
 

 

 

 

 

 

 

 

  

GMO Pepabo, Inc. 
Fiscal Year 2022 4th Quarter Results Presentation 

 

February 6, 2023 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
1 

 

Event Summary 

 

[Company Name]  GMO Pepabo, Inc. 

 

[Company ID]   3633-QCODE 

 

[Event Language]  JPN 

 

[Event Type]   Earnings Announcement 

 

[Event Name] Fiscal Year 2022 4th Quarter Results Presentation 

 

[Fiscal Period]   FY2022 Annual 

 

[Date]    February 6, 2023 

 

[Number of Pages]  37 

  

[Time]    16:45 – 17:15 

(Total: 30 minutes, Presentation: 20 minutes, Q&A: 10 minutes) 

 

[Venue]   Webcast 

  

[Venue Size]    

 

[Participants]    

 

[Number of Speakers]  2 

Kentaro Sato   CEO and President 

Yoshito Igashima  Executive Director and CFO 

 

[Analyst Names]*  Kazuki Tokunaga  Daiwa Securities 

     
  *Analysts that SCRIPTS Asia was able to identify from the audio who spoke during Q&A. 

 

  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
2 

 

Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedule today to participate in the online 
financial results briefing of GMO Pepabo, Inc. for the full year ended December 31, 2022. 

I would now like to introduce today's attendees.  

This is Kentaro Sato, CEO and President. 

Sato: Thank you for your time. 

Moderator: This is Yoshito Igashima, Executive Director and CFO. 

Igashima: Thank you for joining us. 

Moderator: These two members are present.  

Today, President Sato will provide an overview of the financial results. Then, please start. 

Sato: I am President Sato. Thank you very much for taking time out of your busy schedule to join us today.  

I will begin GMO Pepabo's full-year financial results briefing for the fiscal year ended December 31, 2022. 
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This is a summary of the current financial results. 

In the fiscal year ended December 31, 2022, non-recurring businesses such as SUZURI and minne experienced 
sluggish growth due to changes in consumption trends associated with the reopening. 

In the fiscal year ending December 31, 2023, we expect last fiscal year's difficult environment to continue, but 
in non-recurring business, we will take on the challenge of non-physical sales EC, such as digital content, and 
we believe that FREENANCE will drive our performance and achieve steady growth. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
4 

 

 

This is today's agenda. 

The latter half of the document includes reference materials, so you may refer to them when you have time. 
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First, I will talk about an overview of the financial results for the fiscal year ended December 31, 2022. 

The Company has adopted the new revenue recognition standard effective for the year ended December 31, 
2022. Since the impact on sales before and after the application of the new standard is significant, the figures 
of the previous period have been replaced by the new standard. 

For the fiscal year ended December 31, 2022, net sales were JPY10,531 million, 106.7% YoY, and operating 
profit was JPY732 million, 83.5% YoY. 

Ordinary profit and net profit attributable to owners of the parent were as stated. 
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Quarterly sales reached a record high of JPY2.72 billion in Q4 of 2022. 

Operating profit was JPY160 million, unchanged from the same period last fiscal year. 
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Operating profit decreased by JPY144 million to JPY732 million in the current period from JPY876 million in 
the previous period. 

Although net sales increased, profit decreased due to higher promotional expenses, including TV commercials. 
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This table shows the changes in promotional expenses on a quarterly basis. 
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This shows segment performance. 

The hosting business performed well, benefiting from price revisions. 

On the other hand, distribution of SUZURI fell short of expectations in the EC support business, and in the 
handmade business, distribution was flat, and infrastructure and other costs were increased. 

As for the financial assistance business, the amount of invoice purchase expanded, and operating profit 
improved significantly. 
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I will now explain each segment separately. We have made the comparison with the previous fiscal year by 
segment after replacing the previous figures with the new standards. 

First is the hosting business. 

Net sales were JPY5,153 million, 108.3% YoY, and operating profit was JPY1,729 million, 118.5% YoY. 
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Rental server service Lolipop! posted net sales of JPY2,295 million and an operating profit of JPY1,284 million. 

Unit customer spend increased from the previous fiscal year due to the effect of price revisions implemented 
in 2021 and the acquisition of contracts for higher plans through simultaneous subscriptions for domains and 
other services.  

While the number of subscriptions increased for the higher-end plans, cancellations occurred for the lower-
end plans, resulting in a slight decrease in the overall number of subscriptions. 
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Next is MuuMuu Domain, a domain name acquisition service. 

MuuMuu Domain posted sales of JPY2,247 million and an operating profit of JPY315 million. 

Unit customer spend temporarily increased significantly due to the sales of high-value domains that occurred 
in Q3 but has since returned to normal levels.  

The number of domain name subscriptions increased due to discounts for new acquisitions and various 
campaigns. 
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Next is the EC support business. 

Net sales were JPY3,130 million, 97.8% YoY, and operating profit was JPY823 million, 73.5% YoY.  

While Color Me Shop was on par with the previous fiscal year, SUZURI's distribution value was lower than 
expected, resulting in a YoY decline in both sales and profits. 
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The online store creation service Color Me Shop posted sales of JPY1,853 million and an operating profit of 
JPY786 million.  

Although net sales increased, operating expenses increased due to the costs of holding the Color Me Shop 
Awards ceremony and enhancing infrastructure, resulting in a decrease in profit. 

While cancellations of plans with low unit sales per customer increased, the number of contracts for plans 
with higher unit sales per customer is on the rise. In addition, unit prices continue to rise, reflecting the effects 
of the price revisions implemented in April. 

The number of subscriptions continues to increase for free plans, while the number of monthly plans 
continues to decline. 

The decrease in the number of subscriptions to monthly plans has calmed down somewhat, as approximately 
one year has passed since the price revision and the Company has strategically strengthened the lead-in to 
monthly plans.  

We have also started offering a premium plan for stores with large monthly sales. 
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Next is SUZURI, an original goods creation and sales service. 

SUZURI posted sales of JPY958 million and an operating profit of minus JPY95 million. 

SUZURI implemented a TV commercial in Q2 with the aim of expanding its distribution value, but it did not 
attract as many visitors as expected, and the loss was recorded because the promotional costs were not fully 
compensated. 
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Next is minne, a handmade business. 

minne's sales were JPY1,650 million, 98.8% YoY, and operating profit was JPY82 million, 36.5% YoY. 

Furniture, including antique vintage, which we newly started handling this fiscal year, and the fashion category, 
which has a large transaction volume, outperformed the previous fiscal year. 

However, in response to changes in consumption trends, distribution declined in H2 of 2022, particularly in 
the tableware and accessories categories, and the overall distribution value of minne fell below the previous 
fiscal year's level.  

In addition, we also aggressively launched discount campaigns to make up for those delays, and promotional 
expenses increased as a result. 
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This is the KPI for minne. 

The number of authors and brands reached 850,000, the number of works 15.96 million, and the number of 
app DLs 14.11 million. 
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In 2022, the distribution value was JPY15 billion, unchanged from the previous fiscal year due to changes in 
consumption trends. 

Although the number of orders decreased, the unit price per order increased. 
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Next is the financial assistance business. 

Net sales totaled JPY593 million, a significant growth of 280.6% YoY. 

Operating profit showed a significant improvement in loss compared to the previous fiscal year, despite an 
increase in the allowance for doubtful accounts due to the occurrence of more delinquent receivables than 
expected in Q4. 
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As for FREENANCE's KPIs, the number of users is steadily increasing. 

The number of transactions with existing partners has increased, and their credibility has grown, leading to 
an upward trend in the number of transactions and unit prices used in three-way transactions. 
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The amount of invoice purchases continues to rise steadily as the number of users increases, especially 
transporters. 

In 2022, the invoice purchase amount was JPY2.97 billion, a significant increase YoY. 

That's all for the explanation by segment. 
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Next, I will explain our forecast for the fiscal year ending December 31, 2023. 

For the fiscal year ending December 31, 2023, we plan net sales of JPY11,064 million, 105.1% YoY, and an 
operating profit of JPY857 million, 117.1% YoY. 

Both ordinary profit and net profit are projected to increase to JPY830 million and JPY573 million, respectively. 

There will be no change in our dividend policy of a payout ratio of 50% or more in 2023. 
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As for plans by segment, Goope, a website production service, was transferred from the EC support business 
to the hosting business in January 2023. Therefore, the figures for 2022 have been revised, and we have 
compared the revised ones to the plans for 2023. 

As you can see, both sales and profits are planned to be driven by FREENANCE, the financial assistance 
business, in 2023. We believe that the e-commerce support business and the handmade business will 
continue to be affected by changes in consumption trends in 2023. Therefore, we are planning for lower sales 
than in the previous fiscal year. 

The hosting business, for which we announced price revisions, will also exceed the previous fiscal year, but 
we are cautious about the impact of price increases due to soaring energy prices. Having failed to achieve the 
plan for two fiscal years, we are conscious of steadily meeting the plan we have established for this fiscal year. 
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These are the main measures for each segment service. 

First, as an assumption for our 2023 forecast, we expect that the impact of changes in consumption trends 
will continue to affect EC-related services, as it did in 2022.  

In addition, with the sharp rise in prices of resources and energy, we expect costs to increase due to higher 
electricity rates, server procurement costs, and other price hikes. 

Next, I'll talk about the measures for each service. 

Hosting businesses Lolipop! and MuuMuu Domain have announced price revisions to cope with cost increases, 
which have been implemented from February. 

In our EC support business Color Me Shop, we have started offering a premium plan for stores with monthly 
sales of JPY2 million or more, and we will work to acquire new contracts. 

In the handmade business, we expect to continue to be affected by changes in consumption trends, so we will 
work to expand our field by handling digital content for non-physical sales EC and operating minne college, as 
well as by introducing internal advertisement. 

In the financial support business, we aim to increase the amount of invoices purchased through the full-scale 
operation of fee-based plans and expansion of API linkage to more industries. 
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Next, I will discuss our medium- to long-term growth strategy. 

This year marks the 20th anniversary of our company. On the occasion of our 20th anniversary, we changed 
our corporate mission, which was established in 2013. The new mission is to "Increase the output of 
humanity." 

The services and products we have provided have lowered the bar for expressers, connecting and expanding 
their possibilities through the Internet. We will continue to increase the output of humanity with the desire 
to remove barriers in expressive activities and to work ambitiously to generate more output. 

We will continue to challenge ourselves to expand the total volume of our output by providing the best 
products to our users. 
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This is based on the image of medium- to long-term business growth. 

First, "Lollipop," "MuuMuu Domain," and "Color Me Shop," which are expected to generate stable and 
continuous revenue, are positioned as recurring revenue businesses. 

We have also positioned "minne," "SUZURI," and "FREENCE," whose revenues fluctuate according to the 
volume of transactions, as non-recurring businesses. 
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We aim to achieve business growth in each of these businesses.

 

Looking at KPI trends in the recurring revenue business, the number of contracts has fluctuated slightly, but 
the unit price per customer has grown steadily for all three services. 

In order to build a stronger revenue base, we believe that the key will continue to be acquiring more contracts 
and increasing the unit price per customer. 
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In Lolipop! and MuuMuu Domain's service area, we recognize that the server domain market is in a difficult 
environment, not only because of cost increases due to soaring resource and energy prices, but also because 
of the flat growth rate of the server domain market. 

On the other hand, we see the 2B market for small- and medium-size businesses and large accounts as still 
having room for growth. We hope to attract new customers by providing high quality services that can support 
customer attraction and business efficiency in the digital area, starting with servers and domains. 

As for Color Me Shop, we believe that it is necessary to create a stable and high distribution amid the sluggish 
growth of the overall e-commerce market. Therefore, we have started offering a premium plan to strengthen 
support for upper-tier stores with multiple stores and to generate stable revenue. 

In addition to expanding functions to meet the needs of larger stores, we will support the further growth of 
larger stores by providing support by EC advisors. 
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The combined distribution value of Color Me Shop, SUZURI, and minne EC-related services has been growing 
to over JPY200 billion since 2020 due to the rapid expansion of the COVID-19. 

Since the situation has changed from 2019 or earlier in terms of the growth and size of the market, we see 
the acquisition of customers that generate new areas and larger distribution as becoming more important for 
flow-based businesses. 

FREENANCE has an annual invoice purchase volume of JPY8.6 billion in 2022, 307% YoY. 

We have received many requests for API integration not only from the transportation industry, but also from 
other industries and companies, and we expect to grow at a rate of over JPY10 billion in annual invoice 
purchases as we continue to expand our service offerings.  

We have also begun introducing monthly plans that will generate recurring revenue, and we aim to further 
expand sales. 
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In the non-recurring business, minne, in addition to strengthening growth categories centered on food, we 
will handle digital content and develop minne college. 

minne college is a business school that provides handmade-related online lesson videos and curriculum for 
artists who want to make their craftsmanship into a career. We have also accepted the participation of tester 
students, which has also been very well received. 

SUZURI will start selling digital content, such as illustrations, music, and videos, in late February.  

minne and SUZURI will continue to take on the challenge of expanding into new areas, including digital content, 
in addition to EC for product sales, with the aim of attracting creators who will generate greater distribution. 

FREENANCE has seen steady growth in the amount of invoices purchased, and in addition to working to 
expand the types of businesses and strengthen repeat business, we are also looking to create new pillars of 
growth, including the development of monthly plans. 
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Next is medium- to long-term profit targets. 

Since the investment in minne in 2015, we have achieved steady profit growth, but in the past two years, the 
slowdown in the EC market and other factors have made it difficult to generate profits. 

We would like to revise our mid- to long-term goals for 2025, which we announced last year, in accordance 
with the current business environment. We will review our medium- and long-term plans to get back on a 
growth trajectory and will make another announcement at a later date. 
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Finally, I would like to explain human capital and technological activities that are key to increasing corporate 
value. 

In terms of human capital, the ratio of creators, including engineers, designers, and directors, reached 57% of 
the workforce between 2021 and 2022, an increase of 3 percentage points. In the mid to long term, we will 
raise the ratio of creators to more than 60% and strengthen our development capabilities. 

In addition, Pepabo R&D Institute, which conducts technological research and development, is committed to 
creating technologies that can differentiate our business to support medium- and long-term business growth. 

Last year, we focused on machine learning and natural language processing to improve the efficiency of 
matching sellers and buyers in the e-commerce field and to improve CVR by improving UI/UX. We will continue 
to increase the output of humankind through these efforts and aim to sustainably enhance our corporate 
value. 

That is all for my explanation. Thank you very much. 

Moderator: This concludes our presentation on the summary of financial results for the current fiscal year. 
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 
mention your name and your company name. 

First, Mr. Tokunaga from Daiwa Securities, please ask your questions. 

Tokunaga [Q]: I am Tokunaga from Daiwa Securities. Thank you for your presentation. I have three questions. 

The first question is about the hosting business. You mentioned the price revisions in February and the 
adjustment fee in domains. How have these revisions been incorporated into the plan of the current fiscal 
year? 

You also talked about the impact of inflation and other factors, and I would like to know about the impact of 
these factors.  

Thank you. 

Moderator [M]: Thank you, Mr. Tokunaga from Daiwa Securities, for your question.  

Now, President, please answer. 

Sato [A]: Yes, thank you for your question. 

In terms of the price revisions this fiscal year, I would first like to explain the impact of inflation. As for domains, 
of course, there is the effect of inflation, but there is also the effect of the weak yen on purchase prices. 

Also, as far as the server business is concerned, energy prices have skyrocketed. For example, there has been 
an increase in the price of electricity at the data center, and the data center itself has been affected by price 
increases, which has had a significant impact on costs. 

We have received a request for a price increase of approximately 10% to 20% above the normal level. We 
have revised our domain and server business prices to reflect the cost increase and pass on the impact on to 
our customers. 

As for the impact on the current fiscal year, we expect that the price revision itself will not yet lead to an 
increase in profit, so we expect that we will have gradually equal gain and loss.  

For your first question, I think that is all I have to say. 

Tokunaga [Q]: Thank you. 

I wonder if the reason why hosting profits were weak a little over Q4 is because this was already a 
straightforward effect of the cost increase, and this will gradually recover over the course of this fiscal year. 

Sato [A]: Regarding hosting, there was a large impact from a temporary increase in sales in Q3 due to the 
presence of expensive domains, and I think that has disappeared and things have settled down in Q4. 

Tokunaga [Q]: Thank you. I will move on to the second question.  
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I believe that the EC support business is planning a decrease in revenue for the current fiscal year. On the 
other hand, the Q4 results for Color Me show that the top line has grown significantly, and I think that the 
premium plans, such as the high-end plan, have been successful. 

Based on this, I would like to ask you to explain why you are planning a decrease in sales for the EC market 
for this fiscal year.  

This is my second question. 

Sato [A]: First of all, in the EC business, Color Me and SUZURI are the two major businesses. 

As you mentioned, Color Me has been affected by price revisions and the impact of higher-end plans, so we 
are considering an increase in revenue. 

With regard to SUZURI, I am still very conservative about this market environment, or rather, the decline in 
trading in this general C2C-like area. 

I can't confirm this right now, but is there a possibility that Goope has been affected? That's not in there. If 
so, then yes, it is the influence of SUZURI. A large part of the factor is attributable to SUZURI. 

Tokunaga [Q]: So, is it correct to say that Color Me Shop will continue to benefit from this strong trend line 
and price revisions this fiscal year and that sales will continue to increase? 

Sato [A]: Well, we have not yet formulated a plan that is as strong as it could be, since we are also factoring 
in sales and marketing costs for the new premium plan that we are launching. 

Tokunaga [Q]: I understand very well. Thank you very much. 

As for the third question, please tell me about the financial support business this fiscal year. First, you 
mentioned there was an allowance in Q4. Do you mean that the increase in losses in Q4 is also attributable 
to that allowance? 

I think you will see a very strong increase in profits this fiscal year and beyond. How will FREENANCE turn 
around from a loss in Q4 and generate substantial profits?  

That is all. 

Sato [A]: In the past, we spent a lot on promotion costs when we first started FREENANCE, but now, we are 
seeing an increase not only in factoring between two companies, but also between three companies. 

We are working with the platforms of our business partners and other industry leaders, and we expect a large 
increase in the number of users from these platforms. First of all, that is now the situation that is driving 
performance. 

Our assumption is that the number of acquisitions among the three companies will increase in the current 
FY2023. We will grow the business without spending so much on costs so that we have a plan to achieve 
growth that will drive our business performance in the current fiscal year as well. 

Do you have something to talk about allowance in Q4, Mr. Igashima? 

Igashima [A]: Yes, I am Igashima.  
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In Q4, we have conservatively set aside an allowance for doubtful accounts due to the sudden occurrence of 
bad debts, or rather, loans that are of concern. 

However, we were able to collect this amount in January of this year, so we believe that it will not continue.  

That is all. 

Tokunaga [Q]: Thank you. If so, are you talking about some kind of reversal in Q1 of this year or something 
like that? 

Igashima [A]: Yes. However, since there may be some loans of concern occurring in January, February, and 
March, at this point, as of January 1, a reversal profit will be generated, but it is still uncertain whether a 
reversal profit will be generated for the entire Q1. 

Tokunaga [Q]: What is the rough scale of this allowance in Q4? This question means if you are profitable in 
Q4 from an organic viewpoint. 

Igashima [A]: Well, at the moment, we are planning to generate operating profit in Q4, but I cannot tell you 
how much it will be. We are planning to generate an operating surplus in Q1. 

Tokunaga [M]: Thank you very much. That is all. 

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

There is still some time left, but since there seem to be no other questions, we will end the question-and-
answer session.  

This concludes GMO Pepabo's full-year online financial results briefing for the fiscal year ended December 31, 
2022. Thank you very much for your participation today. 

Sato [M]: Thank you very much. 

Igashima [M]: Thank you very much. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.  
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia's event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company's most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia's content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia's content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2023 SCRIPTS Asia Inc. ("SCRIPTS Asia"), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


