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JPY mn, % Net YoY Oper. 
Profit YoY Ord.

Profit YoY Profit
(Loss) YoY EPS

Sales (%) (Loss) (%) (Loss) (%) ATOP (%) (¥)
FY2016/12 3,081 60.9 250 - 225 - 267 - 10.03 

FY2017/12 4,565 48.2 545 117.5 518 130.0 438 63.8 15.13 

FY2018/12 9,340 104.6 830 52.1 533 2.9 610 39.5 20.42 

FY2019/12 12,521 34.1 (1,236) - (1,429) - (1,620) - (51.35)

FY2020/12(CE) 13,000 3.8 (-410) - (-840) - (-6,890) - (202.11)

FY2019/12Q3 8,473 56.0 (1,436) - (1,558) - (1,571) - (49.95)

FY2020/12Q3 9,938 17.3 (309) - (488) - (6,063) - (177.85)

Key Indicators
Share price (Dec 4) 3,520
YH (Oct 12, 2020) 3,710
YL (Mar 13, 2020) 1,152
10YH (Oct 12, 2020) 4,170
10YL (Nov 4, 2016) 637.5
Shrs. out. (mn shrs) 36.420
Mkt cap (¥bn) 128.199
EV (¥bn) 129.659
Shr eqty ratio (Sep 30) 26.8%
FY12/20 P/E (CE) –
FY12/19 P/B (act) 19.75x
FY12/19 ROE (act) -29.1%
FY12/20 DY (CE) 0.00%

Announced the sale of Quartz Business. Revised full-term 
FY12/20 guidance is: net sales ¥13.0bn, EBITDA ¥400mn. It 
also announced a change in Representative Directors.
▷Surprise (!?)
—The Company announced sale of Quartz Business. In part due to COVID-19, the outlook to
turn the business profitable within the initially pledged 3 years became difficult, and
management decided to withdraw from the business. The founder of Quartz Business will
acquire the business through an MBO, and Uzabase booked an associated extraordinary loss
of ¥8.1bn in the 3Q.
—In addition, in order to clarify and accept management responsibility, founder and CEO
Yusuke Umeda announced that he will step down as CEO on December 31, and will
withdraw from full-time management. Representative Director and COO Yusuke Inagaki will
take over as CEO, and he will focus for the time being on favorable Japan business.
▷3Q FY12/20 results: Sales +37% excluding Quartz Business, EBITDA turned profitable
—Japan businesses SPEEDA (+22% YoY), NewsPicks (+47%) and Other B2B Businesses
(FORCAS, INITIAL +71%) grew favorably. Sales excluding Quartz achieved 37% growth YoY.
—Monthly Recurring Revenue (MRR) reached ¥821mn as of the end of September, putting
Annual Recurring Revenue (ARR) alone around the level of ¥10bn/year. The ratio of
recurring revenue to total revenue reached 68% as of the 3Q.
▷Full-term FY12/20 revised guidance: sales ¥13.0bn (+4%) , EBITDA ¥400mn
—As a result of the sale of Quartz Business, its revenue was removed from consolidated
results from November. The Company accordingly revised full-term FY12/20 guidance as
follows: net sales ¥13.0bn (+3.8%), EBITDA ¥400mn (¥411mn EBITDA loss the previous
year), OP ¥410mn operating loss (¥1,236mn operating loss the previous year), profit
attributable to owners of parent ¥6,890mn loss (¥1,620mn loss the previous year).
—Also, for next fiscal year, the withdrawal from loss-making business as well as
disappearance of annual GW amortization associated with Quartz of ¥600mn will support a
significant improvement in profitability.
▷Challenges going forward
—Retooling global strategy: Uzabase entered the North American market as a step toward
realizing the corporate mission of “We guide business people to insights that change the
world,” but this withdrawal requires revising global strategy. Will it be possible to leverage
this experience to the next challenge?
—Although Quartz Business was unsuccessful, it is likely that the share price already
incorporated the risks and possibilities associated with global expansion. How will investors
evaluate the Company’s growth after the disappearance of Quartz?
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① Decision to withdraw from Quartz Business
1) Background and subsequent new structure
—Pursuant to resolution of a meeting of the Board of Directors, the Company announced
on November 9 that it would withdraw from Quartz Business. Under the corporate mission
of “We guide business people to insights that change the world,” the company aims to
become a platform company looking beyond just Japan to the global market, and it
targeted to enter the North American media market as a first step. The Company acquired
Quartz Media LLC for $75 million (approx.. ¥8.25bn) in July 2018. Since this was a major
acquisition based on the Company’s size, regarding Quartz business, management
committed to investors disciplined investment policy and turning profitable within 3 years.
—In managing Quartz Business, CEO Umeda, directly involved in the acquisition, was
stationed locally, committing to ‘on hands’ direct management. The plan was to convert
from an earnings model based on ad revenues to one of NewsPicks proven track record in
a fee-charging model. Along with that policy, the company would invest roughly ¥2 billion
and promote restructuring of the organization as well as conversion to a fee-charging
model, while maintaining the existing ad revenue model as it targeted migrating to the fee-
charging model. However, the impact of COVID-19 on economic activity in the US was
significant, and ad revenue declined by an amount greater than expected, and as a result,
management reached the conclusion that there was not a viable outlook to achieving
turning profitable within 3 years, deciding to divest the business. (The buyer is the current
management team through an MBO, and it says that it will maintain a good cooperative
relationship going forward.)
—Regarding the failure of this business, CEO Umeda cited 1) the shift of the business
model after acquisition made management difficult, and 2) there was insufficient due
diligence regarding advertising business in the US (while it is true there was an impact from
COVID-19, recognition that the business was heavily dependent on the external
environment was insufficient).
—Also, in order to clarify and take management responsibility for the failure of the Quartz
acquisition, CEO Umeda will step down as Representative Director and CEO at the end of
this year, becoming a part-time director (without having responsibility to execute
business), and it was announced that COO Inagaki has been newly appointed to the
position of CEO.
2) Impact on current term earnings from the withdrawal from Quartz Business
—Following the withdrawal from Quartz Business, the Company will book a final loss of
roughly ¥5.8bn. Regarding the impacts on the income statement, November and
December revenue for Quartz drop out, so full-term next sales guidance was revised down
to ¥13.0bn (+3.8%). At the same time, regarding profits, since the cost burden from Quartz
declines, revised guidance is for EBITDA ¥400mn (¥411mn EBITDA loss the previous year),
OP ¥410mn operating loss (¥1,236mn operating loss the previous year), and profit
attributable to owners of parent ¥6,890mn loss (¥1,620mn loss the previous year).

Impact of Withdrawal from Quartz on This Year’s Earnings

Source: Company materials (earnings presentation for 3Q FY12/20)
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② 3Q FY12/20 Results
1) Net sales ¥9.9bn (+17%, +37% excluding Quartz Business), operating loss improved
from (¥1,436mn)→ (¥309mn).
—The impact of COVID-19 was minimal, and existing Japan business for both BtoB
(SPEEDA, FORCAS, INITIAL) and BtoC (NewsPicks) posted steady gains. Net sales excluding
US Quartz Business rose +36.6% YoY. Monthly Recurring Revenue (MRR) reached ¥821mn
(end of Sep-2019 was ¥640mn). The ratio of recurring revenue to total revenue reached
68% as of the 3Q. (see graph on the top of the next page).
—EBITDA improved from a loss of (¥832mn) last term → to ¥395mn. EBITDA excluding
Quartz Business rose sharply by +57.8% from ¥1,218mn last term→ ¥1,922mn.
—While the operating loss for Quartz Business weighed on total OP, the operating loss
improved sharply from (¥1,436mn) last term → (¥309mn).
—For profit attributable to owners of parent, the loss expanded from (¥1,571mn) last term
→ (¥6,063mn) due to Quartz-related restructuring expense of ¥282mn, impairment loss of
(¥7,827mn) associated with Quartz depreciation, and total income taxes of (¥2,367mn).

2) Trend by segments
a) SPEEDA Business: sales ¥4,035mn (+21.8%), MRR ¥448mn (+15.2%), EBITDA

¥1,552mn (+26.8%). EBITDA margin 38.5% (+1.4pp).
—As a result of COVID-19 having some impact on sales activities, the growth rate
slowed somewhat, but it was still at a high level above 20%. The EBITDA margin
improved +1.4pp. Commenced service of expert research ‘FLASH Opinion’ to
further raise value-added. This service allows individual questions to be asked of
experts, and by collecting an extra fee, the Company is aiming to further boost
monetization.

b) Other B2B Businesses: sales ¥1,021mn (+71.1%), EBITDA ¥1mn (previous year loss
of ¥92mn)
—Both FORCAS and INITIAL remain in the growth stage, and sales increased +71%
to ¥1,021mn. FORCAS continues to invest to enhance functionality. EBITDA
continues to improve from 3Q 12/18 (¥165mn) loss → 3Q 12/19 (¥92mn) loss →
¥1mn.

Consolidated 3Q results over the last three years: Net sales and EBITDA

Note: Internal transactions between segments are excluded
Source: Sessa Partners from company materials (3Q FY12/20 earnings presentation)
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c) NewsPicks Business: sales ¥4,067mn (+47.1%) on MRR accumulating and ad
revenue continuing to grow steadily
—As a result of the significant increase in the number of paying members in the
2Q, the growth rate slowed in the 3Q, but MRR itself increased from ¥160mn last
term to ¥234mn. In addition, ad revenue posted steady gains despite COVID-19. As
a result of the appeal of NewsPicks as a media rising, the company is winning
many major advertisers, and the evaluation of focus video ads has risen. Sales
increased +47.1% to ¥4,067mn. Just looking at 3Q-only, sales grew a high +77.7%.
As a result, EBITDA increased 4.3-fold to ¥369mn.

d) Quartz Business: sales ¥841mn (-53.6%) declined sharply due to the ongoing
impact of COVID-19
—Due to the significant economic damage in the US due to COVID-19, the
advertising industry is suffering a major impact. While fee-charging business for
Quartz is getting started, mainstay ad revenues declined by over half YoY. As a
result, segment sales of ¥841mn (-53.6%) declined sharply. Due to restructuring
implemented in May, the EBITDA loss improved sharply from (¥2,044mn) loss last
term → (¥1,507mn) loss.

③ Full-term FY12/20 Revised Guidance
—The Company revised full-term guidance as a result of the sale of Quartz as follows: net
sales ¥13.0bn (+3.8%), EBITDA ¥400mn (¥411mn EBITDA loss the previous year), OP
¥410mn operating loss (¥1,236mn operating loss the previous year), profit attributable to
owners of parent ¥6,890mn loss (¥1,620mn loss the previous year).
—As a result of the decision to divest Quartz Business, Quartz revenue was removed from
consolidated results from November, guidance was revised down from the previous
forecast range of ¥15.0-16.0bn. At the same time, as a result of losses of this business
disappearing, profits were revised up (only disclosed that EBITDA turns profitable). As can
be seen from the exhibit on the previous page, excluding Quartz business, sales and
EBITDA are posting healthy gains, and the Company will focus on the favorable Japan
business going forward.
—Progress ratios as of the cumulative 9 months 3Q relative to revised full-term guidance
are sales 76% and EBITDA 99%, giving rise to high potential to achieve revised full-term
guidance.
—The company is booking an extraordinary loss associated with the sale of Quartz business
of roughly (¥8.85bn) mainly from 3Q impairment loss of (¥7.83mn) and 4Q expected loss
on the sale of subsidiary shares of (¥1.02bn), expected to generate deferred tax assets of
roughly ¥3.04bn.

MRR Trend

Source: Company materials (earnings presentation for 3Q FY12/20)
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④ Challenges going forward
1) What is the next growth strategy?
—With a corporate mission of “We guide business people to insights that change the
world,” the Company has aimed to provide a foundation of valued intelligence that
supports the needs of business and business people around the world. The acquisition
of Quartz Media LLC was a first step toward that end, and while it was a bold challenge
for the Company, the results were disappointing. Until now there have been almost no
successful cases of overseas M&A by Japanese IT firms, but there were hopes for
success with this deal given the commitment by CEO Umeda himself for ‘hands on’
local management. If you add up the initial acquisition price with subsequent
additional investment, it represents an extremely expensive tuition, and significant
damage to shareholder wealth. We want to follow the initiatives of management going
forward on how it draws up the next growth strategy, while taking on board lessons
from this experience.

2) Overhaul of the management structure
—To clarify and accept management responsibility for the failure of the Quartz acquisition,
project leader CEO Umeda will step down from the CEO position, becoming a part-time
director (without having responsibility to execute business). Based on no. 1 of the
Company’s 7 values, ‘Be free & own it’, the CEO has strictly followed the principles of ‘That
kind of freedom comes with responsibility. We inspire each other to be bold, and we hold
each other to the highest standards.’
—For the past two years while CEO Umeda was stationed in New York, Japan business was
run by COO Inagaki, Director Sakuma etc., so even if CEO Umeda steps down, there is no
problem with continuity of business operations, a fact that is readily apparent.
—In order to re-examine the lessons learned from this experience and to apply them to the
next growth strategy, founder Mr. Umeda will consider rebuilding the growth strategy,
taking governance into consideration.

3966 Uzabase versus TSE Mothers Index

Source: Sessa Partners from SPEEDA data
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3) View on the share price and valuation
—After the Company acquired the Quartz Business, the investment burden weighed on the
share price (annual GW amortization of approx. ¥600mn, losses of Quartz Business, and
additional investment to turn around profitability), and despite strong performance of
domestic business, the share price underperformed the market. Following the
announcement of withdrawal from Quartz Business, after the initial dip reacting negatively
to the large write-off cost, the share price has since been recovering. While withdrawal
from overseas business temporarily eliminates potential for future upshoot, just looking at
the reaction of the share price, the market appears to be assigning value for stopping
overseas losses. While the company had a fundraising from overseas institutional investors
at ¥1,991 per share in July, the current share price is trading nicely above the offering
price.
—One benchmark management follows regarding share price valuation is a comparison of
price-to-sales ratios for SaaS (software as a service) providers, based on ARR of ¥10bn.
Looking at the graph below, we can see Uzabase has a low valuation. We want to follow
whether there is room for a e-rating after the heavy weight of Quartz has been removed
and favorable growth of Japan business stands out.
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2018/12 2019/12 2020/12
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q

Net sales 1,488 1,580 2,363 3,908 2,847 2,818 2,808 4,048 3,171 3,183 3,583
YoY 52.9% 49.9% 106.1% 180.6% 91.3% 78.4% 18.8% 3.6% 11.4% 13.0% 27.6%
SPEEDA 820 869 940 987 1,037 1,105 1,162 1,226 1,289 1,355 1,391

YoY – – – – 26.5% 27.2% 23.6% 24.2% 24.3% 22.6% 19.7%
% of SLS 55.1% 55.0% 39.8% 25.3% 36.4% 39.2% 41.4% 30.3% 40.6% 42.6% 38.8%
MRR 273 295 313 332 346 373 389 407 420 435 448

NewsPicks 611 638 825 888 1,017 868 873 1,419 1,267 1,249 1,551
YoY – – – – 66.4% 36.1% 5.8% 59.8% 24.6% 43.9% 77.7%
% of SLS 41.1% 40.4% 34.9% 22.7% 35.7% 30.8% 31.1% 35.1% 40.0% 39.2% 43.3%
MRR 98 100 119 131 141 143 148 170 184 229 234

Quartz – – 505 1,909 629 647 538 1,128 289 255 297
YoY – – – – – – 6.5% -40.9% -54.1% -60.6% -44.8%
% of SLS – – 21.4% 48.8% 22.1% 23.0% 19.2% 27.9% 9.1% 8.0% 8.3%
MRR – – – 0 3 5 8 11 12 15 16

Other BtoB 58 70 99 133 163 198 235 274 330 335 355
YoY – – – – 188.3% 190.5% 141.8% 117.2% 103.7% 69.2% 51.1%
% of SLS 3.8% 4.3% 4.1% 3.2% 5.7% 7.0% 8.4% 6.8% 10.4% 10.5% 9.9%
MRR（only FORCAS） 7 12 17 30 40 50 60 75 80 83 91

MRR Total 371 398 433 461 494 523 609 689 725 793 821
Excluding Quartz 1,488 1,580 1,858 1,999 2,218 2,171 2,270 2,920 2,882 2,928 3,286

YoY 52.9% 49.9% 62.1% 43.5% 49.1% 37.4% 22.2% 46.1% 29.9% 34.9% 44.8%

EBITDA
Total 238 85 (56) 919 (179) (349) (304) 421 (42) (61) 499
SPEEDA 234 233 214 350 416 409 398 372 513 536 503
NewsPicks 57 (67) 87 125 179 (46) (47) 196 121 (39) 286
Quartz (327) 473 (752) (681) (611) (116) (682) (534) (291)
Other BtoB (47) (75) (42) (29) (22) (30) (39) (51) 5 5 -9
Excluding Quartz 238 85 271 444 572 331 307 537 640 471 789

EBITDA/SLS 16.4% 5.8% -2.9% 23.5% -6.3% -12.3% -10.6% 9.9% -1.3% -1.9% 13.9%
EBITDA(-QZ)/SLS(-QZ) 16.4% 5.8% 13.9% 22.3% 25.9% 15.3% 13.7% 17.7% 22.1% 17.1% 23.6%

Operating Profit (Loss) 226 66 (186) 724 (380) (551) (505) 200 (263) (288) 288
YoY 61.1% -59.0% – 717.2% – – – -72.4% – – –
Operating profit margin 15.2% 4.2% -7.9% 18.5% -13.3% -19.6% -18.0% 4.9% -8.3% -9.0% 6.8%

Ordinary Profit (Loss) 167 37 (345) 674 (395) (612) (551) 129 (317) (348) 177
YoY 24.3% -78.3% – 828.5% – – – -80.9% – – –
Ordinary profit margin 15.2% 4.2% -7.9% 18.5% -13.3% -19.6% -18.0% 4.9% -8.3% -9.0% 4.9%

Profit (Loss) ATOP 117 (49) (661) 1,205 (296) (669) (606) (49) (473) (637) (4,953)
YoY -3.4% – – 24倍 – – – – – – –
Net profit margin 7.9% -3.1% -28.0% 30.8% -10.4% -23.7% -21.6% -1.2% -14.9% -20.0% -138.2%

Quarterly consolidated results

Source: Sessa Partners from company materials
Note: YoY changes not shown prior to 2017 due to different segmentation. MRR partially includes company estimates. EBITDA uses a new 
standard from FY12/20. 
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LEGAL DISCLAIMER

This report has been prepared by Sessa Partners on behalf of the concerned company for which it has

received compensation. Officers and employees of Sessa Partners may be engaged in transactions

such as trading in securities issued by the company, or they may have the possibility of doing so in

the future. For this reason, the forecasts and information contained in this report may lack

objectivity. Sessa Partners assumes no liability for any commercial loss based on use of this report.

The copyright of this report belongs to Sessa Partners. Modification, manipulation, distribution or

transmission of this report constitutes copyright infringement and is strictly prohibited.

This report is intended to provide information about the subject company, and it is not intended to

solicit or recommend investment. Although the data and information contained in this report have

been determined to be reliable, we do not guarantee their authenticity or accuracy.


