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The Impact on Businesses of the Secondary Market for Domain Names 

Gerald M. Levine 

The impact I am about to tell you about has to do with the emergence of a secondary 

market for the buying and selling of domain names. When domain names are not merely 

electronic addresses, they are used as identifiers of source for online marketing (corresponding to 

trademarks) as well as held by domain businesses as investment properties. For the most part, the 

offerings on this secondary market are not infringing of any statutory rights; but occasionally 

they are, and when this happens they are challengeable either directly to the registrants of those 

domain names or in administrative proceedings under the Uniform Domain Name Dispute 

Resolution Policy (UDRP).  

The questions I want to briefly raise and propose answers for are 1) how did this 

secondary market take root?  2) What facilitated its rise and consolidation? And 3) where does 

the inventory that fuels this secondary market come from? 

Paradoxically, the answers to all three questions lie in the convergence of three 

intertwined circumstances.  

● First, the well-established trademark law principle that parties cannot monopolize 

words to the exclusion of their lawful use by others. So for example, Entrepreneur Media has no 

preemptive right to the plural of its mark if the plural is noninfringing. The reason for this is that 

<entrepreneurs.online> (to take an example) can be used without implying any association with 

the trademark owner 

● Second, a consensus the Internet Corporation for Assigned Names and Names and 

Numbers inherited from the World Intellectual Property Organization that the UDRP was to be a 

conjunctive regime. What this means is that for complaining trademark owners to prevail in a 
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UDRP proceedings they must prove that respondents both registered and used the corresponding 

domain names in bad faith. This conjunctive requirement has the result of making the burden of 

proving cybersquatting more demanding; 

● Third, the emergence of a jurisprudence of domain names.  

Even though the UDRP is a rights protection mechanism crafted specifically for 

trademark owners it is not a rubber-stamp forum. Rather, panelists who created the jurisprudence 

have formulated principles that recognize a balancing of rights. Domain name registrants will 

only be divested of their contract or property rights if complaining trademark owners establish 

concrete proof of conjunctive bad faith.  

We must approach the three questions by first recognizing that there is a direct 

correlation between the shrinkage of cultural resources that businesses once drew upon for 

finding appropriate names in the marketing of their goods and services and the emergence and 

consolidation of the secondary market.  

Let me explain what I mean by a shrinkage of cultural resources. 

Twenty-five years ago, words, letters, phrases, and descriptive expressions were as free 

as air. The only competitors for such common lexical parts were other businesses looking for 

suitable marks to identify themselves and for marketing their brands to consumers. That is no 

longer the case.  

During the early years of the Internet investors began vacuuming up immense inventories 

of domain names composed of dictionary words and other common terms, in essence taking 

them out of the public domain and privatizing them. Depending on their composition, many of 

these domain names that were purchased low on speculation presently carry substantial 
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economic value, not just as prospective trademarks for new businesses or brands but as 

investment properties equivalent in some respects to portfolios of real estate assets,  

Examples of recent sales in this secondary market include <myworld.com> and 

<super.com> both for $1.2 million, <great.com> at $900K, <pisces.com> at $80K, and 

<resolution.com> at $50K. What is astonishing about these sales is that the domain names are 

composed of dictionary words standing alone or combined into common phrases. As I have said 

they rarely infringe statutory rights but at the same time they can be appropriate as trademarks or 

brands that are available, as it were, “off the shelve.” 

The jurisprudence as it has developed has affirmed principles of well-established 

trademark law that it is not unlawful to have registered domain names identical or confusingly 

similar to trademarks as long as the registrations are not for the purpose of taking advantage of 

the goodwill and reputation mark owners have built up in their names.  

However, if words, letters, phrases, and common expressions are taken out of the public 

domain and held by domain investors, businesses either have to go into the secondary market to 

purchase domain names corresponding to their trademarks or challenge the domain investors for 

cybersquatting, which is usually done through the UDRP.   

The impact of the secondary market is particularly felt by two kinds of businesses. Those 

with priority over domain name registrations and those whose marks postdate the domain name 

registrations.  

Where marks predate domain name registrations, some are strong and others weak. 

Strong marks generally prevail and weak marks have a higher evidentiary burden to prove 

cybersquatting. So, for example, it is not enough for a mark to have been active in commerce 
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before registration of the domain name if their reputations have only recently penetrated 

consumer consciousness. Several recent decisions affirm this generalization: <bosch.net> (a 

well-known mark, but the surname is common); >ellesilk.com> (“ELLE” is well-known media 

mark but combined with another word for a business in silks for women it has no claim for 

cybersquatting; lastly, the three-letter string KTG which I will return to in a moment.   

For marks that postdate domain name registrations, there is an impossible hurdle. By way 

of a curious anomaly in the application of procedural law trademark owners whose marks 

postdate domain name registrations have no actionable claim for cybersquatting, although they 

have standing to maintain the UDRP proceedings, at least the for the purpose of expressing their 

frustration that an investor is refusing to sell the domain name they want for a reasonable price.  

I will give you an interesting example from a very recent decision.  

A business by the name of “Ucado” (a coined word) registered its trademark which 

corresponds to its trade name then discovered that someone else owned the corresponding 

domain name. Not understanding the law, it demanded that the investor turn over the domain 

name forthwith. The demand was made in the confident but misguided belief that trademark 

owners have preemptive right to domain names corresponding to their marks, which is not true. 

The Panel dismissed the complaint. Other dismissals include <babyboon.com> and  

<airtango.com> whose rights postdate the registration of the subject domain names. . 

As I say, the jurisprudence is applied neutrally. If the domain name is composed of 

generic or common lexical parts and used or is being offered for sale for its semantic or neutral 

associations unrelated in any way to complaining trademark owners’ use of the mark in 

commerce, domain name holders will not be divested of their rights.  
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The principle factors for determining whether domain name registrations are lawful is the 

strength of the mark and proof the registrant had knowledge of it as of the date the domain name 

was registered. In the trademark ecosystem, marks composed of common and descriptive terms 

are particularly vulnerable to be used by others without infringing third-party rights. It is no 

different with domain names.  Unless there is concrete evidence of cybersquatting, businesses 

with priority of use in commerce but lacking in reputation have little chance of proving unlawful 

registration and would thus have to go into the secondary market for the names they want to use. 

Proof is easier as the mark ascends the classification scale.   

I will give you another example from a recent UDRP decision, the “ktg” dispute that I 

mentioned a moment ago.  

KITCHEN TO GO which in more recent times has become better known by its acronym, 

KTG. While KITCHEN TO GO has been in business for decades and has priority over that 

phrase, its acronym is more recent. It became known by its acronym after the registration of the 

domain name by an earlier investor. The law does not give businesses statutory rights of 

precedence if the acronymic versions of their marks postdate the registration of domain names. 

In the KTG case, the UDRP Panel not only denied the complaint that the registration was 

unlawful cybersquatting but it went even further by castigating the trademark owner that the 

complaint should never have been brought and sanctioned it for reverse domain name hijacking. 

Just as businesses who own newly minted marks have no remedy against investors who 

registered corresponding marks before the marks’ first use in commence, businesses decades old 

have no actionable claim for rebranding themselves by reducing their names to acronyms. 



6 

 

More recently, some of the earlier inventories of domain names built up over the years, 

now called investment portfolios containing hundreds of thousands of domain names, have been 

acquired by major Internet businesses and registrars. We can think of these new investors as the 

Woolworths of the present age. They operate supermarkets of domain names. If you go to 

GoDaddy for example you can scroll through its enormous inventory. Prices range from a few 

hundred to many thousands of dollars. The business of reselling domain names is astonishingly 

lucrative.  

There have been numerous complaints over the years about three- and four-letter strings 

that complainants allege are acronyms and investors insist are merely strings of random letters. 

Unless there is proof of conjunctive bad faith, investors are free to offer the domain names for 

sale at their market value. Examples include in recent decisions <ktg.com>, <jat.com>, 

<ivi.com>, and <dll.com>. 

With the secondary market having reached a degree of maturity, beginning in 2015 

portfolios of domain names began to be purchased by larger domain businesses. Whenever there 

is a transfer of rights to domain names the transferor’s good faith is measured from the date of its 

acquisition.  

This creates a potential exposure for successor domain businesses selling domain names 

from portfolios that may have been lawful when originally purchased but are no longer lawful 

for the transferor. As a consequence, and because they do not want to be labelled cybersquatters, 

domain transferors are willing to transfer domain names if they believe they cannot prevail in 

UDRP proceedings.   
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I will give you a couple of examples.  “Green sea” is a dictionary word but not generic 

when employed as a trademark for performing services in the field that defines its meaning. The 

trademark was registered years before the domain name. On understanding that a UDRP would 

most likely to favor respondent/domain name registrant, the registrar gave up the domain name. 

Another example is <adultchatroulette.com>. Simply adding the word “adult” does not 

distinguish the domain name from the mark. The third example is a domain name containing the 

name of a well-known actress-singer, misspelled. It was given up for the same reason that 

<greensea.com> and <adultchatroulette.com> were, namely that all three were indefensible in a 

UDRP proceeding.  

I would like to conclude with the following observations. We owe a healthy secondary 

market for domain names to a set of fortuitously converging circumstances. If there had been no 

convergence there would be no or only an anemic secondary market for buying and selling 

domain names. And if ICANN were ever to change the rules and eliminate the conjunctive 

requirement of proof, that decision would spell the end of the secondary market as we know it 

and set the jurisprudence on another course.  

Thank you. 


