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Cautionary Statement

Discussions of Digital Garage’s current plans and strategies, and outlooks for future
performance, included in this annual report are based on information available as of the
preparation of this report. Digital Garage believes the views expressed are reasonable
as of the time this report was prepared. Nevertheless, risk and uncertainty are inherent
in discussions of the future. Users of this report should bear in mind that various factors
may cause actual results to differ from expectations or outlooks expressed in this
annual report.
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MISSION

MISSION

CONTEXT
COMPANY

REAL CYBER
LOCAL INTERNATIONAL
MARKETING TECHNOLOGY
PRESENT FUTURE

Since its establishment 23 years ago, Digital Garage has
put itself forward as a company that creates contexts for
the internet era. In using the word, “context,” we mean
shared understanding based on relationships, environments,
culture, and ideas. We established DG as a company
that would explore ways for creating internet contexts
incorporating real space and cyberspace — which is set to
expand by leaps and bounds—and linking Japan with the rest
of the world, marketing with technology, and the present
with the future. We also established DG to be a company
that would create contexts useful for the world. And, indeed,
DG has built a solid track record of constantly being at the
cutting edge of internet development, and taking on “first-
in-Japan” projects. We are proud that the history of DG is
the history of the internet in Japan. Looking to the future,
we will remain steadfast in our efforts to add a new page
to the history of the internet by creating new services that
contribute to society. We aim to accomplish much and

welcome anticipation of our results.

ANNUAL REPORT 2018
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HIGHLIGHTS FY 2018 Highlights

Recorded an all-time high for All business segments realize
profit for the first time in nine periods Increased sales and earnings

Entering the 4th stage of incubation toward our 25th anniversary in 2020 The Marketing Technology Segment and Financial Technology Segment
achieve substantial increase in profits, growth accelerates

Consolidated profit Consolidated profit before taxes by segment

DIGITAL GARAGE GROUP 2018 (JPY in Millions) (JPY in Millions)
FINANCIAL TECHNOLOGY SEGMENT

MARKETING TECHNOLOGY SEGMENT
Recurring business

model realized
2017 for FT Segment and
2015 S — MT Segment 3,000 1-959

Amount of
Bengo4.com 2016 transa({tifms breaks 2500
CrowdWorks 1 trillion JPY

Public listing DG Lab established for ET Segment .
usiness

(s DG 1,061
(PY in Millions) 1500 1000 874

1,000

6,000 -

500

2013

- 0
Incubation center

established FY 14.6 FY 15.6 FY 16.6 FY17.3 FY 183 FY 14.6 FY 15.6 FY 16.6 FY173 FY 183

-8 (change of closing date] [change of closing date)
< A i (JPY in Millions) (JPY in Millions)

717
INCUBATION TECHNOLOGY SEGMENT (N[  LONG-TERM INCUBATION SEGMENT

3,500

3,105
s 2,804

2,500 Y - ‘
| 3052 2899 ( 3,176

2,000

1500 ]’325

1,000

500

0
FY 15.6 FY 16.6 FY 17.3 FY 146 FY 15.6 FY 16.6 FY 173 FY18.3 FY 146 FY 15.6 FY 16.6 FY 173 FY18.3

[change of closing date] [change of closing date)

(change of closing date)
*In FY 18.3, the MI (Media Incubation) Segment was renamed to the Long-term

Incubation Segment.
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MESSAGE FROM THE CEQ

OPEN
INCUBATION

2020

Message from the CEQG

Entering the 4th

Stage of Incubation

toward our 25th

KAORU HAYASHI

Representative Director, President
Executive Officer and Group CEO
Digital Garage, Inc.

Anniversary in 2020

Mid-term Business Plan First Year (FY 2018) Financial Summary

Digital Garage Group launched the Mid-term Business
Plan in FY 2018 (ended March 31, 2018) based on the
slogan of “Open Incubation,” which aims to further
advance the technological innovation taking place
through the cooperation with various companies in the
form of “Open Innovation,” and to develop businesses
with future potential through an open ecosystem
facilitated by collaboration with other companies.
The breakdown and creation of the existing business
environment brought about by the emergent rapid
technological innovation offer a chance, and while
going beyond the boundaries of business areas, we
are collaborating openly with all companies taking a
forward-thinking approach, from startups to major
companies.

In FY 2018, the first year of the Mid-term Business
Plan, net sales were 60.1 billion JPY, while profit before
income taxes was 7.6 billion JPY, and profit attributable
to owners of parent was 5.4 billion JPY. Profit
attributable to owners of parent recorded an all-time
high for the first time in nine periods. In FY 2018, because
we used a nine-month irregular account settlement as a
result of the change of the closing date for the previous
fiscal year, we have compared annualized figures from
the previous fiscal year (YoY), resulting in a 24% increase
in net sales, 2.4-fold increase in operating profit, a
14% increase in profit before income taxes, and a 16%
increase in profit attributable to owners of parent.

Financial Technology (FT) Segment continued growth
that largely exceeded the overall e-commerce market,
as total amount of payments handled, one of the KPIs*,
rose 20% YoY to 1.5 trillion JPY. In addition to the main
e-commerce sector, the non-e-commerce sector,

on which we are placing strategic focus, is rapidly
expanding in the forms of face-to-face payments, cash
charges, and transfers for virtual currency exchanges.
Marketing Technology (MT) Segment continued its strong
growth driven by performance-based ads centered on
the smartphone and app sectors, with profit before
income taxes rising 37% YoY and particularly strong
fourth quarter sales to financial institutions, which rose
50% YoY. These results in both the FT and MT segments
largely surpassed the 15% growth in profit before income
taxes that was set as one of the KPIs in the Mid-term
Business Plan.

While Incubation Technology (IT) Segment did not
achieve initial forecasts due to some planned sales in
the divestment portfolio being postponed, it still rose
30% YoY. In Long-term Incubation (LTI) Segment, results
at Kakaku com, Inc., an equity-method affiliate, grew
steadily as a result of pursuing long-term investment
development and continuous cash inflow, and in
terms of new businesses, we are moving forward with
preparations in the life design field and healthcare
sector.

In the IT and LTI segments, we have set plans for 2.5
X ROI (return on investment) as a KPI in the Mid-
term Business Plan and believe we have implemented
investment schemes in line with that KPI.

Each segment made a favorable start and exceeded
each KPI in the first year of the Mid-term Business Plan.
Furthermore, we also believe we were able to implement
the various policies forming the first step toward future
growth at in the IT segment, LTI segment, and DG lab,
our R&D platform.

*k Key Performance Indicator

niciaLARAGe | 08
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Expanding our earnings bases centered on the payment business

Looking broadly at our individual businesses, regarding
FT (Financial Technology Segment], this year we created
a foothold toward further growth in our earnings bases.
Specifically, toward the cashless society that we will
welcome in the near future, the development of our
public-funds payment services started in full swing. In
October 2017, we were contracted to provide a service
allowing for the payment of national pension premiums
with credit cards. In October 2018, we began providing
convenience store payment services for administrative
processing fees to Osaka Prefecture. Additionally, in
April 2018, we decided to begin providing a system for a
service allowing national taxes to be paid at convenience
stores nationwide using a QR code without prior
registration starting with 2019 tax returns. Moreover,
in February 2018, we formed a business alliance with
TOSHIBA TEC CORPORATION, which has the largest
share in POS systems both in Japan and overseas, and
are promoting multi-payment solutions for real stores.
Regarding the payment business, with a view to
commercialization in a few years, DG Lab is leading our
development of new payment solutions using blockchain.
As one of those core technologies, in October 2017, we
announced the “DG Lab DVEP (Digital Value Exchange
Platform)”™, a universal framework aimed at a payment
system that can issue independent virtual currencies
on the blockchain used for Bitcoin. We are using the
core technology of our strategic investee Blockstream.
Going forward, we plan to use DVEP to allow credit card

Promoting “Open Incubation”

In IT (Incubation Technology Segment), which identifies,
invests in, and carries out business development for
promising startups represented by Blockstream, we are
expanding DG’s overseas investment business to further
strengthen the incubation stream connecting North
America, Japan, Asia, and Europe. In addition to an Al-
related startup support studio All Turtles Corporation
connecting the San Francisco, Tokyo, and Paris locations
and a Hong Kong-based startup support company Mind
Fund and its Asian network, we began collaboration
with byFounders, a fund formed by a group of founders
of promising northern European startups. We have built
Global Incubation Stream connecting Japan, America,
western Europe, Asia, and northern Europe, and created
an even stronger system to quickly identify, invest in, and

09 | DiGITAL GARAGE

points to be easily exchanged for a range of products and
services, thereby using it in a system that encourages
the fluidization of points. Additionally, in March 2018,
in partnership with Bengo4.com, Inc., we began trial
operations of a smart contract system to realize the
streamlining of personal loan operations with Resona
Bank, Limited using blockchain. This was the first
example in Japan of development utilizing the blockchain
used in Bitcoin. Furthermore, as the first step with a
view toward the commercialization of smart contracts,
in May 2017, we began providing the cloud service
“CloudSign Payment,” which allows simultaneous
contract conclusion and payments for corporate clients
in partnership with Bengo4.com, Inc.

Going forward, we plan to use blockchain to enter the
company-to-company payment business. As such,
we formed an alliance with the Tokyo Tanshi Co., Ltd.,
which provides intermediary and brokerage services
in the interbank transaction and open markets, to
create new Fintech businesses using blockchain and
artificial intelligence (Al). To accelerate activities
toward commercialization, in September 2018, we
established Crypto Garage, Inc. as a joint-venture
company with the Tokyo Tanshi Co., Ltd. for the R&D
and commercialization of blockchain financial services
in the Fintech field. Crypto Garage, Inc. is accelerating
R&D in use cases of advanced financial services
leveraging blockchain and encryption technology while
using the core technology developed by Blockstream.
It is promoting technological development for the real
expansion of innovative services in the emergent virtual
currency and blockchain fields.

While the speculative element of Bitcoin has stolen the
spotlight thus far, through the evolution of this kind of
business development, we are convinced that we will
welcome the age of commercialization of businesses
using the real attributes of blockchain. We aim to create
Japanese-developed, world-leading financial services at
Crypto Garage, Inc. and to establish new markets in the
blockchain industry.

carry out business development for startups that will
lead the next generation.

In Japan, through the nationwide development of

Open Network Lab, which runs the Seed Accelerator

Program recognized as one of the country’s top

entrepreneur support programs, we will also enhance

our startup development business in regional cities.

As the first step, in April

2018, we launched Open

Open Network Lab  Network Lab HOKKAIDO

HOKKAIDO in partnership with The

Hokkaido Shimbun Press.

Using the strengths of the

knowhow and global entrepreneur network cultivated

by Open Network Lab in its eight years of activity and

the media network of The Hokkaido Shimbun Press, by
partnering with universities and companies in Hokkaido,
we aim to invigorate the Hokkaido startup scene.
Moreover, we also began strengthening our startup
development business specialized for specific sectors.
In May 2018, with the cooperation of more than 20
major pharmaceutical manufacturers and medical
device companies, we established “Open Network Lab
BioHealth,” an accelerator program aimed at promoting
startup development

and open innovation in

the b|otec_hnology and %g. Open Network Lab
healthcare field, one of DG :

Lab’s focus fields. We are in BioHealth
the middle of implementing

a 4.5-month development

program that began in September 2018.

Going forward, Open Network Lab will work with the
Global Incubation Stream built by DG, contribute to
the development of startups in Tokyo, regional cities in
Japan, and regions worldwide, and further accelerate
development on a range of cross-area and cross-field
axes.

As we expand the payment and marketing businesses
that form DG’s earnings bases and develop the
businesses of startups in which we invest, one of our
strengths will be our partnerships with companies
providing the social infrastructure essential in providing
products and services. As such, in August 2018, DG
concluded a basic agreement with KDDI CORPORATION
to pursue a strategic alliance aimed at the co-
development of new businesses with a view on the
coming 56 (fifth-generation telecommunications) era. At
the same time, KDDI CORPORATION and Kakaku.com,
Inc., one of DG’s main companies in the LTI Segment,
entered into a capital and business alliance agreement.
Based on this basic agreement, KDDI CORPORATION will
join DG Lab as a new core partner.

Going forward, leveraging the assets of both the DG
and KDDI group, by implementing the research results
of DG Lab in society, we will create new businesses in
a range of fields. Specifically, in areas such as Shibuya,
Sapporo, and Fukuoka, which are now preparing to
implement smart city projects, by combining the
research results cultivated by both groups, we aim to
build a next-generation business model born from the
various applications running on the 5G network, as well
as content, AR/VR, Al, and blockchain.

Furthermore, through collaboration between Bl.Garage,
Inc., our subsidiary developing businesses on the two
axes of “data science” and “social media marketing,”
and similar services being offered by the KDDI Group,
we will evaluate a new data marketing business that
combines the media- and service-related data owned by
Kakaku.com, Inc. on its sites, kakaku.com and tabelog.
com, the payment data owned by the FT Segment of DG,
and KDDI’s loT data on communications, automobiles,
and basic infrastructure. In addition, we will promote
incubation projects in collaboration with strategic
partners including KDDI CORPORATION.

Shareholder Returns

DG views shareholder returns as one of its principal
management concerns. We make decisions on
shareholder returns based on considerations of factors
such as financial condition, business performance
outlook, and capital needs for growth investments. The
Mid-term Business Plan calls for us to achieve more
than 20% of dividend payout ratio. Based on this policy,
we paid an ordinary dividend of 24 JPY per share as a
year-end dividend in FY 2018. This resulted in a dividend
payout ratio of 20.7%. We plan to pay a dividend of 28 JPY
per share in FY 2019, for a dividend payout ratio of 21.3%.
In two years, in 2020, Digital Garage will welcome the
25th anniversary of its founding. This is also the year the
Tokyo Olympic and Paralympic Games will be held, and
Tokyo will attract international attention. The DG Group
will maintain its spirit of the “First Penguin,” and through
further technological innovation utilizing the incubation
knowhow, global network, and research results at DG lab
accumulated up until now, it will work to contribute to
society.

| would like to take this opportunity to ask all our
stakeholders, including our shareholders, for an even
greater level of support and encouragement.

—Shareholder Returns

FY146 FY156 FY166 FY173 FY183 FY19.3

[Change of FY end] (FORECAST)

[ Commemorative I Ordinary o Dividend - Ordinary dividend
dividend dividend payout ratio payout ratio
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Message from the Executive in Charge of Finance

Introducing Management
Indicators that Accurately
Reflect Business Value in Our
Financial Statements and

Introducing IFRS

L]

L.,
e
N
\

Member, Board of Directors,
Senior Executive Officer

and Senior Executive Vice
President

MAKOTO SODA

Set an all-time high for profit attributable to owners of parent in FY 2018

In FY 2018, we posted net sales of 60.1 billion JPY
(+24.1% YoY), ordinary profit of 5.0 billion JPY (+25.4%
YoY), profit before income taxes of 7.6 billion JPY (+13.6%
YoY], and profit attributable to owners of parent of 5.4
billion JPY (+16.2% YoY). Net sales, profit before income
taxes, and profit attributable to owners of parent all
greatly exceeded prior year figures (annualized figures
for FY 2017). We recorded an all-time high for net sales
for the first time in two periods and an all-time high for
profit attributable to owners of parent for the first time in
nine periods. Furthermore, when compared to the initial
plans, net sales were 102.9% of the initial forecast of 58.5

billion JPY, and profit before income taxes, an indicator
DG places significant weight on, was 95.2% of the initial
forecast of 8.0 billion JPY, while profit attributable to
owners of parent was 99.3% of the initial forecast of
5.5 billion JPY, meaning results were mostly in line
with initial forecasts. Looking at individual segments
as well, all business segments achieved higher sales
and earnings, and the FT Segment and MT Segment,
two continuing operations, were particularly strong,
recording large earnings increases of +29.1% YoY and
+37.1% YoY, respectively, in profit before income taxes.

FY17.3 FY17.3 FY18.3 YoY Act vs Fcst

I (e ] iy
Net sales 36,451 48,480 58,500 60,168 +24.1 +11,687 +2.9 +1,668
Operating profit 723 962 2,310 2.4 X +1,347
Non-operating income 3,246 3,427 3,305 -3.6 -122

DL 25w 24 2768

Foreign exchange gain 171 227 -
Non-operating expenses 292 388 597 +53.9 +209

Foreign exchange loss - - 160 - -
Ordinary profit 3,678 4,001 5,017 +25.4 +1,016
Extraordinary income 2,265 2,869 2,669 -7.0 -200
Profit before income taxes 5,819 6,705 8,000 7,619 +13.6 +913 -4.8 -380
Income taxes 1,525 1,999 2,133 +6.7 +133
E\:vf:r:tz;i';:traezlte to 4,289 4,699 5500 5460 | +162 +761 0.7 -39

Note: Due to the change of the fiscal year end last year, the YoY comparisons here are between annualized FY17.3 (nine months accounting) and FY18.3 full year. The annualized value

of FY17.3 is 1.33 times the FY17.3 results (nine months accounting). However, equity method affiliate Kakaku.com, Inc.’s fiscal year end has been March 31, therefore annualized
adjustment is not applicable. Kakaku.com, Inc. started to apply IFRS from FY18.3. The figures on FY17.3 has been applied retrospectively.

| DIGITAL GARAGE

“Sum of the parts” as a Method for Evaluation of Corporate Value

The DG Group’s business is composed of four business
segments, and because the stock valuation method
differs depending on the business, it is difficult to value
DG on its consolidated financial statements alone.
Furthermore, in DG’s case, it is often pointed out that the
approach to DG’s corporate valuation is inconsistent and
difficult to understand due to the large results produced
by our equity-method affiliate Kakaku.com, Inc. and
Twitter in the incubation business and the value of our
holdings in Kakaku.com, a consolidated subsidiary.

Given these current conditions, in the Mid-term
Business Plan that began in the previous period, rather
than disclosing the financial goals of the consolidated
financial statements as in the past, instead we have

disclosed KPI values for each segment. Our goal
here was first to allow for a deep understanding of
the business structure of the DG Group, as well as an
understanding of the value of each business sector.
Then, through the Mid-term Business Plan, by using
the so-called “Sum-of-the-parts” valuation method in
which “the value of each business segment (each part)
is calculated using the optimal valuation method for
that business, and the individual results are totaled to
calculate the overall value,” we believe we have provided
the raw materials for our investors to discuss DG’s
corporate value.

Voluntary application of the International Financial Reporting Standards (IFRS)

Starting from the consolidated financial statements in
the quarterly financial results reports for FY 2019, we
have decided to change from the previous Japanese
standards and to voluntarily apply the International
Financial Reporting Standards (IFRS). The goal of
introducing IFRS was to more appropriately reflect the
DG Group’s business in our corporate value. Specifically,
we changed the valuation of our investment targets
in the IT segment from the previous book value to the
market value (fair value], leading to a more suitable
valuation of our holdings. Furthermore, in the FT and
MT segments, we changed part of our net sales to net
recording, a change that bases the revenue structure
disclosed for each segment more closely on our

business structure.

Moreover, because foreign investors account for nearly
40% of DG’s shareholder composition, the background
behind the introduction of IFRS was also the reality of
pressure to increase our international comparability in
the capital market and the DG Group’s preparedness to
flexibly make organizational changes in the future.

We believe that the introduction of IFRS will contribute to
DG’s business value being more suitably reflected in its
financial statements, and going forward, we will continue
to promote a financial and IR strategy that leads to the
maximization of the DG Group’s stock value.

FY18.3 FY19.3
JPY in Millions JPY in Millions
Full Year Act Full Year Forecast

J-GAAP IFRS
Net sales 60,168 Revenue 33,500
FT  Financial Technology 20,956 FT  Financial Technology 6,500
MT Marketing Technology 34,938 MT Marketing Technology 14,500
IT  Incubation Technology 3,123 IT  Incubation Technology 3,100
LTI Long Term Incubation 1,150 > LTI Long Term Incubation 6,500
Profit before income taxes 7,619 Profit before tax 9,000
FT  Financial Technology 2,539 FT  Financial Technology 3,200
MT Marketing Technology 1,959 MT Marketing Technology 2,250
IT  Incubation Technology 1,325 IT  Incubation Technology 1,350
LTI Long Term Incubation 3,176 LTI Long Term Incubation 3,450
Profit attributable to owners of parent 5,460 Profit attributable to owners of parent 6,200

Note: The main effects of the voluntary application of IFRS are expected to be the net presentation of income, the recording of unrealized gains/losses on the fair value of operational

investment securities, a decrease in amortization of goodwill, and reclassification of equity in earnings of affiliates.

DIGITAL GARAGE |
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(JPY in Millions) 60,168

60,000 -
50,000 -
40,000 -
30,000 -
20,000 -

10,000 -

FY14.6 FY15.6 FY16.6 FY17.3 FY 183

Net sales rose 24.1% YoY, to 60.1 billion JPY
in FY 2018. In the most recent five fiscal years,
strong growth continued with a CAGR of 16.6%,
recording an all-time high. The FT Segment,
which continued to achieve results exceeding the
e-commerce market, as well as the MT Segment,
which continued its strong growth centered on
performance-based ads, both stably posted double-
digit gains, driving growth in sales for the entire
company.

Ordinary Profit

(JPY in Millions)
8,000 -

6,000 - 5,017

4,000 -

2,000 -

FY14.6 FY15.6 FY16.6 FY17.3 FY 183

Ordinary profit rose 25.4% YoY, to 5.0 billion JPY
in FY 2018. In the most recent five fiscal years, we
realized a CAGR of 10.3%, returning to double-digit
growth. In addition to recording high profit growth
exceeding 20% in the FT and MT Segments, our
recurring businesses, the LTI Segment remained
strong, allowing us to record around 2.7 billion JPY
in share of profit of entities accounted for using
equity method, contributing to growth.

Profit Before Income Taxes

(JPY in Millions)
10,000 -

7,619
8,000 -

6,000 -
4,000 -

2,000 -

0

FY14.6 FY15.6 FY16.6 FY173 FY183

Profit before income taxes rose 13.6% YoY, to 7.6
billion JPY in FY 2018. In the most recent five fiscal
years, we maintained double-digit growth with a
CAGR of 12.6%. In addition to strong growth in the
FT Segment and MT Segment, in the IT Segment as
well, we maintained steady sales of securities held
in Japan and overseas, contributing to 30% growth
YoY.

Profit attributable to owners of parent

(JPY in Millions)

6,000 - 5,460

4,500 -
3,000 -

1,500 -

FY14.6 FY15.6 FY16.6 FY173 FY183

In FY 2018, profit attributable to owners of parent
rose 16.2% YoY to 5.4 billion JPY, recording an all-
time high for the first time in nine periods. Growth
continues, with a 15.0% CAGR in the most recent
five fiscal years. In addition to recurring business
growth in the FT Segment, MT Segment, and LTI
Segment, we believe this was also the result of
building a structure to create stable incubation

results in the IT Segment.

*All YoY comparisons of key performance indicators use annualized figures from FY 2017.
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Equity Ratio
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FY14.6 FY15.6 FY16.6 FY17.3 FY 183

The equity ratio fell 1.9 percentage points YoY, to
34.7% in FY 2018. In FY 2018, due to strong business
growth in the FT segment, FT-related-business
assets and liabilities both increased. Specifically, this
includes money held in trust, accounts receivable -
other, and deposits received. As the increase in these
items exceeded the increase in net assets, as a result,
our equity ratio declined. However, this decline did not
affect our financial health, and the current level poses
no problems whatsoever in terms of our financial
condition.

(Times)

400 s TS

200 B S

1.00

FY14.6 FY15.6 FY16.6 FY17.3 FY 183

In FY 2018, the asset/equity ratio rose 0.1
percentage points YoY, to 2.88. In FY 2018, without
relying on interest-bearing bonds, we conducted
investment within the scope of our cash flow. As a
result, our asset/equity ratio was around the same
level as the previous fiscal year. Going forward,
we will continue to maintain financial health while
conducting management utilizing some level of
asset/equity ratio.

Asset/Equity Ratio

ROA

FY14.6 FY15.6 FY16.6 FY173 FY183

In FY 2018, ROA rose 0.3 percentage points YoY to
5.4%. This was due to a significant YoY improvement
in asset efficiency following an increase in net sales
that exceeded the increase in total assets, despite
decreased profitability caused by the impact of
extraordinary income and losses, which was, in
turn, in spite of an increased operating margin.

FY14.6 FY15.6 FY16.6 FY17.3 FY 183

In FY 2018, ROE rose 1.7 percentage points YoY,
to 15.3%. While net assets increased due to an
increase in retained earnings, every segment was
strong, contributing to the recording of an all-time
high in profit attributable to owners of parent. Going
forward, DG will place every effort into achieving
the 20% ROE set forth as a target in the Mid-term
Business Plan, taking into account profitability and

capital efficiency.

DIGITAL GARAGE |
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SPECIAL
CROSS
TALK

Hayashi

DG is working with its strategic business partner
Blockstream™ to pursue the application of the public
blockchain'® technology used in Bitcoin in various uses, but
we also see many attempts throughout the world using
“private blockchains™,” to which only limited users can
connect. Some of these efforts appear only to be attracting
attention, despite lacking real substance. As the wheat and
chaff is being separated, proper blockchains could face
reputational damage through complaints that “security
is not maintained despite taking the trouble to use

blockchain,” and that “costs did not decline whatsoever.”

Ito

Personally, | believe that “private blockchains” are “pseudo
blockchains™ and not real blockchains. The reality is that
even simple distributed databases™ are being called
private blockchains. “Blockchain” has spread like wildfire
just like other buzzwords such as “loT™" and “cloud™,”
and | believe a gap is emerging between what is being
advertised throughout the world as “blockchain” and
“blockchain” properly defined in technological terms. This

¥
uturﬁ

~y
.| KAORU HAYASHI

Here, DG’s co-founders, Kaoru Hayashi (Representative Director, President Executive Officer
discuss the current state and future of

*1 Blockstream: Company engaged in the technological development of the blockchain used in Bitcoin for use in a range of applications. DG has a capital and business alliance with

Blockstream.

*2 Public blockchain: Blockchain with no restrictions on network participants (nodes).Comparable to the Internet.
*3 Private blockchain: Blockchain in which only restricted participants (nodes) can join the network. Comparable to a dedicated line.
*4 Distributed database: Centrally managed system that allows multiple databases managed on a network to function as one database.

15 | DIGITALGARAGE

4

is like the “multimedia boom” in the early 1990s. At the
time, telephone companies and cable television companies
used pre-internet online services and set-top boxes”’ to
develop a range of independent services.

Hayashi

Some even placed the “CAPTAIN System™ and pre-
internet online services of that time on equal footing with
the Internet.

Ito

. B
cus Business Fields

and Group CEO) and Joi lto (Director, Digital Garage, Inc.; Director, MIT Media Lab)
focus fields for DG’s continued growth.

If we look under the surface, the positioning of applications
being pursued by various companies using private
blockchains is like that of the pre-internet online services
that came before the Internet. By doing so, we get a better
image of new applications. However, we cannot say that
if pre-internet online services had never existed, the
Internet would not have been born. The Internet, which
gained popularity later, was clearly superior to the pre-
internet online services and led to the creation of a range
of applications.

*5 |oT: Internet of Things. The loT allows not only PCs and smart phones, but also a range of devices to be connected to the Internet and managed.

*6 Cloud: Refers to an environment that allows computing resources distributed on a network to be used when necessary.

*7 Set-top box: A multimedia terminal connected to the television set that uses CD-ROMs as recording media. Gained attention in the mid-1990s.

*8 CAPTAIN System: A multimedia service launched by the then Nippon Telegraph and Telephone Public Corporation in 1984. Using analog telephone lines, the system displayed images

and texts on television screens.
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KAORU HAYASHI

Representative Director, President

" Executive Officer and Group CEO
Digital Garage, Inc.

Hayashi

That said, there are decisive differences between
the Internet and blockchain. In the initial Internet,
the only effect of bugs was that contents would not
display well, but as blockchain handles the values for
cryptocurrencies, experimental testing is difficult.

Ito

That is the real reason that startups such as
Blockstream applying the blockchain used in Bitcoin
in other applications are rare. We have to proceed very
carefully as we begin to extend the functionality of
blockchain since its original function is the platform for
bitcoin. Startups that wish to make aggressive moves
quickly are avoiding this situation and tending to focus
on the development of private blockchains. Be that as it
may, there are separate risks there too.

Hayashi
Ultimately, when do you think the public blockchain will
be used in a range of applications as a form of social

infrastructure? Personally, | am interested in whether it
will be ready for the Tokyo Olympics.

Ito

It appears that it will take several years for the Bitcoin
blockchain to be able to be used safely in other
applications. Furthermore, at that time applications will
likely be limited. It appears that it will take time for the
blockchain to be stably used in a range of applications as
social infrastructure like the current Internet.

Establishing blockchain as a core
technology is the top priority

Hayashi
DG is now working with domestic financial companies to
develop globally unprecedented revolutionary financial
infrastructure*9, but do you believe there is a possibility
of a world-leading blockchain business being created in
Japan?

*9 Globally unprecedented revolutionary financial infrastructure: In September 2018, DG and Tokyo Tanshi established a joint-venture company for blockchain financial service R&D and

business in the Fintech field.
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To create systems with worldwide interoperability,
it is essential to be involved not only with the

application layer development, but also with the

Bitcoin Core development.

Ito

| believe there is a possibility. If we think back to the
early days of the Internet, because engineers extremely
familiar with network protocol gathered at the research
lab of Professor Jun Murai at the Faculty of Environment
and Information Studies, Keio University is exactly why
the lab was a worldwide leader in IPv6™, for example.
With blockchain as well, if we assemble Bitcoin Core
developers and can carry out technological development
considering not the Japanese market but the global
market, | believe Japan can lead the world.

Hayashi

In the Fintech field, which is increasingly expected to be a
target for the application of blockchain, coordination with
regulatory authorities is essential in commercialization.
Regarding this point as well, | feel that momentum is
increasing in Japan as well, but how do you see it Joi?

Ito

In the 1990s in Japan, cutting-edge initiatives were
underway, such as experiments with digital cash by the
Bank of Japan and NTT DATA Corporation. The skill level
of the people involved with these experiments was high
even on a global level. To the extent that this knowhow
has been accumulated, the Japanese authorities should
have a slight advantage.

Hayashi
How do you feel about ICOs™, which have gained
attention as a new funding method for startups?

Ito

From a medium- to long-term perspective, | feel that
the idea of ICOs itself is interesting. However currently,
because the issuing companies do not want ICOs to
be regulated as securities, they are trying to avoid
regulations by not marketing them as such, which is
problematic. | personally believe that ICO regulations
should be properly established as a simpler version of
the Securities and Exchange Act and that ICOs should be
handled similarly to securities.

Hayashi
It appears we will need an idea to link the value of the
tokens to the value of what actually exists.

Ito

That is also one way of doing things. At the very least, if
investors are attracted by arbitrarily changing the price,
ultimately those who bought at a high price will face
losses. While we can think of schemes to prevent token
prices from rising above actual prices, the ICO market
itself is now becoming a bubble that will be hard to
slow down. On Wall Street, we often see products being
created where someone is guaranteed to lose, but | do
not think this is a good thing. | think that if the market
can create a scheme to prevent token prices from spiking
above real prices, ICOs could be a good tool.

Hayashi
What will be required for Japanese blockchain
applications to lead the world?

Ito

Like the Internet, | think naturally what will be important
are technological capabilities. To create systems with
worldwide interoperability, it is essential to be involved
not only with the application layer development, but also
with the Bitcoin Core™" development. We must assemble
a team of engineers whose development capabilities
are on par with the world’s top-level engineers and
proactively engage in Bitcoin Core development. When
blockchain begins to truly spread, the deciding factor in
competition will be the presence of reliable, world-class
engineers.

Hayashi

Exactly — when the Internet was being developed, the
companies that included individuals who participated in
the WIDE Project™ with Professor Murai’s group were
later competitive on a global stage.

Ito
With blockchain, | think DG should play that role.

*10 IPvé: Internet Protocol version 6. As opposed to the existing IPv4 which defines 32-bit IP addresses, as IPvé can define 128-bit IP addresses, it is suitable for the age in which a range

of devices will be connected to the Internet.

*11ICO: initial coin offering. A fundraising method that issues dedicated cryptocurrency in place of stock.

*12 Bitcoin Core: Refers to Bitcoin’s core software. Requires sophisticated knowledge and skills.

*13 WIDE Project: Research project to build a large-scale distributed computing environment. Began in 1988 by connecting multiple universities through the Internet.
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The wave of technology’s rapid advancement that
was born from the Internet spread to the BioHealth

field and led to the beginning of innovations unlike
anything that came before.

Launch startup development in the
BioHealth field

Hayashi

In the biotechnology and healthcare fields as well,
recently there has been an active move toward new
business development. Open Network Lab BioHealth™,
the BioHealth field startup accelerator program
launched by DG, has gathered more than 20 participating
companies including major pharmaceutical companies.

Ito

Part of the background for this is that the research and
development of major pharmaceutical companies is
starting to level off. While more and more money is being
invested into research and development, the number of
medicines created as a result is declining. This type of
business model will be unsustainable five years from
now. The issue for major pharmaceutical companies is
how to break out of this situation. They are introducing Al
to the drug creation process and working to streamline
the testing process but are beginning to realize that
it will be difficult to pursue internal innovation for the
measures they have taken thus far. This is occurring
not only in Japan but also worldwide. This is like how
newspaper companies, which have a lot of printing
presses, cannot easily change over when quickly trying
to shift to digital. Additionally, the new knowledge
being created in the field of biology is forcing innovation
in existing ways of creating drugs. For example,
we have come to understand that the systems of
immunity, microorganisms, and the brain are complexly
interconnected. This means that there are many
illnesses for which we cannot simply take medicine to
cure and which only resolve if changes are also made to
the living environment. In other words, we are coming
to see the limits to health that can be brought about
by doctors, pharmaceutical companies and medicine
alone. A new model and approach are required. | believe
that this new approach will require different innovation
and investment methods than those that major

SPECIAL CROSS TALK
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pharmaceutical companies have pursued thus far.
Therefore, an increasing number of pharmaceutical
companies are placing hopes on cooperation with
startups where free thinking is possible. For example,
there are professors at Japanese universities with
ideas for allergy medications using microorganisms
who wish to pursue commercialization. However,
major pharmaceutical companies lack the concept
of treatment using microorganisms and have neither
the facilities nor the personnel to cultivate and test
microorganisms. To breakthrough these conditions,
our business alliance partner PureTech is assembling
human resources from around the world and focusing
on new concept drug creation.

Hayashi

If that is the case, | wonder how startups with new
approaches to drug creation and major pharmaceutical
companies will cooperate.

Ito

| think startups will bring the new drugs they have
developed to major pharmaceutical companies, who
will handle the manufacturing and distribution. This is
because it is almost impossible for startups to globally
distribute drugs they have developed themselves.
When a new idea is born among major pharmaceutical
companies, because development has not progressed
with the existing internal process, there has been a
increasing pattern of spinning out a team externally,
and where development is successful, once again
reincorporating the team internally. .

Protecting personal information with
the Japanese GDPR

Hayashi

The GDPR™" was enacted in Europe in May 2018,
meaning we now live in an age where service providers
will be held strictly accountable fow\eir personal
information protect atives.

ber of the Board

*14 Open Network Lab BioHealth: Accelerator program started at DG Lab, an R&D organization operated jointly by Digital Gaj

nurture startup companies in the fields of biotechnology and health.

*15 GDPR: General Data Protection Regulation. It is a framework for protecting personal information that the European Unio!

strengthen and unify measures to protect personal information in EU countries.
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Ito

| see GDPR as a positive trend. This is because the world
has undervalued protection of personal information thus
far. All advertisements should be good both for the buyer
and the seller, but with current online advertisement, it
looks as if there is fierce competition over how to make
people feel like buying something they do not want.

Hayashi
You see the same advertisements no matter which
website you visit. It is exactly like stalking.

Ito

For example, we see poisonous advertisements
targeting the weaknesses of people visiting the site and
politically leading advertisements. We need to return
to the starting point and reconsider what purpose
advertisements serve in the first place. For example, old
television advertisements were fun to watch.

Hayashi
How do you think Japan should respond to GDPR? It looks
like the response guidelines differ by service provider.

Ito

The basic approach of GDPR is not wrong. | believe
that Japan should organize its laws, create a Japanese
version of the GDPR, and protect personal information.

Hayashi

Fake news has become an issue, and more people are
calling for neutrality in media. However, the reality is
also that even if you continue to post fantastic content on
online media, you cannot make money with the current
advertising model. As an outside director at the New
York Times, do you have a real sense of the difficulty in
balancing the neutrality and earning potential of media?

Ito
The New York times and Washington Post are well

DG will continue to contribute to the

world while creating businesses that
play a role throughout society.

known, but they are actually small compared to major
Japanese newspapers in terms of circulation. However,
their small readership is also extremely loyal. Just as
newspaper reports were the starting point™® forcing
the resignation of President Nixon, because everyone in
America realizes that the news media has an extremely
important political role, a certain group feels extremely
strongly that it is essential to society.

Hayashi
There have been many Hollywood movies depicting the
activities of newspaper reporters.

Ito

Everyone believes that the media has an important
function in democracy. In reality, since Donald Trump
became president, the New York times has experienced
a substantial increase in sales. Sales have been boosted
by public opinion supporting media that confronts the
administration. On the point of whether “democracy
will not function without mass media,” more liberal
Americans strongly believe this, but | think this point
is unclear in Japan. Recently, my friend made a
documentary on the doping problem in Russia, but to
protect himself, he involved the New York Times and
hired lawyers and security. To put your life on the line
as a reporter like my friend is something you cannot
necessarily do as a freelancer. The role of major media
outlets like newspaper companies is to support this type
of reporting.

Hayashi

DG offered its cooperation as the organizing office to
Establish the “Japan Premium Media Consortium™,”
of which more than 20 major media companies are
members. The aim is to break out of the current
reality in which Japanese online media prices are
the lowest among developed countries. We are
considering introducing a tool to measure the metric

of “engagement,” which shows the interest site visitors

*16 Newspaper reports were the starting point: In the “Watergate Scandal” that forced the resignation of then president Nixon in 1974, the scoop from the Washington Post played a

role.

*17 Japan Premium Media Consortium: A voluntary consortium of quality media outlets that aims to evaluate and appeal for media content value and have that content

advertising prices.
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have in the page, rather than the “pageviews” currently
being widely used, and a scheme to appropriately set
advertising fees for articles with strong engagement.
By popularizing a scheme that, instead of attracting
sites posting fake news, attracts quality advertisements
to media that posts articles with value earned through
journalists’ work, i.e. quality media, we could give a boost
to Japan’s contents industry.

Ito

| think those kinds of ideas are extremely interesting
and should be actively pursued. Surprisingly, in America
these kinds of initiatives are not pursued in consortiums,
but rather by individual media outlets. However,
engagement is also given as an important metric in
America. Also, in America, Facebook has an extremely
large presence as a news platform, and how to interact
with Facebook is becoming an issue. Major media outlets

fear a situation in which there are only platforms and
companies issuing news information.

Hayashi

A move is also underway in France involving major
publishers to review advertising fees with engagement
as a metric. People are saying the same thing
everywhere. Not limited to the Japan Premium Media
Consortium, DG will continue to contribute to the world
while creating businesses that play a role throughout
society.

Ito

This is because DG’s strength is that, for a company
welcoming the 25th anniversary of its founding, it has
not lost its venture-company-Llike approach to facing new
challenges.
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vPHILOSOPHY

SPIRIT

For a colony of penguins to survive, they require their staple food:
fish. However, the deep ocean where fish thrive is also home to
dangerous predators such as killer whales and leopard seals that prey
on penguins. The penguin that courageously decides to be the first to
take the plunge, despite the possibility of encountering such predators,
is referred to as the “First Penguin.” The Digital Garage Group was
founded on the creed of being the “First Penguin"—having the courage
and unshakeable will to be the first to step forward and take up a
challenge.

With all of our employees guided by the spirit of leading and being
the “First Penguin,” we will move forward to provide services that are
useful to the world.

Entering the 4th Stage of Incubation toward
our 25th Anniversary in 2020

In the two years leading up to the Tokyo 2020 Olympic and Paralympic
Games, the business environment is expected to experience the end of some
existing businesses and the creation of new businesses, brought about by
unprecedented rapid technological innovation. To respond to these major shifts,
DG started a new Mid-term Business Plan with the slogan “Open Incubation,”
which is the next step for “Open Innovation.”

With DG Lab, an open innovation platform for R&D established in July
2016, at the core, DG will support the creation of a new Japan and further
- expand business. We will accomplish this by using context to connect new
~___businesses created by technological innovation while collaborating with various
corporations, from startups to major corporations, engaged in progressive
initiatives.

THINK FOR YOURSELF AND QUESTION AUTHO
- TIMOTHY LEARY e
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Starting with the creation of Japan’s first personal home page in 1994, Digital Garage’s history has always been
ahead of the times, paralleling the growth of the internet. Over this period, our efforts include not only Japanese
localization of crawler-based search services, building e-commerce sites, provision of payment platforms, and
commercialization of blog search, but also fusion of CGM and advertisements, support for social media operations,
and the Asian development of payment platforms. Our accumulated experience and track record through constant
involvement with these kinds of cutting-edge internet businesses are Digital Garage Group’s strength and the source of
our ability to create high value-added context.

DG HISTORY

<©> CRYPTO GARAGE

(2% Digital Garage (&% Digital Garage 25 DG&Ibex

Created Japan’s first
personal homepage

Digital Garage was listed
on the OTC (now the

Made DG&Ibex, a company
providing advertising and

Entered into a business
alliance with Twitter, Inc.

%{0 Open Network Lab

Established the Open
Network Lab to support

Made VeriTrans Inc. into a
consolidated subsidiary in

. 17,
@ veritrans = = BLGARAGE

n

Bl. Garage, a joint venture
with the Dentsu Group,

Launched an R&D platform
by DG, Kakaku.com, and

Invested in Blockstream,
Inc., which develops

Established Crypto Garage,
Inc. as a joint venture with

“Tomigaya,” and Tokyo Stock Exchange promotion services by and provided localization next-generation startups. order to become Japan’s embarked on a big data Credit Saison to create blockchain technology. Tokyo Tanshi for the R&D
established Digital Garage JASDAQ). fusing real space and support. largest payment platform. operations mission. new businesses. and commercialization of
to create internet-based cyberspace, into a blockchain financial
advertising. consolidated subsidiary. services.

\ \ \ \ \ \ \ \

B B

@ econtext

J DVEP

DG Lab developed DG Lab
DVEP™, an all-purpose
framework to issue
unique virtual currencies
on the Bitcoin’s
blockchain.

£2-pGus dentsu

KaKaKu

% DG INCUBATION

IT' BidiraL oaTe

Established the incubation
center, DG717, in the
heart of San Francisco.

Established DG Incubation Established DGUS, the DG
Group’s US base of
operations, to accelerate

US incubation activities.

Entered into a capital and
business tie-up with
Dentsu Inc. and began
collaborating in all aspects
of digital marketing.

Established ANA Digital Gate,
Inc., a joint venture between
VeriTrans Inc. and ALL
NIPPON AIRWAYS TRADING
CO., LTD. developing new
payment solutions.

—— 1 7 1l G —— | ]| |
1995 AT S 2000 ECONMERCEDESTRATONTE 2008 SO Dl 2016 2017 2018 FTUAE.

Established an internet advertising Established an operational base through by Expanded advertising/marketing Established “DG Lab,” an R&D platform, In anticipation of the business environment Recorded an all-time high for profit for
business with a high-traffic portal site and developing a settlement service targeting businesses for a new era of users utilizing with the aim of developing technology that in the year 2020 and beyond, starting the first time in nine periods, and DG Lab
crawler-based search engine at its core. e-commerce sites, and by investing in blogs, Twitter, and other forms of social supports next-generation businesses. preparations to develop new businesses began full-scale initiatives aimed at
Kakaku.com, a company developing a INCGIER through open incubation. commercialization.
price- comparison site.

Kakaku.com was listed on
to provide payment and the Tokyo Stock Exchange to invest in and provide
other e-commerce Mothers Index. business support to
solutions. venture companies.

Established econtext, Inc.

Lean Global

Providing New Contexts

Hybrid Solution Social Media Incubator IT/MT/FT x Open Innovation Open Incubation toward 2020

Key Web Milestones

1995 1998 2000 2007 2008 2014 2017 2020

Microsoft introduces  Number of internet users Google introduces a Apple introduces Number of fiber-optic Number of smartphone Al program called “AlphaGo” Tokyo Olympic and

Windows 95 in Japan surpasses Japanese language the iPhone service users exceeds subscribers exceeds number beats the best professional Paralympic Games
10 million search service number of ADSL users in Japan of feature phone subscribers Go player in the world
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vFOUR SEGMENTS

FOUR SEGMENTS and BUSINESS CONCEPTS

IT

Incubation Technology
Segment

Business Model

We create innovative internet
services with open innovation
in four segments. Adding to
sustainable growth in marketing
(MT) and payment services (FT),
which are indispensable for the
profitability of internet-related
businesses, we will discern the

THE DIGITAL GARAGE GROUP’S THREE EARNINGS BASES

future of technology evolution and
create new businesses through DG
Lab, an open innovation platform.

LTI

S - ncLbation Organic growth in the IT, MT, and
Segment

M T F T FT Segments.
POINT 02
Marketing Technology - Financial Technology
Segment Segment

Acceleration of incubation with DG’s
unique cross-segment platform.

POINT 03

Achievement of long-term benefits
from business incubation by
bringing incubated businesses into
the DG Group.

Connecting diverse business areas with contexts, discerning the evolution of
technology, and building a system capable of ongoing business growth

DG applies three fundamental technologies - IT (Information Technology), MT (Marketing Technology) and FT (Financial
Technology) - to create new contexts for the internet era. These new contexts, projected onto business areas, have given
rise to our Incubation Technology Segment, Marketing Technology Segment, Financial Technology Segment, and Long-

term Incubation Segment.
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PORTAL E-COMMERCE
SEARCH DESTINATION SITE SOCIAL MEDIA

1995-2000 2000- 2008- OPEN INNOVATION
PLATFORM

I 2016~

twitterd

ADVERTISING PAYMENT

econtext a
@econtext pagmamun

@ econtext @ veritrans

&% Digital Garage
(Marketing Technology Company )

1,
S < BLGARAGE
7

Advertising | Promotion Big data business e-Commerce | Online Settlement Platform

ENABLING PLATFORM | 2 EARNINGS BASES

Incubation model applying the enabling platform

The Marketing Technology Segment and Financial Technology Segment are generating stable earnings as two earnings
bases (enabling platform). Digital Garage’s incubation model uses this enabling platform to invest in and nurture
companies in Japan and abroad. Adding DG Lab to this incubation model, we are striving to continue contributing to

society by further accelerating incubation, and developing and providing useful services.
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BUSINESS OVERVIEW

FINANCIAL TECHNOLOGY
SEGMENT

MARKETING TECHNOLOGY
SEGMENT

|

INCUBATION TECHNOLOGY
SEGMENT

LONG-TERM INCUBATION
SEGMENT
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Our handling of transactions in the public-funds
sector has increased, in addition to e-commerce
and face-to-face retail store payments, and we
grew our position in social infrastructure

In addition to e-commerce, development into the non-EC market, including face-
to-face payments in response to inbound consumption by foreign visitors to Japan,
is expanding, and we are continuing to realize growth exceeding the market.
Furthermore, this fiscal year we began handling transactions for national pension
premiums, as the role of DG’s payment business as a form of social infrastructure
grows in importance each year.

As a “Business Strategy Partner” leading clients
toward growth, we support marketing activities
centering on programmatic advertising

Against the backdrop of growth in the Japanese internet advertising market, double-
digit growth has continued, with net sales rising 28% and profit before taxes rising
37% from the previous fiscal year. The segment will continue to apply the most
advanced technologies and collaborate with DG Lab to create next-generation
marketing solutions.

Real start to the global promotion of investing in
and nurturing businesses

We have further strengthened the global incubation stream connecting North
America, Japan, Asia, and Europe, and expanded DG’s overseas investment business.
Also, by gradually selling off our investment portfolio in Japan and overseas, we
recorded strong YoY growth in profit before taxes. In addition, in line with our Mid-
term Business Plan, we are implementing investment schemes with ROl 2.5X% as an
investment criterion.

New segment launched to create long-term,
continuous cash inflow

In FY 2018, the segment name was changed to the Long-term Incubation Segment
(LTI). In addition to our equity-method affiliate Kakaku.com, Inc., by making
companies receiving DG investment group companies, we are promoting a style which
continuously realizes incubation results. Going forward, in addition to the above, we
will establish joint ventures with other alliance partners and aim to create long-term,
continuous cash inflow.

Principal Companies

eecontext
ASIA
@ econtext

@ veritrans

.Tl é{\é/?TAL GATE

4 Marketing Technology Company
%—‘ DG COMMUNICATIONS
I/,
= = BLGARAGE
“n

& NaviPlus

% DG INCUBATION
3{. Open Network Lab
.

2-pGus
DK Gate

NEW CONTEXT

. DG Daiwa Ventures

KaKaKu
DENTSU SCIENCEJAM

DK#MEDIA

< DGLifeDesign

FY 2018 Highlights

B Growth continues to top the e-commerce
market, total amount of payments handled
grew 20% YoY to more than 1.5 trillion JPY

B Developing new fields in the non-EC
market. Business alliance launched
with major Japanese POS manufacturer
TOSHIBA TEC CORPORATION

B Performance-based ads drove a large
increase in both sales and earnings, as net
sales rose 28% YoY and profit before taxes
rose 37% YoY

M Collaborating with Kakaku.com, Inc. to
strengthen the data marketing business.
Promoting operational streamlining and
launching work-style reforms

B Supporting the global development of
startup companies “Global Incubation
Stream”

B Launching the accelerator program “Open
Network Lab HOKKAIDO”

B Kakaku.com, Inc.’s investment profit on
equity method remains strong, profit
before taxes of 3.1 billion JPY

B Enhancing initiatives in life design
businesses
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Our handling of transactions in the public-funds sector
has increased, in addition to e-commerce and face-to-
face retail store payments, and we grew our position in
social infrastructure

In addition to e-commerce (EC), development into the non-EC market, including
face-to-face payments in response to inbound consumption by foreign visitors to
FINANCIAL TECHNOLOGY Japanm, is expanding, and we are continuing to realize growth exceeding the market.
SEGMENT Eurthermore, this fiscal year we began handling transactions for national pension
prémiums, as the role of DG’s payment.business as a form of social infrastructure

grows in importance each year.
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KEY FIGURES FY 2018

Segment

Sal;sz;:“o Segment net sales Segment profit before taxes Amount of annual transactions

34-8% 2 0 [ 9billion JPY 2 [ 5billi0n JPY 1 (] 5trillion JPY

Business Model

As one of Japan’s largest payment service providers with more than 1.5 trillion JPY in annual transactions,
we provide diverse, comprehensive payment platforms including credit card and convenience store
payments, and QR and bar code payments

— Business model and stakeholders

Credit card Convenience store Bank Electronic money/ Carrier IDlnaynents International H Cryptocurrency
payments payments payments point payments payments pay payments payments
— LAWSON X ° NTT H
VisA ,, . e, 93 %Q décomo | €Pay GPay @ EDzf  Obitcoin
m | EailyMart otz e

== \/Q/J'IUM"" R| [&asH aw LinEpay T XN =5 b Kol Post-setitement
gss — ] ay | = ‘“"P” payments

ﬁa@ SoftBank | @FPay RECRUIT p—

Rty BitCash AUITLRA DARAZLL WeChat

®v-onK aﬂxlﬁ L @ FLET'S . SCORE

— (Affiliate of VeriTrans Inc.)

==HYJ1 ) 1HESBIAYRRIT E ' PayPal iate of VeriTrans Inc.

Alliance strategy

*Recruit
(mobile POS)

*Toshiba TEC
(POS)

*ANA Group
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@ veritrans The Financial Technology Segment
is responsible for payment, one of

Digital Garage’s earnings bases
e econtext (enabling platform).

As a payment service provider

(PSPJ, in addition to credit card
payments and convenience store payments, we collectively
provide an ever-increasing number of diverse payment
methods including digital money services starting with
Apple Pay, LINE Pay, Alipay, Wechat Pay, and Suica to EC
businesses and face-to-face retail stores.
With cashless payments also being promoted as national
policy, various payment methods such as electronic
money and QR payments are continuing to increase.
For EC businesses and face-to-face retail stores, while
introducing the wide variety of payment methods demanded
by consumers is important, individually carrying out
system development, managing personal information
including payment data, and conducting payment receiving
operations is a large challenge due to the complexity of
these processes. Furthermore, recently it has become
commonplace to conduct sales promotions based on
payment and purchasing data analysis. The Financial
Technology Segment’s business is to collectively provide

Market Environment and Business Overview

comprehensive payment platforms to those types of retail
businesses.

The basic business model is to record the payment
commissions resulting from multiplying the amount of
payments handled by retail businesses by the commission
rate as sales, and to record the commissions paid to the
credit card companies and convenience store chains
providing the individual payment methods as base costs.
Recently, transaction types are diversifying, as commissions
are being collected by the number of payments through the
provision of capabilities such as fraud detection systems and
QR code issuing systems.

Growth continues to top the EC market, total amount of payments handled grew 20% YoY to more than 1.5

trillion JPY

In FY 2018, the Financial Technology Segment reported
net sales of 20.9 billion JPY (+11.4% YoY] and profit before
income taxes of 2.5 billion JPY (+29.1% YoY) (compared to FY
2017 [annualized value for the nine-month irregular account
settlement period {reference value}l). These results largely
surpassed the 15% growth in profit before income taxes set
as one KPI in the Mid-term Business Plan.

In calendar year 2017, Japan’s BtoC EC market grew
by a solid 9.1%, to 16.5 trillion JPY, according to the
“e-commerce market survey results” of the Ministry of
Economy, Trade and Industry (METI). However, the entire
electronic payment market including EC is 68 trillion
JPY, and going forward, rapid growth is expected with the
evolution of a cashless society.

Operating subsidiaries in the segment VeriTrans Inc. and
econtext Inc. grew their total amount of payments handled
by 20% YoY (April 2016 - March 2017) to 1.5 trillion JPY,
achieving growth that largely exceeded the growth rate of

the overall market. In addition to growth in the EC market,
increased transactions in the non-EC market including face-
to-face payments contributed to this growth.
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— Japan’s EC market
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FY 2018 Key Initiatives

Developing new fields in the non-EC market

As our main initiatives, we are focusing on the development
of payments to face-to-face retail stores and cryptocurrency
exchanges, and payments for specific markets (real
estate, funeral services), and have increased our amount
of payments in the non-EC sector by 2.4X YoY. Of that, the
amount of face-to-face payments handled including Alipay
rose by 4.9%X YoY due to growth in inbound consumption, and
deposit charge payments to various electronic money and

FY 17.3 FY 18.3

cryptocurrency exchange accounts grew by 5.2X.
Furthermore, public funds transactions including taxes and
insurance premiums rose, and we began providing services
for credit card payment clearing for national pension
premiums to the Ministry of Health, Labour and Welfare and
convenience store payments of administrative processing
fees to Osaka Prefecture.

— Amount of transactions in focus fields (non-EC sector)

12-month comparison

] Overall 24)(
Specific markets

— (real estate, funeral services) + 53%
Person-to-person payments
(remittance payments) + 1%
Charges to cryptocurrency exchange 5 2)(
accounts and electronic money -
Face-to-face payments
(mobile payments) 4.9 X
a SZ1E IEcoin
S Ob

2016.4-2017.3 2017.3-2018.3 ALIPAY
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Growth Strategy

As a payment platformer, use the tailwind provided by the government’s cashless promotion policies to expand
various payment methods in diverse fields, and create a Fintech business to handle social infrastructure

Japan’s ratio of cashless payments is low compared to
foreign countries, at 19.8% in 2016. To also respond to
inbound demand ahead of the 2020 Tokyo Olympics, in its
“Cashless Vision” released in April 2018, the Ministry of
Economy, Trade and Industry aims to achieve a cashless
payment ratio of 40% by June 2025. Furthermore, with the
legal amendments in June 2018, face-to-face retail stores
are required not to maintain credit card information and
to accept IC cards by March 2020. Additionally, verification
testing has begun for unstaffed stores and unstaffed
registers due to the issue of spiking personnel costs from
personnel shortages.

The progressing shift to a cashless society is a tailwind
for DG’s payment business, and because the economies of
scale from increased transaction volume and transaction
numbers will lead to increased profitability, we are focusing
on the following initiatives.

Non-EC payment growth

Firstly, while of course expanding our share in the EC
market, one of our main sectors, with the legal groundwork
being laid to promote cashless payments due to the sharp
increase in foreign visitors to Japan, we will work to further
develop the non-EC market, which still has ample room for
growth. In addition to initiatives in specific markets where
digitalization is not progressing such as real estate and
funerals, we will work to expand international payments
by responding to the globally expanding QR, bar code, and
contactless payments of various countries.

Growth in public-funds sector payments

Next, public-funds sector payments are also steadily
growing. After providing the service for convenience store

payments for various administrative processing fees for
Osaka Prefecture, we concluded a contract with the National
Tax Agency, and starting with 2019 tax returns, we will also
provide a service system allowing national taxes to be paid at
convenience stores nationwide using a QR code without prior
registration. Of the numerous payment service providers,
only the DG Group exclusively provides these payment
services. Going forward, we will continue to focus on the
government service sector, including public funds.

[ Promoting alliances

Furthermore, as our alliance strategy, we will promote
business expansion through system collaboration or
business alliances with business partners with large-scale
customers or core systems. While we already have alliances
mainly in face-to-face payments with the ANA Group and
Recruit Group, in February 2018, we formed a business
alliance to develop multi-payment solutions for face-to-
face retail stores with TOSHIBA TEC CORPORATION, which
has the largest share in POS systems both in Japan and
overseas. Additionally, initiatives are also expanding to link
biometric authentication such as fingerprint authentication
and facial authentication with payment systems.

As we handle personal and confidential information related
to payments and purchases and move forward with the
response to real demand for cryptocurrencies, we will
continue to maintain close cooperation with government.
Based on longstanding knowledge and technological
capabilities, we are accelerating the growth of payment
systems, which have become an extremely important part of
social infrastructure, as a new Fintech platform.

— Target sectors and market scale

Non-face-to-face Face-to-face

L

N 5ioc EC 16.5 trittion Jpy
CtoC EC 1.1 trillion JPY

Electronic payment market 688 trillion JPY

Non-EC (Cashless payment ratio = 20%)

Government target
Cashless payment ratio

Private-sector final
consumption expenditure 3033 trillion JPY

Source: BtoC/CtoC EC market scale: METI “FY2017 E-Commerce Market Survey” Electronic payment market: CardWave “Electronic Payment Overview 2017-2018"
Private-sector final consumption expenditure: Cabinet Office “SNA (National Accounts of Japan)”

40 % (2025)

— Overview of convenience store payments of national taxes using QR codes — — Initiatives and progress in the public-funds sector —
© Taxes filed by e-tax or at tax office R Nationwide v Ministry of Health, Labour and Welfare: card
— g (L% locations payments of national pension premiums
< Iﬂl o_Jl v Osaka Prefecture: convenience store payments of
. administrative processing fees
Taxpayer @ QR code with tax payment information created and provided to taxpayer v Japan Patent Office: card payments of fees includ-
ing patent fees
Tax items covered ||
[OF) > ' i l ~ Income tax ~ Consumption tax
k| = v Corporate tax v Liquor tax Based on the government’s “Japan Revitalization
,  Inhertance tax - Cigarette tax Strategy,” the expanded use of electronic
Convenience stores o ete. payments in the public sector is being promoted by
© Store terminal reads QR code and provides payment form @ Taxes paid at register | APPled to all natonal taxes the relevant government agencies as “Policies for
the shift to a cashless society”

National taxes, amount

of taxes collected™ 9 2 . 7trillion JPY| tax payments™
FY 2018 budget FY 2018 budget

National taxes, number of

407 mittion

Electronic payments will continue to increase

*1 Source: Estimated based on Ministry of Finance Tax and Stamp Revenues breakdown.
*2 Source: National Tax Agency “Tax Administration: Current Status and Issues” (January 2018)

in various public-funds sectors in the future
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As a “Business Strategy Partner” leading clients toward
growth, we support marketing activities centering on
programmatic advertising

Against the backdrop of growth in the Japanese internet advertising market,
double-digit growth has continued, with net sales rising 28% and profit before

MARKETING TECHNOLOGY taxes rising 37% from the prior year. The segment will continue to apply the most
advanced technologies and collaborate with DG Lab to create next-generation

SEGMENT marketing solutions.

KEY FIGURES FY 2018 Market Environment and Business Overview

Performance-based ads drove a large increase in both sales and earnings, as net sales rose 28% YoY and
profit before income taxes rose 37% YoY

Segment

Sal;sz;:“o Segment net sales Segment profit before taxes ~ Amount of annual transactions

58-0% 34-9billion JPY 1 -9billi0n JPY 27-7billion JPY

The Marketing Technology Segment posted net sales of 34.9
billion JPY (+28.2% YoY] and profit before income taxes of
1.9 billion JPY (+37.1% YoY). These results largely surpassed
the 15% target CAGR based on profit before income taxes
set as one KPI in the Mid-term Business Plan. Furthermore,
operating margin, an indicator of profitability, rose 0.4
percentage points YoY, to 35.5%, realizing growth balancing
further growth potential and increased profitability following
the previous fiscal year. Performance-based ads continued

Business Model

As an internet advertising agency, we will support the maximization of our clients’ marketing ROI

The Marketing Technology Segment is responsible for
advertising, one of Digital Garage’s enabling platforms.
As an internet advertising agency, we support our clients’
businesses by providing comprehensive promotions
fusing real space and cyberspace as well as internet
advertising. Specifically, by providing optimal solutions for
our clients’ needs and challenges in a range of industries

clients’ marketing ROI (cost-effectiveness).

This segment is characterized by the provision of optimal
solutions to clients from a neutral standpoint without
bias toward specific technologies or media, sophisticated
advertising operational capabilities backed by the results
of our core performance-based ads*, and the provision
of solutions utilizing the big data owned by the DG Group,

to see increased sales in all sectors, with sales to the
smartphone and app sector experiencing large sales growth
in the second quarter and sales to the financial sector rising
largely in the fourth quarter.

— Sales by sector [performance-based ads])

including financial, cosmetics, human resources, foods, realizing improved marketing ROI.

entertainment/game and manufacturing, we maximize our I Smartphone/app Ml Cosmetics/HR/Others [l Financial

FY 16.6 FY17.3 FY 18.3 o

. (JPY in 100 Millions)
— Business model and stakeholders
19 +33%

*Actively managed ads that maximize advertising cost-effectiveness by changing and improving bid amounts, targets, and creative elements, etc. in real time.

12

)
DG Group
DSP Entertainment/
Targeting games +11% | 26%
Internet AD - i
g Agency Maximizing E 3 > Cosmetics/
< o Customer ROI 5 3 c C pharmaceuticals/
2 S » (Performance ads) o D o % HR/ + 29“/0 310/0
— Q. —_ =
0 1 23 g a Ol food, etc.
oD Bl 2 [0} 0~
! = 2 1w
Implement the advertising strategy g Banks (city banks/
. regional banks)/
based on the advertisers needs O] securities/ +50% | 42%
e Marketing Technology Company Search/ . |nsur_ance/
Recommendation credit card, etc.
—_/ a0 10 20 30 10 20 3a a0
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In terms of the market environment, internet advertising
expenditures in Japan* grew by 15.2% to 1.50 trillion JPY in
calendar year 2017, and internet advertising’s share of total
advertising expenditures continued its expansion, rising
2.8 percentage points YoY, to 23.6%. In terms of trends in
recent years, the shift to actively managed ads and the

*Dentsu Inc., 2017 Advertising Expenditures in Japan

growth in mobile video ads with the consumer shift to mobile
stand out. Given that internet advertising’s share of total
advertising expenditures in the U.S. is just less than 50%,
the Japanese internet advertising market still has room for
growth.

— Internet Advertising Expenditures

(JPY in Billions)

4,000

Advertising expenditure in Japan [l Internet advertising expenditures
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CAGR

(2012-2017)
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2012 2013 2014 2015

CAGR

12%

Internet ads ratio in
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FY 2018 Key Initiatives

Collaborating with Kakaku.com to strengthen the data marketing business
Promoting operational streamlining and launching work-style reforms

With our core performance-based ads trending strongly,
we are focusing on the data marketing business as a
pillar supporting future growth in the segment. Sales are
expanding steadily for advertising products combining data
owned by the Kakaku.com Group and social media data.
We will grow this business into an even stronger service by
working with other data providers. Furthermore, to increase
advertising effectiveness and media value, we have jointly
established a media consortium with major Japanese media
companies and launched initiatives in new fields.

Amid rapid business growth with continued double-digit
sales and earnings growth, operational streamlining and

work-style reforms are becoming important themes. We see
this trend as an opportunity and have worked to systematize
routine operations and begun preparations to establish
near-shore development sites within the DG Group. In April
2018, we opened the “Digital Marketing center* (Sapporo,
Hokkaido) as a near-shore site. With the progressing
automation and commodification of routine operations,
going forward we will need to shift to higher value-added
operations. Looking ahead several years, to connect to
enhanced competitiveness, we have focused on enhancing
our acquisition of excellent human resources and improving
our training programs.
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Growth Strategy

Promoting new digital marketing that integrates Digital/Real

In the existing internet advertising and promotions
business, in addition to pursuing initiatives aimed at
diversifying advertising approaches and developing new
services, by expanding the scope of our business by
enhancing upstream marketing consulting, we are aiming
for further business growth.

In the data marketing business, there are opportunities
to utilize the range of data owned by the DG Group in
marketing. As a key field, we are working to expand our
collaborative advertising platform with Kakaku.com.
Furthermore, aiming to improve advertising effectiveness
and media value, we will promote initiatives in the media
consortium.

In terms of initiatives as part of our global response, we
will proactively promote mainly Asian development. Starting

Expansion of
media value

Product development

App
X

Payment

Payment application

— Value creation for 5th generation of mobile communication system utilizing the latest technology —

with support for our Japanese clients’ expansion into Asia,
we will work to strengthen our response to cross-border EC
malls and inbound demand.

In May 2018, we formed a capital business alliance with
iRidge, Inc. By fusing iRidge, Inc.’s app development results
with DG Group’s marketing knowhow, we will now be able
to promote end-to-end marketing solutions that integrate
Digital/Real.

The transition to the 5G era is expected to take place in
2020, along with changes in clients and media. To continue
responding to needs that change with dizzying speed, we will
work to create next-generation marketing solutions through
collaboration with DG Lab and the utilization of the most
advanced technologies.

Performance-
based ads

Latest technology

OPEN INNOVATION

linked to FT segment PLATFORM
Capital and business Strategy
alliance with iRidge, Inc.
BDC (Business Design
Company] is incorporated .
into a joint venture with Global expansion
iRidge, Inc.
Main approaches
B Strengthen upstream marketing consultant
Internet ads/ B Considering work style reform, operational efficiency, and cost optimization
promotion B Established a digital marketing center in Sapporo as a near-shore center (Cooperate
with Sapporo Electronics and Industries Cultivation Foundation)
Data B Aiming to build an ad tech platform in collaboration with Kakaku.com
science B |mplement “Media Consortium” targeting to improve media value and brand value

Global Taiwan and Thailand

Taiwan

B Consulting clients to support their business to expand overseas. First opening up in

B Before launching cross-border EC malls in Asian countries, preparations started in
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Real start to the global promotion of investing in and
nurturing businesses

We expanded Digital Garage’s overseas investment business to further
strengthen the global incubation stream connecting North America, Japan,
Asia, and Europe. By gradually selling off our investment portfolio in Japan and
INCUBATION TECHNOLOGY 3vers<_eas, we rt_-zcorded stro_ng YoY growth in p_rofit beforg ta)_(es. Furthermore, in
ine with our Mid-term Business Plan, we are implementing investment schemes
SEGMENT with ROl 2.5X as an investment criterion.

KEY FIGURES FY 2018

Segment

Incubation Technology Segment ANNUAL REPORT 2018

Additionally, as an open innovation initiative, we
launched a joint business with The Hokkaido Shimbun
Press to develop startups and promote open innovation
in Hokkaido. In addition to the knowhow and global
community cultivated at Open Network Lab and Hokkaido
Shimbun’s media networks, through collaboration with
university organizations, local governments, and groups
in Hokkaido, we aim to build a Hokkaido-based innovation
ecosystem utilizing the resources of Hokkaido such as

primary industry, tourism, and its abundant nature, and to Ly e T e e
develop an accelerator program to identify and cultivate ' e 2t T
startups active on the global stage. Sl : o "E

Growth Strategy

Sa::iszzztlo Segment net sales Segment profit before taxes Investment balance

5-2% 3- 1 billion JPY 1 -3billion JPY 1 2.3biuion JPY

Market Environment and Business Overview

The investment market environment remained strong

Through a positive cycle of high ROl and reinvestment, realize continuous incubation results

With the formulation of the new
%@0 Open Network Lab Mid_term Business Plan in May

2017, we have established new
investment criteria for the investment business and
further clarified the investment standards to create a
platform that produces more stable returns. We have set
a 2.5X target for ROl in the new Mid-term Business Plan.
Amid an increasing sense of overheating in the
investment environment for startups, going forward we
will continue to utilize our global network to carefully

listed in the Mid-term Business Plan. Furthermore, by
solidifying a stable exit system unaffected by IPOs, we
have expanded our investment balance to 12.3 billion
JPY, and while maintaining our policy of aggressive new
investments, we will rotate our portfolio, maintain our
investment balance, and establish an investment cycle
that realizes stable annual investment returns.

Through these initiatives, we will establish high ROl and
a reinvestment cycle, realizing continuous incubation
results.

For FY 2018, the Incubation
%é Open Network Lab  Tochnology Segment achieved

net sales of 3.1 billion JPY

(+32.3% YoY) and profit before income taxes of 1.3 billion
JPY (+30.0% YoY). Furthermore, the investment balance
totaled 12.3 billion JPY as of March 31, 2018.

In the investment business, we maintained steady sales
of securities held in Japan and overseas, leading to
more than 30% growth YoY in sales and earnings. In
particular, overseas, we sold the major Indonesian online
payment company PT Midtrans to an Indonesian unicorn
venture company through M&A and executed the sales of
multiple companies in Japan as well through M&A and
other means. We believe we were able to build a stable
sales system not dependent on the success of IPOs of
companies receiving DG investment.

*Source: Venture Enterprise Center “Quarterly Trend”

FY 2018 Key Initiatives

In terms of the market environment, annual investment
(Japan and overseas) for Japanese VCs and CVCs in FY
2017 totaled 188.3 billion JPY (+26% YoY)*, as robust
funding demand from startups continued from the
previous fiscal year, but a sense of overheating is starting
to be pointed out. However, the number of IPOs in Japan
in 2017 rose by seven companies YoY to 90 companies.
Furthermore, against the backdrop of more stringent
listing standards, increased comfort among investors
toward the IPO market led to a noticeable trend of firm
stock prices following new listings. While there is a
positive exit environment, a sense of overheating is being
felt in the investment environment, and as the market
environment has a large effect on results, continuing to
keep a close eye on the industry environment is essential.

Supporting the global development of startup companies “Global Incubation Stream”
Launching the accelerator program “Open Network Lab HOKKAIDO”

open Network Lap S ONe of our main initiatives, we
HOKKAIDO expanded Digital Garage’s overseas
investment business to further

strengthen the global incubation stream connecting North
America, Japan, Asia, and Europe. In addition to a North
American Al-related startup support studio ALl Turtles
and a Hong Kong-based startup support company Mind
Fund and its network in Asia, we began collaboration
with byFounders, a fund formed by a group of founders
of promising northern European startups. In addition to
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collaboration with these companies, we planned events
gathering top startups at the San Francisco-based
incubation center DG717 to match startups with local
investors, collaborated with worldwide programs, and
evaluated alliances to allow the common use of office
space by entrepreneurs in each region, enhancing our
support of startups utilizing the global network of Open
Network Lab, a development program for globally focused
startups that is now expanding into the US, Japan, Europe,
and Asia.

advance investment schemes in line with the criteria

Supporting the global development of startup companies “Global Incubation Stream”

Promoting global collaboration with the seed accelerator “Open Network Lab”

% v By strengthening collaboration in the US, Japan, Europe, and Asia, support globally focused startups
v’ Collaborate with worldwide programs and evaluate alliances to allow the common use of office space

Digital Garage

by entrepreneurs in each region
v Plan events in San Francisco to gather top startups and match them with local investors

mit
I I media
lab

BOSTON
SAPPORO N

i g —_—
byFounders

" ""INDIA_‘ff{/ e

HONG KONG

SINGAPORE#’ 1 P
INDONESIA ¢

EUROPE ASIA / HONG KONG SAN FRANCISCO / NEW YORK / BOSTON
v v v ' v v

Z W oscenenr | A | & W e, =6 X L

byFounders MINDFUND [l oo ot 717

Collaboration with DG in FY18.3
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Long-term Incubation Segment ANNUAL REPORT 2018
New segment launched to create long-term, continuous — Kakaku.com, Inc.'s main business progress
cash inflow
[Kakaku.com, Inc. Group Accumulated Traffic] YOY
Monthly users for the overall group are increasing year by year, totaling 288.21 million +3 'I 5
In FY 2018, the segment name was changed to the Long-term Incubation Segment users, a 31.5% YoY increase (March 2018) J%
(LT1). In addition to our equity-method affiliate Kakaku.com, Inc., by making (Millions of people)
companies receiving DG investment group companies, we are promoting a style 300
LONG-TERM INCUBATION which continuously realizes incubation results. Going forward, in addition to the
SEGMENT above, we will establish joint ventures with other alliance partners and aim to create - || icotto
long-term, continuous cash inflow. ' KaKakKu ﬁ"\ arn) — I Kyujin Box
— — - - M recipom
200 N = = B I + CLAP Men
. - - Kinarino
P I | [ | - - Ml webCG
- - - - - - - eiga.com
100 M Sumaity
KEY FIGURES FY 2018 B B B B B BB BB B B B W dtravel
Segment [ priceprice.com
58 [RElD Segment net sales Segment profit before taxes Tabelog
FY 2018 M Kakaku.com
1 80/ 1 1 o 3 1 o 0 [ Other
e m ¥ billion JPY m K billion JPY MAR  JN S DEC | MAR N SEP  DEC | MAR  JUN  SEP  DEC | MAR
2015 2016 2017 2018
*Extracted from Kakaku.com, Inc.’s Results Briefing for FY2018/3

Market Environment and Business Overview

Kakaku.com, Inc.’s inves