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Notice of Release of Transcript of Financial Results Meeting

MarketEnterprise Co., Ltd. announces the release of the following transcript of its financial results meeting for the fiscal
year ended June 30, 2023, held on August 14, 2023.

Kobayashi: | am Yasushi Kobayashi, President and CEO of MarketEnterprise Co., Ltd. Thank you very much for
taking time out of your busy schedule to participate in our financial results briefing today.

Today, | will begin with an explanation of our business activities, followed by an overview of the current fiscal
year's performance by Imamura, Managing Director and CFO, and then | will explain the status of the revision
of our medium-term management plan.

Please note that there will be time for questions and answers at the end of the presentation.
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| will now start with the explanation of our business activities.



Our long-term vision is to be an optimizing trading company that realizes a sustainable society, and we have
been engaged in a diversified business focusing on second-hand online business.

In the second-hand online business, we have been engaged in businesses such as second-hand service for
individuals, machinery business centered on agricultural equipment, and a matching platform business called
Oikura. For media business, we offer eight media, and for mobile and telecommunications business, we
mainly offer the service called ka-shimo WiMAX.
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This is a graph of sales growth from the foundation to the present.

In the fiscal year ending June 2023, the sales totaled JPY15.257 billion. As | will explain the revision of the
medium-term management plan later, we intend to accelerate our efforts to further expand sales to JPY20
billion, JPY25 billion, and JPY30 billion in the future.
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Imamura: Let me go through today's agenda.

| will explain the first two topics, which is the financial results for the fiscal year ending June 2023 as the first
topic, and the situation by segment as the second topic.

For the third, as Kobayashi mentioned earlier, we have actually revised our three-year plan for the fiscal year
ending June 2024 and beyond. This topic will be explained by President and CEO Kobayashi.

This is a summary of our business activities and other information in the form of the appendix disclosed today.
| will omit the explanation on it this time, but | hope you will check it out when you have time.
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I will now give an overview of the financial results for the full year.
For financial highlights, the sales, operating income, and ordinary income/net income are shown.

The net sales increased by 27.3% YoY. The Company recorded its highest sales in its history. We had planned
for JPY15 billion, and the result was almost in line with this plan. All segments recorded record sales, although
they were outperformed and underperformed the plan, respectively.

The gross profit was up 36.3% from the previous year at the gross profit level, but the amount of operating
income was lower than the Company's plan. The two main factors of difference are as follows:

First, the gross profit amount was not achieved. In the second-hand online business segment, the gross profit
margin improved considerably, but the gross profit amount was lower than the plan due to an
underperformance of the sales amount against the plan. The other factor is an increase in SG&A expenses.
As | will explain in more detail later, operating income fell short of the initial plan due to unexpected expenses
related to trust-type stock options and a one-time increase in expenses as a result of bringing forward the
opening of the business base for second-hand online business.

The ordinary income and profit attributable to owners of parent exceeded the initial plan. The ordinary
income was at the same level as the plan due to a gain on valuation of derivatives. The profit attributable to
owners of parent significantly exceeded the initial plan as a result of a gain on sales of investment securities
recorded in Q4.

These are the highlights.
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Continuing on, this is P&L based on what | just explained.

The net sales were JPY15.257 billion versus the plan of JPY15 billion, the operating income was JPY94 million
versus the plan of JPY300 million, the ordinary income was JPY278 million versus the plan of JPY275 million,



and the profit attributable to owners of parent was JPY290 million versus the plan of JPY167 million.

The gross profit increased 36.3% over the previous year, but the amount was a little short of the plan, resulting
in operating income as shown here.
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This page shows the factors for differences of sales and operating income against the plan. Let me explain the
major factors.

First, please see the top two lines for the second-hand online business. The number of active buyers fell short
of the plan due to delays in hiring and training onsite buyers for second-hand service for individuals. As a
result, it had a negative impact of approximately JPY1.350 billion on sales and JPY369 million on operating
income.

On the other hand, the gross profit margin of second-hand service for individuals were higher than initially
expected, resulting in a positive operating income impact of JPY78 million.

The other large factor was mobile and telecommunications business, third segment from the top, which
performed quite well. The impact on sales was an increase of JPY1.204 billion, and that on operating income

was an increase of JPY204 million, covering the weak performance of the second-hand online business.

As company-wide, expenses related to trust-type stock options had to be recorded in a hurry, which increased
SG&A expenses by approximately JPY60 million temporarily.

These are the major factors impacted on sales and operating income respectively.
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Here is an analysis of changes in operating income on a consolidated basis.

The increase of a JPY1.552 billion was due to an increase in sales and continued improvement in gross profit
margin. The orange area corresponds to this part, and these two factors are the main reasons for the increase

in revenues.

On the other hand, the decrease of JPY1.138 billion in operating income was due to investments mainly in
personnel and business locations, as well as the one-time increase in SG&A expenses related to trust-type

stock options, as mentioned earlier.

The sum of factors one and two, which is the total of factors for increased and decreased profits, generated
an improvement of JPY414 million YoY to positive JPY94 million in operating income.
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Next page shows the quarterly performance of consolidated results.

On the left is net sales and on the right is adjusted operating income. This excludes the impact of expenses

related to trust-type stock options, which is a one-time expense, but you can see that both net sales and
operating income are on a steady recovery and expansion trend.
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10
Moving on, the sales composition by segment is as shown.

As | mentioned earlier, all segments recorded record sales. On a consolidated basis, sales growth was from
JPY11.9 billion to JPY15.3 billion or 27.6% YoY.
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Here are the quarterly profit trends by segment.

Regarding segment profit trends, the second-hand online business, which was set as the centerpiece of the
medium-term management plan, has been growing steadily.

The mobile and telecommunications business on the far right shows significant gains in Q3 and Q4 due to a
one-time increase in initial revenue. | will explain more about this in the mobile and telecommunications

section. We believe that the structure of profits will be more like a leveling trend than a temporary expansion
in Q3 or Q4.
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Next page shows the first item of other notes on the business performance. The one-time increase in SG&A
expenses is due to one-time SG&A expenses related to trust-type stock options.

In conclusion, as noted at the bottom of this report, an increase in SG&A expenses of JPY60 million has
occurred as a result of this impact. This expense is only temporary and is not expected to have a material

impact going forward.

In a nutshell, the National Tax Agency released on May 30 a Q&A on taxation of stock options, which requires
withholding of taxes retroactively from prior years for trust-type stock options that we had introduced. This
cost was recorded in Q4, and the impact on this fiscal year is as shown.

ZOMEBCEITIHFEEIE @  (HsiRmoit L)
vV YEESETEECAIIREEMNE (FUNT(IEHMEE) OFRERR

= MARKET
ENTERPRISE

1w =
-2022F9H 148N S B T AESEMFRELR., [EESRFR BHARMEAEREI2H] (%) CLDREUESINE
- Y2 HAM R OF M KRB RICH I D U O SO (ERIMER) [CEEkEd

- BARRYIC(E, HIMEHEAR B IS s D2 ORRAATATIE SRR B BS sa0bkiiiE

L FErias =S5 125 £93
LrmEbreas =SSN EA % L3

(%) HEZEMOBEIE, 202249A 148 DR E LR B PR SEREES | OFFEICB I 2B505E 12 TS BIZE

LB AFHFEEICHT SRR
-UERESHHEECH 2B = 2198 AA0ERIMRG TUNT T oiEnm

| smsmemEms | | ummateERs |
‘ il | | 1,219M \ 1,659H ‘
IR 8787 | | 21985R | msmemkic +13285m)

13

The second point is the recording of non-operating income. Non-operating income or gain on valuation of



derivatives in the accounting items in this fiscal year is as shown.

The amount of impact in the current fiscal year was JPY219 million, which was recorded this time. In a nutshell,
the scheme is that if the Company's stock price rises, a non-operating profit is recorded, and if it falls, a non-
operating loss is recorded. Compared to the previous Q3, there has been an increase in the stock price, and
this amount has been recorded.
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Here is the final point. There was an extraordinary profit, which is, to be more specific, gains on sales of
investment securities. An extraordinary profit or a gain on sales of investment securities of JPY345 million

was recorded as a result of the sale of one of the unlisted investment securities held by the Company during
Q4.

These are the overall trends in performance.
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| will now give an overview of our business by segment.

First, this is the full-year results for the second-hand online business. Sales were affected by delays in hiring
and training buyers, primarily for second-hand service for individuals. As a result, sales fell short of the plan.
Although segment profit margins improved significantly from the previous year, profit amount were lower
than expected due to the impact of lower sales. For details, please see this table.
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There are three categories.

First, let me explain about second-hand service for individuals. The key strategy for second-hand service for



individuals has been to focus in earnest on uncovering needs of the latent customer in addition to the
apparent customer, whereas in the past the approach had been to the apparent customer. To this end, in
addition to hiring and training on-site buyers, we also promoted productivity improvement.

You can see the iceberg diagram on the left. Our target market has been JPY3 trillion, which is a large enough
market. For this market, we target mainly young to middle-aged people who are clearly aware of second-
hand market, and we purchase items through preliminary assessments by contact centers. After presenting
a firm price, we purchase items through one of the following channels: delivery service, in-store, or on-site.

As of the beginning of this fiscal year, we added the potential market to our target, mainly for senior people,
which is said to be JPY44 trillion in terms of hidden assets, as shown below. In targeting the group that is not
clearly aware of second-hand market, in addition to conducting a thorough pre-assessment at the contact
center, buyers will visit the customer's home immediately after the time when they originally consulted with
us about the purchase. There, we conduct direct face-to-face sales activities in order to firmly approach the
potential needs of these customers and to uncover these needs. Based on this approach, we decided to add
this latent customer group to our target to expand the business.

To this end, as indicated in the box on the right, we have set the strengthening of on-site purchase as a key
point for business growth.
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In addition, | would like to outline the most recent actions.

In addition to hiring and training on-site buyers, there are these two initiatives. For initiatives of opening new
business base to expand commercial area, we opened the Chiba Reuse Center last October 2022 and the
Shinagawa Reuse Center in May of this year.

The right side is the second initiative. This is to expand handling products in order to approach potential needs
effectively. In addition to the products, we have handled to date, we have expanded our product lineup as



shown on the right, with an emphasis on approaching latent needs.
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As a result of those initiatives, the quarterly performance of the business is as shown.

Sales have been steady on quarterly basis. Compared to Q4 of last year, sales have grown by 17.5% in this Q4.
On the other hand, delays in hiring and training buyers still affected sales, which were slightly lower than
planned.

Next is gross profit. As you can see in the chart on the left, the gross profit margin has steadily improved as
the ratio of on-site purchases has increased. As shown on the right-hand side of the graph, gross profit growth
has significantly outpaced sales growth. While sales grew by 17.5% YoY, gross profit grew by more than 32%.
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Here is one key point, the number of purchase requests.

We continue to receive an ample number of purchase requests. On annual basis as shown on the left side,
we received 462,000 purchase requests, a 23.5% increase over the previous year. On quarterly basis as shown
on the right side, the number of purchase requests is also increasing steadily.

We have been aggressively taking efficient marketing measures, which has led to a steady increase in the
number of purchase requests.
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This is the number of purchases by sales channels for second-hand service for individuals.



As | mentioned earlier, we are focusing on on-site purchases that target potential needs and have many high-
unit-price products. Therefore, the number of on-site purchases is growing significantly compared to the
same quarter last year.

The number of purchases using delivery services is shown in the middle bar graph. This has been decreasing,
but this is because we are actively shifting purchases that were previously done through delivery services to
on-site purchases to improve the unit price by visiting the customers.

On the right side, the number of purchases at stores increased due to the expansion of the commercial area
by the opening of new locations in Chiba and Shinagawa.
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Next, this is the sixth item for second-hand service for individuals, which is the performance of the number
of on-site buyers and productivity.

This also increased significantly compared to the beginning of the period. The number of on-site buyers
increased from 42 to 64 at the beginning of Q4 but did not reach the planned number.

On the other hand, as shown in the table on the right, productivity of active buyers has been increasing
extremely steadily, and earnings are expected to improve as a result of future increases in headcount.

Returning to the bar graph on the left, the number of buyers has more than doubled from 42 at the beginning
of the fiscal year ending June 2023 to 88 buyers who are with the Company as of the beginning of the fiscal
year ending June 2024. This is expected to hit earnings in the fiscal year ending June 2024.

What is noticeable in the table at right is the number of purchases per buyer shown in the third row from the
top. In Q1, the number of quarter purchases per buyer was 126.2, and it has grown 164.1 in Q4. Productivity
has increased by 30% from Q1 to Q4 as shown at the bottom. In terms of the number of buyers at the



beginning of this fiscal year, it has increased by 46, more than doubled since last year. Based on this, we intend
to increase productivity and improve profitability for the fiscal year ending June 2024.
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Continuing on to machinery.

This is the quarterly sales trends.

Although there were some ups and downs due to seasonality, etc. by quarter, the sales were a 22% increase
YoY basically. What is noticeable is gross profit, as shown in the line graph on the left. Both the gross profit
margin and the amount have significantly increased along with the improvement of the management level

after going through PMI and the increase in the overseas sales ratio.

On the right is the trend of gross profit amount. The gross profit grew 39% YoY to JPY173 million.
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The next page shows that the sales have been growing steadily in each quarter.

On the right side, we have provided a reference value for the machinery business profit. This business was
originally started by our company on our own, and we have since merged and acquired export functions. We
have also made M&As in the domestic corporate channel. We were in the midst of the PMI, which gradually
began to end, and we returned to profitability in the most recent quarter of the fiscal year ending June 2023.
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The next page shows the overall performance of what | explained earlier.

Overseas and domestic sales began to contribute to earnings in H2 of 2023. We are now in the phase of firmly



putting Q2 profitable business on a profitable track for the fiscal year ending June 2024.
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There is another factor for overseas sales. As shown at the center of the page, although in small letters, you
can see where it says the impact of the COVID-19 pandemic on overseas freight rates. On the next page, to
show this impact specifically, the changes in the ocean freight rate are shown in this chart. The ocean freight
rates, which had remained high for a long time due to the impact of the COVID-19 pandemic, have recently
declined 72.5% from their peak.

For overseas customers to purchase our products, there is the total price of the product itself plus the
overseas freight cost. Its freight rate has been gradually decreasing. In addition, the weak yen has also helped
to bring down fares comparatively for overseas customers. Overall, the fact that freight rate began to decrease
to more affordable levels is one of the positive factors.
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Overseas demand for Japanese second-hand agricultural equipment is expected to grow due to the fact that
needs from African countries have become more apparent recently, in addition to the strong demand in
Europe, the Middle East, and Asia for the equipment, used in Japan, based on the reputation that Japanese
second-hand equipment performs well and is hard to fail.
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Moving on to Oikura.

As you can see, sales increased QoQ, and the number of franchise stores is also increasing steadily. The
number of franchise stores decreased in Q1 due to the change from pay-as-you-go plans to monthly billing
plans but has been on a steady recovery path in recent quarters.
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In addition, we have also included collaboration with local governments as a theme.

As of the end of the current fiscal year, the Company has completed partnerships with 50 municipalities.
Population coverage is now expanding to 17.4%.
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Moving on to the media business. This is the second segment.

Both the net sales and the segment income have remained steady. The net sales and the segment income
increased by 9.8% and 6.6%, respectively, YoY. Both of them are also showing steady growth as planned.
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The next page shows the expansion of the profitability of media in areas other than telecommunications,
which was a priority issue in the management plan, and the diversification of the earnings base that

accompanies this expansion.

Dark green represents sales outside of telecommunications, and light green represents sales in
telecommunications. We have been able to diversify our revenue base and are now able to maintain sales in

other media in addition to telecommunications.
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The last segment is the mobile and telecommunications business.
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Sales remained steady in this segment as well. Sales have been growing steadily YoY, with stable growth in
both initial and recurring-type revenues.

Profits increased significantly YoY due to a one-time increase in initial revenues, as shown in the bar chart at
right. Segment income increased significantly to JPY187 million in Q4 of the fiscal year from JPY4 million in
Q4 of the previous fiscal year. However, this increase is due to a temporary factor. For Q1 of the fiscal year
ending June 2024 and beyond, this rapid growth is expected to level off overall.
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The next page shows the trend of the number of new and existing subscriptions, which are KPIs.

The number of new subscriptions grew by 12.5% YoY. The number of existing subscriptions also increased by
17% YoY. The number of cancellations is also being controlled by plan changes and aggressive sales activities,
while the number of existing subscriptions is being accumulated solidly.
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Lastly, next page shows the future profit projection for existing subscriptions that | mentioned earlier.

The number of customers sent from internal and external sources has remained steady and it resulted in an
increase of 12.5% YoY. We expect stable revenues in the future maintaining this level as a plan. The pale color
bar graph on the right side shows the initial plan, which was JPY697 million, but the actual revenue was
JPY796 million, a 14.2% increase over the plan.

Thereafter, we intend to maintain this level and firmly aim for stable recurring revenues in the mobile and
telecommunications business.

This is a summary of the financial results for the fiscal year ended June 2023, as well as an overview of the
figures by segment.

From here, President and CEO Kobayashi will explain the revised three-year medium-term management plan
from June 2024 onward. President Kobayashi, please begin.

Kobayashi: | will now explain our three-year plan for the fiscal year ending June 2024 and beyond.
First, business activities of the Company. Under the vision of an optimizing trading company that realizes a

sustainable society, the Company will continue to engage in diverse business, mainly second-hand online
business.
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The next page shows our market perception.

The second-hand market is expanding every year. The market was said to be worth JPY3 trillion in 2022, but
the market is expanding at a rate approaching JPY4 trillion by 2030.
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It is also estimated that there is roughly a JPY7.6 trillion need for the sale of unwanted goods within a year.
As for hidden assets, assets lying at home, it is said that there is a huge market of JPY44 trillion. It is also
estimated that 65% of hidden assets are held by seniors in their 50s and older.
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Here is a breakdown of personal financial assets by generation.

In 2020, 68.5% of total personal financial assets is held by the population aged 60 and over, and 83.8% of that
is held by the population aged 50 and over. The composition ratio has changed dramatically. As a demographic
trend, we believe that Japan's population is declining and the second-hand market is growing year by year,
while at the same time, asset holdings is facing a turning point.
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The next page shows the data on the decline in the agricultural population.

The domestic agricultural working population has been declining year by year, and the key agricultural



workers has decreased from 1.75 million in 2015 to 1.16 million in the most recent data.

In addition, with the decline in the farming population, the number of people leaving farming and quitting
farming is increasing greatly.
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The average age of farmers is now 67.9 years old, and in such the environment, the need to dispose of used
farm equipment will continue to arise.
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The next page shows the strategy of our entire group.

Once again, it is said that the population will go from 120 million to less than 90 million by 2060 in Japan. In



this context, a very large number of second-hand products are expected to come out of their homes as hidden
assets. In addition, the JPY44 trillion market mentioned earlier is composed of the hidden assets lying at
home and does not include data such as cars, books, and agricultural equipment. Therefore, more and more
unwanted goods are coming out to the market in the future.

Against this background, we would like to propose sustainable and optimal consumption behavior.

In addition, we have been engaged in the second-hand online business through the Internet since our
establishment, and we would like to expand and diversify our businesses based on digital technology in order
to realize a sustainable society. In the domain of optimization business x DX, we hope to realize an
optimization trading company that realizes a sustainable society.
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The next page shows the sales plan by segment for the fiscal year ending June 2024.

We will continue to maintain our plan to increase sales in all segments, but we have made some revisions to
the sales figures for each of these segments. Sales of overall second-hand online business is expected to grow
45.4% YoY, with the growth of second-hand service for individuals 46.4%, machinery 42.6%, and Oikura
business 41.2%.

The sales of the mobile and telecommunication business were revised as you can see based on the strong
performance. We expect to maintain the plan for total consolidated sales of JPY20 billion, a 31.1% increase
over the previous year.
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The next page shows consolidated earnings forecast.
Sales are at the same level of JPY20 billion, but we have revised operating income plan to JPY800 million. This
is because upfront cost will incur in Q1 to open two new locations, in Minami Osaka and Hiroshima, and to

expand the contact center in Q1 to the first half of Q2.

The ordinary income and profits below it are forecasted based on the assumption that the share price level
is equivalent to that of the fiscal year ending June 2023.

As a result, we expect sales to increase by 31.1%, gross profit by 46%, and operating income by 745.3%.
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The next page shows a summary of the strategies in the previously announced medium-term management
plan and current status we recognize.

The overall policy is to re-expand the second-hand service for individuals and expand and monetize the
machinery business. In the media business, we will maintain a highly profitable structure and achieve growth
in excess of market levels. In the mobile and telecommunications business, we will build the recurring-
revenue type earnings based by expanding existing subscription.

As our initial strategy, in second-hand service for individuals, we have been aiming to strengthen on-site
purchasing to reach out to potential customers. In machinery business, we have been aiming to expand
exports and domestic corporate trading functions that were acquired through M&A and to improve
profitability by PMI. As for the current situation, in the second-hand service for individuals, the biggest issues
are delays in progress caused by shortfall of the number of active buyers against the plan, and the expansion
of the number of active buyers. In the machinery business, although PMI was delayed, the scale of the
business expanded as expected, and in Q4, the business successfully improved its structure to achieve
profitability and is expected to be profitable in the future.

In the media business, as initial strategy, we have been expanding new fields to diversify and stabilize our
revenue base, which had been dependent on the telecommunications field. As for current situation, media
in fields other than telecommunications have also successfully been launched, diversifying our revenue base,
and resulting in steady growth in both sales and profits.

In the mobile and telecommunications business, initial strategy was to increase the number of existing
subscriptions to build a recurring-revenue type earnings base. As for current situation, with easy-to-
understand, simple, and low-cost as differentiating factors, the number of existing subscriptions grew steadily.
Also, sales, profits, and future earnings have exceeded expectations.
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The next page shows the reason for the difference between the initial medium-term management plan and
the plan for the fiscal year ending June 2024 we announced this time.

In the second-hand service for individuals in the second-hand online business, the impact on operating
income is a decline of JPY200 million due to a shortfall in the number of active buyers against the plan at the
beginning of the period. In addition, additional investment of JPY150 million is to be made in Minami Osaka
location, Hiroshima location, as well as in expansion of contact center in the second-hand service for
individuals. In mobile and telecommunications business, an outperformance of the number of existing
subscriptions and the number of new subscriptions acquired against the plan had a positive impact on
operating income of JPY100 million. On company-wide basis, the relocation of the head office due to the
reconstruction of the building where current head office is in will occur in the latter half of Q3 to Q4, which
will have negative impact on operating income of JPY100 million. As a result, a decline of total of JPY350
million is expected.
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The next page shows a three-year plan that begins with the fiscal year ending June 2024.

Following the strategy in the previously announced medium-term plan, we aim to achieve sales of JPY30
billion and operating income of JPY2 billion in the fiscal year ending June 2026 by making up for the delay in
the fiscal year ending June 2023 and by continuing to invest.
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The next page shows the transition of results since listing and the plan for the next three years.

Starting with net sales of JPY15.2 billion and operating income of JPY94 million in the fiscal year ending June
2023, our plan for next three years is as follows: net sales of JPY20 billion and operating income of JPY800



million in the fiscal year ending June 2024; net sales of JPY25 billion and operating income of JPY1.3 billion in
the fiscal year ending June 2025; and net sales of JPY30 billion and operating income of JPY2 billion in the
fiscal year ending June 2026. We would like to proceed with the plan with further growth and improvement

in operating income margin.

That is all from me.



