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Presentation

Moderator: Thank you very much for joining the financial results briefing of GMO Pepabo, Inc. for Q3 of the
fiscal year ending December 31, 2022.

| would now like to introduce today's attendees. Kentaro Sato, CEO and President.

Sato: I'm Sato. Thanks.

Moderator: Yoshito Igashima, Executive Director and CFO.

Igashima: | am Igashima. Thanks.

Moderator: These two. Today, Sato will provide an overview of our financial results. Let’s begin.

Sato: | am Sato, the President. Thank you very much for taking the time out of your busy schedule to join us
today. We will begin the presentation of financial results for Q3 of the fiscal year ending December 31, 2022.
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In Q3, both sales and profits increased compared YoY.

The hosting business and financial support business performed well, but distribution of flow-type services
such as SUZURI and minne was sluggish.
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In conjunction with today's announcement of financial results, we are also revising our full-year earnings
forecasts.

In the fiscal year ending December 31, 2022, flow-type services were significantly affected by changes in
consumption trends due to reopening, resulting in lower-than-expected distribution.

In addition, efforts to curb corporate and other costs were not sufficient to offset the decline in sales due to
the decrease in distribution value, and we have decided to revise our full-year consolidated earnings forecast.
The revised full-year sales for the fiscal year ending December 31, 2022, are JPY10.499 billion. Operating
income is expected to be JPY732 million.

The dividend forecast has also been changed to JPY50 in line with the revised earnings forecast.
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Here is today's agenda. The second half of the report also includes reference materials, so please have a look
at it when you have time.
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| will begin with an overview of the financial results for Q3 of the fiscal year ending December 31, 2022.

The Company has applied the new revenue recognition standard from this fiscal year. Thereafter, it will be
referred to as the new standard. Since the impact of this change on net sales is particularly big, the figures for

the previous year are replaced by those obtained using the new standard.

Net sales for Q3 of FY2022 were JPY7,809 million, 105.3% YoY. Operating income was JPY570 million, 81.7%

YoY. Ordinary income and net income are as stated.
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Quarterly sales figures for 2022 are shown replaced by the old standard, but Q3 sales were JPY31.3 billion, a
record high.
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Quarterly operating income was JPY320 million in Q3, a significant increase compared to Q2 when SUZURI
incurred TV commercial costs.
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Looking at changes in operating income, it was JPY570 million in the current period compared to JPY698
million in the previous period, a decrease of JPY128 million.
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As we reported earlier, the increase in promotional expenses has had an impact. As for the breakdown of
promotion expenses, Q3 was flat YoY due to the absence of expenses incurred for SUZURI's TV commercials
in Q2.
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Looking at performance by segment, the hosting business performed well, but SUZURI, an ecommerce support
business, performed below expectations, and the handmade business saw an increase in promotion expenses.
The financial support business achieved a return to profitability in Q3.
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I will now focus on each segment. YoY comparisons by segment are based on the previous year's figures, which

have been replaced by the new standards.

Let’s start with the hosting business. Net sales were JPY3,840 million, up 108.6% YoY. Operating income was

JPY1,318 million, 122.4% YoY.
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Rental server service Lollipop! posted sales of JPY1.71 billion. Operating income was JPY975 million. Unit price

per customer continues to increase due to the effect of price revisions.

With regard to the number of subscriptions, while the number of subscriptions to high unit price plans
increased steadily, cancellations of subscriptions to low unit price plans continued, resulting in a slight
decrease in the number of subscriptions. We will continue to focus on acquiring contracts for higher-end plans

through domain linkage and affiliate utilization.
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Next is the domain acquisition service, MuuMuu domain.

MuuMuu domain posted sales of JPY1,674 million and operating income of JPY239 million. Q3 was marked by
the sale of high-value domains, which resulted in the recognition of one-time revenues. As a result, the unit
price of contracted domains increased approximately JPY10 in Q3, and both net sales and operating income
increased YoY.
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Next is the EC support business. Sales increased 94.9% YoY to JPY2,347 million. Operating income was JPY557
million, 62.8% YoY.
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While Color Me Shop sales were on par with the previous year, SUZURI distribution fell short of expectations,
resulting in lower sales and profits YoY. The online store creation service, Color Me Shop, posted sales of
JPY1,352 million and operating income of JPY557 million.

Although sales were generally flat, operating expenses increased due to the Color Me Shop Awards, especially
for the cost of holding the awards ceremony in real life, and operating expenses from infrastructure
enhancements, resulting in a decrease in profit. Although the number of subscriptions to monthly plans has
been gradually declining, per-customer spending has been increasing due to the effect of the price revision
implemented in April.

Support
Japan 050.5212.7790 North America 1.800.674.8375 — SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ST Asic’s Meetings, Globally

15



ECZ#EE% (SUZURI) GMOAITT

% £ B¢ 75387RM (siERBLE 85.2%)

REHHARS
=E T F 3 A9IEFA (FiEEBt 28155FMH)

nFELER HEHETR
(&M) SES
§ ) — " B
4
3.2m .
3
4
2
2
0
3Q 4Q 1Q 2Q 3Q 4Q 1 2Q 3Q
1 2020 2021 2022
140 SBM
120
. 100
80
-1 60
40
20
2 0
1Q 2Q 3Q 4Q 1Q 2Q 3Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
2021 2022 2020 2021 2022
¥ NSEREEICRE T 2RHEE (BRRFHEAER29S 2020463A8310) FEB1MFEHEERFHARMOMEN SBEAL TS,
2021 FE12ABICHRABRIEICOVTIE, YZSHRESEM-> TEALLROREEORBEL B>TED T, 18

Next, there is SUZURI, a service to create and sell original goods.

SUZURI posted sales of JPY753 million and operating income of minus JPY99 million. In Q2, despite the
implementation of promotional measures for TV commercials, distribution volume was slower than expected,
resulting in lower sales and profits compared YoY.
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Let’s move on to the handmade products business, minne.

Sales at minne were JPY1,233 million, up 100.6% YoY. Operating income was JPY69 million, 41.4% YoY.
Although a discount campaign was implemented to encourage users to purchase, the amount of distribution
was lower than expected due to changes in consumption trends.

In addition, promotional expenses increased due to the implementation of discount campaign measures. As
for minne's KPls, the number of authors and brands reached 840,000, the number of works reached 15.68
million, and the number of app downloads reached 13.92 million.
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As for distribution value, unit price per order, and the number of orders, distribution value was on par with
the previous year. Although the number of orders distributed decreased, the unit price per order increased.
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Next is the financial support business. Net sales totaled JPY386 million, a significant YoY growth of 267.7%.
Operating income was plus JPY4 million, achieving profitability in Q3.
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As for FREENANCE's KPls, the number of users is steadily increasing. The number of transactions with existing
partners has increased and their credit has grown, and three-way transactions continue to grow.
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The average transaction unit price also increased due to the expansion of credit lines of our business partners.
The amount of invoice purchases in the quarter also increased, with purchases in Q3 of 2022 reaching JPY2.6
billion, well above the same period last year.

This is the explanation for each segment.
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Next, | will explain the progress of our business performance for the fiscal year ending December 31, 2022,
and our future plans.

In 2022, a comparison of the initial forecast and the revised forecast by segment shows that the hosting
business is performing well, partly due to the effect of the price revision implemented in the previous year,
and thus the figures exceed the initial forecast. The financial support business also remains largely unchanged
from the basic forecast.

On the other hand, in the EC support business, SUZURI's distribution value fell far short of the initial forecast.
Similarly, in the handmade business, the distribution value fell below the initial forecast. As a result, operating
income on sales in the EC support business and the handmade business have been revised.
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Regarding the market for EC for goods sales, however, the market growth rate shows that growth is slower
than in2020, when the market grew rapidly due to the Stay-at-home demand. We expect the overall market
to continue to grow, but at a slightly slower rate.
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The total distribution value of EC-related services, which includes Color Me Shop, SUZURI, and minne, was
approximately JPY52 billion in Q3, down from the same period last year, due to the impact of changes in
consumption trends.
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Comparing the YoY distribution value by category for Color Me Shop and minne respectively, the food, sports,
outdoor, and fashion categories have grown in Color Me Shop. Fashion, furniture, household goods, and food
are growing in minne.

While the distribution value of EC-related services remained flat, the fashion and food categories were able
to grow as in the previous year. In order to further grow these growth categories, we will focus on
strengthening functions specialized in the food field in the Color Me Shop and strengthening the furniture and
antique categories in minne.
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During the COVID-19 pandemic, SUZURI saw an increase in the number of works registered by creators whose
activities in real life had been curtailed, as well as an effect of the nesting demand, and distribution increased.

We will continue to add items to encourage creators to register their works. In terms of advertising, we have
been focusing on retargeting ads for visitors to the site, but we would like to switch to operations to attract
more new visitors, and in particular, we would like to strengthen our placement of ads on Twitter, which has
a high affinity with SUZURI.
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In addition, minne and SUZURI have also launched initiatives for non-goods ecommerce. We plan to begin
handling and selling digital content next year for full-scale development.
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With regard to EC-related services, we intend to expand our cross-border EC services in order to respond to
the recent rapid depreciation of the yen and to meet inbound demand and product purchases by overseas

users.

Each service has linked with WorldShopping BIZ to start handling orders from overseas, or Color Me Shop also
offers Buyee Connect application linkage, which handles payment, CS, and delivery on behalf of overseas users.
In addition to WorldShopping BIZ, minne has begun working with Neokyo to expand the scope of its purchase

agency services.

As the domestic ecommerce market remains sluggish, we see a great opportunity to expand our sales

channels overseas, where future growth is expected.
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In addition, the number of existing Color Me Shop stores with gradually increasing monthly sales is increasing,
and we plan to provide support and enhancements next year to meet the needs of these top-tier stores.

We have been working to attract entry-level customers since the introduction of the free plan implemented
last year, and we believe that expanding our support to the higher end of the market, which has a larger
market size, will lead to more profitable opportunities.
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In the financial support business, which appeared to return to profitability this fiscal year, the number of
invoices purchased for third-party transactions further expanded, growing 611% YoY. The number of suppliers
and the number of purchases continues to increase, particularly in the transportation industry.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ™ Asia’s Meetings, Globally

30



LRI IEEE (FREENANCE) OHID $HA GMOAITHT

TEAIDHEME H— FRETET 5#EE (FREENANCED— FRE1 RU
BH75>%2022F108198 (K) & DiZHEL%E

FREENANCEH — K3RE  RTLZURLS L< IZQRI— REFHREP X —LALICHEBT 37213 T,
©54 7> MIFREENANCER BICH T 3 3L\ Ch— RREDFIBTEIC 5 5

URLH LK X
QRI—FK%{5ZX3
> [m]u}
. oo
8 < h—FRRE |l
d—H— I914F7>2 bk
BHT7SVYDEA
2V=F5 L¥aS5—7F5> FLET7LTSY
BERE* ¥0 ¥590 ¥1,200
- o ®=5,000 5D #EE
?ﬁ%ﬂgﬁﬁﬁ EmS,OOOEH@ﬁfg +§ESOOEH®¥§%5@§RE%
REAPRSHE HEMEHD BN AT BE
N=Fv AT+ R &R LiAdH BER LiAFH 791 b TSNS
h—FRRE CREFEE) 4.43% 3.93% 3.43%
¥ FHWMCLIBAEOEE : L¥25—¥5,880 (H¥490) . 7L X7 L¥11,760 (B ¥980)
37
e g N

On October 19, FREENANCE launched a new feature that allows companies to use card payments for rewards,
as well as a new paid plan that offers better terms and compensation to users. In the future, subscribers will
be able to receive discounts on card payment fees and insurance benefits by subscribing to a paid plan.
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Looking at FREENANCE's sales and operating profit trends, FREENANCE usage was sluggish during COVID-19
or in the years 2020 to 2021, and sales continued to stall, but since Q3 of 2021, the Company has continued
to grow steadily with the expansion of third-party transactions through corporate partnerships.

We were also able to return to profitability in Q3, so we will continue to strengthen our corporate alliances
and aim for business growth. In particular, for the current fiscal year, although the EC business had been
planning based on growth in FY2020 and FY2021, we have made a conservative downward revision to reflect
the slowdown in the economy, as well as our expectation that we will continue to be affected by the recent
weak yen and high prices.

The ecommerce market will continue to grow, but we would like to focus not only on the current ecommerce
of goods, but also on digital contents and cross-border ecommerce, which is easily affected positively by the
weak yen.

That is all from me. Thank you very much.

Moderator: This concludes our explanation of the financial results. Thank you very much.
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Question & Answer

Moderator [M]: We will now move on to the question-and-answer session. Please ask your question after
you have mentioned your company name and name.

First, Daiwa Securities, Mr. Tokunaga, please ask your questions.
Tokunaga [Q]: This is Tokunaga from Daiwa Securities. | have three questions.

The first point is regarding profit. Q3 ended with a profit of nearly JPY300 million. Compared to Q2, | think it
was a relatively profitable quarter, even excluding the decrease in advertising expenses. On the other hand,
if we consider the full year plan after revision, the profit was just over JPY100 million, and it looks as if the
profit will fall a little in Q3 and Q4.

I would like to ask you, first of all, was there some kind of extraordinary or one-time profit in Q3? Second, |
think the plan for this quarter is a bit conservative, but | wonder that you are going to invest in something?.
This is the first point.

Moderator [M]: Thank you very much, Mr. Tokunaga. President, please answer.

Sato [A]: Thank you for your question. In Q3, the impact of the SUZURI sale was slightly delayed from Q2 due
to the postponement of the sales period, so there was the effect of this. There are also transient, high-value
domain sales, which amount to several tens of millions of dollars.

The profit level in Q3 was higher than in other quarters due to a slight increase in the sales base in Q3, which
was partly due to such specialized sales and partly due to the effect of the postponement of the period.
Although Q4, which is not affected by such factors, shows a slight slowdown compared to Q3, | do not think
that there is a significant change in Q3 and Q4 in particular when they are evened out.

However, the future market conditions are still a bit unpredictable, so the revised forecast is based on a
conservative profit level for Q4. | hope this answered your question.

Tokunaga [Q]: Thank you very much. Now the second question. The second question is which will be more
important in the future, profit growth or sales growth? When you aim for the mid-term plan, which has higher
priority, sales or profit?

Sato [A]: Thank you. Originally, the plan was based on the assumption of profit growth, but the top line,
especially EC, was based on the assumption of growth, and this has slowed down a bit.

We have not yet been able to finalize our plans for this part. It is a question of where to place the weight, but
for the time being, sales have been slower than expected. While maintaining profitability, we are considering
actions to expand the top line of sales to various targets. We would like to invest in the areas | mentioned
earlier, such as cross-border sales, digital content, and the creation of new targets, especially in the area of
ecommerce.

Since there are no immediate results in this area, the current status is that we are making medium- to long-
term investments to generate sales first, while at the same time making a plan not to decrease profits to some
extent, since we have lost a lot of money this time.

I'm sorry, | can't give you a clear answer yet, but that's all | have to say.
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Tokunaga [Q]: | understand. Thank you very much. Third, in response to the weakening of the EC market, as
| think was mentioned earlier, the most important thing up to now seems to have been to firmly increase the
EC-related service distribution value.

However, looking at the current market, some of your companies, such as FREENANCE, have grown
considerably, and | wonder if there is a possibility that you will be shifting your investment from EC-related to
finance-related investments in the future.

In light of the recent weakness in the market, which services do you intend to promote on a consolidated
basis in the future, and what is your brand mix, or service mix, on a consolidated basis? That's all from me.

Sato [A]: Thank you. First of all, if we divide the stock and the flow within our company, the stock is the hosting
and infrastructure business that we have continued to pursue, as well as the monthly Color Me plans and
other such activities.

As for flow, sales from SUZURI, minne, and Color Me Shop are linked to the distribution amount, and some of
FREENANCE is also divided into stock and flow.

We have invested heavily in the flow part of the ecommerce market based on the assumption that the market
would grow, but we have been a little too optimistic in our planning, or in our reading of the market. We are
aware that we need to further strengthen the stock, and not the flow part.

Therefore, we would like to gradually increase the top line of flow services as the market grows.

In the EC business, we are considering whether it would be possible to take action to build up stock rather
than flow, and we also need to change the focus of the entire company from the infrastructure business and
the monthly fee of the Color Me EC business, which used to focus more on flow, to stock.

FREENANCE, of course, is not so much investing on a large scale as it is investing in acquiring new members
and offering new features that will significantly increase the layers of revenue. We would like to continue our
efforts here. That’s all from me.

Tokunaga [Q]: | understand. Let me follow up. | believe that the stock revenue is growing quite steadily, and
the hosting service is also quite strong, the unit price of Color Me is increasing, and there is a new service at
FREENANCE, which | am quite impressed with.

On the other hand, we are concerned about whether you will still be able to increase unit prices after the
impact of the price revision has run its course. Please tell us about the current status of price revisions for
hosting, EC support, and FREENANCE, how much further we can go, and how many more years we can expect
to have high profitability of our stock and raise unit prices. That's all from me.

Sato [A]: Regarding price revisions, there are efforts to raise prices all at once, and there are also efforts to
raise prices by conducting up-sales in stages. Last year, we revised our hosting prices and raised them all at
once, but we are continuing to work on measures to raise prices per unit.

On the other hand, there is also a need for a little bit more large-scale hosting than small- and medium-scale
hosting, which has been a little bit weaker. Also, there was a certain amount of money which was lost from
EC users who leave our service after distribution is created, so we are also thinking about designing a plan and
providing services that will prevent EC users leaving our services after a certain amount of money or
distribution has been generated. We would like to make moves in the future not only to revise prices in such
areas, but also to tackle new targets.
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Tokunaga [Q]: As for hosting, the Company's plan for this fiscal year has been revised upward quite strongly,
but is it correct to think that this trend of increasing unit price or profitability will not run its course, and that
it can still be raised through various measures?

Sato [A]: Yes, although it is not as much as in the current fiscal year, we are still feeling some residual effects
from the price revision, and we are planning to provide services more suited to corporate and business needs.
We believe that we will be able to achieve these effects in the future.

Tokunaga [M]: | understand. That's all from me. Thank you very much.

Sato [M]: Thank you very much.

Moderator [M]: Thank you very much, Mr. Tokunaga. Are there any other questions?
Next up is Mr. Yamada. Please ask your question.

Yamada [Q]: My name is Yamada from Toyo Keizai. Thank you for your presentation today. Regarding
FREENANCE, | understand that it turned profitable in Q3, but has it entered a phase where profits are basically
stable? | was wondering if you could give us some sense of direction as to how we should be looking at this,
or if there will be times when you will be rattled by investments to increase the number of users.

Sato [A]: Thank you for your question. With regard to FREENANCE, as the number of members increases, the
amount of purchase invoices will also increase and the number of copies will also increase, so we do not think
that there will be such a large investment impact in the future. On the other hand, when we offer new
functions, new services, or new products in FREENANCE, we will invest in development and promotion.

There will be some changes in those areas, but basically, they are repeats, so they do not undergo that big of
a change. Basically, FREENANCE's plan is to continue to turn a profit and generate profits. However, since this
business model requires cash first, FREENANCE's current approach is to make sure that cash can be
accumulated and that it is easy to raise.

If there is any additional information from Mr. Igashima?

Igashima [A]: Thank you for your question. | assumed that your concern about FREENANCE was whether or
not there is any possibility of a deficit due to large-scale investments, et cetera. However, there is no such
concern at this point in time. We are now entering a much more stable phase, and we believe that this service
will be a firm driving force for our company. That's all from me.

Yamada [Q]: Thank you very much. | would also like to ask one more point. Regarding SUZURI, | think you
mentioned that you are going to start using Twitter ads for advertising, from retargeting to new acquisitions.
I would like to ask if you have any additional information on the user trends of SUZURI, such as whether there
are many repeat buyers or not, or what the weak points are, or if you have any analysis on the user trends.

Sato [A]: Thank you. As for SUZURI, first of all, we have been dropping advertisements to extend. The
retargeting ads were where we would show that product one more time to those who had visited it once. Our
assumption was that this would be effective in an environment where the ecommerce market would grow,
but that assumption is now falling apart, so the first step now is to change the promotion to attract creators
who will use SUZURI.

The advantage of SUZURI is that there is no inventory, so the seller can continue to use the product without
the risk of inventory or production.
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On the other hand, there are places where there is no such risk, and we believe that we need to have
continuous promotion. We need to have our clients communicate through social networking services that
they are working on new items and new designs. Of course, there are similarities between this and a regular
ecommerce site, but | think this is the most important part of SUZURI's unique characteristics.

This is an area that is particularly likely to affect repeat business, as the number of buyers who visit SUZURI
tends to decrease after a certain amount of time has passed and social networking has stopped.

In order to ensure repeat business in such areas, it is necessary to increase the number of SNS messages from
the creators, which we feel is an issue that needs to be addressed.

Yamada [M]: | understand very well. Thank you very much.
Moderator [M]: Thank you very much, Mr. Yamada.

Do you have any other questions? There are still a few minutes left, but since there are no other questions,
we will conclude the question-and-answer session.

This concludes the online financial results briefing for GMO Pepabo, Inc. for Q3 of the fiscal year ending
December 31, 2022.

Sato [M]: Thank you very much.

Igashima [M]: Thank you.

[END]
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