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Abstract This study analyzed the relationship between patent activities and the stock price of SAP, the
leading global enterprise software company in the IT industry. We investigated the impact of cumulative
patent filings and connectivity on stock prices using the company's patent data (2000~2022). The results
revealed a strong positive correlation between stock prices and cumulative patent numbers, cumulative
patent connectivity, and the HHI (Herfindahl-Hirschman Index). Conversely, annual fluctuations in
patent filings and connectivity were weakly and negatively correlated with stock prices, suggesting that
accumulated patent filing numbers have greater impact on a company's performance and valuation than
the immediate results of patent filings. Additionally, the study showed that filing patents with higher
connectivity increased stock prices, whereas diversification into new technologies or fields had a
negative effect. This indicates the presence of a diversification discount effect, whereby diversification,
a critical, innovative strategic direction, leads to negative outcomes. The finding that the diversification
discount effect exists even in the rapidly evolving IT industry provides valuable insights for strategic

planning in similar companies.
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Fig. 1. Average stock values by year
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Residual of average stock values

Fig.

Residual of average stock values by year
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Table 1. Correlation between patents and stock values

Correlation Patents Cum. Stock | Stock Value
Patents Value Residual
Patents 1
Cum. Patents -0.395 1
Stock Value | -0.570" 0.760" 1
Stock Value | g 175 | 0231 | 0393 1
Residual

p* €0.1, p*<0.05, P** <0.01
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Table 2. Correlation between degree and stock prices

i Cum. Stock
Correlation Degree Degree Value
Degree 1
cum. -0.387 1
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