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IGNIS Ltd. (TSE Mothers : 3689)
IGNIS

Business Profile

-IGNIS (the Company) designs, develops and operates “Free Native Apps” and
“Native Social Games” for smartphones. The Company has 8 affiliated companies (1
in the United States). They are expanding their business in different genres and
overseas through each of these subsidiaries.
-The native social game “BOKU & DRAGONS" continued to perform favorably, and
contributed to record high sales and operating profit for the full fiscal year,
the highest since the Company’s listing.
-The Company announced its Medium Term Business Plan (up to 2020). While the
Company will continue to strengthen their existing businesses, they will establish
two businesses, namely a Life-hack business (offering new services which work
together with apps, by utilizing IoT) and a contents business (this will be
established with Messrs. Yasushi Akimoto and Yutaka Matsuo, with VR (virtual
reality) at its core) , and will expand its business beyond the domain of providing
smartphone apps. The Company'’s target for FYE September 2020 is 15 billion
yen for sales and 6 billion yen for operating profit.
-FYE September 2017 will be a year to prepare launching these new businesses.
While continuing to strengthen the earnings base for existing businesses, the
Company will aggressively make investments (budgeted for 1.5 billion yen) and will
aim to make the new businesses profitable sooner. Forecasted sales for FYE
September 2017 is 6 billion yen, excluding the contribution from VR and new game
titles.
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By creating a portfolio of new businesses, seeks to
grow out of a company just specializing in “apps”
(Review for FYE Sep 2016, Medium Term Business Plan)
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Cum, Q4 (12mths) FY 2016 (Units: million Yen)

12 mths

FY 2016
Sales 2419 5585 230.9%
Free Native Apps 766 753 98.3%
Native Social Games 71,652 4,832 2925%
Operating Profit A38 1,474 -
OP maregin - 26.4% -
Ordinary Profit A148 1,465 -
Ordinary Profit marein - 26.2%| -
Net Profit A306 1,087 =
Net Profit margin - 19.5% -

{Overview of Results)

Sales for FYE September 2016 was 5,585 million yen, a huge increase of 2.3 times
that of last year, and operating profit was 1,474 million yen, a significant rebound
from the operating losses the previous year.

The native social game “BOKU & Dragons” continued its favorable performance, with
their sales at 4,832 million yen, approximately 2.9 times larger than the previous
year. The performance of “BOKU & Dragons” in the latest Q4 (3 months) was
103.1% qgoqg, and 116.3% yoy, and sales are continuing to show a growing trend.
Looking at operating profit for Q4 (July-Sep 3 month quarter), this was 87 million
yen lower than Q3 at 271 million yen. This however is the effect of advertising and
promotional expenses (66 million yen increase) and increase in commission (59
million yen increase), which relate to technical issues, and therefore not as a result
of a change in the fundamental profit earning structure of the company.
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*Rent etc. includes depreciation and amortization expenses for HQ facilities
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Other expenses seem to be contained overall, and it could be said that the Company
continues to be operated in a stable manner.

{Progress in business)

FYE September 2016 was, from an accounting perspective, a year of financial
performance recovery. From a business perspective, it was a year for the Company
to shift their axis of their business. As they have shifted from creating small-sized
apps such as casual games to medium-sized apps such as “BOKU & Dragons”, their
revenue structure has changed from a “flow-based”— where revenue is generated
from creating numerous small sized apps in a short period of time— to a
“stock-based” — where you put more emphasis on operating of the app and generate
revenue throughout the longer life time of the app— revenue. Additionally, the
Company released two services/products; an SNS app “with”, which should become

rmn

their second pillar to underpin their earnings structure, and “mornin’” (a device

which enables automatic open/shut of curtain to wake people up in the morning),
which by utilizing IoT technology, offers a “real” experience, beyond what was
provided by conventional apps. As these examples show, the Company has created
in the last year, new “stock based” business which should contribute to the
Company’s performance moving forward.

[Overview of FYE September 2016)

Creation of new
experiences such as
Online Dating “with” or
Shifted to Smart appliance

Mass production “mornin” 7

of small apps for development of mid-

business growth size apps and social £/ I mornin’
games
FYE Sep 2014 FYE Sep 2015 FYE Sep 2016

(company presentation)
For the individual businesses, below is worth noting;

mBOKU & Dragons : Achieved 3 million downloads in a year and 10 months. Have
constantly maintained their rankings in the 50" or above level, and is recognized as
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a popular game among users. This game did not air large scale TV advertisements
which are common in the game industry, but expanded the business in an effective
and efficient manner by holding collaboration projects with external contents (for
example, with popular animation characters), which was considered
epoch-making.

m with : Inviting the “mentalist” DaiGo, established an attractive match-making
venue, which goes beyond just providing a meeting place. In approximately 5
months since its release in March 2016, it has secured its position in the top 20 for
the sales ranking for domestic SNS. It is also seen as 3™ in the industry for dating
websites, although a late comer.

mmornin’ : A unique home electric appliance which allows people to wake-up more
naturally; 8,000 units have been sold in 3 months since its launch.

{Medium Term Business Plan)

What was most noteworthy of the Company’s presentation this time was their
Medium Term Business Plan, which shows the Company’s roadmap up to FYE
September 2020. The Company announced that in accordance with its business
mission of “Creating new standards, over and over again”, that they will create “an
organization where there is a fusion of creativity and technology at a higher level”;
and that in addition to the existing 3 businesses (communications, native games,
and media) they will establish 3 new businesses in the area of VR (virtual reality),
life hack and others.

FYE Sep 2016 FYE Sep 2020

Virtual Reality

TBD

Native Game Native Game

o
T
o
3
g
3
3
|
o]
5
-
F
]
]
X,
1
J
m

Media Media

For existing businesses, they will strengthen their earnings power by taking the
steps explained below.
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FYE Sep 2017 FYE Sep 2018 FYE Sep 2019 FYE Sep 2020

Higher margin Further
by better Ul c) additional
and function value

advanced quality and wider scope

Confirm LaUI"ICh of
Native Game new titles,
Sg;};;qow contribute

to the profit
new titles and confirmed Cash Cow position

-
: Launch of Higher margin by
Media s new media higher media value

new media value creation by stronger commitment in advertisement

Achieve lasting Cash Cow position
by attentive development

The measures for the new businesses will be as follows-

For the life hack business, further the utilization of IoT technology from Robit Inc.
and launch new products which fuse apps and hardware that will offer a new
experience.

In order to do so, the Company will strengthen mass production systems as well as
distribution channels, to enable smooth expansion of new products in the
development pipeline.

For the VR business, the Company intends to expand it with its newly established
subsidiary, which was just announced, (Pulse Inc.) at its core. (According to the
announcement that the Company made in November 11, the following people will
be participating in the business: Mr. Yasushi Akimoto who is known as a producer of
AKB48 - Nogizaka 46 - Keyakizaka 46 (female idol groups), Mr. Yutaka Matsuo
Project Associate Professor at the University of Tokyo and well known for his
research on artificial intelligence, and DaiGo, a mentalist, who is supervising the app
“with”)

In order to expand the business mentioned above, the Company has decided to
make FYE September 2017 a year to make investments for future growth, and the
profit structure for the future years (under the medium business plan) is planned as
follows:
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New
Business

% share of operating profit

New
Business

15%

Investment in
New Business

Existing
Business
70%

Existing

Business

1.5 bilion yen|
‘ 85%

Existing

Existing Business

Business
FY2017 FY2018

FY2019 FY2020

As seen above, in FYE September 2017, the Company intends to allocate 1.5 billion
yen for investment into new businesses. By doing so, they will aim to have these
businesses generate profits sooner, and expects these new businesses to contribute
to company profits from FYE September 2019.

The Company also targets sales of 15 billion yen and operating profit of 6
billion yen for FYE September 2020.

{Business Plan for FYE September 2017)
As mentioned above, the Company will be making investments for the future for FYE
September 2017, and their basic plans will be as mentioned below:

1st Year of the New Business Stage

We continue pursuing the effective and efficient investment proactively

Native G : Establish lasting profit-generating
D SRR 4 J structure for “BOKU and Dragons”

|

Acauire higher sales ranking by
function enhancement

Medi ™ Increase advertisement income by
edid S creating higher media value
Establish multiple sales channels

If one maps this in a product portfolio, the business structure is such that “BOKU &

MBS
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Dragons” is positioned as a Cash Cow, followed by “with”; these two are supporting
the Company’s earnings.
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The forecast sales amount for FYE September 2017 is 6 billion yen, a 9% increase
yoy (this does not include the VR business and sales from new game titles) , and it
seems that a significant portion will come from “BOKU & Dragons” and “with”. On the
other hand, as the Company plans for new investment in the order of 1.5 billion yen,
it is estimated that their operating profit would be less than that of FYE September
2016 (the Company has not disclosed their profit forecast).

The Medium Term Business Plan which will start from October 2016 (FYE
September 2017) will be the first of its kind since the Company’s listing in the
TSE. This shows the Company’s resolve to grow out from the existing
business of smart phone apps, and it is not too much to say that by returning
to the Company’s mission of “Creating new standards”, it will leap into a new
dimension with new business developments.

The Company’s establishment of a VR subsidiary which made a significant
impact to the stock market is only a start; it is expected that the Company will
bring similar surprises to the market.

SIR intends to continue to monitor the Company’s new challenge to “create
the next new standard”, and to report on its growth process.

Yuichi Sekiguchi
CEO, Strategic IR Insight, Inc.
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Global Disclaimer

This document has been prepared by Strategic IR Insight Inc. (hereafter “SIR"). This document is for
distribution only as may be permitted by law. It is not directed to, or infended for distribution to or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to
law or regulation or would subject SIR tfo any registration or licensing requirement within such
jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it a
solicitation or an offer to buy or sell any financial insfruments or to participate in any particular
frading strategy. No representation or warranty expresses or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained in this document (‘the
Information’), except with respect to Information concerning SIR. The Information is not intended
to be a complete statement or summary of the securities, markets or developments referred to in
the document. SIR does not undertake to update or keep current the Information. Any opinions
expressed in this document may change without notice and may differ or be contrary to opinions
expressed by other business areas or groups of SIR. Any statements contained in this report
attributed to a third party represent SIR's interpretation of the data, information and/or opinions
provided by that third party either publicly or through a subscription service, and such use and
interpretation has not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or
recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise
constitutes a personal recommendation. Investments involve risks, and investors should exercise
prudence and their own judgment in making their investment decisions.

Research will initiate, update and cease coverage solely at the discretion of SIR. The analysis
contained in this document is based on numerous assumptions. Different assumptions could result
in materially different results. The analyst(s) responsible for the preparation of this document may
interact with trading desk personnel, sales personnel and other parties for the purpose of
gathering, applying and interpreting market information.

SIR specifically prohibits the redistribution of this document in whole or in part without the written
permission of SIR and SIR accepts no liability whatsoever for the actions of third parties in this
respect. Images may depict objects or elements that are protected by third party copyright,
frademarks and other intellectual property rights. All rights reserved.
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