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Takung	Art	Co.,	Ltd.	(NYSE:	TKAT)	

First	Quarter	2017	Earnings	Conference	Call	

May	16,	2017	

Operator:	

Welcome	 to	 Takung	Art’s	 First	Quarter	 2017	 Earnings	 Conference	 Call.	

For	the	first	part	of	this	call,	all	participants	will	be	in	a	listen-only	mode	

and	 afterwards,	 there	 will	 be	 a	 question-and-answer	 session.	 Today’s	

conference	 is	being	 recorded.	At	 this	 time,	 I	would	 like	 to	 turn	 the	call	

over	to	Rick	Eisenberg	for	opening	remarks	and	introductions.	Please	go	

ahead,	sir.	

	

Rick	Eisenberg:	

Thank	 you,	 Operator.	 Hello	 everyone	 and	 thank	 you	 for	 joining	 us	 on	

today’s	call.	Takung	Art	announced	its	quarterly	financial	results	on	May	

16th.	An	earnings	release	is	now	available	on	the	company’s	website.	 	

	

Today,	you	will	hear	 from	Takung	Art’s	CFO,	Mr.	 Leslie	Chow,	who	will	

start	 off	 the	 call	 with	 a	 review	 of	 recent	 company	 developments,	

strategies,	 and	 basic	 operating	 results,	 and	 address	 financial	 results	 in	

more	details.	Mr.	Leslie	Chow	will	also	be	available	to	answer	questions	

during	the	Q&A	session	that	follows	prepared	remarks.	
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Before	 we	 proceed,	 I	 would	 like	 to	 remind	 you	 of	 our	 Safe	 Harbor	

statement.	Our	conference	call	may	include	forward-looking	statements	

made	 under	 the	 Safe	 Harbor	 provisions	 of	 the	 Private	 Securities	

Litigation	Reform	Act	of	1995.	Although	we	believe	that	the	expectations	

reflected	in	our	forward-looking	statements	are	reasonable	as	of	today,	

those	statements	are	subject	to	risks	and	uncertainties	that	could	cause	

the	actual	results	to	differ	dramatically	from	those	projected.	There	can	

be	 no	 assurance	 that	 those	 expectations	 will	 prove	 to	 be	 correct.	

Information	 about	 the	 risks	 associated	 with	 investing	 in	 Takung	 Art	 is	

included	 in	 our	 filings	 with	 the	 Securities	 and	 Exchange	 Commission,	

which	 we	 encourage	 you	 to	 review	 before	 making	 an	 investment	

decision.	 The	 company	 does	 not	 assume	 any	 obligation	 to	 update	 any	

forward-looking	 statements	 as	 a	 result	 of	 new	 information,	 future	

events,	 changes	 in	market	 conditions	 or	 otherwise,	 except	 as	 required	

by	law.	

	

Now,	I'm	pleased	to	present	Mr.	Leslie	Chow,	CFO	of	Takung	Art.	Leslie?	

	

Mr.	Leslie	Chow:	

Thank	 you	Rick,	 and	hello	 everyone	 and	welcome	 to	 Takung	Art’s	 first	

quarter	2017	conference	call.	 	 	
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I’m	 happy	 to	 report	 another	 quarter	 of	 growth	 during	 one	 of	 our	

seasonally	 slower	 periods	 due	 to	 the	 Chinese	 New	 Year	 holiday.	

Highlights	 of	 this	 quarter	 include	 year	 over	 year	 increases	 in	 revenue,	

gross	 profit,	 and	ongoing	 improvement	 to	our	 gross	 profit	margin.	We	

generated	our	third	consecutive	quarter	of	net	cash	generation,	which	is	

a	testament	to	the	strength	of	our	business	model.	And	we	continued	to	

invest	 in	 Takung’s	 long	 term	 growth	 and	 development	 through	

infrastructure	and	R&D	investments..	 	

	

We	 have	 also	 been	 focused	 on	 several	 important	 initiatives	 in	 recent	

months	to	further	enhance	our	trading	platform	and	brand	visibility.	By	

further	 developing	 Takung’s	 brand	 awareness,	 we	 believe	 we	 can	 list	

artworks	of	increased	value	and	generate	greater	listing	fees	for	Takung	

in	the	future.	We	have	no	doubt	that	our	recent	acceptance	by	the	New	

York	 Stock	 Exchange	 will	 enhance	 our	 ability,	 over	 the	 long	 term,	 to	

attract	a	more	important	class	of	Chinese	artwork,	antiques,	gemstones	

and	 jewelry	 for	 listing	 on	 the	 platform,	 as	 well	 as	 prestigious	 artwork	

from	around	the	world.	

	

We	are	already	seeing	the	results.	In	the	first	quarter,	the	average	new	

listing	 value	 increased	 from	$189	 thousand	 sollars	 per	 listing	 for	 all	 of	

2016	to	$352	thousand	dollars	per	listing	in	the	1st	quarter	of	2017.	Our	
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trading	 liquidity	 increased	 as	well,	with	 transaction	 value	 totaling	 $4.7	

billion	in	the	first	quarter	of	2017,	a	483%	increase	from	$813	million	in	

the	 first	 quarter	of	 2016.	We	 intend	 to	 introduce	additional	marketing	

programs	to	our	high	volume	traders	which	can	help	generate	additional	

liquidity	and	overall	revenue	for	Takung.	 	

	

We	are	also	excited	about	a	number	of	exciting	new	R&D	initiatives	that	

can	 help	 drive	 sales	 and	 profits	 for	 our	 business	 in	 the	 years	 ahead,	

including	Takung	Online,	which	we	aim	to	roll	out	later	this	year.	Takung	

Online	enables	artists	 to	sell	entire	pieces	of	artwork	 instead	of	shared	

ownership.	 Other	 projects	 underway	 will	 improve	 platform	 security,	

enhance	trader	experience,	and	make	our	mobile	app	far	more	robust.	

We	 also	 plan	 to	 enrich	 the	 content	 on	 our	 site	 by	 integrating	 art	 and	

design	information	from	other	platforms	so	as	to	increase	visitor	traffic	

and	longer	stay	times.	 	 	 	

	

At	this	point,	I’d	like	to	review	some	key	first	quarter	financial	highlights	

and	operating	metrics	with	you.	 	 	

	

During	 the	 first	 quarter	 of	 2017,	 total	 revenue	 increased	 by	 12.7%	 to	

$4.3	 million,	 primarily	 attributable	 to	 increases	 in	 listing	 fee	 revenue,	

commission	 fee	 revenue,	 and	 management	 fee	 revenue.	 During	 this	
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quarter,	 listing	 fees	 and	 commission	 fees	 remained	 our	 two	 largest	

revenue	 contributors,	 accounting	 for	 54.0%	 and	 39.1%	 of	 total	 sales,	

respectively.	 	

	

This	 quarter,	we	 also	 added	 18	 new	 listings	with	 an	 aggregated	 listing	

value	 of	 $50.9	 million,	 compared	 to	 23	 new	 listings	 with	 a	 combined	

listing	value	of	$24.6	million	in	the	same	quarter	last	year.	This	increase	

in	 listing	 values	 resulted	 in	 a	 5.1%	 increase	 in	 listing	 fee	 revenue	 this	

quarter.	This	also	brings	our	total	number	of	listings	to	199.	

	

Commission	 fees	 are	 calculated	 based	 on	 a	 percentage	 of	 the	

transaction	 value	 of	 artworks	 and	 are	 charged	with	 the	 trading	 of	 the	

artworks’	units.	We	saw	a	501%	increase	in	trading	volume	and	a	483%	

increase	 in	 transaction	 value	 for	 the	 three	 months	 ended	 March	 31,	

2017,	compared	to	 the	same	period	 in	2016.	Total	 transaction	value	 in	

the	first	quarter	of	2017	was	$4.7	billion	compared	to	$813	million	in	the	

same	quarter	last	year.	Our	resulting	commission	fees	were	$1.7	million,	

a	46.1%	increase	from	$1.1	million	in	the	same	quarter	of	2016.	

	

Management	fees	are	charged	for	covering	the	insurance,	storage,	and	

transportation	for	an	artwork	and	trading	management	of	artwork	units,	

which	 are	 calculated	 at	 $0.0013	 (HK$0.01)	 per	 100	 artwork	 ownership	



 
#37639050v2 

shares	 per	 day.	 The	 increase	 in	 the	 number	 of	 listed	 artworks	 on	 our	

platform	increased	the	total	ownership	shares	which	in	turn	resulted	in	a	

128%	increase	in	the	management	fee	revenue	for	this	quarter.	 	

	

Cost	of	revenue	was	$0.2	million,	or	6.1%	of	sales,	in	the	first	quarter	of	

2017,	which	is	consistent	with	the	cost	of	revenue	in	the	first	quarter	of	

2016.	This	was	due	to	constant	costs	of	capitalization,	depreciation,	and	

amortization.	

	

Increased	total	revenue	and	consistent	cost	of	revenue	resulted	in	a	13.1%	

year-over-year	 improvement	 in	 Gross	 profit	 to	 $4.0	 million.	 Gross	

margin	 also	 increased	 slightly	 to	93.9%	 in	 the	 first	quarter	of	 this	 year	

from	93.1%	in	the	same	quarter	of	2016.	 	 	

	

Selling	 expenses	 in	 the	 first	 quarter	 of	 2017	 decreased	 47.1%	 to	 $0.3	

million	from	$0.6	million	in	the	same	quarter	of	2016.	As	a	percentage	of	

total	revenue,	selling	expenses	were	7.9%,	down	from	16.8%	in	the	first	

quarter	of	2016.	

	

The	primary	marketing	strategy	that	we	adopted	for	this	quarter	was	a	

rebate	 program,	 where	 we	 offered	 up	 to	 60%	 of	 commission	 earned	

from	transactions	with	new	users	 to	 the	 individual	 that	brought	 in	 this	
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new	 user.	 The	 rebates	 and	 discounts	 are	 recognized	 as	 a	 reduction	 of	

revenue	instead	of	selling	expenses.	

	

G&A	expenses	increased	by	64.8%	to	$2.6	million	in	the	first	quarter	of	

2017.	 The	 increase	 in	 general	 and	 administrative	 expenses	was	 due	 to	

the	hiring	of	an	additional	43	employees;	new	office	space	in	Hong	Kong,	

Shanghai,	Hangzhou	and	Tianjin;	 and	an	 increase	 in	 traveling	expenses	

related	to	the	up-listing	onto	the	New	York	Exchange.	 	

	

Due	 to	 this	 substantial	 increase	 in	G&A	 expenses	 this	 quarter,	 income	

from	 operations	 decreased	 by	 17.3%	 to	 $1.1	 million,	 and	 Operating	

margin	decreased	to	25.7%	from	35.0%	compared	to	the	first	quarter	of	

2016.	

	

Net	income	decreased	by	22.2%	to	$0.9	million.	Net	margin	was	20.5%,	

down	from	28.9%	 in	 the	 first	quarter	of	2016.	Fully	diluted	net	 income	

per	share	decreased	to	$0.08	from	$0.10	in	the	first	quarter	of	2016.	

	

Now,	 I’d	 like	 to	 turn	 to	 the	 balance	 sheet	 and	 cash	 flow	 items.	 As	 of	

March	31,	2017,	we	had	$15.5	million	in	cash	and	cash	equivalents.	
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Net	 cash	provided	by	operating	activities	 for	 the	 three	months	ended	

March	31,	2017,	was	$2.2	million,	a	129.8%	 increase	 from	$0.9	million	

last	 year.	 This	 year-on-year	 increase	 was	 largely	 due	 to	 a	 decrease	 in	

stock-based	compensation;	a	decrease	in	account	receivables;	increases	

in	 prepayments	 and	 advances	 from	 customers;	 and	 an	 increase	 in	

changes	of	foreign	currency	exchange.	

	

Net	cash	used	in	investing	activities	for	the	three	months	ended	March	

31,	2017,	was	$0.2	million,	which	 include	a	$60	 thousand	payment	 for	

the	purchase	of	property,	and	equipment.	 	

	

Total	 shareholders’	 equity	 was	 $18.9	 million	 as	 of	 March	 31,	 2017,	

compared	to	$17.6	million	as	of	December	31,	2016.	 	

	

Looking	ahead,	we	expect	our	existing	platform	to	continue	to	generate	

stable	gross	profit	levels	and	healthy	levels	of	net	cash	from	operations	

while	 simultaneously	 developing	 new	 growth	 initiatives	 that	 can	 also	

contribute	 to	our	 long-term	revenue	and	profit	generation.	We	believe	

our	model	 to	 be	highly	 attractive,	 and	we	 look	 forward	 to	 sharing	 our	

progress	with	you	in	the	coming	months	ahead.	
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That	 concludes	 our	 prepared	 remarks.	Operator,	we	 are	 now	 ready	 to	

take	some	questions.	

	

(Q&A	Session	can	be	heard	on	Audio	Replay)	

	

Closing	remarks	

Mr.	Leslie	Chow:	

We	 thank	 you	 for	 joining	 us	 on	 today’s	 call,	 and	 we	 appreciate	 your	

ongoing	 support.	We	 look	 forward	 to	 updating	 you	on	our	 progress	 in	

the	weeks	and	months	ahead.	Thank	you	again.	

	


