and Alphabet, Google (the parent
company), whose total value has increased by USD 2.5 trillion for the year.
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Bloomberg experts (Bloomberg, 2024) attribute this dominance to the
emphasis of brands on generative artificial intelligence.

These transformations are part of a shift in the stock market’s priorities
with the appearance of generative artificial intelligence, a technology that can
not only answer questions, create images and write code, but also has the
powerful potential to both disrupt and create businesses.

Since September 30, 2008, the price ratio of Apple Inc. to the material
book value increased from 3.97 to 51.66 as of August 23, 2024. Apple Inc.
average price ratio to the tangible book value for 2008-2024 was 14.73
(Apple Price to Book Ratio 2010-2024 AAPL, 2024).

Reflecting the market capitalization of the value of the company’s
brand in the balance sheet is a formally inconsistent issue, since it requires
the separation of the brand from other intangible assets and it is not observed
in Apple’s consolidated balance sheet (see 7Table 2) and, as in the case of the
Perrier problem, the value of such intangible assets may decline rapidly due
to increased reputational risks and stock market reactions.

Instead, a decline in revenue in 2023 could indicate that Apple has
reached the limit of growth, that is a common problem for successful
companies related to life cycle, cash flow and achieving significant size.

In addition, according to the estimates of the consulting firms IDC and
Counterpoint, the global slowdown in demand for new smartphones by 3—
6% indicates a worsening of market conditions and Apple, which has trade-
tionally relied on iPhone sales, faces the risk of limited growth paths related
to hardware sales, services and payments.

Market saturation, unsustainable growth rates in the long-term lead to
a critical saturation point where there is no room for further expansion, which
can lead to reduced profitability due to reduced returns or loss of scale
economy.

Legal and regulatory issues (governments, as representatives of
customers and consumers, generally frown on monopolies unless they are in
the public domain) arising from Apple’s desire to dominate the market are
also a general constraint on growth, as companies that occupy a dominant
position in the market, risk being nationalized or forced to abandon certain
activities, often accompanied by significant fines.

For Apple, 2024 also began with a number of obstacles:

* preparation of an antitrust case by the US Department of Justice
against Apple;

» Apple contractor Foxconn Technology Group (India) reported on a
falling profit compared to 2023.

« financial (Barclays) and investment (Piper Sandler) partners down-
graded the company’s shares (WIPO Report, 2024);

* Microsoft left behind Apple in market capitalization (Microsoft ended
the day at USD 2.89 trillion, 1% higher than Apple’s USD 2.87 trillion)
(Bloomberg, 2024).
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However, this did not prevent Apple from increasing its market
capitalization, which as of August 23, 2024 increased by 15.18% to
USD 3.4489 trillion.

This achievement became possible, including thanks to:

* to a significant increase in measured actions after a positive report from
the investment bank Wedbush Securities Inc. (Wedbush Securities Inc., 2024),
whose analysts praised Apple’s initiatives in the field of artificial intelligence
and believe that Apple’s ecosystem can become the basis for a consumer
revolution in the field of artificial intelligence, and such powerful brands as
Google and Meta will adapt their software for working with the Apple platform;

« the presentation at the 2024 Apple Worldwide Developers Conference
(June 10, 2024) of Apple’s new products and the announcement of the
integration of artificial intelligence GPT-40 into its software ecosystem,
focusing on the possibilities of using artificial intelligence for writing texts
and creating images;

» predicting the launch of Apple App Store for artificial intelligence
applications for a potential US$ 5 billion increase in service revenue annually
until 2025;

* speculation regarding Apple’s strategic move to acquire ESPN assets,
changes of the content and service landscape (Apple’s acquisition of US
cable sports television channel ESPN from The Walt Disney Co.);

* the development and creation of a system to ensure the protection of
confidential user information and the recognition of «Apple Account» fraud
attempts (with the release of new versions of the operating systems 10S 18,
1PadOS 18, macOS Sequoia and watchOS 11;

» according to the forecast of Wedbush Securities Inc. analysts (Wedbush
Securities Inc. 2024), that Apple will become the first company with a market
capitalization of USD 4 trillion in 2024, with Microsoft falling behind in early
2025 as the Al revolution begins (Wedbush Securities Inc., 2024).

Taking into account Apple’s sustained long-term dominance of the
high-class smartphone market and significant financial backing from mar-
ketable securities, Apple’s dependence on diversifying iPhone business is
obvious. In this regard, in 2024 it is planned to introduce a new Apple product
(the company’s first new hardware in a decade) — the Vision Pro virtual
reality headset, which will be the first major new product category that the
company has released since the Apple Watch in 2014. (Wedbush Securities
Inc., 2024). It should also be remembered that brands are vulnerable due to
their dependence on such intangibles as reputation and people’s perception
of them. Building a certain/desired brand perception can take years as
reputation is built with repeated evidence that the brand justifies its position.

Conclusions
The ranking approach to brand valuation is a reminder that brands are
a valuable corporate asset, but the different results and range of valuations
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for the same brand make it difficult for owners, managers and investors to
make effective decisions about further branding.

Doubts about the accuracy of brand value estimations are not news,
because there are too obvious inconsistencies:

e brands whose value doubles or doubles annually;
e brands that are more valuable than the entire company they belong to;
e the value of the brand varies by 2—4 times depending on the issuer.

The problem lies in a qualitative rather than a quantitative approach to
assessing the value of brands, which, firstly, is subjective; secondly, it does
not take into account real-time changes in the market, thirdly, it does not take
into account and/or cannot find out the price that the buyer is willing to pay
for the brand in a real transaction, so the proposed hypothesis on the existence
of only one significant value form to evaluate and verify brand value: the
price a buyer is willing to pay for a brand in a real deal is confirmed.

The conducted research proves that the assessment of the value and
worth of the brand as a separate intangible asset remains a problem due to
the very assessment of the value, its confirmation and annual reassessment,
because there is a fluctuation in the value, which is complicated by the lack
of an effective (active) market and an agreed procedure and practice for
assessing the value of the brand.

Estimating the value of a brand as a separate intangible asset remains
a problematic issue, primarily due to the lack of an agreed procedure and
valuation practice, as well as the regulatory and legal unsettlement of the term
"brand" itself.

Most intangible assets are not recognized as assets due to restrictions
imposed by financial reporting rules, which state that internally generated
intangible assets, such as brands, cannot be disclosed on a company’s balance
sheet (IAS 38, NR(S)A 8).

Among the justifications for this approach is the impossibility of a
reliable brand assessment:

« expenditure on internally generated brands... cannot be separated from
expenditure on business development as a whole;

* an active market cannot exist for brands... trademarks because each
such asset is unique;

» the price paid for one asset may not provide a sufficient indication of
the fair value of another asset.

Instead, intangible assets are recognized when they are acquired or
identified as an asset separate from goodwill if the asset is acquired in a
business combination.

This approach to recognition and intangible assets can lead to
distortion of information about the value of the company that owns the
intangible asset.

For companies whose shares are in free turnover, the question of the
value of intangible assets in the composition of assets is not so critical, since
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their market value is determined by market capitalization. The excess of
market capitalization over the value of a company’s assets means that
investors value the company higher than its book value, which may indicate
high expectations for the company’s future growth, its profitability, or the
presence of unique intangible assets such as a brand or intellectual property.

Further research is planned to be directed to the development of a
procedure (algorithm) for the formation and evaluation of the brand value as
a separate intangible asset, which will make it possible to reliably evaluate
the company’s assets and provide users of financial statements with true and
unbiased information about the financial state.
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