
 

Copyright 2015 Strategic IR Insight Inc. All Rights Reserved. 

SIR Corporate Report    November 15, 2015 

Hotto Link Inc.（TSE Mothers：3680）

 

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■ 

Business overview 

・Hotto Link is a cloud-based social data provider. 

・Kuchikomi@kakaricho, a social-media analytics tool, and E-mining, a social media 

risk monitoring tool, are its key products. Kuchikomi@kakaricho offers access to 

data of followings: 1. Twitter globally, 2. 2channel (Ni Channerua, a popular 

Japanese message board) with an exclusive distribution right, 3. Blogs with more 

than 34 million users. 

・Apart from an exclusive distributor of 2channel data, its US subsidiary Effyis, 

acquired in January 2015, owns an exclusive distribution license of access rights to 

data of Weibo, the Chinese version of Twitter. 

・On top of conventional marketing analytics tools, Hotto Link, as a key player of big 

data providers, intends to leverage information of Japan’s inbound tourists from 

China to expand its exposure to new areas including tourism and financial markets. 

The initiative will be supported by increased offerings of could-based platform 

services. 

・The revenue model is to generate revenue streams by charging users (customers) 

monthly subscription fees for analytics tools and platform services 

・Hotto Link’s mid-term target is to generate 80% of group sales from overseas 

markets. To achieve the goal, it will continue to reinforce its presence as a key big 

data distributor while actively forming alliances with foreign companies owning big 

data. The acquisition of Effyis is a just stepping stone to its global growth. It has also 

recently acquired a stake in a Chinese company Pu Qian which offers social media 

monitoring services and analytics. 

・Hotto Link is in a process of consolidating Effyis, a US-based subsidiary acquired in 

http://www.hottolink.co.jp/
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January 20015. Despite recent earnings downward reversion, the company is 

exploring possibilities to attain the next growth stage. 

  

 

■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■■ 

No pain no gain – a time for patience and 

Effyis consolidation   

-Announcement of downward revision- 

(9M FY12/15 Results Review ） 
【Result Summary in Japanese GAAP】               （Numbers in millions of yen） 

 
9M FY12/15 9M FY12/14 Yoy change 

Sales 1,829 735 248.8% 

Operating income △106 93 － 

Operating margin △5.8% 12.9％ ― 

Ordinary income △164 93 － 

Net income △179 40 － 

OP before goodwill 

amortization 
93 138 67.5％ 

 

Nine-month sales grew 250% yoy driven by acquisition of Effyis. However, it has 

revised down its FY12/15 guidance due to the followings:  

1. Changes required for the migration of its accounting reporting standards 

from Japanese GAAP to IFRS given consolidation of the US subsidiary 

2. Increased operating expenses as a result of business expansion 

3. Bad debt write-off as a result of changes in business conditions after 

acquisition 

4. Losses on foreign exchange resulting from fund transfer for payment of 

acquisition  
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【Summary of downward revision】 

 

New 

Estimates 

Old 

Estimates 
Difference Change  

Sales 2,409 2,423 △14 △0.6% 

Operating Income △31 208 △239 － 

Net Income △124 106 △230 － 

 

Following are the detailed breakdown of above-mentioned cost increases. 

(Note: The discrepancy between sum of expenses in following tables and the change 

in net income in the guidance revision table comes from corporate taxes and other 

items. 

 

① Changes required for the migration of its accounting reporting standards from 

Japanese GAAP to IFRS given consolidation of the US subsidiary 

 Item 
Amount 

Difference  
Details 

Overseas  
  

Depreciation 

expense 
＋46 

A change in depreciation methods from 

double-declining balance, a common method in 

the US, to straight line required by IFRS.  As a 

result, depreciation expenses will increase. 

Personnel 

expense 
＋60 

Revision of Effyis’ employment cash incentive 

schemes from 2015 and forward 

Total ＋106 
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② Increased operating expenses as a result of business expansion 

Item Amount Difference  Details 

Overseas 
  

Personnel, Marketing, 

and fee changes etc. 
＋77 

Costs for creating a portal 

site for customer support, 

increased hiring of sales 

force and management, as 

well as spending on 

consulting and auditing 

services 

Domestic 
  

Rental ＋30 

Increased rental expenses of 

cloud servers resulting from 

business expansion 

Total ＋107 
 

 

③ Bad debt write-off as a result of changes in business conditions after acquisition 

④ Losses on foreign exchange resulting from fund transfer for payment of 

acquisition  

Item Difference  Details 

Overseas  
  

Allowance for 

bad debt  
＋30 

Bad debt write-off after changes in 

business condition after acquisition 

Foreign 

exchange loss 
＋33 

Foreign exchange loss associated with 

fund transfer for Effyis acquisition 

Total ＋63 
 

 

The above cost breakdown indicates that the additional cost increases associated 

with the organic growth is only ¥30 million while cost increases related to global 

expansion is ¥246 million. Among the ¥246 million cost increase, the real increase in 
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expenses is ¥107 million including ¥77 million for overseas expansion and ¥30 

million for the bad debt write-off. The remaining cost increase is caused by the 

change of its accounting reporting standards.  

 

Note: A foreign exchange loss incurred due to a drop in the value of a foreign 

currency in the end of the review period compared to the value in the beginning of 

the period.      

 

 

【Business development】 

 

 

The above graph explains how Hotto Link has evolved its business model from 

offering conventional social big data analytics tools in the domestic market 

(Kuchikomi@kakarichol, a marketing analytics tool, and E-mining, a social risk 

monitoring analytics tool) to growing its global presence. In order to become a 

global player in the social big data distribution arena, we consider acquisition of 

Effyis a necessary strategic move for its future growth.  

 

During the 3Q, Hotto Link has formed a new partnership with Foursquare which will 

provide users’ review data with users’ location information. The attempt reveals that 

it is on a way to expanding its overseas business and attaining its goal to become a 

truly global social big data provider.     
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Moreover, rather than simply being a data distributor, Hotto Link has leveraged its 

technologies and knowhow in big data analytics tools and developed a 

visualization-based analytics tool, China Trend Express, which has been seeing solid 

growth. In order to capture corporate demand for such analytics tools which 

produce analysis results in simple but effective manner, Hotto Link has changed the 

name of its subsidiary Hotto Link Consulting to Trend Express and intends to 

increase the product offerings of such big data tools.  

 

SIR considers the downward revision a temporary negative while Hotto Link 

is in a transition phase preparing itself to become a truly global big-data 

distributor. SIR intends to pay close attention to how Hotto Link’s growth 

strategies play out and contribute to business expansion.   

 

Yuichi Sekiguchi  

CEO, Strategic IR Insight Inc. 
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Global Disclaimer 

 

This document has been prepared by Strategic IR Insight Inc. (hereafter “SIR”). This 

document is for distribution only as may be permitted by law. It is not directed to, or 

intended for distribution to or use by, any person or entity who is a citizen or resident of or 

located in any locality, state, country or other jurisdiction where such distribution, 

publication, availability or use would be contrary to law or regulation or would subject 

SIR to any registration or licensing requirement within such jurisdiction. It is published 

solely for information purposes; it is not an advertisement nor is it a solicitation or an offer 

to buy or sell any financial instruments or to participate in any particular trading strategy. 

No representation or warranty expresses or implied, is provided in relation to the 

accuracy, completeness or reliability of the information contained in this document 

(‘the Information’), except with respect to Information concerning SIR. The Information is 

not intended to be a complete statement or summary of the securities, markets or 

developments referred to in the document. SIR does not undertake to update or keep 

current the Information. Any opinions expressed in this document may change without 

notice and may differ or be contrary to opinions expressed by other business areas or 

groups of SIR. Any statements contained in this report attributed to a third party 

represent SIR's interpretation of the data, information and/or opinions provided by that 

third party either publicly or through a subscription service, and such use and 

interpretation has not been reviewed by the third party. 

Nothing in this document constitutes a representation that any investment strategy or 

recommendation is suitable or appropriate to an investor’s individual circumstances or 

otherwise constitutes a personal recommendation. Investments involve risks, and 

investors should exercise prudence and their own judgment in making their investment 

decisions.  

Research will initiate, update and cease coverage solely at the discretion of SIR. The 

analysis contained in this document is based on numerous assumptions. Different 

assumptions could result in materially different results. The analyst(s) responsible for the 

preparation of this document may interact with trading desk personnel, sales personnel 

and other parties for the purpose of gathering, applying and interpreting market 

information.  

SIR specifically prohibits the redistribution of this document in whole or in part without the 

written permission of SIR and SIR accepts no liability whatsoever for the actions of third 

parties in this respect. Images may depict objects or elements that are protected by 

third party copyright, trademarks and other intellectual property rights. All rights 

reserved.  

 

 


