
The cost of years of pri vacy mis steps � nally caught up with Face book this week, send ing
its mar ket value down more than $100 bil lion Thurs day in the largest sin gle day drop in
value in Wall Street his tory.

Wor ries about the ris ing costs of pri vacy reg u la tions and con tro ver sies, along with de clin -
ing growth in users and rev enue played a key role in a ma jor Wall Street sell-o� that
started Wed nes day night af ter Face book re ported earn ings. Face book’s stock closed down
19 per cent Thurs day, at its low est level in nearly three months.
The steep ness of the de cline sug gests in vestors are reeval u at ing the vi a bil ity of Face book’s
core business — col lect ing ex ten sive data on users so that they can bet ter tar get them with
ad ver tis grees ing — in a world in which public pres sure is mount ing for stricter pri vacy
pro tec tions.
“This is a pri vacy wake-up call that the mar kets are de liv er ing to Mark Zucker berg,” Jef -
frey Ch ester of the pri vacy ad vo cate Cen ter for Dig i tal Democ racy said of Face book’s chief
ex ec u tive.
Long-sim mer ing pri vacy con cerns, dat ing nearly to the birth of the com pany in a Har vard
dorm room in 2004, have in re cent months taken more con crete form than ever. In May,
the Euro pean Union im posed a strict new reg u la tory regime. U.S. o�  cials, mean while,
have be gun scru ti niz ing Face book in a mul ti a gency in ves ti ga tion re lated to its han dling of
the re cent data scan dal in volv ing po lit i cal con sul tancy Cam bridge An a lyt ica, which im -
prop erly ac cessed in for ma tion from 87 mil lion peo ple.
Face book’s bad day on Wall
Street raises ques tions about the fate of other big tech nol ogy �rms, such as Twit ter and
Google, which like Face book have been grap pling with ris ing pri vacy con cerns and con -
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gres sional de mands to more ag gres sively com bat the �ow of dis in for ma tion on their plat -
forms.
Twit ter’s share price de clined sharply af ter The Wash ing ton Post re ported three weeks ago
that the com pany was sus pend ing fake and sus pi cious ac counts at a record pace and might
see a de cline in its monthly users. The com pany is ex pected to re port its sec ondquar ter
earn ings on Fri day.
But an a lysts noted that Google’s par ent com pany, Al pha bet, saw shares surge Mon day af -
ter re port ing strong earn ings de spite the new Euro pean reg u la tions and a re cent $5.1 bil -
lion �ne for an titrust vi o la tions, sug gest ing that in vestors have spe ci�c con cerns about
Face book and its re cent bout with scan dals.
The public mood re gard ing Face book also has ar guably soured amid the pri vacy con tro ver -
sies and reve la tions about the plat form’s role in spread ing Rus sian dis in for ma tion dur ing
the 2016 pres i den tial elec tion. Calls to #DeleteFace book have spread on Twit ter, and some
prom i nent peo ple have an nounced that they were step ping away from their heavy use of
so cial me dia.
In terms of mea sur able im pact on Face book, the new Euro pean rules, called GDPR for Gen -
eral Data Pro tec tion Reg u la tion, led to a de cline of 3 mil lion users on that con ti nent, com -
pany o�  cials re vealed in an earn ings call on Wed nes day. Face book said the changes would
con tinue to hurt rev enue as more peo ple opted out of ad tar get ing in the months ahead.
The com pany also said it would lose money be cause its ad ver tiser part ners had been af -
fected by GDPR and be cause of other pri vacy changes to come.
But Face book, like some other tech nol ogy com pa nies, has rolled out the user pro tec tions
world wide, mean ing the con se quences for the com pany are likely to be global. Chief Fi -
nan cial O�  cer David Wehner said in an earn ings call Wed nes day that ex pec ta tion of de -
clin ing earn ings growth is “re ally a com bi na tion of kind of how we’re ap proach ing pri vacy
as well as GDPR and the like.”
Prob lems for the com pany have not been con �ned to pri vacy is sues. Signs of trou ble have
been grow ing for nearly two years, since the af ter math of the 2016 pres i den tial elec tion
when Zucker berg dis missed the pos si bil ity that the ram pant spread of phony news re ports
on the plat form a� ected the vote. He called the no tion “a pretty crazy idea” but later apol -
o gized for the com ment.
What fol lowed was a ma jor public reck on ing, rare for high�ying tech nol ogy com pa nies.
Face book even tu ally dis closed ag gres sive Rus sian ma nip u la tion on its plat form and had to
an swer pointed ques tions about it on Capi tol Hill. Then, news re ports in March de tailed
how Cam bridge An a lyt ica had si phoned away the data of Face book users for cam paign tar -
get ing. This prompted an other round of ques tion ing on Capi tol Hill, this time of Zucker -
berg him self.
But Face book long had a knack for nav i gat ing pri vacy con tro ver sies re lated to its col lec tion
of user data. Its stock price proved re silient through out these con tro ver sies — aside from a
dip af ter the Cam bridge An a lyt ica news — even as Zucker berg warned that ad dress ing is -
sues such as pri vacy and dis in for ma tion on the plat form would in volve costs for the com -
pany, such as the hir ing of tens of thou sands of new con tent re view ers. That three-year



win ning streak re versed abruptly af ter Wed nes day’s earn ings call, which ap peared to crys -
tal lize sev eral long-stand ing con cerns.
“The im pact of data pri vacy and GDPR seems to have had a greater e� ect on their business
than many had ap pre ci ated,” said Christo pher Ross bach, chief in vest ment o�  cer at J.
Stern & Co. GDPR gave users more elab o rate no tices about how their data was be ing col -
lected and used, and it re quired ex plicit ap provals.
The earn ings re port sug gests broader wor ries that a com pany that has grown at a fu ri ous
pace for years may � nally be see ing its growth eas ing, espe cially among younger users
opt ing for such so cial me dia al ter na tives as Snapchat or In sta gram. The lat ter com pany,
along with the glob ally pop u lar What sApp mes sag ing ser vice, is owned by Face book, but
nei ther has been as e� ec tive as the par ent com pany at gen er at ing ad ver tis ing rev enue.
Morn ingstar is sued an anal y sis Thurs day af ter noon, not ing the slow ing growth and low -
er ing its es ti mated value of Face book stock. The re port declared that this week’s de cline
was “Not a Buy ing Op por tu nity.”
Yet it’s the pri vacy is sues and cas cade of re cent scan dals that dom i nated commentary
about Face book on Thurs day, as in vestors tried to make sense of Face book’s tum ble.
“If Cam bridge [An a lyt ica] had never hap pened, I don’t think the wor ries would be as pro -
nounced. Cam bridge has thrown in a whole host of wor ries around con � dence for users,
ad ver tis ers, and reg u la tors. It cre ates a murkier pic ture,” said Daniel Ives, chief strat egy
o�  cer and head of tech nol ogy re search at GBH In sights.
The U.S. in ves ti ga tions, �rst re ported by The Wash ing ton Post this month, have two ma jor
ar eas of in quiry: The Fed eral Trade Com mis sion is prob ing whether Face book vi o lated a
2011 con sent de cree with the agency gov ern ing its pri vacy prac tices when it shared data
with Cam bridge An a lyt ica and other com pa nies. And the Jus tice Depart ment and Se cu ri ties
and Ex change Com mis sion are ex am in ing whether Face book’s por tray als of its ac tions
with re gard to Cam bridge An a lyt ica have been timely and ac cu rate.
Face book has said it is co op er at ing with these in ves ti ga tions. It has por trayed Cam bridge
An a lyt ica and peo ple work ing for the com pany as act ing in ap pro pri ately in col lect ing data
on its users.
The broader po lit i cal at mo spher ics sur round ing the com pany also have dark ened amid
these con tro ver sies, with both Repub li cans and Democrats call ing for pos si ble new reg u la -
tion of the tech in dus try and so cial me dia in par tic u lar.
“It takes a while for opin ions to be gin to set tle, and I think the cu mu la tive e� ect of months
on end of scan dal has shown that this is not some thing they are ca pa ble of �x ing in any
mean ing ful way — on their own,” said Sarah Miller, spokes woman for Free dom From
Face book, a non pro�t coali tion of pro gres sive groups call ing for Face book to be bro ken up.
An a lysts on Thurs day morn ing be gan de bat ing whether Face book’s tum ble sig naled the
like li hood of long-term stag na tion or merely was a stum ble — and hence an op por tu nity
to buy a fun da men tally strong stock be fore it con tin ues ris ing again.
“We were pretty stressed out dur ing Face book’s Q2 2018 con fer ence call and could sense
the fear/ panic in in vestors’ voices after wards,” wrote Richard Green �eld of BTIG. “But as
we sat back and re �ected on why we be lieve in Face book, the core tenets of our in vest ment



the sis are un changed. ... Mo bile is eat ing the world, and Face book is a core hold ing to ben -
e �t from that shift.”
What re mains less clear is whether the push for tougher pri vacy reg u la tions has peaked or
is still build ing. The fate of Face book — and many other tech com pa nies — prob a bly de -
pends on the an swer to that ques tion. More at wash ing ton post.com/ news/tech nol ogy


