
Intangible Assets Increase To 84% Of The 500
Value - Learn How To Exploit IP

Intangible assets have become a significant part of the value of the Fortune 500
companies, with a staggering 84% of their total value now constituted by
intangibles. In today's knowledge-based economy, intellectual property (IP) has
become a crucial driver of growth and competitive advantage for businesses
across various industries.

While physical assets like machinery and real estate have traditionally dominated
the valuation metrics, intangible assets such as patents, trademarks, copyrights,
and trade secrets have gained substantial importance in the last few decades.
This article explores the rising significance of intangible assets and provides
insights into how businesses can effectively exploit their IP for growth and
profitability.

The Growing Influence of Intangible Assets

In the era of digitalization, the value of traditional tangible assets has gradually
declined, giving way to intangible assets as the primary sources of value for
businesses. These intangible assets encompass a wide range of intellectual
property that fosters innovation, brand reputation, customer loyalty, and other
intangible factors that contribute to a company's success.
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According to recent studies, the majority of the Fortune 500 companies' value is
now derived from their intangible assets, indicating the shifting paradigm in the
business landscape. The rapid advancement of technology and the increasing
importance of innovation have made intangibles indispensable assets for
companies striving to stay competitive in the market.

Exploiting Intellectual Property for Competitive Advantage

Given the critical role of intangible assets, businesses must understand how to
leverage their intellectual property effectively. Here are some strategies to exploit
IP for sustainable growth and gain a competitive advantage:

1. Develop a Strong IP Strategy

Creating a robust IP strategy involves identifying and protecting the intellectual
property that differentiates your business and gives it a unique edge in the
market. This includes patenting inventions, registering trademarks, and
safeguarding trade secrets. By systematically protecting your IP assets, you can
prevent competitors from imitating your innovations and benefit from revenue
streams generated by licensing or selling your IP.
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2. Foster a Culture of Innovation

Innovation is the foundation of successful businesses. To fully exploit your IP, it is
crucial to create an environment that encourages and rewards innovation.
Encourage employees to contribute ideas, promote collaboration, and establish
processes to capture and evaluate potential inventions. By fostering a culture of
innovation, you enhance your business's ability to generate valuable intellectual
property.

3. Maximize Collaboration and Partnership Opportunities

Collaboration and partnerships can play a pivotal role in unlocking the value of
your IP. By strategically collaborating with other companies, you can complement
your IP assets with their capabilities, expanding your market reach, and creating
mutually beneficial relationships. Furthermore, forming alliances with research
institutions and universities can provide access to cutting-edge research and
development opportunities.

4. Conduct Regular IP Audits

Regular IP audits help businesses assess and manage their intellectual property
portfolio effectively. An IP audit involves evaluating your IP assets, identifying any
potential infringements, and ensuring all IP rights remain updated and aligned
with your business strategy. By conducting regular IP audits, you minimize the
risk of IP theft and enhance the value of your intangible assets.

Mitigating IP Challenges and Risks

While exploiting intellectual property offers immense potential for businesses, it is
crucial to address the associated challenges and risks:

1. Protecting Against IP Infringement



As the value of intangible assets increases, the risk of IP infringement also rises.
Protecting your intellectual property from unauthorized use or theft requires
implementing robust security measures, including IP registrations, monitoring for
potential infringements, and taking appropriate legal action when necessary. It is
essential to be proactive in safeguarding your IP rights to maintain a competitive
advantage.

2. Navigating Complex Patent Landscapes

Obtaining and managing patents can be a complex and challenging process.
Given the intricate patent landscapes, businesses must conduct thorough prior
art searches and consult legal experts to ensure their inventions are protected
and do not infringe upon existing patents. This ensures that your patent portfolio
remains strong and enhances your competitive position.

3. Staying Updated with Changing IP Laws

Intellectual property laws and regulations are constantly evolving, making it
crucial for businesses to stay updated with the latest developments. Changes in
laws can impact your IP strategy, licensing agreements, and protection measures.
Regularly consult with intellectual property experts to ensure your IP policies
remain compliant and aligned with the legal landscape.

The Future of Intangible Assets and IP

As the digital revolution continues to reshape industries, the importance of
intangible assets and intellectual property is set to grow further. Companies that
understand how to effectively leverage their intangibles will be well-positioned to
capitalize on the opportunities presented by innovation-driven markets.

By prioritizing the protection and exploitation of their intellectual property,
businesses can not only secure their competitive advantages but also unlock new



revenue streams and achieve sustainable growth. In a knowledge-based
economy, the ability to exploit IP is becoming a defining factor for success,
making it essential for businesses to develop comprehensive IP strategies and
stay ahead of the curve.

The rise of intangible assets, comprising 84% of the Fortune 500 companies'
value, signifies the growing significance of intellectual property in modern
business. To exploit IP effectively, businesses must develop strong IP strategies,
foster cultures of innovation, maximize collaboration opportunities, and conduct
regular IP audits. By addressing the challenges and risks associated with IP,
businesses can secure their competitive advantages and drive sustainable
growth in the knowledge-driven economy.
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The global innovation race is heating up, with advances in artificial intelligence,
blockchain, biotechnology, data storage and other cutting-edge technologies
transforming sectors and global markets. This is also evidenced in the fact that
the ratio of tangible to intangible assets of industry leaders around the world has
been seeing a drastic change over the past four decades. The market
capitalization of S&P 500 is currently made up of 84% intangible assets, up from
20% in 1975 (according to MSCI).In this book we demonstrate that analyzing
intangible assets of a company in great detail allows building models to
accurately forecast a company’s ability to convert its intellectual property into
stock value in the following quarter. We also demonstrate that a company’s
Artificial Intelligence-IP impact correlates significantly with its future stock
returns.The book also introduces a new innovation-related measure, which is
contemporaneously associated with market valuation and predicts future
operating performance and stock returns. Existing research relating to innovation
and market performance focus on the effects of either the input (R&D) or the
output (patents) of innovation separately. This book differs in focusing on Artificial
Intelligence based innovative efficiency as a ratio of innovative output to input,
based on the idea that efficiency should be highly value relevant. We find that the
predictive power of AI innovation is incremental to that of other innovation related
variables such as R&D intensity, significant R&D growth, patent counts and
citations.We also demonstrate that portfolio analysis confirms the hypothesis and
show that a portfolio of top innovative companies with top AI-IP generated a
return of 237% (+159% to baseline) in the period between January 2017 to June
2019, which is significantly higher than the market (+78%).
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