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Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedule to join us today for the GMO 
Pepabo, Inc. online financial results briefing for Q1 of the fiscal year Ending December 31, 2021. 

I would now like to introduce today's presenters. Mr. Kentaro Sato, Representative Director and CEO. 

Sato: I'm Sato. I'm looking forward to this session today. 

Moderator: Mr. Yoshito Igashima, Executive Director and CFO. 

Igarashi: Thank you very much. 

Moderator: These are the presenters. 

Today, Mr. Sato will give an overview of our financial results, followed by an audio Q&A session via Zoom. The 
briefing will take about 45 minutes to finish. 

So, let’s get started, CEO Sato. 

Sato: This is Sato. Thank you very much for taking time out of your busy schedule to join us today. I will now 
begin to explain the financial results for Q1 of the fiscal year ending December 31, 2021. 
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Here are the key points of this financial results. 

Since the financial results briefing of the previous fiscal year, we have mentioned that we are aiming for 20% 
growth, and with the further progress of the digital shift, the total distribution of EC-related services such as 
COLOR ME Shop, SUZURI, and minne grew by 142% YoY in Q1, and sales grew by double digits. 

As a result, we are on track to meet our plan of 20% growth in net sales and operating income for the current 
fiscal year. 
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Nest, the agenda for this session, as you can see. 

I will skip the explanation, but in the latter half of the document, you will find an overview of our services, 
returns to shareholders, and other corporate information as reference materials, which I hope you will read 
when you have time. 
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First of all, I would like to give you an overview of our financial results for Q1 of the fiscal year ending 
December 31, 2021. 

Here is a summary of the financial results. In Q1, sales and operating income were 121.4% and 120.8% YoY, 
respectively, which have grown significantly due to strong sales of EC-related services. 

Ordinary income was 97% YoY for Q1 due to the approximately JPY40 million in investment income from the 
investment partnership that was posted in the previous year. 

Net income for the quarter was 143.8% YoY due to a gain of JPY46 million from the transfer of the web content 
creation business of GMO Creators Network, a consolidated subsidiary of the Company. 
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As for operating income, here is a chart showing the analysis of changes from the same period last year. 

Despite an increase in expenses such as advertising and personnel costs, net sales increased to JPY513 million, 
resulting in operating income of JPY234 million, or 120.8% YoY. 
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This is followed by the actual results against the forecast for Q1. 

In Q1, net sales increased by 2.2% compared to the plan, and operating income increased by 41.2% compared 
to the plan, due to the planned expenditure of SG&A expenses and some month-to-month delays. 
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Next is the quarterly sales trend. 

In Q2 of last year, the situation rose a notch due to stay-at-home demand following the declaration of a state 
of emergency. Since then, the stay-at-home demand has leveled off a bit, and the market has remained flat 
after peaking at that point, but the use of EC has also increased, and we have been able to grow considerably 
compared to last year. 

We believe that the need for EC will continue to grow after this, and we hope to maintain a high level 
thereafter. 
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This is followed by the quarterly operating income trend. The stock-type business such as Lolipop! and COLOR 
ME Shop performed well. In addition, minne, the Handmade Products business, became profitable from 2019 
onward, and the distribution value of EC-related services grew significantly last year due to the increased time 
at home. Accordingly, operating income has been increasing. 

For the previous quarter, Q4 of 2020, there was a temporary decrease due to intensified promotions. However, 
in Q1 of 2021, the situation has returned to the previous trend. Although it is a little weaker than Q2 of 2020, 
we are achieving solid growth. 
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In addition, as I mentioned earlier, we have transferred our existing services in order to select and concentrate 
our business. 

In Q1, we transferred the web content creation business of our consolidated subsidiary GMO Creators 
Network. 

Also, in Q2, we transferred our blog media service business JUGEM of GMO Pepabo, or the Company, on April 
1. 

Creators Network will focus on the FREENANCE business, while the Company will focus on the EC business, as 
we aim to achieve further growth. 
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Next is the business results by segment. 

The numbers are as you can see. I will explain the details later. 

In the Hosting business, we are aiming for business collaboration of Lolipop! and MuuMuu, and the number 
of Lolipop! subscriptions has increased. As a result, both sales and operating income have increased. 

The EC support business and handmade product business maintained their strong performance from the 
previous year due to various measures such as special sales and events. 

In addition, in the financial support business, the purchase amount of invoices is on a recovery trend, resulting 
in a significant increase in sales and an improvement in operating income. 

I will now explain each segment separately. 
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First, the hosting business. 

Net sales were JPY1,185 million, 103.7% YoY, and operating income was JPY341 million, 100.5% YoY. 
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The following are the details of each major service. This is Lolipop! 

Net sales were JPY489 million, or 107.3% YoY. Operating income was JPY228 million, or 105.1% YoY. 

As the ratio of high-end plans has increased, the unit price per customer has risen. In addition, the number of 
subscriptions has been increasing due to the strengthened cooperation with MuuMuu domain and the results 
of advertising measures. 
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Next is the domain name acquisition service of MuuMuu domain. 

Net sales were JPY540 million, or 103.3% YoY, and operating income was JPY72 million, or 100.3% YoY. 

Although new contracts have been struggling and the number of contracted domains has decreased, the 
domain renewal rate has increased and the unit price of domains has also risen, resulting in increased sales 
and profits. 
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Next is the EC support business. 

Net sales increased significantly to JPY1,130 million, or 162.3% YoY, and operating income was JPY267 million, 
or 116.8% YoY. 
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Next, COLOR ME Shop, an online store creation service. 

Net sales were JPY471 million, or 134.4%YoY, and operating income was JPY223 million, or 115.4% YoY. 

Although the number of subscriptions remained almost unchanged, sales and profits increased due to up-
selling and cross-selling measures, as well as an increase in distribution value, which led to a rise in the unit 
price per customer. 
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Next is SUZURI, a service for creating and selling original goods. 

Net sales were JPY575 million, or 224.2% YoY, and operating income was JPY14 million, or 105.1% YoY. 

Due to the introduction of additional new items and the success of the New Year's sales, the distribution value 
remained strong, and the number of members reached a record high. 

As a result, sales more than doubled from the same period last year, but on the other hand, operating income 
was only 105.1% YoY due to an increase in advertising and personnel costs. 
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Next is the handmade products business. 

The handmade products business, to which minne belongs, recorded sales of JPY518 million, or 113.2% YoY, 
and operating income of JPY85 million, or 106.4% YoY. Just like last year, we decided not to hold large-scale 
events. However, we still maintained a high level of distribution value due to the implementation of plans to 
support new lifestyles such as entering kindergarten and school, resulting in increased sales and profits. 

In Q4 of the previous fiscal year, operating income was negative due to a temporary increase in expenses from 
enhanced promotions. This has recovered already. 
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Various KPIs for minne are as shown here. 
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Next is the distribution value, the unit price per order and the number of orders. 

When the state of emergency was declared in April last year, the distribution value increased sharply due to 
the stay-at-home demand, and has been able to maintain a high level since then due to the increased time at 
home. Distribution value was JPY3.98 billion, or 117.1% YoY. 
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The last one is the financial support business. 

The financial support business includes FREENANCE, which has been consolidated since Q2 of 2019, so the 
graph starts from that point on. 

Net sales were JPY44 million, or 147.8% YoY, and operating income was negative JPY45 million. Compared to 
the same period last year, profit improved by JPY41 million. 
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And here are various KPIs. 

After the declaration of the state of emergency last year, orders to FREENANCE and work orders to freelancers 
decreased, and the use of public benefits increased. As a result, the number of users decreased considerably 
in Q2 and Q3 of the previous fiscal year. The situation has bottomed and is now on a recovery track. 
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This is the purchase amount of invoices. 

By strengthening API collaboration, OEM offerings, etc., with companies that have a strong relationship with 
FREENANCE, which have been started since 2020, the purchase amount of invoices was 145.5% YoY. 

On the other hand, we are aware that the external environment surrounding freelancers is still very 
challenging, so we are keeping a close eye on where we need to step on the gas pedal in order to scale our 
business in the long run. 
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Next, I would like to talk about our focus areas for this fiscal year. 

I will explain the measures for EC-related services. 

Among our EC support business and handmade products business, the 3 services of COLOR ME Shop, SUZURI, 
and minne are what we call EC-related services. The business model of each service is as shown here. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
25 

 

 

As you all know, this is the distribution value of the entire EC market. 

I will skip the details, but we are aware that the overall distribution value of the EC market is continuing to 
expand, and we will see an increase in approaches that can incorporate the needs of EC, as well as offline 
areas and domains even when using EC, including areas that connect online and offline, as opposed to the 
past where there was only EC. 

In such an environment, the distribution value of our business is also on the rise, with a 42% increase in 
distribution value YoY. 
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Even after Q2, when the COVID-19 was affected, the overall distribution value was still high. For example, for 
minne and SUZURI, there was a seasonality and a trend of temporary increase in stay-at-home demand, but 
if you look at the overall situation including COLOR ME Shop, there is no particular decrease. After all, you can 
see that the needs of the entire EC site are steadily increasing. 
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Next is the progress of the measures planned in 2021 for EC-related services. 

As I mentioned at the last financial results briefing, by implementing the measures you see here in each of 
our businesses, we are planning to increase the distribution value of EC-related services by 14% YoY and 
increase our overall take rate by 0.5% points in the fiscal year ending December 31, 2021. 
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Each of the measures taken up to Q1 and future plans are as described here. 

For COLOR ME Shop, we focused on app linkage and support for local businesses. As EC continues to grow, 
the existing EC businesses will also grow. 

There are also people who will be entering the market in the future, and people who have not been involved 
in EC so far. People with the issue of IT literacy, information [inaudible], and people in rural areas who are a 
little closer to production may also participate in EC. 

For example, we are working with regional banks to develop new business opportunities. Or, when new 
customers want to start using services right away, our COLOR ME Shop service itself has been focused on 
those who operate full-scale EC sites. So, for people other than those, we will improve the convenience of the 
interface that is simple and easy to start. This is a measure for this fiscal year. 

For example, there has been a slight delay in measures such as early start of credit card payment, but we 
believe that we can launch these measures in Q2. 

As for SUZURI, we believe that adding new items will lead to increased distribution and creators, so we 
recognize that adding new items will be very important this fiscal year. 

We had hoped to launch some items such as masks during Q1, but after making various adjustments, we 
released the masks today, and the launch of other items is progressing smoothly. 
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In addition, minne will continue to focus on planning events from Q2 onward, not offline but online events, 
and improving the functions of the app to increase the purchasing rate. 

  

The progress of business results for each business segment for the fiscal year ending March 31, 2021 is as 
shown in the table. 

As for the hosting business, we are making steady progress as usual, partly because the stock is not seasonal. 

The rate of progress in the EC support business appears to be low, but since the plan is for SUZURI sales and 
profits to increase in Q2 and beyond, the situation for Q1 is as planned. 

In the handmade products business, we expect to expand our business performance in Q2 and beyond, and 
we will continue to aim to expand earnings through various measures as I mentioned earlier. 

Next, in the financial support business, the purchase amount of invoices decreased last year due to the impact 
of COVID-19, but this fiscal year we hope to gradually accelerate the move toward profitability by 
strengthening collaboration with external companies and other measures. 

Finally, with regard to the overall progress of the current fiscal year, Q1 of the fiscal year ending December 
31, 2021 has started off on a particularly good footing, with YoY growth exceeding 20%, as originally stated in 
the plan. 

We have several measures in place to further drive the summer sales from Q2 onward, as well as the summer 
season, so we will continue to focus on EC-related services to expand our earnings. 
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That's all I have to say. Thank you very much for your attention. 
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Question & Answer 

 

Moderator: We will now move on to the Q&A session. Now, I would like to call on the first questioner. Daiwa 
Securities, Mr. Tokunaga. 

Tokunaga: Thank you very much. I have 3 questions. 

First. I think the trend was that a state of emergency was declared, and we had a stay-at-home Golden Week 
holidays. How should we think about the impact of these various events, such as the declaration of a state of 
emergency and staying-at-home, and their impact on your company's performance? I think that the impact 
was very positive at the time of the first wave, but the fourth wave will not be so positive for EC-related 
companies. Please let us organize the understanding about that. 

Sato: You're right. Compared to the same period last year, we haven't seen a huge increase. For now, we have 
not observed any movement in response to the declaration of the state of emergency, such as an increase in 
the number of active accounts or an increase in EC purchases. That's it, simply put. 

Tokunaga: I understand now. Thank you. The second point. I think that COLOR ME Shop has seen a significant 
increase in sales. If we break this down into revenue per transaction, cross-selling and up-selling, what is 
driving this growth, and will this continue? Please tell us. 

Sato: With regard to COLOR ME Shop, there are basic stock, transactions, and up-selling, but the stock has 
been steady and has not changed significantly. 

As for transactions, the base has not changed that much since last year's growing demand for EC. Seeing the 
EC sites as a whole, the distribution of existing stores built with COLOR ME Shop is growing, so the sales are 
strong. 

On the other hand, one of the special factors in Q1 was the occurrence of some one-shot projects. There are 
IT introduction subsidies, which provide support money when an EC site is created, and there have been some 
cases of EC site construction involving that in the form of one-shot projects. I think this is a special factor. 

Mr. Igashima, if you have anything to add, please. 

Igashima: No, it is as CEO Sato just explained. 

Tokunaga: Do you think that the growth in the last 2 to 3 quarters is because transactions are increasing, or 
because cross-selling and up-selling are progressing smoothly, or due to both of these? I think the revenue 
increased by about JPY120 million YoY, just for the quarter. How should we break this down? 

Sato: It's a combination of both factors. In particular, there is an increase in the number of transactions. 

Tokunaga: Thank you very much. In the presentation materials, there was something about increasing the 
number of credit card payments, but can we assume that this will also lead to some kind of further growth in 
transaction revenue? 

Sato: Yes. You're right. One of the points where COLOR ME Shop is losing out to competitors is the slow speed 
of introducing credit card payment. Also, even if we look at the overall distribution of COLOR ME Shop, there 
are still some distributions that are not able to complete the transaction or return the kickback to us, so we 
need to increase this ratio. 
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Our major goal for COLOR ME Shop this fiscal year is to increase the take rate, so one of the measures we are 
taking to achieve this goal is to speed up the introduction of card payments and increase the ratio of card 
payments. 

Tokunaga: Thank you very much. The third point. In this quarter, the profit progress was quite high, and I 
think you mentioned a month-to-month delay in cost. What exactly is this delayed cost related to, and which 
quarter does it appear in? 

Also, please let us know how much of the EC-related costs you disclosed last time were spent on promotion 
in this quarter, if you have any figures. That's all. 

Sato: Okay. Let us give you a breakdown from Mr. Igashima. 

Igashima: As for the month-to-month delay in costs, the breakdown is as follows: outsourcing costs, 
commissions paid, et cetera, which were moved to Q2, to April. This is the first point of the question. 

Sato: And the promotion cost of EC? 

Tokunaga: That's right. Please give us some kind of outlook on this. 

Sato: In terms of the overall trend, we invested a lot of promotional costs in EC-related services after the 
declaration of the state of emergency last year, especially in Q2 onward. In particular, we invested in minne 
and others from Q3 to Q4, but we did not go that far in Q1. 

On the other hand, there has been an increasing trend in services whose top-line are growing, such as SUZURI, 
but I don't think the overall number has increased that much. The impact of SUZURI is still large in part. I think 
minne and COLOR ME Shop were not invested that much. 

Tokunaga: Thank you very much. Also, how much is the cost of the month-to-month delay? 

Igashima: The amount is not that large. It is not at the level of hundreds of millions of yen at all. 

Tokunaga: I understand very well. That's all. Thank you very much. 

Sato: Thank you for your questions. 

Moderator: Thank you very much. As there are no further questions, this concludes the GMO Pepabo, Inc. 
online financial results briefing for Q1 of the fiscal year ending December 31, 2021. Thank you very much for 
joining us today. 

Sato: Thank you very much. 

Igashima: Thank you very much. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
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