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		Abstract

		Firm valuation has been an important domain of interest for finance. Most financial models, however, do not include customer-related metrics in this process. Studies in marketing have found that one particular customer metric, customer satisfaction, improves the ability to predict future cash flows, long-term financial measures, stock performance, and shareholder value. Most of these studies, however, predominantly employ models that are not directly used in finance practice. This paper extends existing literature by examining the impact of customer satisfaction on firm valuation by employing multiples and risk adjusted abnormal return models borrowed directly from the practice of finance. The data utilized includes 3,600 quarter-firm observations from the ACSI, COMPUSTAT, and CRSP databases from 1996 to 2006. The results indicate that purchasing a portfolio of stocks consisting of firms with high levels and positive changes in customer satisfaction will outperform the other three possible portfolio combinations (low levels and negative changes, low levels and positive changes, and high levels and negative changes in customer satisfaction) along with the S&P 500. Initially the stock market undervalues positive satisfaction information, yet the market adjusts in the long-term. 
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