
 

 1 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

	

	

	

	

	

	

FINAL	TRANSCRIPT	
	

	

	

Spin	Master	Corp.	

Third	Quarter	2017	Earnings	Conference	Call	

Event	Date/Time:	November	8,	2017	—	8:30	a.m.	E.T.	

Length:	66	minutes	

 

	 	



 

 2 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 8, 2017 — 8:30 a.m. E.T. 
Spin Master Corp. Third Quarter 2017 Earnings Conference Call 

CORPORATE	PARTICIPANTS	
	
Mark	Segal	
Spin	Master	Corp.	—	Chief	Financial	Officer	
	
Ronnen	Harary	
Spin	Master	Corp.	—	Co-Chief	Executive	Officer	
	
Ben	Gadbois	
Spin	Master	Corp.	—	Global	President	and	Chief	Operating	Officer	
	
CONFERENCE	CALL	PARTICIPANTS	
	
Kenric	Tyghe	
Raymond	James	—	Analyst	
	
Sabahat	Khan	
RBC	Capital	Markets	—	Analyst	
	
Adam	Shine	
National	Bank	Financial	—	Analyst	
	
Brian	Morrison	
TD	Securities	—	Analyst	
	
David	McFadgen	
Cormark	Securities	—	Analyst	
	
	 	



 

 3 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 8, 2017 — 8:30 a.m. E.T. 
Spin Master Corp. Third Quarter 2017 Earnings Conference Call 

PRESENTATION	

Operator	

Good	morning.	My	name	is	Cheryl	(phon),	and	I	will	be	your	conference	Operator	today.	At	

this	 time,	 I	 would	 like	 to	 welcome	 everyone	 to	 the	 Spin	 Master	 Third	 Quarter	 2017	 Earnings	

Conference	Call.	All	lines	have	been	placed	on	mute	to	prevent	any	background	noise.	

After	the	speakers’	remarks,	there	will	be	a	question-and-answer	session.	If	you	would	like	

to	ask	a	question	during	this	time,	simply	press	*,	then	the	number	1	on	your	telephone	keypad.	If	

you	would	like	to	withdraw	your	question,	press	the	#	key.	Thank	you.	

Mr.	Segal,	you	may	begin	your	conference.	

Mark	Segal	—	Chief	Financial	Officer,	Spin	Master	Corp.	

Thank	 you,	Operator.	 Good	morning,	 everyone,	 and	welcome	 to	 Spin	Master’s	 financial	

results	conference	call	for	the	third	quarter	ended	September	30,	2017.	

My	name	 is	Mark	 Segal,	 and	 I	 am	Spin	Master’s	 Chief	 Financial	Officer.	 I	 am	 joined	 this	

morning	by	Ronnen	Harary,	Co-CEO,	and	Ben	Gadbois,	Global	President	and	Chief	Operating	Officer.	

Following	our	formal	remarks,	we	will	open	up	the	lines	for	your	questions.	

For	 your	 convenience,	 the	 press	 release	 containing	 our	 third	 quarter	 financial	 results	 is	

available	on	 the	 Investor	Relations	 section	of	 the	Company’s	website	at	www.spinmaster.com,	as	

are	our	Q3	MD&A	and	financial	statements.	This	information	is	also	available	on	SEDAR.	



 

 4 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 8, 2017 — 8:30 a.m. E.T. 
Spin Master Corp. Third Quarter 2017 Earnings Conference Call 

Before	we	 start,	 please	note	 that	 remarks	 on	 this	 conference	 call	may	 contain	 forward-

looking	statements	about	Spin	Master’s	current	and	future	plans;	expectations;	intentions;	results;	

levels	of	activity;	performance,	goals,	or	achievements;	or	any	other	future	events	or	developments.	

Forward-looking	statements	are	based	on	 information	currently	available	to	management,	and	on	

estimates	and	assumptions	made	based	on	factors	that	management	believes	are	appropriate	and	

reasonable	 in	 the	 circumstances.	 However,	 there	 can	 be	 no	 assurance	 that	 such	 estimates	 and	

assumptions	will	prove	to	be	correct.	

Many	 factors	 could	 cause	 actual	 results	 to	 differ	 materially	 from	 those	 expressed	 or	

implied	 by	 the	 forward-looking	 statements.	 As	 a	 result,	 Spin	 Master	 cannot	 guarantee	 that	 any	

forward-looking	statements	will	materialize,	and	you	are	cautioned	not	to	place	undue	reliance	on	

these	forward-looking	statements.	

Except	 as	may	be	 required	by	 law,	 Spin	Master	 does	 not	 update	or	 revise	 any	 forward-

looking	statement	whether	because	of	new	information,	future	events,	or	otherwise.	For	additional	

information	 on	 these	 assumptions	 and	 risks,	 please	 consult	 the	 cautionary	 statement	 regarding	

forward-looking	information	contained	in	our	earnings	release	dated	November	7,	2017.	

Please	note	that	Spin	Master	reports	in	US	dollars,	and	all	dollar	amounts	to	be	expressed	

today	are	in	US	currency.	

I	would	now	like	to	turn	the	conference	over	to	Ronnen	Harary.	

Ronnen	Harary	—	Co-Chief	Executive	Officer,	Spin	Master	Corp.	
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Thank	 you,	Mark.	 Good	morning,	 and	 thank	 you	 for	 your	 interest	 in	 Spin	Master.	 I	 will	

begin	 the	 call	 with	 some	 strategic	 highlights	 from	 the	 quarter.	 Following	my	 remarks,	Mark	 will	

provide	you	with	a	detailed	review	of	our	financial	results,	including	our	outlook	for	the	balance	of	

2017,	and	then	we’ll	discuss	our	operational	results	and	our	growth	initiatives.	

Overall,	we	continue	to	be	very	pleased	with	the	financial	and	operating	performance	of	

the	 Company.	 Despite	 some	 of	 the	 uncertainty	 that	 has	 been	 evident	 in	 recent	 weeks,	 the	 toy	

industry	continues	to	grow.	September,	according	to	NPD,	year-to-date	US	sales	figures	were	up	3	

percent	compared	to	the	same	period	in	2016.	

Around	this	time	last	year,	I	was	excited	to	share	with	you	the	initial	results	of	the	global	

launch	of	Hatchimals.	We	told	you	at	the	time	that	our	plans	was	to	build	Hatchimals	into	a	brand	

driven	by	innovation.	We	are	now	executing	on	that	vision.	

October	6th	we	 revealed	our	newest	brand	 innovation	on	our	 second	global	Hatchimals	

Day.	 Hatchimals	 Surprise	 are	 twin	 creatures	 in	 one	 egg,	 delivering	 a	 new	 hatching	 experience	 in	

interactivity	that	builds	on	but	sets	it	apart	from	the	original.	

We	had	very	strong	initial	shipments	of	Hatchimals	Surprise	 in	the	quarter,	and	it’s	been	

tracking	 as	 the	 number	 one	 toy	 in	 the	 industry	 since	 its	 launch.	 We	 have	 now	 successfully	

established	 Hatchimals	 as	 a	 brand	 that	 includes	 a	 successful	 low	 price	 point	 collectible	 line,	

Hatchimals	 Colleggtibles;	 innovative,	 higher	 price	 point	 items	 such	 as	 Surprise,	 as	 well	 as	 global	

direct	 licensing	 and	merchandising	 programs	with	 products	 such	 as	 backpacks,	 apparel,	 bedding,	
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books,	 and	more.	 For	 the	 first	 time,	 we	 are	managing	 the	 licensing	 and	merchandising	 program	

internally,	which	drives	higher	margins	for	us.	

We	 had	 another	 innovative	 product	 launch	 in	 Q3	 with	 our	 Luvabella	 and	 Luvabeau	

interactive	doll	 line.	The	advanced	animatronics	 technology	 in	 the	baby	doll,	which	allows	kids	 to	

interact	with	and	nurture	the	doll	in	unique	ways,	drove	excitement	for	its	launch.	

Luvabella	has	over	500	responses,	creating	a	more	engaging	and	immersive	experience	for	

children.	And	initial	consumer	and	retailer	response	has	been	extremely	positive.	

Luvabella	 and	 Hatchimals	 Surprise	 are	 excellent	 examples	 of	 our	 continuous	 drive	 and	

focus	on	making	toys	that	are	highly	innovative,	and	that	capture	children’s	imagination.	

We	 will	 continue	 to	 leverage	 our	 internal	 and	 external	 global	 R&D	 and	 product	

development	network	to	drive	innovation.	We	see	this	as	a	major	competitive	advantage.	

In	the	international	area	of	our	business	our	established	markets	are	performing	well.	We	

remain,	 however,	 relatively	 underrepresented	 compared	 to	 the	 industry	 as	 a	 whole.	 We	 will	

continue	to	 focus	on	 increasing	sales	 in	established	markets	 through	new	channels	of	distribution	

and	growing	into	new	markets.	

The	continued	success	of	PAW	Patrol	highlights	our	entertainment	strategy.	According	to	

NPD,	at	the	end	of	Q3	PAW	Patrol	was	the	number	one	property	 in	the	 infant/toddler/pre-school	

super	category	 in	 the	US	on	a	year-to-year	basis.	This	past	 July	 the	 first	of	 the	Sea	Patrol-themed	

episodes	aired,	with	the	highest	episodic	rating	ever	for	the	series.	
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And	the	successful	launch	of	the	show	on	CCTV	in	China	in	July	is	also	very	encouraging	for	

PAW	Patrol’s	long-term	growth	in	Asia.	

We	are	managing	PAW	Patrol	as	an	evergreen	franchise,	and	we’re	working	hard	to	ensure	

the	continued—the	content	resonates	with	 the	audiences	globally	 to	maximize	 long-term	growth.	

Season	5	is	set	to	air	in	North	America	in	early	2018.	And	we	are	in	development	and	preproduction	

on	Season	6.	

We	 are	 currently	 considering	whether	 to	 expand	 the	 PAW	 Patrol	 franchise	 into	 feature	

films	at	some	point	in	the	next	12	to	24	months.	We	are	in	progress	of	developing	a	film	script,	and	

we	expect	 to	see	 further	progress	 in	2018.	This	 is	an	exciting	development	 for	our	entertainment	

franchise,	and	we	will	update	you	in	the	coming	months	as	we	progress	on	this	initiative.	

Rusty	 Rivets,	which	was	 launched	on	Nickelodeon	 in	North	America	 last	November,	 has	

been	 rating	 consistently	 in	 the	 number	 two	 spot	 among	 boys	 two	 to	 five.	 Nickelodeon	 is	 now	

planning	 to	 launch	 Season	1	 shortly	 in	 France,	 Spain,	 Ireland,	 and	 the	UK.	And	 Season	2	 is	 being	

delivered	 in	North	America	 later	 this	month.	 After	 a	 very	 limited	 toy	 launch	 in	North	America	 in	

2017,	the	toy	line	is	launching	broadly	in	North	America	in	2018.	

In	the	acquisition	area,	the	acquisition	of	Aerobie	highlights	the	strategy	we	announced	in	

Q3	last	year	with	the	acquisition	of	Swimways,	whereby	we	said	we	wanted	to	use	Swimways	as	a	

beachhead	for	further	acquisitions	in	the	outdoor	category	when	it	makes	sense	to	do	so.	
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Turning	 to	 the	mobile	digital	 side	of	our	business.	Toca	Boca	and	Sago	Mini	 continue	 to	

build	fun	and	creative	apps	that	encourage	open-ended	play.	

We	recently	brought	our	entertainment	team	and	the	Toca	Boca	app	development	team	

together	 in	Stockholm	 to	 start	 thinking	about	 ideas.	Our	vision,	which	 is	 starting	 to	emerge,	 is	 to	

take	 our	 proven	 capabilities	 in	 toys	 and	 entertainment	 and	 combine	 it	with	 Toca	 Boca	 and	 Sago	

Mini’s	mobile	 digital	 capabilities	 to	 provide	 an	 end-to-end	 experience	 for	 kids	 and	 accompanying	

physical	product,	entertainment,	and	digital	mobile.	

I’ll	now	hand	it	over	to	Mark	Segal	to	review	our	Q3	2017	financial	results	in	more	detail.	

Mark	Segal	

Thanks,	Ronnen.	Before	I	begin	reviewing	our	results,	I	wanted	to	remind	you	that	we	will	

no	 longer	be	breaking	out	Swimways	 in	our	quarterly	results,	as	 in	Q3	2017	we	are	now	one	year	

post-acquisition.	

Later	on	when	I	get	to	the	outlook	section,	for	continuity	I’ll	continue	to	break	Swimways	

out	in	reference	to	gross	product	sales,	but	this	will	also	no	longer	be	necessary	after	this	quarter.	

In	Q3	2017,	our	revenue	increased	27.6	percent	from	last	year,	growing	from	475	million	

to	606.1	million.	Revenue	growth	was	driven	by	Hatchimals,	Hatchimals	Colleggtibles,	PAW	Patrol,	

and	Cardinal	Games.	

Foreign	exchange	tailwinds	increased	overall	revenue	by	4.8	million.	In	constant	currency	

terms,	revenue	increased	by	26.6	percent	compared	to	2016.	
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Q3	2017	gross	product	sales	increased	27.4	percent	to	660.9	million	from	518.6	million	last	

year.	

On	 a	 geographic	 basis,	 Spin	 Master’s	 global	 platform	 delivered	 gross	 product	 sales	

increases	of	22.6	percent	in	North	America,	37.2	percent	in	Europe,	and	41.9	percent	in	the	Rest	of	

World.	Combined,	 international	gross	product	sales	comprised	32.5	percent	of	total	gross	product	

sales	in	the	quarter,	increasing	from	29.9	percent	in	2016.	

Other	 revenue,	which	primarily	 reflects	merchandising	 royalty	and	television	distribution	

income	from	products	marketed	by	third	parties	using	Spin	Master’s	 intellectual	property	and	app	

revenue	from	Toca	Boca	and	Sago	Mini,	was	17.7	million	compared	to	17.3	million	in	2016.	

Sales	allowances	for	the	quarter	as	a	percentage	of	gross	product	sales	decreased	to	10.9	

percent	from	11.8	percent	last	year.	

Our	gross	profit	 for	Q3	 increased	 to	316.9	million,	 representing	52.3	percent	of	 revenue	

compared	with	247.7	million,	or	52.2	percent	last	year.	The	steady	gross	margin	rate	for	the	quarter	

reflects	the	fact	that	we	are	now	comparing	results,	including	Swimways,	on	a	year-over-year	basis.	

As	 you	 may	 recall,	 up	 to	 this	 point	 Swimways	 has	 been	 dilutive	 to	 year-over-year	 gross	 margin	

comparisons.	

Total	SG&A	expenses,	excluding	share-based	compensation,	were	162.6	million	compared	

to	124.4	million	last	year.	The	increase	was	driven	by	volume-related	variable	costs,	investments	in	
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marketing	initiatives,	increased	warehousing	costs,	and	increased	people	costs,	as	well	as	a	charge	

related	to	the	Toys	”R”	Us	bankruptcy	filing,	which	I	will	discuss	shortly.	

SG&A,	 excluding	 share-based	 compensation	 expenses,	 represented	 26.8	 percent	 of	

revenue	compared	to	26.2	percent	last	year.	

Within	 SG&A,	 marketing	 spend	 increases	 were	 driven	 by	 more	 media	 and	 experiential	

promotions,	such	as	the	PAW	Patrol	Tour	and	the	upcoming	Macy’s	Thanksgiving	Day	Parade,	offset	

by	lower	spend	on	merchandising	initiatives	and	third-party	agency	fees.	

Marketing	expenses	as	a	percentage	of	revenue	declined	to	4.3	percent	compared	with	5.1	

percent	last	year.	

Product	development	expenses	were	0.8	percent	of	 revenue	compared	with	1.3	percent	

last	 year,	 primarily	 due	 to	 the	 timing	 of	 projects	 within	 the	 Remote	 Control	 and	 Interactive	

Characters	business	segments.	

Selling	 expenses	 declined	 to	 6	 percent	 of	 revenue	 compared	 to	 6.4	 percent	 last	 year,	

reflecting	the	higher	proportion	of	sales	related	to	owned-IP	products	in	this	quarter.	

Distribution	expenses	were	2.4	percent	of	 revenue	compared	with	1.6	percent	 last	year.	

The	increase	was	driven	by	domestic	sales	volume	increases	primarily	in	Europe,	as	well	as	ongoing	

investments	 to	 rationalize	 our	 supply	 chain	 as	 we	 continue	 to	 position	 ourselves	 for	 growth,	

including	 by	 improving	 and	 integrating	 Cardinal	 and	 Swimways	 logistics	 structures.	 These	

investments	will	begin	to	yield	benefits	in	2018	and	beyond.	
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Admin	expenses	represented	13.7	percent	of	revenue	compared	to	12.8	percent	last	year.	

Excluding	the	impact	of	share-based	compensation,	admin	expenses	were	13.2	percent	of	revenue	

compared	with	11.8	percent	in	2016,	reflecting	for	the	most	part	a	onetime	expense	related	to	the	

Toys	 “R”	 Us	 bankruptcy.	 Excluding	 this	 TRU-related	 charge,	 admin	 expenses	 were	 slightly	 higher	

than	2016	due	to	higher	incentive	compensation	costs.	

Net	income	for	the	quarter	was	108.8	million,	or	$1.07	per	share,	31	percent	higher	than	

net	income	for	Q3	2016	of	83.3	million,	or	$0.82	per	share.	Adjusted	net	income	for	the	quarter	was	

111.7	million,	or	$1.10	per	share,	28	percent	higher	than	2016’s	level	of	87.5	million,	or	$0.86	per	

share.	

Adjusted	 EBITDA	 increased	 27.8	 percent	 to	 170.3	 million	 from	 133.3	 million	 last	 year.	

Adjusted	EBITDA	margins	remained	flat	year	over	year	at	28.1	percent.	

As	a	reminder,	when	we	talk	about	the	timing	of	spending	and	profitability,	a	significant	

portion	of	our	annual	marketing	expenses	are	incurred	in	Q4	of	each	year	in	order	to	maximize	the	

impact	on	customer	purchases	and	our	return	on	investment.	This	typically	causes	a	misalignment	

of	 sales	and	marketing	spending	between	Q4	and	Q3,	 resulting	 in	adjusted	EBITDA	margins	 in	Q4	

significantly	below	those	in	Q3.	

Turning	now	 to	our	balance	 sheet.	Net	working	 capital	 as	 a	percentage	of	 LTM	 revenue	

decreased	 3.5	 percentage	points	 to	 12	 percent	 in	 2017	 from	15.5	 percent	 in	 2016.	 This	was	 due	
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primarily	to	improvements	in	all	areas	of	net	working	capital	management	in	our	core	business	and	

in	recently	acquired	businesses.	As	a	reminder,	Q3	is	typically	the	peak	of	our	working	capital	cycle.	

Free	cash	flow	was	145.2	million	in	Q3,	up	28	million	or	23.8	percent	compared	to	117.2	

million	 last	 year.	 This	 increase	 is	 primarily	 attributable	 to	 an	 increase	 in	 cash	 from	 operating	

activities,	offset	by	higher	cash	used	in	investing	activities,	excluding	acquisitions.	

Our	net	debt	to	LTM	EBITDA	at	the	end	of	Q3	was	zero,	indicating	the	continued	strength	

and	financial	flexibility	of	our	balance	sheet.	

Before	 I	 go	 into	 detail	 regarding	 the	 performance	 of	 our	 business	 segments,	 I	 want	 to	

briefly	discuss	the	Toys	“R”	Us	bankruptcy	filing	and	its	effect	on	Spin	Master.	

On	September	18,	2017,	Toys	“R”	Us	announced	that	certain	of	its	US	subsidiaries	and	its	

Canadian	subsidiary	voluntarily	 filed	 for	bankruptcy	protection.	TRU’s	 filing	resulted	 in	us	 taking	a	

bad	debt	expense	of	$5.4	million	during	Q3.	This	bad	debt	expense	relates	to	Spin	Master’s	estimate	

of	the	co-insurance	portion	of	insurance	claim	on	pre-petition	receivables	and	the	deductible,	which	

we	are	responsible	for	under	the	credit	insurance	policies	we	had	in	place	on	our	US	and	Canadian	

sales	to	TRU.	

We	 estimate	 in	 addition	 that	 approximately	 $10	million	 of	 shipments	 to	 TRU	will	move	

from	Q3	to	Q4	arriving	from	the	uncertainly	around	the	time	of	the	TRU	filing.	

Looking	at	our	business	segments	for	Q3,	gross	product	sales	in	the	Activities,	Games,	and	

Puzzles,	and	Fun	Furniture	segment	increased	2.5	percent	to	$128	million.	Cardinal,	Etch	A	Sketch,	
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Kinetic	 Rock,	 and	 Dr.	 Dreadful	 grew	 steadily,	 which	 offset	 declines	 in	 Bunchems,	 Kinetic	 Sand,	

Kinetic	Foam,	and	Marshmallow.	

We	 had	 another	 very	 strong	 quarter	 in	 the	 Remote	 Control	 and	 Interactive	 Character	

segments.	Gross	product	sales	increased	78	percent	to	$264	million,	driven	by	the	ongoing	success	

of	 Hatchimals,	 Hatchimals	 Colleggtibles,	 and	 strong	 initial	 shipments	 of	 Luvabella,	 which	 offset	

declines	in	Air	Hogs	and	Zoomer.	

Gross	product	sales	in	the	Boys	Action	and	High-Tech	Constructions	segment	decreased	25	

percent	to	$45	million,	primarily	due	to	the	decline	in	sales	of	Teenage	Mutant	Ninja	Turtles,	Secret	

Life	of	Pets,	and	Angry	Birds	licensed	products,	partially	offset	by	an	increase	in	sales	of	Tech	Deck,	

Star	Wars,	Meccano,	DreamWorks	Dragons,	and	Pirates	of	the	Caribbean	licensed	products.	

In	 the	 Pre-School	 and	 Girls	 segment,	 gross	 product	 sales	 increased	 19	 percent	 to	 $216	

million,	driven	by	PAW	Patrol	 and	Rusty	Rivets,	offset	by	declines	 in	Brightlings,	Chubby	Puppies,	

and	Popples.	

In	the	Outdoor	segment,	gross	product	sales	increased	69	percent	in	Q3	to	8	million	from	

sales	of	Swimways	brand.	

On	 July	 28,	 2017,	we	 acquired	 certain	 assets	 of	 Aerobie,	 a	 leading	 producer	 of	 outdoor	

flying	 distance	 sports	 toys.	 The	 purchase	 price	 was	 satisfied	 by	 $10.7	 million	 in	 cash	 and	 was	

financed	from	internal	resources.	We	will	also	pay	a	small	royalty	on	sales	for	three	years.	
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Sales	 of	 the	 Aerobie	 product	 line	 are	 reported	 in	 our	 Outdoor	 business	 segment	 under	

Swimways.	We	expect	Aerobie	will	be	modestly	accretive	to	our	2018	earnings.	

I	will	conclude	now	with	our	outlook	for	2017.	We	are	confirming	our	outlook	for	the	full	

year	that	we	provided	in	August	2017.	

We	expect	organic	gross	product	sales	growth	to	be	in	the	mid	20	percent	range	relative	to	

2016.	Including	Swimways,	Spin	Master	continues	to	expect	gross	product	sales	growth	in	the	low	

30	percent	range	compared	to	2016.	

Adjusted	EBITDA	margins	 in	2017	are	consistent	with	guidance	provided	 in	August	2017,	

and	 are	 expected	 to	 increase	 by	 approximately	 100	 basis	 points	 over	 2016.	 Please	 recall	 that	

adjusted	EBITDA	margins	are	calculated	as	a	percentage	of	revenue	and	not	gross	product	sales.	

Finally,	 some	 of	 the	 adjusted	 EBITDA	 margin	 upside	 that	 might	 otherwise	 have	 been	

possible	for	2017	has	been	limited	as	a	result	of	the	bankruptcy	filing	by	Toys	”R”	Us,	as	we	expect	

some	limited	sales	disruption	to	continue	into	Q4	and	in	the	early	parts	of	2018.	

Looking	ahead	to	2018,	we	will	provide	gross	product	sales	growth,	expected	seasonality,	

and	 adjusted	 EBITDA	margin	 guidance	 for	 2018	when	we	 report	 our	 fourth	 quarter	 and	 full	 year	

2017	 results	 in	 early	 March	 2018.	 This	 will	 allow	 us	 to	 incorporate	 customer	 feedback	 into	 our	

outlook	from	the	critical	trade	shows	that	started	in	LA	this	past	September	and	continue	in	Hong	

Kong,	New	York,	and	Nuremberg	during	January	and	February	2018.	
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As	a	reminder,	I	want	to	repeat	our	overall	guidance	regarding	sales	growth	that	over	the	

long	 term	 the	 growth	 rate	 for	 organic	 gross	 product	 sales	 is	 expected	 to	 converge	 towards	 the	

Company’s	long-term	growth	target	of	mid-	to	high-single	digits.	

I	would	now	like	to	turn	the	call	over	to	Ben	Gadbois.	Ben?	

Ben	Gadbois	—	Global	President	and	Chief	Operating	Officer,	Spin	Master	Corp.	

Thank	you,	Mark.	The	business	continues	to	perform	very	well.	We	are	continuing	to	grow	

at	a	much	faster	rate	than	the	industry	overall.	

In	the	week	of	October	8th,	according	to	NPD,	Spin	Master	had	four	products	among	the	

top	 ten	best-selling	 toys	 in	 the	United	States.	Our	 two	Hatchimals	Surprise	SKUs	were	at	number	

one	and	two,	 followed	by	Luvabella,	number	six,	and	the	PAW	Patrol	Sea	Patroller	at	number	10.	

We	were	 the	 third	 largest	 toy	manufacturer	 in	 the	US	 for	 that	week,	 the	very	 first	 time	we	have	

achieved	that	milestone.	

In	line	with	our	growth,	we	closely	monitored	POS	and	supply	and	demand	because	POS	is	

not	only	an	important	metric	for	brand	health,	but	also	a	key	metric	for	managing	the	Company	and	

the	balance	sheet.	

Overall,	we	are	very	pleased	with	 the	way	we	have	managed	our	 retail	 inventory	during	

Q3.	We	rigorously	measure	beginning	inventory,	shipment	in,	POS,	and	ending	inventory.	During	the	

third	quarter	our	POS	growth	was	 in	 line	with	our	 shipment	growth,	 reflecting	positive	consumer	
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engagement	for	our	product	line,	while	our	retail	inventory	levels	in	dollars	at	the	end	of	Q3	were	

flat	to	barely	up	compared	to	retail	inventory	levels	at	the	end	of	Q3	2015.	

This	 means	 we	 have	 seen	 a	 tremendous	 improvement	 in	 our	 days-on-hand	 inventory	

metrics	at	retail	compared	to	last	year.	We	are	pleased	with	our	mix	in	overall	inventory	position	at	

retail	going	into	Q4,	and	are	well	positioned	to	end	the	year	with	a	healthy	inventory	level	at	retail.	

There	were	a	number	of	unique	factors	that	affected	the	industry	in	Q3.	Some	were	of	a	

onetime	nature	and	others	indicative	of	an	emerging	and	ongoing	trends.	

The	 TRU	bankruptcy	was	 a	major	 factor	 across	 the	 industry	 in	Q3.	As	Mark	highlighted,	

some	of	our	sales	shifted	from	Q3	into	Q4,	and	we	expect	some	limited	disruption	in	2018	as	TRU	

implements	its	restructuring	plan.	

We	 have	 resumed	 shipping	 in	 key	 jurisdictions,	 and	 as	 you	 are	 aware,	 TRU	 filed	 for	

bankruptcy	in	the	US	and	Canada	only.	However,	TRU	is	a	global	corporation	and	has	licensees	and	

JV	partners	in	many	countries	and	regions.	We	will	monitor	events	carefully,	and	continue	to	work	

with	TRU	closely	as	one	of	our	key	partners	as	 they	work	 toward	reestablishing	 themselves	as	an	

important	long-term	participant	in	the	global	toy	industry.	

The	 Spin	Master	Mexico	office	 located	 in	Mexico	City	 experienced	 some	 interruption	 to	

business	from	the	earthquake	in	September.	Thankfully,	our	employees	and	their	families	are	safe,	

and	we’re	doing	what	we	can	do	 to	 support	 them	during	 this	difficult	 time	of	 rebuilding.	We	are	

back	to	business	as	usual	with	minimal	disruption.	
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The	shift	 to	online	sales	continues.	Online	retailers	are	gaining	share	as	consumer	desire	

for	 online	 shopping	 grows.	 Currently,	 approximately	 23	 percent	 of	 our	 sales	 are	 made	 through	

online	 channels,	 which	 is	 in	 line	 with	 the	 overall	 industry.	 The	 industry	 average	 is	 expected	 to	

increase	to	28	percent	in	2018,	according	to	NPD.	

As	more	of	our	consumers	move	online,	we	are	reallocating	a	greater	percentage	of	our	

marketing	spending	toward	digital	and	social	and	away	from	traditional	TV.	

Media	behaviour	among	adults	and	children	is	more	fragmented	in	2017,	with	the	mix	of	

traditional	 TV	 and	 mobile	 and	 streaming	 shifting.	 Curated	 social	 feeds,	 unboxing	 videos,	 and	

influencers	all	play	a	role	 in	digital	marketing	of	toys	today.	We	have	a	very	strong	team,	and	are	

ensuring	that	our	digital	marketing	efforts	are	focused	in	those	areas	that	are	going	to	receive	the	

most	attention	by	our	consumers	and	generate	the	highest	ROI.	

We	recently	received	three	platinum	and	two	gold	international	MarCom	Awards	from	the	

Association	of	Marketing	and	Communication	Professionals	for	our	integrated	marketing	campaign,	

digital	 marketing	 campaign,	 and	 public	 relation	 campaign,	 among	 others,	 related	 to	 our	 2017	

Hatchimals	Who	Will	you	Hatch	campaign.	

We	are	launching	our	new	and	improved	direct-to-consumer	website	in	North	America	in	

Q4.	This	will	be	rolled	out	into	other	areas	over	the	next	few	years.	

The	D-to-C	site	 is	primarily	a	tool	to	support	our	brand,	 increase	consumer	research	and	

testing,	streamline	consumer	communication,	and	offer	our	full	product	line	assortments	in	an	area	
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where	 it	 might	 not	 otherwise	 be	 available.	 The	 revenue	 generated	 from	 this	 initiative	 is	 not	

expected	to	be	material,	and	we	view	our	D-to-C	site	as	highly	complementary	to	those	of	our	retail	

partners.	

Despite	 some	 of	 the	 external	 challenges	 during	 the	 quarter,	 we	 clearly	 demonstrated	

growth	that	 is	 far	outpacing	the	 industry.	This	growth	 is	grounded	 in	our	 four	clearly	defined	and	

consistent	 strategies,	 which	 are	 to	 innovate,	 create	 successful	 global	 entertainment	 properties,	

grow	our	international	sales,	and	identify	and	execute	strategic	acquisitions.	

Our	 first	 growth	 strategy,	 to	 continue	 to	 innovate	 the	 core,	 relies	 on	 our	 ability	 to	

consistently	infuse	innovation	into	our	portfolio,	brands,	and	products.	Our	internal	36-month	brand	

innovation	process	facilitates	the	product	development	necessary	for	sustainable	innovation.	

In	 Radio	 (sic)	 [Remote]	 Control	 and	 Interactive	 Character,	 our	 second	 global	 Hatchimals	

Day	on	October	6th	was	a	big	success.	Hatchimals	was	mentioned	every	 four	minutes	on	average	

across	all	social	media	platforms	in	the	US	on	Hatchimals	Day.	

Hatchimals	Surprise	were	set	 in	over	5,800	stores	 in	 the	US	 in	a	single	day	 for	customer	

purchase.	The	launch	week	was	up	42	percent	from	last	year’s	launch.	Sales	significantly	surpassed	

both	last	year’s	Hatchimals	Day	sales	and	retailers’	expectation.	

Hatchimals	became	the	number	one	total	property	in	the	US	toy	industry	by	the	end	of	the	

third	quarter.	This	is	the	first	time	that	a	Spin	Master	property	has	taken	the	number	one	spot	since	

NPD	started	its	US	tracking.	
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The	popularity	of	Colleggtibles	 is	still	very	high.	Hatchimals	Colleggtibles	was	 launched	in	

May,	 and	 is	 an	exciting	brand	extension	offering	 the	hatching	experience	at	 low	price	points	 and	

with	82	characters	to	collect	in	a	store	season.	Colleggtibles	is	becoming	more	than	just	collecting.	

The	 importance	 of	 the	 experience,	 slowing	 down	 the	 unwrapping	 process	 and	 prolonging	 the	

anticipation	and	building	excitement,	are	equally	important	to	kids.	Colleggtibles	Season	2	launches	

December	1st	with	105	all-new	characters,	and	Season	3	will	launch	in	2018.	

Luvabella	 continues	 to	 sell	out,	 and	will	be	 significantly	 short	 relative	 to	global	demand.	

This	gives	us	the	opportunity	to	continue	to	build	Luvabella	in	2018.	

We	launched	the	Star	Wars	BB-8	during	Q3,	and	early	reads	have	been	strong,	especially	

with	Star	Wars	collectors.	

Air	Hogs	flying	toys	are	soft	across	most	SKUs.	What	we	are	seeing	is	that	a	proliferation	of	

higher	and	lower	price	point	drones	is	splitting	the	market.	We	are	actively	working	on	repositioning	

Air	Hogs	to	make	it	more	relevant	in	the	market.	You	will	see	the	results	in	our	product	innovation	in	

2018.	

In	Zoomer,	both	Zupps	and	Zoomer	Pony,	Unicorn	are	doing	well.	The	higher-price	point	

items	 tend	 to	 be	weighted	more	 heavily	 toward	 the	 later	 part	 of	 Q4	when	we	 run	most	 of	 our	

media.	

In	 Activities,	 Games,	 and	 Puzzles	 and	 Fun	 Furniture,	 Soggy	 Doggy	 was	 launched	 with	 a	

strong	TV	and	social	media	campaign.	Sales	are	very	strong	out	of	the	gate,	and	many	retailers	have	
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designated	it	a	top	toy	for	the	holiday	season.	It	has	been	the	top-selling	game	in	the	industry	for	

the	last	few	weeks	at	most	of	the	major	retailers	according	to	NPD.	

Cardinal’s	new	games	and	puzzles	continue	to	see	strong	sell-through,	as	well,	and	growth.	

In	Activities,	we’re	also	seeing	positive	results	with	Style	Cool	and	Dr.	Dreadful.	And	 just	

after	the	quarter	end	we	launched	JoJo	Siwa	Bow	Maker	to	a	strong	reaction.	We	expect	more	JoJo	

Siwa	activities	launching	in	January	to	be	very	popular.	

In	Boys	Action	and	Construction,	POS	reads	 for	Tech	Deck	are	very	strong.	The	Meccano	

core	 line	 is	 tracking	very	well	with	 licensed	product	up	around	the	world.	 In	Meccano	hi-tech,	we	

have	launched	the	Meccano	M.A.X.	and	MeccaSpider.	These	higher	price	point	TV	items,	similar	to	

Zoomer,	tend	to	sell	later	in	the	year	when	we	run	most	of	our	marketing	campaigns.	

PAW	Patrol	continues	to	show	year-over-year	global	growth.	The	PAW	Patrol	Sea	Patroller	

and	Life	Size	Tower	are	both	tracking	very	well,	and	are	among	the	top-ranking	selling	toys	 in	the	

industry.	The	Sea	Patroller,	which	is	on	many	retailers’	top	toy	list,	has	been	the	number	one	SKU	in	

the	entire	pre-school	segment	in	recent	weeks,	and	in	the	top	ten	toys	overall	according	to	NPD.	

We	look	forward	to	sharing	more	information	with	you	about	upcoming	2018	line	at	the	

New	York	Toy	Fair	in	February.	

Our	second	growth	strategy	is	to	develop	evergreen	global	entertainment	properties.	The	

PAW	Patrol	 brand	 is	 showing	 strong	momentum	globally	where	 it	 is	 entering	 its	 third	 and	 fourth	

seasons	in	most	markets.	
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PAW	Patrol	was	the	number	one	UK	toy	property	in	the	month	of	September,	and	showed	

strong	growth	in	those	markets	that	have	only	recently	began	airing	the	television	show,	especially	

in	Germany	and	China.	The	latest	team,	Sea	Patrol,	is	really	resonating	well	with	kids	globally.	

PAW	 Patrol	 continues	 to	 engage	 fans	 through	 high-impact	 experience,	 like	 the	 highly	

successful	 PAW	Patrol	 Tour	where	 thousands	of	 consumers	 lined	up	 for	 the	 chance	 to	board	 the	

PAW	Patroller	and	 interact	with	 their	 favourite	pups.	The	Road	Tour	hit	many	cities	across	North	

America	and	the	UK	through	Q3	and	into	Q4.	In	addition,	Nickelodeon	continues	its	Paw	Patrol	live	

stage	shows,	which	is	building	further	consumer	engagement.	

As	 Ronnen	 discussed	 earlier,	 Rusty	 Rivets	 is	 rating	 very	 well	 on	 Nickelodeon.	 The	

entertainment	group	 is	actively	working	with	our	brand	team	to	ensure	the	second	season	of	 the	

show	will	be	tightly	integrated	with	the	toy	line	launching	in	2018.	

We	are	also	working	on	several	exciting	TV	shows	in	our	entertainment	group	for	2018	and	

2019,	including	Bakugan,	which	we	are	working	hard	on	with	our	partners	of	both	the	toy	line	and	

TV	show.	

Our	 third	 growth	 strategy	 is	 to	 grow	 our	 international	 sales.	 Our	 goal	 is	 to	 get	 our	

international	sales	to	35,	40	percent	of	our	total	sales	in	the	next	few	years.	We	are	well	on	the	path	

to	achieve	that	goal.	

Let	me	give	you	a	flavour	for	some	of	our	key	international	markets.	According	to	NPD,	we	

currently	have	eight	of	 the	 top	50	 toys	 in	 France.	 The	UK	was	 the	 first	market	 globally	 to	 launch	
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Luvabella,	 and	 the	 demand	 is	 currently	 far	 exceeding	 supply.	 In	 Mexico,	 we	 are	 now	 the	 third-

largest	toy	manufacturer	according	to	NPD.	Our	innovative	product,	combined	with	our	strong	local	

marketing	campaign,	are	engaging	the	Mexican	consumers	strongly.	

In	Central	Eastern	Europe,	we	are	tracking	above	our	internal	expectation.	In	Australia	for	

the	month	of	September,	Spin	Master	was	ranked	the	 fifth	 largest	 toy	manufacturer	according	 to	

NPD,	with	a	market	share	of	3.5	percent	despite	having	only	established	a	direct	presence	there	in	

January	2017.	

In	 China,	 our	 go-to-market	 strategy	with	 a	 dedicated	 storefront	 on	 Tmall	 Alibaba	 and	 a	

distributor	 who	 handles	 bricks-and-mortar	 is	 working	 very	 well	 for	 us.	 We	 are	 ahead	 of	 our	

expectations	so	far,	but	we	continue	to	take	a	measured	approach	to	this	market.	While	still	small,	

we	believe	we	are	on	track	to	scale	China	significantly	over	the	next	few	years.	

Leveraging	Spin	Master’s	 global	 footprint	was	part	of	 the	acquisition	 thesis	 for	both	 the	

Cardinal	and	Swimways	acquisitions.	The	Cardinal	business	is	starting	to	get	solid	traction	in	Europe	

and	elsewhere	globally.	We	are	actively	planning	the	2019	Swimways	product	line	for	distribution	to	

our	global	pipeline	and	are	positive	about	the	upside	potential.	

Our	fourth	growth	strategy	is	to	identify	and	execute	strategic	acquisitions.	Aerobie	will	be	

rolled	up	with	Swimways,	and	the	transition	over	August	went	well.	We	shipped	customers	through	

the	 Aerobie	 warehouse,	 and	we’re	 now	 currently	 set	 up	 to	 ship	 customers	 globally	 through	 our	

Swimways	warehouse.	
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Aerobie’s	 been	 added	 to	 the	 Swimways	 spring	 2018	 Catalogue,	 and	 we	 hosted	 an	

international	 line	 review	during	our	most	 recent	 international	 sales	 summit	 in	Q3.	The	Swimways	

team	has	kicked	off	a	new	branding	exercise,	including	new	packaging	and	international	translation	

that	will	be	completed	in	time	to	support	spring.	

Marbles,	which	we	acquired	in	Q2,	is	fully	integrated	into	our	Games	division,	and	we	are	

actively	shipping	titles.	Although	Marbles	doesn’t	require	our	innovation	capabilities	the	way	some	

of	our	other	acquisition	have,	it	 is	getting	the	benefit	of	our	experienced	game	marketing	team	as	

we	refresh	the	packaging	and	put	our	own	spin	on	these	great	brand	games.	

On	the	mobile	digital	front,	our	app	business	continues	to	grow.	To	date,	we	have	65	titles	

between	Toca	Boca	and	Sago	Mini.	During	Q3,	Toca	Boca	launched	Toca	Life:	Office,	its	newest	app	

in	 the	 popular	 Toca	 Life	 series.	 Sago	Mini	 launched	 Sago	Mini	 Hat	Maker,	 and	 continues	 to	 add	

subscribers	 to	Sago’s	 first	 subscription	app,	Sago	Mini	World	 launch	 in	May	2018,	which	provides	

access	 to	 Sago’s	 complete	 collection	 of	 apps	 in	 one	 convenient	 app,	 as	 well	 as	 other	 exclusive	

content.	

We	continue	to	see	opportunities	to	expand	the	Toca	Boca	and	Sago	Mini	lines	beyond	the	

digital	world,	and	we	are	actively	looking	at	toys	and	other	product	licensing	initiatives.	

We	have	demonstrated	success	in	acquiring,	integrating,	and	innovating	strategic	business	

and	making	each	transition	accretive	to	our	financial	results.	We	will	continue	to	build	our	pipeline	
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through	 acquisition;	 however,	 we	 will	 remain	 careful	 and	 disciplined	 when	 evaluating	 M&A	

opportunities	to	ensure	our	acquisition	criteria	are	met.	

To	conclude,	as	we	are	heading	into	the	fourth	quarter,	we	still	have	a	lot	of	work	ahead	of	

us	to	finish	the	year.	While	we’re	very	pleased	with	our	performance	to	date	 in	2017,	we	still	see	

many	 growth	opportunities	 in	 2018	 and	beyond,	 and	we	 are	 confident	we	will	 be	 able	 to	 act	 on	

these	opportunities	to	deliver	on	the	long-term	growth	target	we	have	set	for	the	Company.	

As	 the	holiday	 season	approaches,	 it	 is	 important	 to	 recognize	 the	numerous	ways	 Spin	

Master	gives	back	to	the	community.	Giving	back	has	always	been	part	of	our	culture.	Over	the	past	

few	years,	Spin	Master	has	passionately	led	an	initiative	called	the	Toy	Movement	that	has	delivered	

over	 150,000	 toys	 to	 underprivileged	 children	 in	 countries	 such	 as	 Turkey,	 Mexico,	 Jordan,	 and	

Israel.	

This	year	our	goal	is	to	complete	four	additional	missions	to	South	Africa,	Iraq,	Mexico,	and	

Nicaragua.	Our	 goal	 is	 to	provide	 children	 in	difficult	 circumstances	with	 the	opportunity	 to	play,	

learn,	and	grow,	allowing	kids	to	be	kids	no	matter	where	they	live.	

That	concludes	our	formal	remarks.	Now	Ronnen,	Mark,	and	I	would	be	pleased	to	answer	

your	questions.	Operator,	you	can	begin	the	question	period.	

	

Q&A	

Operator	
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Thank	you.	And	just	a	reminder,	that’s	*,	1	to	ask	a	question.	

Our	first	question	comes	from	Kenric	Tyghe,	Raymond	James.	Your	line	is	open.	

Kenric	Tyghe	—	Raymond	James	

Thank	you,	and	good	morning.	Just	with	respect	to	the	performance	of	Colleggtibles,	could	

you	speak	to	your	performance	relative	to	the	category	where	 it	appears	you	essentially	own	the	

space,	 but	 also	 with	 respect	 to	 geography?	 It	 appears	 you’ve	 sort	 of	 lit	 up	 a	 lot	 more	 kids’	

imaginations	or	parents’	wallets	in	Rest	of	World	and	Europe	than	expected.	Could	you	just	walk	us	

through	perhaps	where	your	share	is	netting	out	in	this	space?	Or	some	of	the	other	drivers	beyond	

the	obvious	on	price	in	the	Colleggtibles	category	as	to	quite	how	you’re	having	the	success	you	are	

in	Rest	of	World	and	Europe	in	particular?	

Ben	Gadbois	

Yeah.	I	can	answer	most	of	your—most	of	it.	So	first,	if	you—the	three	key	trends	that	are	

emerging	 this	 year	 in	 the	 industry	 is	 we	 are	 seeing	 plush	 doing	 extremely	 well,	 we	 are	 seeing	

collectibles	doing	very	well,	and	we	are	also	continuing	to	see	games	and	puzzles	doing	very	well.	

And	when	you	…	when	we	zero	in	on	Colleggtibles,	if	you	actually	look,	go	back	three	to	four	years,	

the	 collectibles	 segment	 in	 most	 markets	 have	 more	 than	 doubled,	 in	 some	 cases	 tripled	 or	

quadrupled.	

So	I	think	what	is	actually	happening	in	the	industry	is	the	small—the	lower	price	points	for	

most	Colleggtibles	is	very	attractive	to	most	kids	around	the	world	in	different	demographics.	I	also	
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think	that	something	that	is	happening	recently,	and	we	briefly	mentioned	it	a	few	minutes	ago,	is	

the	unveiling	has	become	a	very,	very	important	part	of	Colleggtibles.	

And	this	is	something	that	has	really	captured	kids’	imaginations.	And	for	us	as	far	as	what	

it	means	for	us	in	terms	of	market	share	in	that	category—I’m	not	sure	that	we	track	it	exactly	the	

way	you’re	question	came,	Kenric—but	with	 that	 said,	we’re	very,	 very	much	aware	of	 the	 trend	

and	we’re	very	focused	on	it.	And	as	you	see	our	2018	line,	you	will	see	us	continue	to	do	our	global	

marketing	on	our	Colleggtibles	and	also	introduce	new	lines	in	2018.	

Yeah.	Yeah.	And	then—and	obviously	the	other	thing,	too,	that	Mark	just	reminded	me	is	

not	only	it’s	resonating	well	in	North	America,	but	it’s	resonating	well	in	many	other	geographies	in	

one	of	our	other	key—we	have	a	lot	of	business	as	well	is	Europe.	

Kenric	Tyghe	

Great.	And	then,	Ben,	just	on	switching	to	Hatchimals	Surprise,	you	highlighted	obviously	

the	very	strong	sell-through	and	the	incredible	launch	week.	What	I’m	curious	about	looking	to	the	

fourth	 quarter	 is	 how	 is	 the	 sell-through	 skewing?	 Is	 it	 skewing	more	 online	 or	more	 bricks-and-	

mortar	 in	 this	 quarter	 now	 that	 people	 are	 a	 little	more	 familiar	with	 the	Hatchimals	 toys,	 so	 to	

speak?	And	 then	 secondly	would	be	how	comfortable	are	you	with	your	 inventory	position	more	

broadly	going	into	this	peak	online/holiday	season	with	the	Hatchimals	Surprise?	

Ben	Gadbois	
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Yeah.	So	what	we	are	seeing	overall	 is	 the	Hatchimals	 franchise	 is	extremely	strong,	 the	

POS	is	very	strong,	and	what	is	important	to	notice	too	is	last	year	when	we	launched	Hatchimals,	as	

you	know,	it	began	a	global	phenomenon.	We	were	much	more	ready	this	year,	we	had	data,	and	as	

far	as	making	sure	 that	 retailers	and	consumer	can	have	access	 to	 inventory,	 I’d	 like	 to	say	we’re	

much	better	prepared.	

Furthermore,	what	we	are	 seeing	 this	 year	 is	we	have	 really	Hatchimals	 Surprise,	which	

was	on	the	October	6th	that	was	the	unveiling	on	Hatch	Day.	We	also	have	Hatchimals	Glitter	that	

was	launched	earlier	in	the	year	that	is	also	doing	incredibly	well.	And	on	the	Colleggtibles,	we	had	

some	supply	issue	that	is	now	being	remediated	across	all	of	our	market.	So	the	POS	continues	to	be	

very	strong.	

And	as	far	as	the	mix—the	last	piece	of	your	question	was	how	much	we’re	seeing	online	

versus	traditional	retail—I	would	say	that	what	we’re	seeing	now	is	the	franchise	is	really	following	

run	rate	for	the	rest	of	our	business.	And	our	online	e-commerce	is	approximately	it’s	in	the	low	20s.	

So	 it’s	approximately	22,	23	percent,	as	we	 just	mentioned,	and	we’re	seeing	this	mix	to	more	or	

less	hold	true	as	well	for	Hatchimals.	

Kenric	Tyghe	

Thank	you.	And	 just	a	quick	 final	one	 for	me;	Mark,	could	you	 just	walk	me	through	the	

EBITDA	margin	commentary	in	your	outlook	with	limiting	the	upside?	Is	that	just	a	reflection,	given	

your	confidence	on	your	 sales	outlook?	 Is	 the	 limiting	of	EBITDA	margins	 just	a	 reflection	of	your	
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having	to	perhaps	move	some	sales	around	or	some	sort	of	a	juggling	of	sales	in	this	fourth	quarter,	

given	 the	Toys	“R”	Us	 filing	and	some	of	 the	costs	associated	with	 that?	Or	how	should	we	 think	

about	the	limiting	of	that	EBITDA	margin	upside	in	this	fourth	quarter?	Could	you	perhaps	just	help	

us	better	understand	some	of	the	commentary	on	the	limiting	of	the	EBITDA	margin	upside?	

Mark	Segal	

Thanks,	Kenric.	Yeah.	As	you	know,	we	confirmed	our	EBITDA	guidance	that	we	gave	you	in	

August,	which	 represented	a	100	basis	point	 increase	over	2016	numbers.	But	we	did	 feel	 it	was	

important	to	kind	of	tamper	any	potential	upside	that	you	might	feel	compelled	to	build	into	some	

of	your	reports	or	models,	perhaps,	just	given	the	state	of	the	industry;	that	recognizing	the	industry	

is	a	little	bit	fragile,	given	what	happened	late	in	Q3	with	Toys	”R”	Us.	

And	so	we	just	felt	it	was	just	necessary	to	be	a	little	bit	cautious,	and	not	to	let	the	market	

get	ahead	of	themselves	in	terms	of	us	potentially	beating	any	guidance	that	we’ve	given	you,	which	

is	why	we	built	that	caution	in.	

Kenric	Tyghe	

Great.	Thank	you.	I’ll	leave	it	there.	

Operator	

Thank	you.	Our	next	question	comes	from	Sabahat	Khan,	RBC	Capital	Markets.	Your	line	is	

open.	

Sabahat	Khan	—	RBC	Capital	Markets	
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Thank	you.	Just	you	provided	some	colour	on	Rusty	Rivets	earlier	in	terms	of	the	TV	show.	

Can	you	maybe	talk	to	us	about	how	the	product	 line	 is	doing	so	far?	And	how	much	you	plan	to	

expand	it	next	year	when	you	roll	it	out	broadly?	

Ronnen	Harary	

Yeah.	Hey,	Sabahat.	It’s	Ronnen.	Yeah.	It’s	a	great	question.	The	product	actually	rolled	out	

in	Toys	“R”	Us,	and	the	sales	are	doing	okay.	We	are	actually	seeing	some	growth	of	the	sales	in	the	

last	 few	 weeks.	 But	 what	 we’ve	 noticed	 with	 Rusty	 Rivets	 is	 that	 from	 a	 reach	 and	 frequency	

perspective	 if	 you	 compare	 it	 to	 Season	 1	 of	 Paw	 Patrol,	 it	 doesn’t	 have	 the	 same	 reach	 in	

frequency.	And	so	what	we’ve	decided	to	do	was	to	build	the	reach	and	frequency	was	to	go	with	

Season	2	in	the	marketplace,	which	is	going	to	be	launching	in	the	next	couple	months,	and	to	do	a	

broader	launch	of	the	toy	line	in	the	third	and	fourth	quarter	of	2018	so	that	there’s	more	kids,	they	

get	to	learn	the	characters,	learn	about	the	show,	and	really	get	into	Season	2.	

So	what	we’ve	actually	noticed	is	that	not	all	pre-school	shows	follow	the	same	trajectory.	

Some	pre-school	shows	take	longer	to	take	hold.	If	you’re	looking	back	in	history	there’s	shows	like	

Peppa	Pig	that	took	four,	 five,	six	years	to	be	on	air	before	 it	even	 launched	any	product	 into	the	

marketplace.	And	so	we’re	noticing	that	Rusty	is	taking	longer	to	take	hold	with	the	consumers.	

But	 if	 you	 look	 at	 the	 ratings,	 the	 ratings	 are	 super	 high,	 and	 that	means	 the	 kids	 are	

engaged.	 So	 we	 are	 looking	 forward	 to	 actually	 getting	 more	 kids	 into	 the	 franchise,	 and	 then	



 

 30 

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 
liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 8, 2017 — 8:30 a.m. E.T. 
Spin Master Corp. Third Quarter 2017 Earnings Conference Call 

putting	 the	 product	 out	 into	 retail	 at	 the	 appropriate	 time,	 which	 we	 think	 is	 more	 of	 a	 fourth	

quarter	last	(sic)	[next]	year.	

And	also,	which	 is	 really	 important,	we’re	very	happy	with	 the	 fact	 that	we	 shipped	 the	

product	 into	 Toys	 “R”	 Us	 because	 we	 got	 a	 lot	 of	 learnings,	 okay,	 in	 terms	 of	 what	 SKUs	 are	

resonating	with	kids	and	what	SKUs	aren’t	resonating.	And	when	we	go	out	with	the	broader	launch	

in	the	fourth	quarter	of	next	year,	we’ll	be	able	to	have	a	much	more	honed-in,	focused	product	line	

that	will	resonate	with	the	kids.	

Sabahat	Khan	

All	 right.	 Thanks.	And	 then	 just	 following	up	on	 the	 content	 side,	 you	mentioned	you’re	

doing	some	initial	work	for	a	Paw	Patrol	movie	potentially	in	12	to	24	months.	How	should	we	think	

about	that?	Is	this	just	testing	the	waters	for	now?	Or	are	you	kind	of	on	your	way	to	putting	out	a	

movie	in	the	next	one	to	two	years?	

Ronnen	Harary	

No,	we’re—I	caution	by	saying	that	getting	movies	made	is	a	very	difficult	thing.	And	it’s—

when	you	work	in	Hollywood	it’s	a	bit	of	an	art	form,	but	that	being	said,	we	are	very	focused	on	

working	 hard	 at	 getting	 a	movie	 out.	 And	 we	 think	 that	 the	 Paw	 Patrol	 franchise	 from	 a	 global	

perspective	deserves	to	have	a	movie	because	of	its	global	appeal,	and	so	we’re	started	the	process.	

We’ve	engaged	with	a	writer.	 I	can’t	publicly	announce	who	 it	 is	 just	yet,	but	we	have	a	 fantastic	

writer	who’s	working	with	our	team	here	and	our	brain	trust	that	understands	Paw	Patrol.	
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The	writer’s	got	an	incredible	pedigree,	and	we’re	going	to	go	down	that	road.	And	once	

we	 have	 the	 120	 pages	 written	 and	 a	 script	 that	 we	 think	 is	 fantastic	 and	 a	 look	 and	 feel—we	

started	with	some	animation	tests	in	terms	of	look	and	feel	of	the	characters	and	how	they	would	

translate	onto	the	big	screen—we	will	move	forward	and	actually	train	(phon)	the	film.	

The	most	important	thing	is	that	the	integrity	of	the	film	matches	with	the	integrity	of	the	

franchise,	right?	And	I	think	it’s	not	that	difficult	to	write	a	film,	but	it’s	very	difficult	to	write	a	film	

that	keeps	the	integrity	of	the	characters.	And	that’s	what	we’re	doing,	and	I	think	there’s	interest	

from	the	studio	perspective	on	actually	wanting	to	put	out	a	film.	

Sabahat	Khan	

All	 right.	 Thanks	 for	 that.	And	 then	 just	one	on,	 I	 guess,	 the	product	 side	of	 things.	 The	

Boys	Action	segment	has	been	somewhat	soft	compared	to	some	of	your	other	segments.	Can	you	

maybe	talk	about	how	you	think	about	that	segment	over	the	next	couple	of	years?	Any	big	product	

launches?	 Or	 anything	 you	 can	 talk	 about	 forward	 looking	 in	 terms	 of	 driving	 growth	 in	 that	

segment?	

Ben	Gadbois	

Yeah.	I	mean	I	think,	Sabahat,	if	you	analyze	this	segment	for	our	business,	you	will	notice	

that	 this	 year	 we	 did	 not	 comp	 some	 of	 the	 movies	 that	 we	 did	 last	 year.	 So	 as	 a	 result,	 that	

obviously	creates	a	decrease	in	the	segment,	but	that	decrease	was	certainly	planned.	
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The	 other	 thing,	 too,	 that	 we	 continue	 to	 be	 focused	 on	 internally	 is	 really	 looking	 at	

building	 our	 own	 franchise	 and	 IP.	 And	 that	 takes	 time,	 but	 we’re	 actually	 refocusing	 our—this	

category	 into	 really	 driving	more	build	 internally	 created	 IP	 for	us.	 So	doesn’t	mean	we	don’t	 do	

movies.	We	will	 continue	to	still	do	some,	but	you	will	 see	a	more—you’ll	 see	a	bit	of	a	different	

strategy	going	forward.	

Yeah.	 Yeah.	 And	 then	 the	 other	 thing,	 too,	 is	 …	 but	 we	 also	 have	 some	 really	 positive	

results	in	this	segment.	So	if	you	look	at	Meccano,	for	example,	we’ve	seen	really	nice	POS	results	

and	growth	in	Meccano	this	year,	and	in	the	past	years	we’ve	seen	a	lot	of	the	pull	in	Meccano	was	

coming	from	our	Meccano	tech	segment,	which	we	talked	about	a	few	minutes	ago.	But	what	we’re	

also	seeing	this	year	is	as	we	have	redesigned	and	added	new	licence	to	the	Meccano	core	line,	it	is	

actually	working	very	well.	And	again,	so	this	is—so	we’ve	really	refocused	Meccano	core	as	well.	

So	I	think	we	have	a	lot	of—we’re	very	positive	about	the	segment	for	us.	Although	even	if	

this	year	the	numbers	don’t	show	it,	we’re	positive	with	the	outlook.	

Sabahat	Khan	

All	right.	Thanks.	And	then	just	one	last	one	for	me	and	following	up	on	the	commentary	

about	 movies,	 obviously	 that’s	 been	 something	 that’s	 impacted	 the	 overall	 industry,	 not	 your	

company	 specifically,	 but	 just	 sales	 related	 to	 movies.	 How	 do	 you	 think	 about	 when	 a	 licence	

opportunity	comes	up	how	much	visibility	do	you	have?	Kind	of	 just	 like	decision-making	process	

around	whether	you	pursue	a	certain	licensing	opportunity	or	not?	
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Ronnen	Harary	

I	think	we	have	pretty	good	visibility.	We	have	great	relationships	with	the	major	studios	

that	 are	 producing	 the	 films.	 And	 we’re	 actually	 investing	 more	 time	 developing	 even	 stronger	

relationships	with	them.	And	I	would	say	that	movies	are	always	going	to	be	a	part	of	the	industry.	

I	think	that	in	the	last	year	there’s	been	a	bit	of	a	saturation	and	things	haven’t	connected	

as	much	as	they	have	in	previous	years,	but	I	think	it’s	a	cyclical	thing.	And	I	think	it’s	definitely	going	

to	 be	 part	 of	 Spin	Master’s	 portfolio,	 and	 I	 think	 that	 as	 the	 Company	 grows	 and	 we	 grow	 our	

international	footprint,	we	become	a	much	more	appealing	partner	for	the	studios	because	they’re	

always	 looking	 for	 the	 global	 partners.	 And	 I	 think	 that	 Spin	 Master’s	 a	 very	 viable	 option	 for	

companies	 to	work	with	 in	 the	 future.	 And	we’re	 going	 to	 look	 and	 really	 focus	 in	 on	 taking	 the	

properties	that	we	think	that	are	really	going	to	resonate	with	the	consumer	at	the	end	of	the	day.	

So	we’re	definitely	going	to	be	in	the	fold	and	in	the	fray.	

Sabahat	Khan	

All	right.	Thank	you.	

Operator	

Thank	you.	Our	next	question	comes	from	Adam	Shine,	National	Bank	Financial.	Your	line	

is	open.	

Adam	Shine	—	National	Bank	Financial	
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Thanks	a	lot.	Good	morning.	Maybe	just	going	back	to	Toys	”R”	Us,	and	really	not	putting	

words	in	your	mouth,	but	just	the	read-through	here	is	that	on	the	back	of	the	Hasbro	and	Mattel	

where	we	 did	 see	 outlooks	 reduced	 partly	 for	 other	 company-specific	 issues,	 but	 clearly	 also	 for	

Toys	 ”R”	 Us.	 For	 you	 guys,	 we’ve	 seen	 a	 shift	 of	maybe	 some	muted	 revenues	 Q3	 to	 Q4;	 some	

limitation	 in	 regards	 to	upside	perhaps	 to	 the	guidance,	but	net-net	 you’ll	watch	 this	 closely,	but	

we’re	not	seeing	a	significant	material	impact	to	the	business	in	any	way?	Is	that	a	fair	assessment,	

Mark,	of	the	situation?	

Ben	Gadbois	

Hey,	Adam.	What—I	 think	 your	assessment	 is	 fairly	 accurate.	 So	we	can	 say	 that	 is	 that	

most	 of	 our	 holiday’s	 plan	were	 unaffected.	 Toys	 “R”	Us	 is	 executing	 on	 the	 plans	 that	we	 have	

made	together	so	we’re—and	 I	 think	 they’re	executing	actually	very	well.	We	still,	with	 that	said,	

we’re	still	very	carefully	monitor	all	of	the	countries	because,	as	you	know,	US	and	Canada	filed	for	

bankruptcy	and	they	have	many	other	structures	around	the	world.	So	we’re	keeping	our	eyes	very,	

very	close,	and	as	a	result	we’re	somewhat	conservative	on	how	we’re	looking	at	the	future	and	the	

next	couple	quarters.	

But	look,	with	that	said,	TRU	has	been	a	great	partner	to	our	company	for	years.	And	we	

really	believe	in	their	management	team,	and	we’re	just	waiting	like	everybody	else	what’s	next	to	

be	unveiled	in	their	restructuring	plan.	And	there’s	a	lot	of	details	that	are	still	forthcoming,	so	as	a	

result	it’s	prudent	for	to	be	conservative	in	our	outlook.	
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Adam	Shine	

No,	 I	 fully	understand	 that.	And	so	 let	me	 jump	next	 to	Hatchimals	and	maybe	build	on	

some	of	the	early	questions	from	Kenric.	You’ve	learned	a	lot	 in	particular	to	have	more	supply	in	

the	market	this	year	versus	 last	year.	Can	you	give	us	any	kind	of	sense	without	getting	into	2018	

guidance	of	sort	of	how	the	pickup	in	supply/sales	for	Hatchimals	heading	into	Q4	potentially	had	

some	 implications	 for	 how	we	 should	 think	 about	 early	 quarters	 in	 2018,	 given	 the	 fact	 that	we	

continued	to	see	very	strong	flow-through	of	undersupplied	Hatchimals	into	early	2017?	

Ben	Gadbois	

Yeah.	I	think,	Adam,	that	we	can	never	actually	get	it	perfect	at	any	given	time,	otherwise	

it	would	be	too	easy,	so.	But	with	that	said,	from	a	supply	standpoint	we	had	last	year	we	learned	a	

lot	last	year.	We’ve	actually	had	sales	throughout	the	year,	so	we	have	seen	the	demand	continue	

for	Hatchimals	continue	very	strong	through	the	whole	year.	

We	 are	 also	 really	 working	 on	 building	 the	 Hatchimals	 franchise	 to	 be	 a	 long-standing	

franchise.	 So	 this	 is	why	 you’ve	 seen,	 for	 example,	 the	 innovation	on	Colleggtibles.	 There’s	more	

coming.	We’re	also	really,	really	focused	on	how	we’re	marketing	the	property.	So	for	example,	in	a	

few	weeks	we’re	launching	a	campaign	that’s	called	Hatchi	Christmas,	which	will	have	12	webisodes	

leading	 to	 Christmas.	 So	 we’re	 really,	 really	 staying	 focused	 on	 the	 brand	 to	 continue	 driving	

demand	for	the	products.	
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And	as	far	as	POS,	again,	what	I	mentioned	earlier,	Adam,	that	is	very	encouraging	for	us	to	

see	 is	 that,	 again,	we	 have	 three	 different—we	have	 the	Hatchimals	Glitter,	we	 have	Hatchimals	

Surprise	that	we	just	launched,	and	the	Colleggtibles,	and	the	three	are	still	doing	very,	very	well	in	

all	geographies.	

Adam	Shine	

Is	 it—maybe	 Mark	 doesn’t	 want	 to	 answer	 this	 question—but	 is	 it	 fair	 to	 say	 that	

Hatchimals	is	probably	tracking	close	to	around	20	percent	of	GPS?	

Mark	Segal	

So,	Adam,	if	you	recall,	we	usually	do	not	provide	details	on	individual	product	sales.	What	

we’ve	done	historically	is	only	talk	to	the	number	one	selling	item	of	the	year	in	each	financial	year,	

and	in	2017	we	continue	to	expect	that	to	be	PAW	Patrol.	However,	Hatchimals	is	a	significant	line,	

but	I’m	not	going	to	comment	specifically	on	a	percentage.	

Adam	Shine	

Okay.	Fair	enough.	I	figured	I’d	try.	Maybe	just	one	last	one	for	Ronnen—and	besides	the	

fact	 maybe	 there	 should	 be	 a	 Hatchi	 Hanukkah	 also	 because	 that’s	 a	 pretty	 decent	 alliteration	

there—but	for	Ronnen,	it	sounds	as	though	when	we	think	about	what	Ben	was	saying	in	regards	to	

really	focusing	on	internal	IP,	as	we	look	to	the	entertainment	side	of	the	business,	lots	seems	to	be	

underway.	 Is	 there	 any	 particular	 appetite	 for	 going	 out	 and	 making	 acquisitions	 of	 character	

brands?	Or	is	the	entertainment	focus	really	skewed	much	more	internally?	
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Ronnen	Harary	

Adam,	 I’m	so	happy	someone	asked	me	a	direct	question.	 I	get	excited.	And	 I	 think	that	

we’re	 focused	 on	 producing	 our	 own	 internal	 IP.	 I	 think	 that	 the	 cost	 to	 try	 is	much	 lower	 than	

acquiring,	 and	 I	 think	 that	 our	 ability	 to	 marry	 our	 understanding	 of	 toys	 and	 storytelling	 and	

character	creation	lends	itself	more	to	internally	generated	IP	than	going	out	and	acquiring.	

I	 will	 say—I	 will	 temper	 that	 and	 say	 if	 there	 was	 a	 great	 licence	 out	 there	 that	 came	

available	and	was	priced	right,	we	would	definitely	 look	at	 it.	 If	 it	was	five	years	ago	and	Teenage	

Mutant	Ninja	Turtles	came	up	for	sale,	which	got	bought	five	years	ago,	we	would	definitely	look	at	

something	 like	 an	 asset	 like	 that.	 But	 it	 would	 have	 to	 be	 something	 with	 a	 very	 long,	 strong	

pedigree	that’s	still	relevant	today.	I	think	that	potentially	reinvigorating	older	properties,	just	given	

the	marketplace,	is	probably	not	the	right	strategy	for	us.	

And	 I	 will	 say	 that	 we	 are	 very	 busy	 here	 at	 the	 entertainment	 team	 with	 our	 own	

properties.	We’re	very	excited	about	our	third	pre-school	show	which	is	going	to	be	launching	in	the	

fourth	quarter	of	next	year.	 It’s	a	great	pre-school	show,	 it’s	 totally	different	than	anything	we’ve	

ever	done	before,	and	we’re	really	excited	about	it.	And	we	have	things	like	Bakugan	and	films	and	

potentially	some	content	for	Hatchimals,	which	we’re	considering	doing.	

So	we’re	very	focused	on	our	own	stuff	internally.	

Adam	Shine	

Great.	Thanks	a	lot.	Appreciate	it.	
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Ronnen	Harary	

Yup.	

Operator	

Thank	 you.	 Our	 next	 question	 comes	 from	 Brian	 Morrison,	 TD	 Securities.	 Your	 line	 is	

opened.	

Brian	Morrison	—	TD	Securities	

Good	morning.	 First	 question	 is	 for	 Ben.	 Can	 I	 just	 go	back	 to	 your	 global	market	 share	

gains?	Obviously	they’re	really	impressive.	I	just	want	to	dig	down.	I’m	curious	in	the	quarter,	what	

geography	 is	 having	 the	biggest	 impact	on	 the	material	 year-over-year	 growth	within	 the	Rest	 of	

World	segment?	And	then	when	it	comes	to	Cardinal	and	Swimways,	obviously	as	you	mentioned,	

they	both	have	material	 international	opportunity.	Where	do	you	currently	stand	in	terms	of	their	

international	penetration	 relative	 to	where	you	 think	you	can	get	 to?	And	am	 I	 right	 in	assuming	

that	Swimways	really	just	gets	going	on	that	front	in	2018?	

Ben	Gadbois	

Hey.	Good	morning,	Brian.	So	let	me	take	the	first	part	of	the	question.	When	we	look	at	

all	of	our	geographies,	the	good	news	is	we’re	seeing	really	nice	growth	across	almost	all	of	our	key	

markets.	And	I	can	just,	for	example,	I	can	just	kind	of	rattle	off	some	fun	facts	for	you	and	give	you	

a	little	bit	of	flavour.	
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But	 in	 China,	 for	 example—we	 talked	 about	 it	 in	 the	 last	 quarter—but	 we	 had	 certain	

expectations,	and	we	will	do	significantly	better	in	China	and	we	will	be	profitable	right	away	in	year	

one.	 So	 we	 have	 taken	 a	 very,	 very	 controlled	 approach	 to	 this	 market,	 and	 now	 our	 strategy	

appears	to	be	working.	

In	Germany,	we’ve	had	free-to-air	PAW	Patrol	for	the	first	time	this	year,	and	that	really,	

really	unlocked	 the	market	 for	us.	 So	not	only	 it	was	PAW	Patrol	drove—we	have	a	 lot	of	 strong	

growth	in	Germany	driven	by	PAW	Patrol,	but	also	for	the	rest	of	the	portfolio.	

France,	as	I	mentioned	earlier,	we	have	8	of	the	top	50	SKUs	in	the	French	market.	UK	is	

having	a	really,	really	good	year.	Central	and	Eastern	market,	which	we	launched	recently—less	than	

a	 year	 ago,	 as	 you	 know—we’re	 seeing	 double-digit	 growth	 over	 our	 internal	 plan.	 In	 Australia,	

which	we	 launched,	as	you	know,	earlier	 this	year,	we’ve	already	represented	 (phon)	 the	top-five	

supplier.	

And	 then	 something	 else,	 too,	 that	we	don’t	 spend	 a	 lot	 of	 time	 talking	 about,	 but	 our	

third-party	distributors	are	also	 seeing	 similar	gains.	And	one	 thing	of	note	here	 is	we’ve	actually	

made	some	really	nice	progress	in	Latin	America	this	year.	And	Mexico	is	actually—we’re	seeing	the	

growth	 in	 Mexico	 where	 they’re	 really	 having	 the	 best	 year	 they’ve	 ever	 had	 in	 our	 company	

history.	So	overall,	it’s	really	across	most	geographies.	

And	 then	 going	 back	 to	 the	 second	 part	 of	 your	 question,	 Brian,	 on	 Swimways	 and	

Cardinal,	 I	 think	 you—Cardinal	 is	 underway,	 and	we’re	 seeing	 some	 really	 nice	 growth	 in	 Europe	
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now.	The	teams	are	fully	engaged	in	making	Cardinal	distribution	work	and	marketing	the	product,	

so	Cardinal	underway.	Swimways,	you	are	correct,	it	takes	longer,	but	you	will	really	not	see	much	

Swimways	 European	 progress	 until	 2019,	 just	 because	 2018	 it’s	 pretty	 much	 done	 already.	 So	

Swimways	will	be	more	toward	2019	from	a	global	expansion.	

Brian	Morrison	

Thanks,	Ben.	Could	I	 just—in	the	Rest	of	the	World	segment	would	the	primary	driver	of	

that	growth	have	been	the	China	market?	

Ben	Gadbois	

No.	It’s	actually	a—it’s	actually	still	very	small	for	us—	

Brian	Morrison	

Okay—	

Ben	Gadbois	

—so.	 But	 I	mean	we	obviously	 see	 this	 as	 a	 really	 nice	market	 to	 grow	 in	 the	 next	 few	

years.	But	to	date	and	when	you	look	at	our	results,	it’s	actually	fairly	immaterial.	

Mark?	

Mark	Segal	

Just,	Brian,	just	to	add	to	that.	When	you	look	at	the	Rest	of	the	World	segment,	China	has	

been	just	say	there’s	a	small	component	of	that,	and	it	will	be	quite	immaterial	for	a	while.	But	that	
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segment	comprises	all	of	our	third-party	business,	as	well	as	Mexico.	So	Mexico	and	all	of	our	third-

party	distributors	comprises	that	Rest	of	the	World	segment.	

Brian	Morrison	

Okay.	Mark,	on	the	balance	sheet	you’ve	currently	got	net	cash	now.	Aside	from	providing	

great	 flexibility	 for	 acquisitions,	 where	 do	 you	 stand	 upon	 potentially	 returning	 capital	 to	

shareholders	through	a	dividend	or	a	buyback?	

Mark	Segal	

So	 we’re	 consistent	 with	 where	 we	 were	 previously.	 We	 still	 see	 opportunities	 for	 us,	

Brian.	There’s—as	you	know,	we	generate	cash,	and	we’re	usually	plus	cash	at	the	end	of	each	year.	

And	we	see	opportunities	for	us	to	continue	to	grow.	There	are	no	plans	at	this	point	to	declare	a	

dividend.	 If	at	 some	point	 in	 the	 future	we	 felt	 that	 there	weren’t	opportunities,	 then	we’d	 think	

about	that.	But	that’s	not	the	mode	that	we’re	in	right	now.	

Brian	Morrison	

That’s	fair.	And	then	just,	Mark,	on	other	revenue.	It’s	essentially	flat	to	last	year.	I	assume	

the	variability	in	this	figure	is	typically	the	licensing	revenue?	I	know	you’ve	had	some	tough	comps,	

but	it’s	also	sequentially	flat.	What’s	the	trajectory?	Can	you	just	maybe	address	the	trajectory	this	

quarter	and	maybe	the	outlook	for	the	licensing	growth	as	we	go	through	the	next	year?	

Mark	Segal	
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Licensing	and	merchandising	 is	only	one	component	of	 the	other	 revenue.	There’s	 really	

two	elements.	There’s	the	licensing	and	merchandising.	There’s	the	sale	of	the	show,	the	broadcast	

shows	around	the	world,	and	then	there’s	also	the	app	revenue	from	Toca	Boca	and	Sago	Mini.	So—	

Brian	Morrison	

But	 the	 growth	 in	 the	 past	 few	 quarters	 has	 been	 driven,	 I	 believe,	 by	 the	 licensing	

revenue,	no?	

Mark	Segal	

Yeah.	That’s	safe	to	say,	although	our	app	business	has	also	been	growing,	Brian.	So	Toca	

and	Sago	has	been	doing	nicely,	and	we	continue	to	expect	that	to	grow	in	2018.	

It	 really	 comes	 down	 to	 the	 licensing	 and	 merchandising	 going	 forward	 for	 all	 of	 our	

properties	around	the	world.	As	you	know,	most	of	that	is	managed	by	Nickelodeon	for	PAW	Patrol	

and	our	other	brands	like	Rusty	Rivets.	

We	 are	 actually	 taking	 Hatchimals	 ourselves	 internally	 and	 marketing	 that	 ourselves	

around	the	world.	So	we	do	see	some	growth	from	Hatchimals	in	2018;	nothing	material	in	2017.	So	

I	would	not	expect	to	see	other	revenue	grow	at	the	rates	that	we’ve	seen	in	historical	years,	but	we	

do	continue	to	see	other	revenues	being	a	significant	part	of	our	line	in	2018.	

Brian	Morrison	

All	right.	Good	quarter.	Thank	you.	

Operator	
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Thank	you.	Our	next	question	comes	from	Brian	McFadgen—David	McFadgen,	pardon	me,	

from	Cormark	Securities.	Your	line	is	open.	

David	McFadgen	—	Cormark	Securities	

Great.	Thank	you.	Couple	of	questions.	So	given	the	big	sales	growth	we’ve	seen	this	year	

for	Hatchimals,	and	it	seems	like	the	product	definitely	has	a	 lot	of	momentum	in	 it,	do	you	think	

that	2018	would	be	another	growth	year	in	revenue	versus	2017	for	Hatchimals?	

Mark	Segal	

Well,	Brian,	I	think	for	‘18	I	think	we	should	be	a	little	bit	cautious	on	discussions	around	

‘18	at	this	point.	As	you	know,	our	guidance	is	really	driven	by	the	cycle	of	Los	Angeles,	Hong	Kong,	

New	York,	and	Nuremberg,	which	we’ll	be	entering	into	very	shortly.	And	so	when	we	actually	get	

back	 to	 you	 in	March	with	our	 full	 year	 results,	 I	 think	we’ll	 be	 in	 a	much	better	position	 to	 talk	

about	guidance	in	more	granular	detail	and	to	give	you	some	more	insights	into	that.	

At	this	point,	I’d	rather	stay	away	from	‘18.	

David	McFadgen	

Okay.	 And	 then	 just	 on	 Luvabella,	 I	mean	 obviously	 it	 looks	 like	 you’ve	 got	 another	 hit	

here.	How	would	this	rank	relative	to	Hatchimals	when	Hatchimals	first	launched?	

Ben	Gadbois	

So	the	product	is	selling	out	everywhere	it	 is	now,	so	we	know	we	are	definitely	short	of	

the	 product.	 And	 similar	 to	 Hatchimals,	 actually,	 this	 product	 took	 over	 two	 years	 to	 actually	
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develop.	It’s	extremely	complex,	and	as	Ronnen	mentioned	earlier,	there’s	a	 lot	of	complexities	 in	

the	product.	

It	is	one	of	the	most	lifelike	dolls	ever	seen	in	the	industry,	so	we	are	very,	very	optimistic	

with	the	Luvabella	franchise.	But	we	know	there	will	be—in	Luvabella	and	Luvabeau—and	we	know	

there’s	going	to	be	some	nice	opportunities	in	2018	to	build	on	the	brand.	But	we	know,	again,	we	

will	be	short	this	year.	

Ronnen	Harary	

Yeah.	I	think	just	building	on	Ben’s	point,	I	think	the	one	exciting	thing	is	that	we	haven’t	

been	in	this	category	in	our	history.	We	tried	a	couple	times	in	the	early	part	of	when	we	started	the	

Company,	and	it’s	a	very	difficult	category	to	break	into.	

So	it’s	actually	quite	exciting	for	Spin	Master	to	break	into	a	new	segment	and	be	able	to	

continue	developing	products	in	that	segment,	and	it	doesn’t	compete	with	any	of	our	other	parts	

of	our	business.	

David	McFadgen	

So	 when	 you	 talk	 about	 the	 fact	 that	 you’re	 going	 to	 be	 short	 in	 terms	 of	 units	 for	

Luvabella	this	year	just	due	to	the	demand,	is	it	about	the	same	magnitude	that	you	were	short	on	

Hatchimals	last	year?	

Ben	Gadbois	
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No.	 It’s	not	going	 to	be	 the	 same	magnitude,	but	at	 this	point,	David,	we	don’t	want	 to	

speculate	 on	 how	 short	we	might	 be.	 But	we	 just	 know	 that	we	will	 be	 short,	 based	 on	 current	

demand	that	we’re	seeing.	

David	McFadgen	

Okay.	All	right.	Thank	you.	

Thanks,	David.	

Operator	

Thank	 you.	And	 that	 concludes	 the	questions	 in	 the	queue	at	 this	 time.	 I’ll	 turn	 the	 call	

back	to	the	presenters.	

Mark	Segal	

Okay.	Well,	 thank	you,	everyone.	 If	 there	are	no	 further	questions,	we	will	now	end	the	

call.	

Thank	you	for	participating,	and	we’ll	talk	to	you	again	soon.	

Ben	Gadbois	

Have	a	great	day.	Bye.	

Operator	

Thank	you	very	much,	ladies	and	gentlemen.	This	concludes	today’s	conference.	You	may	

now	disconnect.	

*****	


