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75% of marketers are experiencing diminishing 
returns on their performance marketing spend

The Pulse of Performance Advertising: Diminishing Returns; 2025
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Performance campaign metrics identified by 66% of 
marketers as “looking successful” on dashboards yet 

failing to drive any real growth

The 2026 State of Performance Marketing Report
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We have optimized ourselves onto a plateau
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“This is working – it’s showing a measurable 
impact on sales. Let’s do more of this.”
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At the end of 2025, the top regret for marketers 
was over-indexing on short-term tactics over 

long-term brand building

The 2026 Marketing Priorities Report
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It doesn’t matter where or when we look.

The companies with the best overall marketing ROI 
spend about 50/50 on brand and performance.
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Why do brand and performance interact in this way? 

Why are they both powerful on their own, but more 
powerful together?
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Marketing is about how markets work and how 
humans make decisions.
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Who is currently in the process of buying
a new mobile phone, or thinks they will do so

in the next two weeks?
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Who expects to buy a new mobile phone
in the next two years?
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Current Demand

People who are ‘in the market’ 
and ready to buy

Future Demand

People who are not looking to buy now, 
but who will come into the category at 

some point in future.

In any market, there are two types of demand
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5% - 25% 75% - 95%

In any market, there are two types of demand
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How markets work:

They have a small amount of buyers in them at any 
given point in time, and a massive amount of buyers 

who will come into them later.
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So how do humans make decisions?



FUTURE DEMAND33



FUTURE DEMAND34

When people come into the market, they gravitate 
toward the brands they feel the most familiar with
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Our Familiarity Bias makes us like, trust and choose 
things that are familiar
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How humans make decisions:

As people come into a market, they come with a 
powerful bias toward a small number of brands that 
usually results in them choosing one of those brands

 This often happens regardless of whether there is an
objectively better product available from a brand they’re 

not biased toward
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When we make people familiar with our brand 
before they enter the category, they’re biased to act on 

the marketing we do to drive immediate sales
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Making our brand more well-known makes our 
performance marketing more efficient and effective
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The most familiar brands in the world - the Apples and 
Nikes and Coca-Colas - they take the lion’s share of sales 

not because their ads are more persuasive. Their ads 
work better because their brands are so much more 

familiar to so many more people.
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The AIDA Mental Model

“Advertising causes sales by 
putting the right argument for our 

product in front of the right people”
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The AIDA Mental Model

Never over 15% Sometimes up to 5% Usually ~1%

CONVERSION RATES OF ADVERTISING
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If advertising really caused people to buy products, then 
logically we should see the very best advertising causing 

most of the people who see it to buy the product. There 
should at least be some cases of universally persuasive 

ads. Yet there are none.
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Advertising does not ‘cause’ sales.
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Advertising does not ‘cause’ sales.

But it does ensure brands win a greater share of them.
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Converts Current Demand

Gets as many of the small group of ‘in-market’ 
people as possible to act on the bias we’ve 

created, and choose us

Creates Future Demand

Warms up the large group of ‘out-market’ 
people, so when they do come into market, 

they come with a bias toward us

Advertising does two equally important things
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Current Demand

What’s most effective at 
converting current demand?

Future Demand

What’s most effective at 
creating future demand?
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Current Demand

5 - 25%
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Future Demand

75 – 95%
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Current Demand

5 - 25%
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100M+ Views

Sales increased 24%

"Volvo Trucks has exceeded our 
expectations and contributed to the 
Volvo brand increasing its market share 
in Europe to historically high levels”

- Olof Persson
CEO, Volvo Group.
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Creating Future Demand is all about planting positive 
memories of our brand in the heads of that huge group 

of future buyers
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Which requires creativity,  emotion and
reaching a lot of people
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Creativity = original ideas designed to engage people 
rather than simply communicate at them
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Current Demand

5-25%

This small group pays attention to 
uncreative ads

Future Demand

75-95%

Creativity earns the attention 
of this 7x larger group



FUTURE DEMAND65

“Nobody reads advertising. People read what interests 
them and sometimes it’s an ad.”

— Howard Gossage
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“I’ve learned that people 
will forget what you said, 

people will forget what 
you did, but people will 

never forget how you 
made them feel.”

- Maya Angelou
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Current Demand

What’s most effective at 
converting current demand?

→ Rational, uncreative messaging

→ Call to action

→ Tight targeting

Future Demand

What’s most effective at 
creating future demand?

→ Creative, emotional content

→ Memorability

→ Broad targeting
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Current Demand

What’s most effective at 
converting current demand?

→ Rational, uncreative messaging

→ Call to action

→ Tight targeting

“Performance”

Future Demand

What’s most effective at 
creating future demand?

→ Creative, emotional content

→ Memorability

→ Broad targeting

“Brand”
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But hang on, modern companies don’t
waste money on brand marketing…
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But hang on, modern companies don’t
waste money on brand marketing…
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How it started…

"Advertising is the price you pay for 
having an unremarkable product or 

service."
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How it started… How it’s going…

"Advertising is the price you pay for 
having an unremarkable product or 

service."

$20B+ spent on advertising in 2022
World’s largest advertiser
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It’s not one or the other

It’s both performance marketing and brand 
building

We need to convert current demand and create 
future demand

In balance…
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Airbnb’s shift toward brand
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Airbnb’s shift toward brand
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Airbnb’s shift toward brand
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Nike’s shift away from brand
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Nike’s shift toward digital and social



FUTURE DEMAND88

Nike’s shift toward digital and social
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Nike’s social & influencer success

2024: Nike ranked the top 
fashion brand for influencer 
marketing in the U.S.
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Nike’s business collapse

Also 2024: 

Digital sales down 20%.

Profit down 20% ($1B).

Market share down 2% ($7.6B).

Share price down 29% ($30B).

CEO fired.
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If you market like a smaller brand,
you will become a smaller brand.
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Brand Marketing makes companies larger
and more valuable
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700 CFOs, Surveyed by Financial Times

Which outperforms competitors on revenue & profit growth?

The cost center model

Marketing is..
A mechanism for generating transactions - 

value is created as sales are made

When it should return…
At or near break-even within 12 months

Primary focus of marketing investment is…
Performance marketing

The capital asset model
 

Marketing is…
An asset that builds durable value:

brand equity & pricing power

When it should return…
1.25–3× over 13–24 months

Primary focus of marketing investment is…
A balance of brand and performance
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“Marketing has not done a 
very good job of 

marketing marketing.”

- Dara Treseder - Forbes #1 Most Influential CMO
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How does ‘brand marketing’
add commercial value?
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Brand marketing makes people (who aren’t in the 
market yet) familiar with us and emotionally 

positive toward us

So when they enter the market, they gravitate 
toward us and pay more for us
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🙏
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