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By FORREST  CARDAMENIS

Beauty marketer Lancme has the highest digital IQ of any brand in its category, according to a new report by L2.

Lancme finished in third place overall with a score of 144, close to top-ranked Urban Decay's 149, and is just one of
five brands overall and the only luxury brand to be designated "Genius." Beauty marketing has become more
sophisticated with digital marketing, and the growth of ecommerce ensures that it will continue to be competitive.

"Digital IQ Index: Beauty 2015" examines and ranks the "digital IQ" of 106 beauty brands based on site and
ecommerce, digital marketing, mobile and tablet and social media performance. Overarching trends in the beauty
sector are also considered at length.

King of the hill
Among the major trends in beauty marketing, Instagram has emerged as the most popular and useful of social
media platforms for brands, and mobile continues to be a field of rapid growth. Facebook has become a pay-to-play
model, but YouTube's popularity has not dwindled, with more than two million beauty videos in English.

Twenty-three percent of consumers who spend heavily on beauty products say that YouTube is a significant part of
buying decisions. Viewership on YouTube is heavily dependent on ad-spend, as previous L2 reports have shown
(see story).

Instagram's popularity is plainly evident, with engagement having tripling year-over-year, while Facebook's
engagement dropped almost 20 percent. Ninety percent of likes and comments on social media posts are on
Instagram rather than Facebook and Twitter.

Instagram also has become a bigger focus of marketers because of its  younger consumer base and disproportionate
makeup of millennial women. The report notes that this year, Este Lauder's annual report used the word "millennial"
19 times compared to zero the prior year, a shift indicative of the focus on the industry.

Este Lauder, which ranked 9th with a score of 135 has been particularly effective at reaching that millennial market.
Its partnership with reality star-turned-model Kendall Jenner and social media activity has made it a popular brand
among youth markets.

L'Oral Group surpassed Este Lauder this year as the company with the highest scoring brands on average, 119 to 111.
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On the whole, the field narrowed considerably; both companies' average fell compared to last year, while lower
ranked companies all had averages increase. The change represents a more competitive field within the beauty
industry.

Among the major changes compared to 2014, user-generated content is playing more of a role for beauty marketers.
While other features, such as store locators, user reviews, auto-replenishment and loyalty programs were not
adapted by many more brands this year, twice as many have UGC gallery pages compared to last year, with many
also adapting UGC boards on product pages. User-generated content offers brands a chance to get consumers more
directly involved and fosters loyalty.

More directly, UGC offers a "guided selling opportunity," as research suggests shoppable UGC can increase
conversion by as much as 12 percent. Of the 112 brand sites included, 35 percent have a diagnostic quiz, 23 percent
have an advanced filter and 6 percent have virtual makeover options, indicating that while guided selling is
definitely being adopted, brands still have room to improve.

Among the major obstacles beauty marketers face is the role Amazon plays in determining sales. A search for
"L'Oral Paris" places official products on the first page, where the majority of purchases are made.

Those who do not distribute through Amazon, a group disproportionately made of luxury brands are likely to lose
sales to unsanctioned products that crowd Amazon's marketplace. Luxury beauty brands will need to find ways to
counter these gray market sales to avoid brand dilution and to optimize sales.

Other topics considered at length include personalization, search and display performance and email. Additionally,
the performance of each brand is briefly explained on the ranking pages of the report.

Think like a genius

A recent L2 report suggested that having a mobile-first mindset and striving to innovate rather than be a fast follower
distinguishes the "Genius" brands from the rest. Although not necessarily the case in beauty, other luxury brands
sometimes have a tendency to fall behind on digital marketing.

Among 11 groups and conglomerates, LVMH brands have the lowest average digital IQ, according to a new report
by L2.

Benefit and Sephora were the only LVMH-owned brands to achieve the highest "Genius" level, with the average score
being in the "Challenged" tier. Despite LVMH's struggles, luxury brands as a whole had an acceptable showing in the
study, neither dominating the genius ranks nor being underrepresented (see story).

One of the ways in which brands can gain an edge with young consumers, as Este Lauder has, is  to take advantage
of a social platform's natural tendencies. Social media is the fastest growing aspect of marketing, and proper
utilization, such as leveraging Facebook for reach and Instagram for interaction, is crucial.

Media advertising spend increased 43 percent on videos and nearly as much on social media, far outpacing all
other channels, according to a report by L2.

Spend on search, the third biggest year-on-year grower, was a comparatively minor 12.7 percent. The shift indicates
the enormous influence of social media and related materials in determining consumer behavior and the
willingness of brands to adjust to what recently seemed like a strange new terrain (see story).
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