Outline of Financial Results Briefing by SQUARE ENIX HOLDINGS held on Nov. 7, 2022

We would now like to begin the Financial Results Briefing
session of SQUARE ENIX HOLDINGS (the “Company”) for the first
half of the fiscal year ending March 31, 2023 (“1H FY2023/3”).
Today’s presenters are:
Yosuke Matsuda, President and Representative Director, and
Atsushi Matsuda, Chief Accounting Officer.

First, Mr. Matsuda, Chief Accounting Officer, will give an
overview of the Company’s financial results for 1H FY2023/3,
and then our president Mr. Matsuda will discuss the progress
made by each of the Company’s business segments.

I am Atsushi Matsuda, the Chief Accounting Officer. I will be
providing an overview of our 1H FY2023/3 results.

In 1H FY2023/3, the Company booked net sales of ¥163.3
billion (down ¥5.6 billion YoY), operating income of ¥26.0 billion
(down ¥3.1 billion), ordinary income of ¥45.1 billion (up ¥13.7
billion), and profit attributable to owners of parent of ¥39.4
billion (up ¥16.5 billion).
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I will next break down our results by segment.
The Digital Entertainment segment posted net sales of ¥117.1
billion (down ¥12.3 billion YoY) and operating income of ¥24.5
billion (down ¥4.9 billion).
Net sales declined YoY in the HD Games sub-segment despite
the release of such titles as “LIVE A LIVE” and “DRAGON QUEST
X OFFLINE,” as earnings from new titles were lower than in the
same period of the previous fiscal year, which had seen the
release of “OUTRIDERS” and “NieR Replicant
ver.1.22474487139….”
Net sales rose YoY in the MMO sub-segment thanks to growth
in monthly paying subscriber numbers for “FINAL FANTASY XIV.”
While “FULLMETAL ALCHEMIST MOBILE” got off to a strong
start following its August launch in the Games for Smart
Devices/PC Browser sub-segment, it was unable to fully offset
weakness in existing titles, and the sub-segment’s net sales
therefore declined YoY.
The Amusement segment booked net sales of ¥25.8 billion (up
¥4.8 billion YoY) and operating income of ¥2.5 billion (up ¥1.9
billion). Net sales and operating income rose YoY due to
significant growth in same-store sales.
The Publication segment booked net sales of ¥14.6 billion (up
¥500 million YoY) and operating income of ¥6.0 billion (up ¥100
million). Sales and profits rose YoY thanks to growth in both
digital and print sales, including strong sales of the major hit
comic “My Dress-Up Darling.”
The Merchandising segment posted net sales of ¥7.4 billion (up
¥1.6 billion YoY) and operating income of ¥1.7 billion (down ¥21
million). Sales of new merchandise based on key IP were strong,
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but the sales mix changed, resulting in higher net sales but
lower operating income than in the previous fiscal year.
This concludes my overview of our 1H FY2023/3 financial
results.
I am Yosuke Matsuda. I will be providing additional details on
how we performed in 1H FY2023/3.

In 1H, net sales and operating income declined YoY, but net
income rose mainly because we booked gains from foreign
exchange and from the sale of shares in affiliated companies.

This is a breakdown of the Digital Entertainment segment’s
performance.
Net sales and operating income declined YoY in the HD Games
sub-segment due to new titles generating lower earnings than
those of the previous year, and although “FULLMETAL
ALCHEMIST MOBILE” got off to a strong start in the Games for
Smart Devices/PC Browser sub-segment, it was not enough to
fully offset weakness in existing titles.
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This is our HD Games pipeline. We are planning to release
multiple new titles in 2H, as well.

In the MMO sub-segment, “FINAL FANTASY XIV” and “Dragon
Quest X Online” both delivered solid performances.

This is a list of the main titles in the Games for Smart
Devices/PC Browser sub-segment.

This shows the split between digital and packaged game sales
in the Digital Entertainment segment.
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This slide shows units sold by region in 1H.
Sales volume declined sharply YoY, primarily due to the
exclusion of sales from IP sold in the divesture of select overseas
studios and IP, which were included in sales volume figures
through FY2022/3.

This chart shows 12-month moving average data.

Net sales and operating income rose YoY in the Amusement
segment thanks to sharp growth in same-store sales compared
to the previous year. 1H sales in the Amusement segment were
above pre-pandemic levels. We look forward to further growth
as the weak yen and the easing of entry restrictions attract more
foreign tourists to Japan.
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The Publication segment saw net sales and operating income
increase YoY due to higher digital and printed media sales.

This shows the split between digital and printed media sales in
the Publication segment. Sales in both categories are on the
rise.

Net sales rose YoY in the Merchandising segment, driven by
brisk sales of new merchandise based on key IP. Operating
income was broadly flat YoY partly due to changes in the sales
mix.

Next, I will discuss our progress in our medium-term business
strategy.
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We completed the divestiture of select overseas studios & IP, as
announced in our August 26, 2022 release entitled “Completion
of Share Transfer with Change to Subsidiaries.”

As part of our efforts to strengthen our IP ecosystem, we are
moving forward with the reshaping of our portfolio in the Digital
Entertainment segment and the strengthening of our publishing
structure.

We will focus resources into developing attractive titles for the
global market and work on bolstering our internal development
function. Rather than limiting ourselves to full ownership, we will
invest in development studios using a range of capital structures,
thereby enriching our portfolio and achieving sustained growth,
while diversifying our investment risk.

As part of plans to bolster our publishing structure, we are
working on enhancing our global publishing function through the
appointment of Chief Publishing Officers (CPOs).
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Our work in taking on new domains is largely focused on
blockchain entertainment. Despite volatility in the value of
cryptocurrencies, we view our efforts in the blockchain
entertainment domain as very important initiatives from a longterm perspective.

In the field of blockchain game/entertainment development,
we are engaged in projects such as “Shi-San-Sei Million
Arthur” and “SYMBIOGENESIS.”

We are working on several initiatives involving investment in the
blockchain entertainment domain, as we believe it important to
collaborate with a variety of business partners.
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This slide shows some of the new investments we are making in
the blockchain and cloud domains.

Here we show previously announced investment projects.

This chart shows our investment portfolio in new domains.

Lastly, I would like to discuss our forecasts for FY2023/3.
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Our FY2023/3 financial forecasts remain pending.
We are refraining from providing financial forecasts due to our
ongoing assessment of the costs of transferring control of
divested overseas studios, the impact of global supply chain
disruptions on sales of major new titles and other products, the
impact of foreign currency swings on ordinary and net income,
and the difficulty in forecasting changes in consumption owing
to macroeconomic uncertainty.
We designated FY2023/3 as a year in which to lay the
foundations that will enable us to achieve our medium-term
earnings objectives, but we still intend to pursue YoY growth in
sales and profits.
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SQUARE ENIX HOLDINGS CO., LTD.
1H FY2023/3 Financial Results Briefing Session Q&A
Date/Time: November 7, 2022 (Mon); 6:30-7:30 pm (JST)
Main Speaker: Yosuke Matsuda, President and Representative Director
Q&A
Q: What was the reason for the QoQ decline in the operating income margin in Q2 in the Digital Entertainment segment?
A: This was mainly due to development cost amortization and advertising costs associated with new titles released at the
end of Q2 outweighing the sales that they had generated at that point in time.
Q: You said you were aiming for profit growth in FY2023/3. How do you intend to catch up in 2H?
A: In 2H, we plan to release a variety of new titles, including FORSPOKEN. In addition, based on market trends in 1H, we
will also strive to recognize growth in other segments.
Q: My understanding had been that FY2023/3 was to be a year of advancing structural reforms designed to improve
profitability. However, you said you are targeting profit growth this year as well. How do you intend to deliver both
structural reform and profit growth at the same time?
A: We do not dispute that the implementation of the structural reforms will have an impact on our earnings, but we
nonetheless intend to pursue growth by releasing multiple new titles in the HD Games sub-segment in 2H.
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