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Self-­‐Reinforcing	
  Business	
  Models	
  
•  Well-­‐Performing	
  Business	
  models	
  oLen	
  see	
  mean	
  reversion	
  

(or	
  get	
  priced	
  for	
  mean	
  reversion)	
  
–  in	
  VP	
  PorSolio	
  experience,	
  we	
  see	
  that	
  usually	
  every	
  3-­‐4	
  years	
  
–  that	
  is	
  raZonal	
  -­‐	
  mean	
  reversion	
  is	
  the	
  rule,	
  rather	
  than	
  the	
  excepZon	
  	
  

•  PotenZal	
  exists	
  (though)	
  for	
  great	
  results	
  to	
  be	
  obtained	
  by	
  
owning	
  a	
  non-­‐mean	
  reverZng	
  business	
  over	
  the	
  long	
  term	
  
–  in	
  VP	
  PorSolio	
  experience,	
  we	
  have	
  owned	
  some	
  for	
  6-­‐7	
  years	
  now,	
  with	
  brilliant	
  results	
  

•  We	
  think	
  the	
  business	
  models	
  that	
  are	
  most	
  likely	
  to	
  defy	
  
mean-­‐reversion,	
  are	
  self-­‐reinforcing	
  business	
  models	
  
–  the	
  likelihood	
  of	
  future	
  success	
  increases,	
  as	
  Zme	
  goes	
  on	
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Self-­‐Reinforcing	
  Dynamics??	
  
•  AbstracZon	
  

–  IdenZfy	
  the	
  pieces	
  (people,	
  acZviZes,	
  assets,	
  resources	
  etc.),	
  how	
  they	
  fit	
  
together	
  in	
  a	
  reinforcing	
  manner	
  in	
  the	
  businesses	
  that	
  we	
  are	
  evaluaZng	
  

•  Tangible	
  Evidence	
  
–  The	
  more	
  parameters	
  we	
  idenZfy	
  in	
  each	
  different	
  business	
  case	
  –	
  the	
  more	
  

clearly	
  we	
  will	
  be	
  able	
  to	
  see	
  the	
  essence	
  of	
  this	
  causal	
  rela1onship	
  between	
  
the	
  moving	
  parts,	
  and	
  how	
  they	
  reinforce	
  to	
  make	
  the	
  business	
  stronger	
  

•  Investor	
  Toolkit	
  
–  The	
  idea	
  is	
  to	
  evolve	
  a	
  kind	
  of	
  frame	
  of	
  reference	
  –	
  that	
  allows	
  us	
  to	
  look	
  at	
  

any	
  Business	
  -­‐	
  and	
  be	
  able	
  to	
  extract	
  specific	
  characterisZcs	
  that	
  shows	
  
evidence	
  of	
  this	
  "self-­‐reinforcing	
  model"	
  at	
  play	
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Key	
  
AcZviZes	
  

Success	
  
Metrics	
  

Performance	
  
Culture	
  

Key	
  
Resources	
  

Customer	
  AcquisiZon	
  

Cross-­‐Sell	
  

Customer	
  RelaZonship	
  
DistribuZon	
  Reach	
  

AnalyZcs	
  CoE	
  

CollecZons	
  

Product/Market	
  Fit	
  

PorSolio	
  Credit	
  Quality	
  	
  
Customer	
  Experience	
  

Customer	
  Scale-­‐up	
  

New	
  Business	
  Viability	
  

Process	
  -­‐	
  driven	
  
Benchmarks	
  -­‐	
  driven	
  

Talent	
  -­‐	
  driven	
  

Business	
  ExecuZon	
  Model	
  

(Strategic	
  Assets)	
   (Key	
  Monitorables)	
  

(Moving	
  the	
  Needle)	
  (Durabilty	
  	
  Drivers)	
  

EMI	
  Card	
  Franchise	
   Wallet	
  share	
  
	
  Seamless	
  Technology	
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Business/ExecuZon	
  Model	
  
Canvas	
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