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IGNIS

Business Profile

-IGNIS (the Company) designs, develops and operates “Free Native Apps” for
smartphones. The Company has 13 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
(FYE Sep 2016), 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 new businesses, namely a Life-hack business (offering new services which work
together with apps, by utilizing IoT) and VR (virtual reality) business (established
with Messrs. Yasushi Akimoto and Yutaka Matsuo and DaiGo 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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Embarking on proactive investments for medium

to long term growth (Review for Q1 FYE Sep 2017)
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{Results Overview)

(Uni:Milion Yen) Tote | Yaoie [T Yt o
(Oct-Dec) (Jul-Sep) (Oct-Dec)

Sales 1,321 1,550 1,416 107.2% 91.4%
Community 17 76 135 786.2% 177.9%
Native Games 1,233 1,349 1,168 94.7% 86.6%
Others x 71 124 112 157.9% 90.2%

Operating Profit 409 271 148 36.3% 54.8%

Operating Profit Margin 31.0% 17.5% 10.5% - -
Ordinary Profit 405 267 136 33.5% 50.8%
Ordinary Profit margin 30.7% 17.3% 9.6% - -

Net Profit 230 87 67 29.3% 77.3%
Net Profit margin 17.4% 5.6% 4.8% - -

Sales for Q1 FYE September 2017 was 1,416 million yen, at 107.2% YoY and 91.4%
QoQ. The sales decline QoQ was because of Studio King Inc., an affiliate and the
operating company for "BOKU & Dragons”. Up until last fiscal year, this company was
a consumption tax exempt company (where newly established companies and
others which meet certain criteria such as their taxable revenue being under 10
million yen are exempt from paying consumption tax and exempt from paying taxes
In that sense the sales decline is a “technical” decline in accounting terms, in that
their sales figures which included the consumption tax amount last year excludes
such amount in their financial statements starting this quarter.
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If we compare numbers on a year-on-year basis, and show the consumption tax
component of sales, the sales “excluding” the consumption tax equivalent amount
for last fiscal year is calculated at 1,235 million yen. The breakdown of the impact
per business segment is as follows- for the “Community” business (including the
match-making marriage app “with”) has increased by 118million yen from 1 million
yen to 119 million yen, native games decreased by 64 million yen (but was an actual
increase of 33 million yen); and overall, sales actually increased on a net basis when
compared on a year-on-year basis (excluding the accounting effects of the
consumption tax).

That said, on a quarter-on-quarter basis, excluding this technical/accounting effect,
the revenue growth was flat, which may be suggesting that while “with” is on a
growth trajectory, “BOKU & Dragon” sales is reaching a plateau.

These results for sales is however, within the expectation of management, as the
progress to date is 23.6% of the full-year guidance of 6 billion.

Operating profit was 148 million yen, a significant decline at 36.3% YoY and 54.8%
QoQ. This too however can be understood as a result of implementing business
investments planned at around 1.5 billion yen for the full year (including R&D
expenses for new businesses and sales promotional expenses for existing
businesses) .

As the graph on expenses below indicates, there are R&D expenses of 95 million yen
(which was not seen last fiscal year), and advertising and promotional expenses of
307 million yen, which shows that the Company is steadily planting the seeds
(making investments) to ramp up existing businesses as well as making efforts to
launch and monetize the new businesses.
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H Quarterly trend in expense breakdown (Unit: million yen)
1,500

1,000 s

500

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

Sep 2013 Sep 2014 Sep 2015 Sep 2016 Sep

2017
others 46 63 65 48 97 103 107 172 128 104 110 134 145 197 203 227 253
HR8D - - - - - - - - - - - - - o 11 43 95
Commission 8 4 6 7 7 10 14 15 15 21 24 26 28 18 22 8 31
Rent etc. 1 1 9 18 16 16 16 16 16 50 63 63 64 57 43 48 49 55
Platform fees 32 0 0 2 1 20 51 42 23 0 27 132 321 332 323 359 383 364
pr:r::fi’:ns‘“g and 6 17 59 40 116 75 17 185 20 59 222 350 210 124 273 339 307
MHiring expenses 1 13 9 14 8 1 7 6 0 5 6 8 14 20

Personnel expenses 27 31 37 42 48 70 89 104 117 119 124 126 131 140 138 140 141

Taking a closer look at the business investments, if we "remove" the impact of R&D
expenses (95 million yen) which is part of the investment for new businesses, the
"adjusted" operating profit amounts to 243 million yen. While the OP margin is not
so high compared to that of Q1 the previous year, this is a result of making
investments to strengthen existing businesses to achieve the Medium Term Plan,
especially on advertising and promotion for the Community business "with", to
increase their membership numbers. In essence, it is to solidify the Company's
foundation in their move towards their next step. For the other expense items, we
see overall that the business continues to be firmly managed with a stable operating
system in place.

{Progress status of each business)

The existing 3 business lines (“Community” with [with] as its main pillar, “Native
games” and “Media” with [ BOKU & DRAGONS | and [ U-NOTE ] at its
core) "Native games” continue to show stable performance. Especially for “with”, it
has secured its ranking position in the early teens in the domestic (Japan) SNS (see
graph below) . The app has also added a new function of “Ultra personality analysis”
in January 2017, and aims to further increase membership by strengthening
promotional activities. It can be said that this business is steadily growing into the
next pillar for the Company, following the example of “BOKU & Dragons”.
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([iPhone SNS Domestic Sales ranking]
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Also, in the area of VR, Pulse Inc. is currently developing several projects
simultaneously. The time necessary till launch depends on the project type (those
related to preventing dementia is expected to take longer), but as the Company
believes that being tenacious about creating high quality is key to their success, it
would be necessary to look at the business from a longer time span. We hope to see
a “dream inspiring release” moving forward.

o MScveral projects are planned for Pulse’ s VR business
(Working with Messrs. Akimoto, Matsuo and DaiGo to realize projects)
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Vigorously working on preparing multiple projects !
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It has only been 3 months since the Company announced its Medium Term
Business Plan. Implementation has just started this quarter, and is still
difficult to make an assessment at this stage.

That said, "with" of the Community business is showing steady growth, and
"BOKU & Dragons" of the Native Game business is also maintaining steady
revenue; we therefore think that the Company is off to a decent start. We also
note that for this year the Company is embarking on proactive investments
for both existing and new businesses, so we hope to see enhanced
performance in the medium to long term.

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 fo, or intended 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 instruments or to parficipate in any particular
frading strategy. No representatfion or warranty expresses or implied, is provided in relation fo 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
tfo 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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