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In 1900 after publishing his plans to harness radio waves Nikola Tesla, the father of 
alternating electrical current (AC), shared his vision with the great financier J. P. Morgan, 
"When wireless is fully applied the earth will be converted into a huge brain, capable of 
response in every one of its parts.” (PBS, Tesla Life and Legacy - Tower of Dreams, 2015) 
It is a marvel how far into the future Telsa could see.     
 
From Tesla’s vision the next renaissance is emerging.  We are now more than ever a 
global village facing possibly the greatest moment of harmonized innovation.  Through 
this global brain of wireless and digital connections widespread invention is flourishing 
and the related financing evolution will usher in a new era of democratizing capitalism. 
 
From the elite private secondary markets to the active crowdfunding small investors, there 
are a variety of ground breaking macro and micro investment structures evolving and we 
are seeing parabolic growth from their impact.  This impending spread of micro capitalism 
across our global village is transcending all geographic, political and regulatory 
boundaries.  The restructuring of our century old capital formation processes is already 
underway.  As the new structures emerge so will new opportunities to create dynasty 
wealth.   
 
What is dynasty wealth?  Dynasty wealth is amassed through the process of investing 
time or money into disruptive innovation at the point of introduction and remaining 
invested in that innovation until maturity.  History has shown that cycles of human 
innovation produce dynasty wealth for those who have the foresight to identify disruptive 
innovation and foresee its ultimate impact on society when it is mature.  Research has 
shown that dynasty wealth building opportunities can produce returns ranging from 10 
times to 100 times their value during the life cycle of an innovation.  Long-term vision is 
critical for timing both the entry and exit of investment in an innovation.  Collective and 
shared information such as research and tracking are pivotal to empowering long-term 
dynasty wealth building.         
 
What are the cycles of innovation?  History has also shown us that the progress of 
human innovation is accelerating to a point of immediacy. (Toffler, 1980)  The agricultural 
revolution took more than 9000 years, and laid the foundations for the industrial 
revolution. In turn the 300-year industrial era launched the information revolution, which 
was initiated in the 1980s with the introduction of the personal computer and was fully 
implemented with beginning of the Internet in the–mid--1990s. By 2008 the number of 
“things” connected to the Internet surpassed the number people on the earth and by 2020 
it is expected that there will be 50 billion “things” connected to the Internet and 6.7 billion 
of those “things” will be smart mobile devices (Cisco, 2015; Ericsson, 2014)  
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(Kressley, 1997) 

 
As we zoom in on the 20-year digital revolution we can see how the cycles of innovation 
are becoming shorter and shorter.  The foundations laid by the 20-year digital revolution 
launched the even broader social media revolution, which took less than a decade.  Today 
Facebook, with 1.39 billion active users, is now bigger than the largest country on 
Earth(Stenovec, 2015)   
 

 
Source: (Stenovec, 2015) 

 
 
All of this interconnectivity is creating unprecedented networks of social intelligence that 
are mimicking a global brain.  In the following example of just one individual’s LinkedIn 
map of digital relationships, it is easy to visualize how this global brain can take on the 
behavior of  a social hive.   



3 
 

 

 
 
 
The next logical progression of the social media revolution, which established a global 
inteligent  social netork, will be the imminent emergence of the social investing revolution. 
When social investing taps into this dynamic global intellegenceit will open the possibility 
of a mass investing engagement never before experienced and given the pace of inovtion  
could unfold within fewer than 5-years. 

 

 
Source: Modified from (Rodrigue, 2015; Kressley, 1997)  

 
This accelerated progress of innovation has created dynasty wealth along the path.  
When Netscape introduced its easy to use Navigator browser in 1995 the transformation 
of the world economy from industrial to digital was taking an accelerated stride.  Yahoo’s 
launch of the first Web information portal in early 1996 was even more important than 
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Netscape’s launch of its browser months earlier.   (A browser without having information 
to browse is equivalent to cars not having roads or trains not having tracks.) Netscape’s 
browser and Yahoo’s Web information portal resulted in the web user population growing 
from 16 million in 1995 to over 360 million in 2000.   
 
The new companies that emerged to support a growing user base that was larger than 
the U.S. population provided their shareholders dynasty wealth building opportunities.  In 
just three years Yahoo’s share price increased by 205 times from its 1996 IPO to its 1999 
high.   
 

 
Source: (Markowski, 2014) 

 
 
EBay’s share price multiplied by 36 times in the first 12 months after it launched its 1998 
IPO. 
 

 
Source: (Markowski, 2014) 

 
 
AOL’s share price on the first day of 1996 was actually below AOL’s 1992 IPO price.  By 
the end of 1999 AOL’s share price multiplied by three thousand two hundred fifty-one 
(3,251) times.  One thousand dollars ($1,000) worth of AOL shares at the beginning of 
1996 appreciated to $3,250,000 thousand dollars at AOL’s 1999 high. 
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Source: (Markowski, 2014) 

 
 
The social media revolution has brought another wave of dynasty wealth building.  By 
2003 the base of 677 million web users provided the critical mass for the social media 
industry to emerge.  Myspace was founded in the summer of 2003 and Facebook in 
February of 2004.  From 2004 to 2010 Facebook’s user base grew to more than 600 
million users. Social media companies LinkedIn, MySpace, and YELP provided their 
investors dynasty wealth building opportunities. $500,000 invested by Facebook’s first 
investors in 2004 grew to $1.1 billion by 2010. That is dynasty wealth in just six years.  
 
 

 
Source: (Markowski, 2014) 

 
 
The recent widespread expansion of the mobile smart device market has created   
another innovation platform supporting dynasty wealth building opportunity in mobile 
device applications.  According to Ericsson the smart device users grew to 3 billion in 
2014 and are expected reach 6.75 billion or 90% of the global population by 2020. 
(Ericsson, 2014)  
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Source: (Ericsson, 2014) 

 
Smart Phone application companies UBER, Spotify, Airbnb and Lyft generated dynasty 
wealth for their investors between 2008 and 2014 with Uber topping the list at $40 billion 
in just 5 years and is now $50 billion in value. 
 

 

 
Source: (Markowski, 2014) 

 
 

Business Summary 
 
Dynasty Wealth Investing, Inc. (DWII), a Nevada LLC was founded in May 2014.  The 
DWII investing community has both company and individual members. Investing 
members pay subscription fees to receive different levels of access to recommendations, 
alerts about private offerings being conducted by member companies and ongoing 
research on these companies.  Preferred Subscribers have priority access to offering 
alerts, unlimited access to a concierge and access to future investment funds. DWII 
receives monthly cash and/or equity fees from its member companies and additional 
equity incentives   DWII commenced the sales of company memberships in June of 2014 
and individual memberships in February of 2015. 
 
Dynasty Wealth Investing, Inc., is an exclusive “Social Investing Community” whose 
mission is to search for and isolate private and public investments capable of increasing 

Airbnb 2008 6 years $13 billion

Spotify 2008 6 years $4 billion

Uber 2009 5 years $40 billion

Whatsapp 2009 5 years $22 Billion

Smart Phone App 

Companies 

Year

Founded
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ValuationTime
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by 100% per year and multiplying by a range of 10 times to 100 times in value within a 
five-year period. Our community is led by a team of financial professionals, when 
combined have more than 150 years of experience.  The mission of our community is to 
create dynasty wealth for all of our investor members through diversified portfolios.   
 
Dynasty Wealth Investing, Inc., believes that the decade ending 2020 will be recorded 
historically as the best ever for those investors who generated dynasty wealth from 
diversified portfolios. 
 
To qualify for membership in the community, company members must be in operation: 
not in the development stage.  Prospective member companies must have a business 
model that has the potential to grow revenue and profits by a minimum of 100% per 
annum and by 1,000% to 10,000% within five years.    
 
Dynasty Wealth Investing, Inc., and other social investing communities are now emerging 
for two reasons.  The first is the emergence of the social media industry and social media 
becoming ubiquitous.  The second is changing of the rules and regulations pertaining to 
investing that are the result of the passage of the Dodd-Frank Act and it being signed into 
Law in 2010 and The Jumpstart Our Business Startups Act or JOBS Act  (The JOBS Act) 
in 2012. 
 

The Evolution of Popular Investing 
 
Social investing by the masses in the United States originated in the mid-1800s.   This 
period marked the first time that the U.S. populous removed money from banks and 
invested it in companies. The invention of the steam engine locomotive and the building 
of railroads were the motivating factors for pioneers to take the leap. (Wolmar, 2013)  
Banks refused to loan capital to the railroads during this period. In an effort to advance 
their communities’ merchants and residents choose to invest in railroad bonds. The 
amount of capital needed to build the railroads was enormous. For a community, having 
a railroad was crucial to its very survival. The laying of railroad track in every community 
during the 1850s is analogous to the advent of the Internet and everyone gaining access 
to the Web and e-mail in the late 1990s. The railroad transformed the U.S. from an 
agrarian to an industrial economy. The Internet and the railroad are unquestionably the 
two single biggest economic developments that occurred in the U.S. and the rest of the 
world during each of the last two centuries, and both of them created dynasty wealth. 
(Rothstein, 1999)  
 
Pioneers invested after they learned about the opportunity from trusted leaders in their 
communities and because of that trust, followed. This pioneer investing spirit channeled 
through investment banks financed the major inventions and companies that were formed 
between 1880 and 1980.    
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Source: (Markowski, 2014) 

 
The growing popularity of investing resulted in the roaring 20s, a period that was mired 
by securities fraud, resulting in the crash of 1929 and the Great Depression.   When the 
Securities and Exchange Commission (SEC) was founded in 1933 it put an end to social 
investing by its implementation of two new laws.  The first was a ban on soliciting 
investors, which prevented companies from advertising to raise capital.  The second was 
to ban a company from raising capital from the masses (non-accredited investors).    
 
Since the introduction of regulation in 1933 companies had been utilizing broker dealers 
to raise capital exclusively from accredited investors: individuals who have a net worth in 
excess of $1 million.  Then the stock market crash of 2008 resulted in the passage of the 
Dodd-Frank Act in 2010. This new law significantly increased the liability of the broker 
dealers who financed the new inventions and companies, and began the disintegration of 
the ecosystem that had been in place from 1933 to 2010. 
 
 

Crowdfunding Emerges 
 
Crowdfunding got its roots from crowdsourcing, which is the organized enlistment of 
social networks towards completing a visionary project. In crowdsourcing, a visionary 
project originator will create a “helper” landing-page and distribute an invitation to micro- 
help throughout social networks.  If the project has enough popular appeal it can virally 
attract millions of global helpers through the “six degrees of separation” accessible via 
social networking.  Wikipedia is a perfect example of crowdsourcing.  It is a widely used 
digital encyclopedia with an unprecedented breath of content that is created by a global 
social network.  It currently supports over 4,850,087 articles increasing by 800 per day 
with over 10 edits per second by uncompensated editors from all over the world. 
(Wikipedia, 2015)  The next logical progression was crowdfunding, which is essentially 
the same mechanism except it invites micro contributions of money instead of micro 
contributions of help. 
 
U.S. crowdfunding gained traction in 2003 when a Boston musician and computer 
programmer started a website platform where musicians could seek donations from their 
fans to produce digital recordings then continued to evolve into a fundraising platform for 
all types of artistic projects. (Nutting, 2015)   
 



9 
 

Debt-based crowdfunding, also known as P2P or peer-to-peer lending, emerged in 2005 
for the U.K. and in 2006 for the U.S.  Debt crowdfunding allows individual borrowers to 
apply for unsecured loans on social networking platform and access the crowd for 
fulfillment.  Lending Club and Prosper, the two original U.S. platforms started in 2006, 
take a fee for pairing up borrowers with the lenders. (Nutting, 2015)  According to a recent 
paper from the Federal Reserve Bank of Cleveland, P2P has been growing 84% a quarter 
since 2007 and reached $10 billion in 2014. (Kolliner, 2014; Renton, 2015)  (Renton, 
2015) 
 

 
Source: (Renton, 2015) 

 
In the last ten years crowdfunding has evolved to include categories for donation based 
funding, reward based funding and equity based funding and overall these categories are 
experiencing exponential growth as well.  By 2010 crowdfunding platforms worldwide 
generated $89 million in annual funding from public contributors for projects.  In 2011 
funding grew to $1.47 billion. (Massolution, 2015) 
 
In 2011, during the height of the recession, a legislative movement launched within U.S. 
government to introduce this innovative form of financing into the small business funding 
ecosystem as remedy to the long-term decline of this economic sector.   
 
According to the Small Business Administration’s Office of Advocacy, Small businesses 
create two-thirds of the net new jobs annually, employ more than half of the private-sector 
workforce, and generate nearly 50 percent of annual Gross Domestic Product (GDP). 
Additionally, “small firms are much more likely to develop emerging technologies than are 
large firms. (Kobe, 2012) 
 
However, for decades there has been a long-term deterioration of the U.S. environment 
for small businesses.  An analysis of U.S. Census Bureau data in the Wall Street Journal 
points out that the annual rate of new business starts is about 28% lower today than it 
was in the 1980s. (Ohanian, 2014) The smaller companies are disproportionally 
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constrained by lack of growth capital and rising regulatory costs, which is currently 36% 
higher for small companies than the regulatory cost facing large firms. (Shane S. , 2014) 
A Harvard Business School working paper by Karen Mills, former SBA Administrator, 
found that access to financing is critical to the resurgence of small business, which has 
been in a decline long before the recession. “Troubling” is how Mills described the data 
in her long-term study. (Mills, 2014) 
 
 

 
Source: (Hathaway, 2014) 

 
Legislators in 2011 and 2012 understood how this crowdfunding movement would have 
a positive impact on our economy and initiated action. Congress bundled this movement 
into The JOBS ACT (Jump Start Our Business Startups), which was written to allow small 
businesses to harness crowdfunding, expand mini public offerings and create an IPO On-
Ramp. 
 
In addition to legislation related to crowdfunding the JOBS Act included a revision of SEC 
Regulation A (Reg A) rules for small business offerings.  According to SEC hearings, Reg 
A in the old form was "low, slow, costly and burdensome," a virtual "toxic stew of 
impediments" and rarely used. (Posner, 2013)  In 2012 there were only eight qualified 
Reg A offerings and in 2011 there was only one.  The revised version of the this rule 
defined by The JOBS Act and now commonly identified as Regulation A+ (Reg A+) 
essentially seeks to expand the maximum amount of this type of offering from $5 million 
to $50 million and provide more access. (Posner, 2013)  According to SEC Chair Mary Jo 
White, “At its core, the mandate of Regulation A+ is to help increase the access of smaller 
companies to capital. This is obviously a very important objective. Our rulemaking goal is 
to make Regulation A+ an effective, workable path to raising capital that – very importantly 
– also builds in the necessary investor protections.” (WR Hambrecht + Co, 2015)  
 
The JOBS Act swiftly won bipartisan support and was signed into law by President Obama 
on April 5, 2012. (Black Rock, 2012)  From that point the SEC was given 270 days to 
adopt rules for The JOBS ACT, yet it has been three years without complete 
implementation. (Friedel, 2012)  While the SEC has been slow to adopt the rules and 
almost defiant at times, some of the act has been implemented and the remaining 
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implementation is scheduled to be completed before the end of 2015 JOBS Act. (Lynch, 
2012; Eakin, 2015)  
 
Regardless of the delays in completely implementing The JOBS Act, its signing has had 
a significant impact.  Crowdfunding globally has continued to build at an exponential pace. 
Crowdfunding websites helped companies and individuals worldwide raise $2.66 billion 
in 2012, $6.1 billion in 2013, $16.2 billion in 2014 and $34.4 billion projected in 2015. 
(Massolution, 2015) 
 

 
Source: (Massolution, 2015) 

 
 
With full implementation of The JOBS Act and equity crowdfunding, a revolutionary 
avenue of capital formation for small businesses in the United States is being born. The 
JOBS Act created entirely new methods of selling securities and overturned 80-year-old 
securities laws and decades of legal precedent. Equity crowdfunding under The JOBS 
Act puts the funding of new and emerging businesses into the hands of the general public 
and takes it away from banks, wealthy investors and Wall Street.  For the first time, new 
categories of investors have been created. Investing that was limited to “unaccredited 
investor” will now be availble to all micro and nano investors, defined as anyone taking 
an interest in putting discretionary funds into private companies instead of other risky 
ventures available to the public such as gambling or the lottery. 
 
To put this in perspective, combined, accredited investors and venture capitalist annually 
fund an estimated $52 billion to seed early stage deals. (Hudson, 2014)  In contrast, if 
crowdfunding could tap just 1% of the global household wealth it would equate to $1.26 
trillion in funding and the U.S. portion of that would be $815 billion.  (Davies, Shorrocks, 
Wolff, & Sandstrom, 2009)  (Shah, 2014)    
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Data Source: (James B. Davies, 2009)Davies, Shorrocks, Wolff, & Sandstrom, 2009) (Shah, 2014) (Hudson, 2014) 

  
 
Throughout 139 countries worldwide there are 125 million micro, small, and medium 
businesses with 250 employees or less and in the U.S. alone there are almost 28 million 
small businesses, many of which are looking for ways to leverage growth with access to 
capital. (Nazar, 2013; Khrystyna Kushnir, 2010)(When you compare that with the 
estimated 75,050 accredited and venture capital deals getting privately funded yearly it 
can appear daunting.   
 

 
Data Source: (Khrystyna Kushnir, 2010) (Nazar, 2013) (Hudson, 2014) 

 
 

Social Investing Communities Return 
 
The signing of The JOBs Act into law in 2012 gave new companies hope.  It provided a 
mandate for the SEC to lift its advertising and high-net-worth only investor bans that had 
been in place since 1933. The SEC lifted its advertising ban in 2013 and has announced 
that it will lift its ban preventing the masses from investing.  However, the SEC’s proposed 
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caveat for lifting the second ban is that no regulated funding portals will be able to curate, 
rate, rank or recommend their listings. (Burwick, 2014) 
 
By the SEC rules not allowing the regulated portals to recommend one company over 
another this caveat will make it very difficult for portals to provide funding to their listed 
companies. The retail investors are inexperienced and facing their first opportunity to 
invest private enterprises since 1933. When you consider the daunting task for a novice 
investor navigating through the sheer volume of offerings it can be overwhelming.  As 
reported by the Small Business Administration (SBA) there are more than half a million 
new startups each month. (Nazar, 2013)  It is anticipated that via crowdfunding the 
number of new business start-ups will rapidly dwarf these previous statistics. As 
previously presented the sheer quantity of new investment opportunities compared to the 
existing public markets and the absence of guidance and research will make it very 
difficult for the global population to locate and qualify companies for potential investments. 
To filter investment selections they will seek out credible leaders. 
 
Two research papers produced during the fourth quarter of 2014 cover the evolution of 
investing and also securities regulations.  The first “Crowdfunding Must Get Back to Its 
Roots,”  was written by Michael Markowski, Director of Research for Dynasty Wealth 
Investing, Inc., (Markowski, 2014) The second “Declaration of Crowdfunding 
Independence,” was written by John Berlau, a Senior Fellow for Finance and Access to 
Capital at the Competitive Enterprise Institute (CEI). (Berlau, 2014)  
      
Mr. Markowski’s paper was about his discovery of the new social investing industry and 
the reason emerging social investing communities (SICs) are the vehicles that will take 
investing back to its railroad roots.  In a later article, Mr. Berlau also referenced the 
emergence of railroads as influencing the beginning of investing communities, and 
concluded his paper by stating that perhaps one day we’ll be able to go “back to the 
future” and undo securities laws that have created so many barriers to investing. 
 
Dynasty Wealth Investing, Inc., and the other SICs, and those individuals who lead them 
are the keys to exponential increases in the numbers of investors and new inventions and 
companies receiving funding.   An SIC can provide its investors with the education and 
leadership to significantly increase the probability that an issuer will be successful in 
obtaining its desired visibility and funding. Since an SIC does not handle any investor 
funds it is not required to become a government regulated intermediary, also known as a 
portal. An SIC can curate, make recommendations and generate ongoing research 
coverage for its members to utilize in making investments.  
 
As the SEC completes the rule making process related to The JOBS Act and 
crowdfunding becomes a household word, online Social Investing Communities (SICs) 
like Dynasty Wealth Investing, Inc., will become more important than ever.  SICs will 
become a pivotal component of the crowdfunding system, along with government 
regulated funding portals. The emergence of SICs is the next stage of the global digital 
evolution. Just as the Web going from obscurity in 1995 to ubiquity in 2000, and providing 
the critical mass required for the evolution of social media, social investing will now launch 
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from the platform of social media.  And, just as the social media evolution generated 
dynasty wealth building opportunities through infrastructure providers like Facebook (FB), 
LinkedIn (LNKD) and Twitter (TWTR), the social investing revolution will generate dynasty 
wealth building opportunities through SICs.  The time has come for the SICs to emerge 
and play their key role in the evolution of crowdfunding and online investing. 
 
THIS IS THE END OF THE PAPER LOGICALLY 
 
NEXT PAPER STARTS HERE 
 

Research Philosophy 
 
Our Macro Top-Down Orientation 
 
Dynasty Wealth Investing, Inc., method of analysis involves looking at the "big picture" 
first, and then analyzing the details of smaller components. By first analyzing the overall 
picture, such as a macroeconomic trend, our community narrows potential companies to 
analyze. We examine the performance and growth potential of industries or sectors of the 
economy likely to grow.  Dynasty Wealth Investing identifies specific companies within 
that sector that merit investment and are close to their tipping point in growth. 
 
 
Our Micro Selection Criteria 
 

• Company’s Development Stage 
Dynasty Wealth Investing, Inc. (DWII), investment criteria are designed to target 
companies for the community that are at the “tipping point” in their early growth. 
Whether DWII is introduced to a company with a Pre-Public, IPO, or Post IPO 
entry point, DWII will be focusing community attention and resources on 
companies in the “ramp-up” stage.  Specifically, companies that are past the “proof 
of concept” and are ready for accelerated expansion in sales.  While investors at 
large tend to view companies in this category as not yet proven and high risk, their 
near-term latent potential has yet to become understood.  Often times this 
unacknowledged near-term latent potential can dwarf the assumed categorical risk 
and thus provides our community a clear moment of otherwise widely 
unrecognized opportunity.   
 

• The Business Model 
Dynasty Wealth Investing, Inc. micro criteria are primarily based on a company’s 
business model and its ability to translate high projected returns into equity 
valuation. A company must present a near-term rapid growth opportunity, high 
projected gross margins and a huge market potential.  Often times these 
companies have a competitive industry advantage because they have intellectual 
property, which creates barriers to entry into industry. 
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• Management Team 
A good management team is one of the most important dynasty wealth building 
investment criteria. A good management team is comprised of seasoned and 
skilled professionals capable of turning plans into reality.  
 

• A Company’s Valuation 
Timing the entry point of investment with the appropriate valuation is critical. The 
market valuation of a company — in terms of investments and equity — should be 
attractive because a good valuation reduces the risks.   
 

 
Our Portfolio Diversification 
 
Top-down investing results in greater diversity within a stock portfolio than other 
investment strategies.  Our community focuses on sectors and industries prior to focusing 
on individual companies.  This approach combined with well-researched choices within 
various industries spreads risks and maximizes the probability of our/your participation in 
growth sectors. 
 
When applicable, the Dynasty Wealth Investing, Inc., philosophy also mitigates risk by 
spreading purchases of our target companies over time, thus taking advantage of 
price/volume aberrations occurring in the market.  This investing approach can avail us 
of a lower average cost basis in each position.  Most of the companies we follow have a 
time horizon to maturity of five years. 
 
Because Dynasty Wealth Investing, Inc., covers investments with high reward/high risk 
ratios, any one position in a member’s portfolio could, independently, create dynasty 
wealth. Likewise, distributing your investments over multiple opportunities increases the 
likelihood of multiple successes and reduces risk. For this reason we recommend a 
portfolio contain 15 to 20 positions in companies we cover. 
 
 

Micro-cap and Nano-Cap Companies 
 
 
Micro-cap and nano-cap equities present a compelling investment opportunity for long-
term investors.  Public perception may suggest that day trading a portfolio of large public 
companies is safer, more convenient and more effective than building a portfolio of small 
public companies. While technology has enhanced high frequency trading (HFT) 
capabilities and incentivized high portfolio turnover rates and the liquid large-cap stocks 
in general have become the media and research darlings, their trading markets have also 
become increasingly efficient and competitive.  
 
Contrary to common perception it is actually the less efficient illiquid micro-cap and nano-
cap market that present the more pervasive best opportunity. (Altair Advisers, 2014) 
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By breaking down the market returns between 1927 and 2010 into ten different segments 
based on company size you get a clearer picture of the size opportunity. As you can see 
form the chart below there is a very strong correlation between market-cap and overall 
performance. The average return of the segment of largest companies was 10.90% 
compared with 21.26% return for the segment with the smallest companies. Even more 
validating is that each segment representing a set of smaller companies than the previous 
segment averaged a slightly higher rate of return. (Marotta, 2012)   
 

Source: (Marotta, 2012) 
 
According to a research reported by Timothy J. Keating, President of Keating Investments 
and CEO of Keating Capital, 81% of companies listed on the New York Stock Exchange 
and NASDAQ are either small-cap or less (market cap under $1 billion).  Additionally, 
68% of all listed companies are micro-cap stocks or less (market cap under $500 million) 
and 52% are nano-cap companies (market cap under $100 million).  In other words, 
roughly two out of every three companies publicly listed in the U.S. is a micro-cap or nano-
cap company. (Keating T. , 2012) 
 
Wall Street, like many industries has transitioned to a volume-pricing model.  While 81% 
of the listed companies are small-cap, or less, in size they only represent 7% of the total 
market-cap.  That means 93% of the market money is investing in only 19% of the listed 
companies.  Because investment managers are essentially paid a percentage of assets 
under management they are incentivized to expand the size of their portfolio and reduce 
the cost of transactions.  This puts the focus on large-cap and medium-cap stocks. 
(Howard D. Punch, 2013)  The larger more liquid stocks require less specialization, less 
tracking and can be managed in much larger volume.  In turn, the Wall Street research 
coverage primarily services the volume business of the asset managers. (Canivet, 2010)  
 
Conversely, for micro-caps and nano-caps the imperfect flow of information, market cap 
and share price restrictions, and illiquidity frequently create purchasing opportunities at 
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dramatic discounts to intrinsic value and are therefore more attractive to those willing and 
able to look more deeply (Ariel, 2010). 
 
The aversion to micro-cap and nano-cap illiquidity is actually an advantage to long-term 
investors. Research by Yale University professor Roger Ibbotson has shown that illiquid 
stocks outperform liquid stocks across all market cap ranges and that investors 
categorically avoid thinly traded stocks, thereby creating bargains. Over the long-term, 
these bargain prices provide excess returns as compared to returns of more liquid stocks. 
In micro-caps, Ibbotson’s data show that the most thinly traded stocks outperform the 
more liquid stocks by 12 percentage points per year. (Fisher, 2010)  

 

Micro-cap and Nano-cap Research 

 
Historically research has been a very powerful tool in building investing communities.  
However, over the last decade Wall Street research has been undergoing a vast 
transformation.  American investing has become a science of volume and regulatory shifts 
have tilted it further in that direction.  There are over 98 million U.S. investors holding 
more than $17 trillion in registered funds. (ICI, 2014)  Regulatory pressures have shifted 
the compensation model from the investment banks to the sell-side brokerage 
commissions.  As broker commissions have eroded from competitive pricing firms have 
had to wean any coverage that does not appeal to the bulk buyer.  Additionally, specialty 
brokerage firms that previously provided research coverage in an effort to build investing 
communities for small companies are experiencing regulatory barriers and industry 
consolidation. (Howard D. Punch, 2013) With the draconian implementation of the Dodd-
Frank Act and all of its nebulous fiduciary liabilities there is a flight-to-safety for sell-side 
research departments. Furthermore, technology makes High Frequency Trading (HFT) 
and big data analysis more attractive from the standpoint of cost, efficiency and statistical 
feedback.  For this reason analyst overall are more inclined to cover big liquid companies 
that can support HFT and generate big data for analysis of statistical inefficiencies. (Lowy, 
2014)  According to IR Magazine (investor relations) research coverage is closely 
correlated with cap size. “Nearly six out of 10 small-cap firms report inadequate sell-side 
coverage, while no mega-cap feels underfollowed.” (Allen, 2013)      
 
Research coverage clearly serves a corporation and its investing community.  It is a 
pivotal factor in being publicly traded.  Using the Russell 2000 Index in 2013 Punch 
Investment Advisory conducted a market study to determine impact of analyst coverage 
on stocks. The study revealed on a broad basis that the companies with the most 
coverage are valued 33% higher than those with the least coverage. Essentially, it was 
shown that there is a direct correlation between the number of analyst covering a 
company and its value on the spectrum. (Howard D. Punch, 2013) 
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Source: (Howard D. Punch, 2013) 

 

For small companies their stock is their currency.  They use this currency for funding, 
credit worthiness, to attract new management talent, internal performance incentives, 
employee retirement and mergers and acquisitions.  With research coverage a company 
can become more visible, investors will become active, the market for the stock will 
become more liquid, the spreads will narrow, volatility will go down and the valuation of 
the company will strengthen. (Canivet, 2010)   
 
Yet, Forefactor, a strategic research consulting firm, conservatively estimates that 35 – 
40% of all publicly traded companies worldwide have no sell-side analyst coverage and 
the World Federation of Exchanges (WFE), estimates that possibly over 16,000 
companies on their exchanges are “off the grid” or “under-the-radar” and “Unfortunately, 
it is the smaller, less liquid companies that tend to slip through the cracks.” (Canivet, 
2010).  As a confirmation additional research shows that 55% of all listed companies with 
market caps under $250 million have no meaningful analyst coverage of their stocks.  As 
Timothy J. Keating, President of Keating Investments put it, “These micro- and small-cap 
stocks are the farm team for tomorrow’s Fortune 500 companies, but without meaningful 
equity research and the credibility and liquidity that go hand in hand with it, these 
companies have essentially been ‘orphaned’ by Wall Street. They receive none of the 
benefits of being public but carry all of the burdens.” (Keating T. J., 2013) 

According to Integrity Research While regional brokerage firms are one of the best current 
sources of small cap research, “they are under pressure as institutional trading flow is 
consolidating and shifting to electronic networks (Bannister, 2010).”  The issue is 
compounded by the fact that the number of sell-side analysts has dropped 25 – 30% 
since 2000. (Canivet, 2010)  

How does an invisible currency ever gain any value?  All of this translates into greater 
demand for new equity research alternatives. Ultimately micro-cap and nano-cap 
companies just want to build investing communities that share an interest in the outlook 
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of the company.  Without sell-side analyst research micro-cap and nano-cap companies 
are turning to paying for credible coverage and/or publishing their own corporate fact 
sheets and in many cases it’s working. (Canivet, 2010)  
 

Regulatory Forces 
 
When Nobel Prize winning economist Joseph Stiglitz wrote that the recent recession was 
in part because, "Bankers acted greedily because they had incentives and opportunities 
to do so" he was in many ways expressing the popular disdain for “Wall Street” over the 
last decade. (Stiglitz, 2010) From 1934 to 1985 the finance industry averaged 13.8% of 
U.S. domestic corporate profit and from 1986 to 1999 that grew to 23.5% of profits.  Then 
from 2000 through 2010 the finance industry portion of profits jumped to an average of 
32.6%. (U.S. Dept of Commerce) Throw in an Enron debacle, a Bernie Madoff scandal, 
a Sub-Prime mortgage crisis and a recession to follow and you have the makings for a 
modern-day Bonfire of the Vanities.  Political leaders from both sides are contending with 
press and irate constituents demanding a visible shackling of anything that sounds like 
finance. (Fuhrmann, 2013)  This one-size-fits-all vilification has translated into ambiguous 
grand acts of Congress that are then implemented into one-size-fits-all rigid securities 
regulations.   
   
The regulatory backlash to this public sentiment is reshaping the very DNA of our capital 
formation ecosystem.  Banks, investment managers, brokers and other financial firms 
doing business in the U.S. are facing the biggest wave of regulation since the 1930s.  New 
research from Thomson Reuters published in its Q2 TRust Index shows that the global 
uptick in financial regulation continued to gain momentum during the second quarter of 
2014. Thomson Reuters Accelus tracked an average of 143 regulatory changes every 
day in the second quarter of 2014, more than double the daily updates the tool recorded 
during the same period in 2010. Through June, of 2014 the number of tracked regulatory 
alerts had already reached an all-time high for the year of 17,800. ( Thomson Reuters, 
2015) 
  
Confusing and expansive laws that have come from the Sarbanes-Oxley Act and the 
Dodd-Frank Act have made it so difficult to be a public company in America that many 
firms are going elsewhere or staying private. As a result of Sarbanes-Oxley being passed 
in 2002 America's share of global initial public offerings fell from 67% to 16%. 
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 Source: (T. Rowe Price, 2013) 

 

As regulators implement the requirements of the recent Dodd-Frank Act it is creating 
chaos and confusion impacting U.S. banks and brokerage, it is also affecting foreign 
banks’ operations in the U.S., and in some cases their activities outside the U.S. (The 
Economist, 2012) 
 

Independent Brokerage Under Siege 
 
In recent years the typical retail stockbroker’s role has been redefined to that of a 
“financial consultant” who gathers clients’ assets then outsources the actual investment 
management to third parties.  In turn these “financial consultants” receive a fee for 
trafficking favored mutual funds and asset managers.  This business model has become 
broadly entrenched across the brokerage industry primarily because it generates latent 
fees, protects the brokerage firm and simplifies the broker’s job.  This practice also 
appeases the regulators and shifts the burden of costly research onto the fund managers.   
The approach has become so formulaic that even an upgraded bank teller can perform 
the service.   
 
For those investors wanting to build their own portfolio of small-cap, micro-cap and nano-
cap gems there are no longer broker support mechanisms for sharing good ideas and 
following them.  Additionally, the third party asset managers in this chain are typically 
overseeing mega portfolios and have little incentive, time or the attention span to hunt for 
the small gems in the market.  Furthermore, studies by the fund-tracking service 
Morningstar Inc. show that the average turnover rate for managed mutual fund portfolios 
is 85% annually. Consequently, on average they hold 85% of the stocks in their fund’s 
portfolio for less than 12 months (Harding, 2014).  So the unseen micro-cap and nano-
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cap stocks (73% of the stocks in the market) never cross their desks and are starved for 
attention in the market place.  These dynamics, combined with the overriding regulatory 
environment squeezing out the last of the traditional stockbrokers, have created an 
unprecedented opportunity to bring together investors with micro-cap and nano-cap 
investments in a “Social Investing Community.” 
 
In 1987 the number of broker dealers peaked at approximately 6,700 (Jamieson, 2006). 
Since then there has been a 40% decline in the number of broker dealers with a 22% 
decline just since 2005 and the projection are for further decline to 3,800 broker dealers 
in 2016 (Britton, 2015) (FINRA, 2015).  Of the remaining broker dealers approximately 
1,000 are firms with 10 brokers or less. (Britton, 2015) 
 
The industry is experiencing very challenging conditions and a long-term consolidation 
due to the pressures on the small shops. Since the occurrence of the 2008 financial crisis, 
the financial services industry has been under siege by the political and regulatory 
mechanisms. The Dodd-Frank Financial Regulatory Reform Bill that was officially passed 
by Congress in 2010 has turned out to be the most problematic to date. The text of the 
bill is nearly 850 pages long and many of the provisions and stipulations are still not 
finalized (Fuhrmann, 2013).  The ambiguous set of regulations created from this bill has 
many independent broker-dealers surrendering, with an industry-wide move towards 
being acquired or closing up shop.  Unlike the larger firms, their operations cannot survive 
the cost of attorneys and accountants needed to decipher all of the bill's details.  “The 
regulation is pushing the smaller broker/dealer out,” David Alsup, founder of broker-dealer 
consulting firm Fishbowl Strategies said. “You have a five-person shop, you now need a 
full-time compliance manager. You need a full-time financial operations principal. A full-
time compliance manager is not going to walk in the door for less than $60,000 a year.” 
(Britton, 2015) 
 
Conversely, the number of FINRA registered reps, which includes, financial advisors, 
registered investment advisors and stockbrokers is continuing to climb, giving on face 
value the sense that the industry is headed in the right direction, but is actually more 
deeply rooted in a flight to larger firms with a strategy of safely selling managed product. 
 

 
Source: (FINRA, 2015) 

 

According to a report by the Investment Adviser Association and the National Regulatory 
Services in 2014 there were more than 700,000 registered investment advisors (RIA) 
representing a total of 10,895 firms that collectively manage $61.7 trillion in client assets 
— “more than three times the annual GDP of the United States and more than eight times 

FINRA 2010 2011 2012 2013 2014 Feb-15

Member Firms 4,578 4,456 4,289 4,146 4,068 4,059

Registered Reps 630,692 629,518 630,391 635,837 636,707 637,126
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the total savings deposits at all depository institutions.” (IAA and NRS, 2014)  In the last 
year alone the total number of RIAs grew 3.4% and the assets under management grew 
by 12.6%.  Since 2012 the aggregate assets under management has grown by nearly 
25% and is expect to continue growing for the foreseeable future.  RIA asset management 
is highly concentrated to a few large firms.  Just 28% of the advisory firms manage 97% 
of the customer assets and of that only 112 of the largest advisors manage 53% of the 
$61.7 trillion. (IAA and NRS, 2014)  Volume operations are at the core of the industry.   
 
Financial advisors and registered investment advisors primarily perform financial planning 
activities with their clients and direct them to a selection of large, often overly diversified 
managed funds.  According to the S&P and Dow Jones Indices scorecard, over the last 
five years 86% of active large-cap fund managers failed to beat the indexes and over the 
last 20 years they beat the market just five times. (Buttonwood, 2015; Egan, 2014) (Egan, 
2014) 
 
Clearly, the regulatory authorities have successfully steered the investing public   towards 
low risk/low complaint volume manage products, but have forced a  tradeoff of safety for 
low portfolio and economic returns. These unintended consequence may be stripping 
away the opportunity for our great American innovation.  The trend towards securing 
American’s retirement as the baby boomers reach their elder years is also creating a 
chasm for this countries’ history of innovating.  That chasm, as with all chasmwill 
inevitably find the most direct path towards resolution. 
 
 

Investor Relations (IR) Trends 
 

Social innovation is unfolding so quickly that many of our laws are emerging reactively 
without contemplating the unintended consequences. (Roberto G. Quercia, 2011)  The 
evolution of Social Media has brought a disclosure mechanism into play that changes the 
whole paradigm of full “public disclosure.” The advance of Social media leverages the 
“Six Degrees of Separation”, which is that everyone and everything is six, or fewer, steps 
away, -- by way of introduction, - from any other person in the world. (Guare, 1990) Below 
is another visual example one individual’s LinkedIn map of digital relationships and how 
far reaching personal influence can be in this new realm of social media. 
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Social media by its viral nature can convert a personal message, if it is powerful enough, 
into a global event.  For the regulators and the companies this creates an infinite number 
of variations on how executive and corporate social media information is channeled and 
perceived.  Adhering to SEC Regulation Fair Disclosure (Reg FD) was reasonably simple 
prior to the social media revolution,Distribution of a public announcement was considered 
bona fide if it was put out on a major news wire.  Now the ability to spark a viral message 
with just one social media message has blurred the lines between what could be an 
accidental or intentional release.  It has left the Investor Relations (IR) community in an 
utter state of confusion regarding how to approach social media, to the point where even 
Facebook is not certain on how to use it’s own service for IR in keeping with regulatory 
guidelines. (Payne, 2013)  
 
In April 2013, the SEC made it clear that social media sites like Facebook, Twitter, and 
others were appropriate means to release investor information as long as it complied with 
Reg FD, digitally minded CFOs and investor relations’ teams are allowed to share key 
information on social media sites “so long as investors have been alerted about which 
social media will be used to disseminate such information.” (Payne, 2013) 
 
While the investment community at large is responsive to the Social Investing Revolution, 
corporate programs for investor relations have not evolved at a similar pace.  In June 
2013 it was reported by the National Investor Relations Institute (NIRI) that 52% of 

http://www.sec.gov/News/PressRelease/Detail/PressRelease/1365171513574#.UnopspRga34
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institutional investors use social media as part of their research process, and the vast 
majority of these respondents indicated that it has influenced their investment decisions 
— at least occasionally.  Whereas, a broad survey by The Bank of New York Mellon 
Corporation (BNY Mellon) later that year indicated that globally only 27% of quoted 
companies are utilizing social media to communicate with investors.  Furthermore, 61% 
of companies reported not adopting social media because of “lack of investor demand.” 
Other reasons were that management did not see the value of using social media (37%) 
as well as insufficient resources. (33%) (Merchant, 2013; BNY Mellon, 2013)  
 
Overall, before the April 2013 SEC clarification within Reg FD, there seems to have been 
reluctance by quoted corporations to use social media for Investor Relations. It is 
anticipated that with the SEC clarification the IR aspect of the Social Investing Revolution 
will rapidly catch up. 
 

 
Private offerings 

 
According to a 2013 Grant Thornton study, since 1997 the number of public, exchange 
listed companies in the U.S. has declined from 8,823 to 4,916 (44.3%). Furthermore these 
listed markets do very little towards the overall capital formation process for companies 
that need it the most.” (Weild, Kim, & Newport, 2013)  Exempt offerings are clearly winning 
the race for equity capital formation over public offerings.  The 2012 private market with 
$1.7 trillion of capital raised in more than 31,000 deals beat out the public markets with 
$1.2 trillion raised and just 954 registered public equity offerings.  Furthermore, the vast 
majority of private offerings are being conducted just beyond regulatory reach. Only 13% 
of all new private offerings sold since 2009 have used a registered intermediary such as 
a broker-dealer. (Bauguess, 2013)   
 
The latest trend in early stage investing is to participate in the private equity opportunities 
during the median 8-10 year time frame prior to IPO, which has doubled since 1999. 
(Brennan, 2013) This trend of staying private longer gives a growing company more time 
and less regulatory costs before IPO and provides early private investors opportunities to 
build dynasty wealth.  When a company emerges or an industry sector becomes "hot," 
the investor demand for shares of the private stock of high profile companies skyrockets.   
During it’s early years Facebook offered its equity shares for sale to a select group of 
investors at a deep discount to it’s eventual public offering price five separate times.  All 
of those investors ultimately generated dynasty wealth. (Albright, 2012)Groupon, Twitter, 
Zynga, Uber, Dropbox and Airbnb all had similar early private sales opportunities for 
select investors to buy private stock at a deep discount before the public offering. 
(Caldbeck, 2014)  It is an incredible mechanism for the companies to generate rapid pre 
IPO funding, but it serves only a very exclusive group of investors. 
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Source: (Albright, 2012) 

 
Sophisticated investors understand the private equity opportunity and over the last 
decade a trend of gathering in investing communities have been emerging in order to 
collectively participate and gain better access.  In the United States there are 8,700,000 
accredited investors often called “Angel Investors.”  These are investors that meet the 
SEC wealth or income requirements to be considered astute and wealthy enough to bare 
the risk of loss in new venture investing.  These angel investment communities as well as 
others are on the rise and consistently growing every year. They provide mentoring, share 
research, pool their investment capital, and provide advice to their portfolio companies.  
In 2014 there were an estimated record 400 angel investment communities with 20,000 
active members. (Hudson, 2014) 

 
 
 
Angel investors have demonstrated to be a tremendous piece of the startup funding 
process.  In 2014 the Angel Capital Association reported that, within communities and 
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individually 298,000 accredited angel investors contributed $24 billion in capital, 
representing 90% of outside equity for 71,000 startups. (Hudson, 2014)    
 

 
 

 
 
The productivity and pervasiveness of accredited angel investors in providing the capital 
for spawning new enterprise is a clear example of how healthy investing communities 
build our economic engines and it serves as a predecessor to the oncoming wave of 
crowdfunding.  The arrival of the social media mechanism will now enable the model of 
angel investing to become more viral, but ultimately the angel investing community alone 
will not be able shoulder the onslaught of demand for leadership given the shear number 
of small deals spawned from this shift.Organically, the emergence of social investing 
communities (SICs) that perform a similar function on a much broader basis will need to 
emerge. 
  
 

Conclusion 
 
We are at the dawn of the social investing revolution.  Despite the unrelenting acceleration 
of socio-economic innovation we have been relying on primary structures for capital 
formation installed almost a century ago.  Because of the pressures and influences 
exerted by the new paradigm of social media, financial markets, in their current state are 
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facing large and rapid changes.  Many sources now see this as the “Democratization of 
Capital.”   
 
This evolution is taking place on all fronts.  Private and public micro-cap and nano-cap 
companies are coming back into vogue at the populous level.  Demand for investor 
guidance and research at these levels is already unprecedented.  Brokers — the old 
standard for building investor communities and tailored support — are disintegrating.  
Outdated investor relations strategies are being forced to evolve or become extinct.  Old 
financial regulations designed to limit access are evaporating and new ones are evolving 
to propel free enterprise in its earliest stages and embrace a new class of small investor 
on a massive scale. 
 
All of this change is creating dynasty wealth building opportunities for social investing 
communities.  Toward that end, Dynasty Wealth Investing, Inc., and it’s member are 
positioned to capitalize on the core pillars of equity investing throughout the ages; 
investors seek leadership and companies need investing communities. 
 
 

Alone we can do so little, together we can do so much.  
       —Helen Keller  
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