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GIR Earnings View

H D RECOM B8 The company announced its full-year results for the fiscal year ending March

with entertainment . .

31, 2022, after the close of trading on May 12, 2022. Full-year sales declined
11.1% YoY to 10.53 billion yen, operating profit fell 22.5% YoY to 1.59 billion
yen, and net income fell 50.3% YoY to 810 million yen. In the fourth quarter
(January-March), sales declined 8.7% YoY to 2.45 billion yen, operating
profit fell 53.6% to 170 million yen, and net loss was 46 million yen.

] Compared to the company's full-year forecast announced in January, net
sales fell short of the forecast by 3.4% (370 million yen), operating income
Summary of Full Year by 6.4% (110 million yen), and net income by 19.3% (190 million yen),
Financial Results for respectively. The main reasons for the shortage were (1) the impact of lower-
the Fiscal Year Ending than-expected sales of new titles, (2) the advance recording of 60 million yen
March 31, 2022 in operating expenses for the current fiscal year, that was at a risk of
occurring in the next fiscal year, and (3) the recording of a total of 310 million
yen in extraordinary losses, including impairment losses on game-related
assets and losses on the revaluation of investment securities. This was mainly
due to the early handling of the problem caused by the softer performance
of new titles.

BE The announcement of the first dividend (5 yen) at the same time as the full-
year results is a noteworthy change, and can be seen as a sign of the
company's confidence in its ability to generate cash in a stable manner.

B8 The company's forecast for fiscal year ending March 31, 2023, announced
simultaneously with the current full-year results, calls for sales of 13.0
billion yen (+23.5% YoY'), operating profit of 2.0 billion yen (+25.7% YoY),
and net income of 1.2 billion yen (+48.6% YoY). The company had
previously announced forecasts only for the following quarter, but switched
to a full-year basis in FY23/3. This is likely due to the fact that the company
has settled on a stable outlook for the game business.

BE The FY 23/3 is likely to get off to a solid start with the anniversary events of Outlook for FY2023
mainstay titles coinciding in the first quarter. The company expects a total
of three new releases, including Wizardry VA (tentative), to contribute to
earnings in the second half of the year. The company expects operating
income of 2.0 billion yen, close to its record high (2.05 billion yen in
FY21/3), despite increased expenses, including a 480 million yen increase
in advertising costs associated with the release of new titles and a 390
million yen increase in R&D costs for new businesses.

See the final page for important disclosures.
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BE As for new businesses, the publishing business plans to release more
than 10 new titles in 2H, and "Rooot," a Twitter-based fan community
promotion service, is expected to continue to grow steadily. Although
the company does not expect its Web3 businesses to produce revenue
this fiscal year, it has several projects underway, including the
development of blockchain games and an NFT project, which aims to
create IP.

Outlook for FY2023

(cont.)

28 The company's mid-term goal is “to become a comprehensive
entertainment company that provides a wide variety of digital
entertainment content globally with focus on IP.” As seen above, the
company's forecast for FY23/3 is 13 billion yen in sales (+23.6%
YoY) and 2 billion yen in operating profit (operating profit margin of
15.4%). As shown in the chart below, the company plans to maintain
a revenue growth rate of over 20% and an operating profit margin of
15%, by actively investing the cash generated from the game
business while continuing to return profits to shareholders until
FY25/3. “Rooot" is already becoming profitable, and several
concrete projects are underway in the publishing and Web3
businesses. We will keep a close eye on future developments.

Future Development
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Source: Global IR, Inc. from company data (Financial Results for the Fiscal Year Ended March 31,2022),
p20 (https://drecom.co.jp/ir/140120220512542564.pdf)
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Income Statement

(JPY mn)

FY21/03 FY22/03 FY23/03
Year Ending 4Q Q4|1Q-4Q| 1Q-4Q
1 2 4Q[1Q-4 1 2
Q QI 3Q Q Q Q 3Q CE | Actual CE | Actual
Accounting
Standard Japanese GAAP
Sales 10,150 3,303 2,882 2971 2685 11,841 2661 2524 2893 2822 2450 10,900 10,529 13,000
YoY -53% 46.6% 28.9% 19.7% -155% 16.7% -194% -124% -2.6% 51% -8.7% -7.9% -11.1%  235%
Gross Profit 2192 1067 889 1,120 921 3997 1,040 957 1,023 776 3,797
YoY 5287% 87.1% 60.1% 90.8% 92.0% 82.32% -25% 7.7% -8.7% - -15.7% -5.0% -
G Profit
rosfv,arrc;ik 216% 323% 309% 37.7% 343% 338% 391% 37.9% 354% 31.7% 36.1%
SG&A 1575 443 461 488 552 1944 536 494 570 605 2,205
YoY -21.7% 0.3% 31.1% 257% 404% 23.4% 209% 7.2% 16.8% - 9.6% 13.4% -
Operating
income 617 624 428 632 369 2053 504 463 453 280 171 1,700 1,591 2,000
YoY - 386.4% 110.1% 218.3% 326.8%  232.7% | -19.2%  8.1% -28.4% -24.1% -53.6% -17.2% -22.5%| 25.7%
Operatin
incomg margig 6.1% 189% 14.9% 21.3% 13.7% 17.3% 189% 184% 156% 99% 7.0% 156% 151%  154%
Ordinaryincome 636 609 423 622 366 2,019 492 449 440 268 161 1649 1542 1,900
YoY - 301.4% 194.6% 183.8% 200.8% | 217.5% | -19.1%  6.1% -29.3% -26.6% -56.0% -18.3% -23.6%  23.2%
Net income 711 467 359 473 326 1625 301 311 241 147 46 10000 807 1,200
YoY - 282.4% 291.7% 167.3%  1.6% 1284% | -35.6% -13.3% -49.0% -55.0% -114.1% -384% -50.3%| 48.6%
Net income
margin 70% 150% 13.0% 16.0% 12.1% 13.7% 11.3% 123% 83% 52% -19% 92% 7.7% 9.2%

Source: Global IR, Inc. based o

n company’s annual securities report

Note: CE=Company Estimate. Rounded under JPY mn. Rounded to one dicimal place. *Caluculated by Global IR, Inc.

| ‘Financial Data (Consolidated, Full Year)

Per-Share Data

FY 18/3

FY 20/3

(Consolidated)
FY 21/3

Year Ending
Total No. of Shares outstanding (,000)
EPS

14,371 28,742 28,819 28,894 28,976 29,073
29.7 -1.2 -60.5 25.0 57.0 28.3
29.7 - - 25.0 56.9 283

113.2 106.7 47.9 74.2 132.9 159.1
0 0 0 0 0 5

Year Ending FY 19/3 FY 20/3 FY 21/3
Depreciation 214 299 462 382 626 537
Sales Cash Flow 846 -79 78 691 3,196 1,603
Investment Cash Flow -456 -1,958 -123 -101 -1,140 -1,766‘
Financial Cash Flow 1,345 2,288 271 -1,188 968 -388
Financial Data (%)
Year Ending FY 18/3 FY 20/3 FY 21/3
ROA 16.7 0.4 -16.8 9.5 25.2 16.0
ROE 355 6.6 -78.2 41.0 55.0 194
Equity Ratio 47.0 33.2 19.6 329 39.5 46.9‘

Source: Global IR, Inc. based
Note: Rounded under JPY mn.

on company’s annual securities report.
Rounded to one dicimal place. *Caluculated by Global IR, Inc.
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Disclaimer

This report has been prepared by Global IR, Inc. (GIR) under a contractual arrangement with the company
described in this report (“the company”). The report is provided for informational purposes only. It is not
intended to solicit or recommend investment in the company’s securities. While the information and views
contained in this report have been obtained from sources that GIR believes to be reliable, or created on
the basis of publicly available information, no guarantee is offered with regard to their accuracy or
completeness. Our analysis is in any case provided with an emphasis on accuracy and objectivity, and
pays the utmost attention to neutrality and independence. In addition, based on discussions with the
relevant business owners, and others, and original on research, perspectives that we consider important
to investors have been provided, on the basis that they are GIR's own opinions. GIR is not responsible
for any loss or damage resulting from the use of this report. Investment decisions in the relevant corporate
stock are at the reader's own judgment and responsibility.
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