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The magic box of Facebook
AV LW SUHSDUHV WR VHOO 10% RI LWV HTXLW\, ZKDW ULVNV DQG RSSRUWXQLWLHV OLH DKHDG IRU FDFHERRN?
By AlaQ M cKeQQa 
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The phenomenal growth of Facebook

TKH UHFHQW DQQRXQFHPHQW E\ FDFHERRN RI DQ
IQLWLDO PXEOLF OIIHULQJ (IPO) RI LWV VKDUHV KDV ORQJ
EHHQ DQWLFLSDWHG. TKH FRPSDQ\ SODQV WR UDLVH
VRPH $5 ELOOLRQ IRU H[LVWLQJ VKDUHKROGHUV LQFOXGLQJ
IRXQGHU MDUN ZXFNHUEHUJ ZKR FXUUHQWO\ RZQV 28% RI WKH EXVLQHVV, E\ RIIHULQJ IRU VDOH
VRPHZKDW OHVV WKDQ 10% RI LWV WRWDO HTXLW\.

TKH LFRQLF VRFLDO PHGLD VLWH LV QRW \HW HLJKW \HDUV ROG DQG \HW WKH UHJLVWUDWLRQ
GRFXPHQWDWLRQ ILOHG ZLWK WKH UQLWHG SWDWHV SHFXULWLHV DQG E[FKDQJH CRPPLVVLRQ
(SEC) VKRZV WKH FRPSDQ\ PDNLQJ $1 ELOOLRQ LQ SURILW ODVW \HDU.  A TXLWH UHPDUNDEOH
ILJXUH ZKHQ LW LV FRQVLGHUHG WKDW LWV EXVLQHVV PRGHO LV EDVHG RQ WKH YROXQWDU\ SURYLVLRQ
RI SHUVRQDO LQIRUPDWLRQ; EXW WKLV RI FRXUVH LV JROG GXVW IRU DGYHUWLVHUV, IURP ZKRP
FDFHERRN GHULYHV WKH YDVW PDMRULW\ RI LWV UHYHQXH. FDFHERRN, LQ WKH SEC UHJLVWUDWLRQ

GRFXPHQWDWLRQ, SRLQWV RXW WKDW LWV SKHQRPHQDO JURZWK (88% UHYHQXH JURZWK ODVW \HDU, DQG 154% WKH \HDU EHIRUH),
ZLOO, QRW XQH[SHFWHGO\, EHJLQ WR VORZ RYHU WLPH.

Risk factors - loss of users

WKLOVW LW VKRXOG EH DQWLFLSDWHG WKDW WKH UHODWLYHO\ VPDOO QXPEHU RI VKDUHV RQ RIIHU ZLOO EH YRUDFLRXVO\ VQDSSHG XS
E\ LQYHVWLQJ LQVWLWXWLRQV, WKH IXWXUH ULVN IDFWRUV WKH EXVLQHVV IDFHV KLJKOLJKWHG LQ WKH UHJLVWUDWLRQ GRFXPHQW, PHULW
PRUH WKDQ MXVW D FXUVRU\ JODQFH. KH\ WR LWV VXFFHVV LV HQVXULQJ D JURZLQJ, DFWLYH XVHU EDVH, LQ RUGHU WR JHQHUDWH
LQFUHDVLQJ DGYHUWLVLQJ UHYHQXH, DQG LQFUHDVLQJO\ WR VHOO PRUH DGG RQ VHUYLFHV. CXUUHQWO\ WKH FRPSDQ\ FODLPV WR
KDYH 483 PLOOLRQ GDLO\ DFWLYH XVHUV, DQG 845 PLOOLRQ PRQWKO\ XVHUV, DQG ORVV RI XVHUV ZRXOG QDWXUDOO\ HQRXJK OHDG
WR D ORVV RI DGYHUWLVLQJ UHYHQXH.

Risk factors - commercial pressures

TKH SXEOLF VDOH RI VKDUHV, HYHQ WKRXJK UHSUHVHQWLQJ RQO\ D VPDOO SDUW RI WKH FRPSDQ\, LV OLNHO\ WR LQFUHDVH WKH
FRPPHUFLDO SUHVVXUHV RQ WKH FRPSDQ\ WR FRQWLQXDOO\ GHOLYHU JURZWK LQ LWV EXVLQHVV. EQVXULQJ D EDODQFH EHWZHHQ
XVHU JRRGZLOO DQG WKH LQWHUHVWV RI DGYHUWLVHUV LV OLNHO\ WR EHFRPH LQFUHDVLQJO\ SUREOHPDWLF. HLJKOLJKWLQJ WKH GLIILFXOW
EDODQFH LW IDFHV, FDFHERRN KDV EHHQ FULWLFLVHG RQ D QXPEHU RI RFFDVLRQV IRU FKDQJHV LW KDV VRXJKW WR PDNH WR LWV
V\VWHPV DQG SROLFLHV, ZKLFK LW KDV EHHQ DUJXHG ZRXOG KDYH D GHWULPHQWDO LPSDFW RQ XVHUV' SHUVRQDO SULYDF\, ZLWK
WKH ODWHVW EDUUDJH RI SULYDF\ UHODWHG FULWLFLVP FRPLQJ LQ UHVSHFW RI LWV UHFHQWO\ EHJXQ UROO-RXW RI XVHUV' TLPHOLQH
SURILOHV.

Risk factors - competition

A IXUWKHU ULVN IDFWRU RI QRWH KLJKOLJKWHG E\ FDFHERRN UHODWHV WR WKH VLJQLILFDQW FRPSHWLWLRQ SUHVVXUHV LW IDFHV, ZLWK
WKH OLNHV RI GRRJOH, TZLWWHU DQG MLFURVRIW (ZKLFK LQFLGHQWDOO\ FXUUHQWO\ RZQV DURXQG 1% RI FDFHERRN) EHLQJ
SURPLQHQW DPRQJVW FDFHERRN'V FRPSHWLWLYH ULYDOV. DHVSLWH WKH KXJH SURILWV FDFHERRN LV FXUUHQWO\ JHQHUDWLQJ, LW
SRLQWV WR WKDW IDFW WKDW VRPH RI LWV ULYDOV KDYH VLJQLILFDQWO\ JUHDWHU ILQDQFLDO UHVRXUFHV WKDQ LW LWVHOI SRVVHVVHV, DQG
VXFK UHVRXUFHV PD\ EH XVHG DJJUHVVLYHO\ LQ DWWHPSWV WR WDNH EXVLQHVV DZD\ IURP FDFHERRN. OQH FDQ DOPRVW
YLVXDOLVH UDQNV RI FRPSHWLWLRQ ODZ\HUV EHLQJ UHDGLHG IRU D IXWXUH ILJKW.
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