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. Chapter 1: Second quarter results
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Cumulative Quarterly Results(YoY)

(JPY mn)
YoY
FY2019 Q2 (FY2018 Q2 cumulative)
cumulative
Result Change Chf;‘”ge
(%)
Net sales 18,023 22,488 -4,464 -19.9%
Gross profit 2,969 3,920 -950 -24.3%
SG&A expenses 3,074 3,354 -279 -8.3%
Operating profit -104 566 -671 -
Ordinary profit -21 525 -546 -
Profit attributable to
owners of parent -227 262 -489 -
Net D d JPY -4,464 ( %) Operating D d JPY -671 (-)
e ecrease -4, mn -19.9% profit ecreazse - mn (-
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Quarterly Results (YoY, QoQ)

(JPY mn)
YoY FY2018 Q2 QoQ FY2019 Q1
FY2019 Q2
Change Change
Result Change (%) Result Change (%)
Net sales 8,997 11,044 -2,047 -18.5% 9,026 -29 -0.3%
Gross profit 1,515 1,802 -287 -16.0% 1,454 +60 +4.2%
SG&A expenses 1,510 1,647 -137 -8.3% 1,564 -53 -3.4%
Operating profit 4 154 -150 -97.0% -109 +114 —
Ordinary profit 54 206 -152 -73.8% -75 +129 -
Rt 39 68 -29 -42.7% -266 +305 -
Net Decreased JPY 2,047 mn YoY (-18.5%) Operating Decreased JPY 150 mn YoY (-97.0%)
sales Dpecreased JPY 29 mn QoQ (-0.3%) profit Increased  JPY 114 mn QoQ ()
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Q2 Net Sales/Operating Profit Factors

[Operating Profit QoQ (by segment)]

[Net Sales QoQ (by segment)]

[Main factors]

This quarter Previous This quarter Previous
quarter Change quarter Change

(FY2019 Q2) (FY2019 Q1) (FY2019 Q2) (FY2019 Q1)

Smartphone 4,396 4,525 -128 Smartphone
480 416 +64
PC 3,670 3,567 +103 PC
Overseas 624 705 -80 Overseas -100 -94 -6
Total 8,692 8,797 -105 Total 380 322 +58
(JPY mn)

Smartphone [Net sales: JPY 128 mn decrease]

UNICORN sales increased, but new game app titles decreased in Q2 and major overseas game
client’s campaign from Q1 declined due to the budget being used up.

PC [Net sales: JPY 103 mn increase]
Finance: Campaigns expecting demand for cashless consumption tax refunds increased.
EC: Strict compliance with the Act Against Unjustifiable Premiums and Misleading

Representations in Q1 reduced
sales related to health foods and cosmetics, but health food campaign sales increased in Q2.

Overseas [Net sales: JPY 80 mn decrease]

Sales decreased due to decline in budgets from brand advertisers in China as well as reduced
cross-border EC orders from China due to the strong yen.
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Net Sales (QoQ Change)

JPY mn
12,000

10,000

8,000

6,000

4,000

2,000

0

Other

9,026

8,997

FY2019 Q1

FY2019 Q2

Media contents ' Overseas M PC (including web browser) = Smartphone

Copyright © Adways Inc. All Rights Reserved.

Domestic
" Advertising JPY 8,067 mn —

QoQ: JPY -25mn (-0.3%)
Smartphone - . ... JPY 4,396 mn

(mainly app advertising)
QoQ: JPY -128 mn (-2.8%)

UNICORN sales increased, but new game app titles decreased in
Q2 and major overseas game client’s campaign from Q1 declined
due to the budget being used up.

(PC web advertising and smartphone web advertising)
QoQ: JPY +103 mn (+2.9%)

[Finance]
Campaigns expecting demand for cashless consumption tax
refunds increased.

[EC]
Strict compliance with the Act Against Unjustifiable Premiums
and Misleading Representations in Q1 reduced sales related to
health foods and cosmetics, but health food campaign sales
increased in Q2.

—Overseas - - - ----JPY 624 mn —

QoQ: JPY -80 mn (-11.4%)

Sales decreased due to decline in budgets from brand advertisers
in China as well as reduced cross-border EC orders from China

due to the strong yen.

* The accounting periods of our overseas subsidiaries excluding India end in December,
so their FY2019 Q2 (April — June) figures are consolidated with the Adways Group’s
FY2019 Q2 (July — September) figures.
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Gross Profit (QoQ Change)

(JPY mn)

10,000 oo~ Q2 Gross profit: JPY 1,515 mn

9,026 8,997
v v QoQ: JPY +60 mn (+4.2%)

28.0%

9,000
Gross margin: 16.8% (+0.7 points)

8,000

26.0%

7,000

24.0%

6,000
5,000 22.0%
4,000

20.0%

3,000

1,515

1,454 18.0%
2,000 8%
%

16.0%

1,000

0 14.0%
FY2019 Q1 FY2019 Q2

mmm Net sales Gross profit Gross margin
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SG&A Expenses (QoQ Change)

(JPY mn)
1,800

1,564

1,600 v 1,510 - Q2 SG&A expenses: JPY 1,510 mn -
QoQ: JPY -53 mn (-3.4%)
SG&A to sales ratio: 16.8% (-0.5 points)

1,400

1,200

1,000

800 17:.3% 16.8%

600

400

200

FY2019 Q1 FY2019 Q2

M Other expenses
Depreciation

Rent @® SG&Ato sales ratio
Personnel expenditure Recruiting & education expenses
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Operating Profit (QoQ Change)

(JPY mn)

100 - Q2 Operating profit: JPY 4 mn
QoQ: JPY +114 mn ( - )

50 * Increased due to higher gross profit and
“109 lower SG&A

H

-50

-100

-150

-200

-250

-300
FY2019 Q1 FY2019 Q2

Operating profit
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Ordinary Profit
(QoQ Change)

(JPY mn)

100 54

50

-50
-100
-150
-200
-250
-300

FY2019 Q1 FY2019 Q2

Q2 Ordinary profit: JPY 54mn

{ QoQ: JPY +129 mn ( -)

]
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Profit Attributable to
Owners of Parent

(QoQ Change)

(JPY mn)

100

50 266 v/

0
-50
-100
-150
-200
-250

-300
FY2019 Q1 FY2019 Q2

Q2 Profit attributable to owners
of parent : JPY 39 mn

QoQ: JPY +305 mn ( -)

|
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Breakdown of FY2019 Q2 Ordinary Profit

Investment
partnership
management
. Other income loss FY2019 Q2
Gain from ordinary
Investment :
70 business +9 -7 profit
w W
+27 54
60 \/
W
50
Subsidy
revenue
40 Profit on
Interest income ¢currency +10
30 FY2019 Q2 anc_i dividend eXChange V/
Operating Income +4
income
20 +4 v
4 \/
10 \
o
(JPY mn) . . . .
Interest income and dividend income e o o s JPY +4 mn
Profit on currency exchange e ¢ ¢+ JPY +4 mn
Subsidy revenue e o ¢« JPY +10 mn
Gain from Investment business e o o s JPY+27 mn
Other income e e o o JPY +9 mn
Investment partnership management loss e e s o JPY -7 mn

Copyright © Adways Inc. All Rights Reserved. 12



Breakdown of Q2 FY2019 Profit
Attributable to Owners of Parent

Income taxes

total, Other
80 .30
FY2019 Q2
Ordinary profit v
70 »
54 FY2019 Q2
60 -3 Profit-attributabte to
v owners of parent
A Loss on sales of
50 shares of 39
+19 subsidiaries and
associates V
40 Gain on sales of
investment

30 securities
20
10

0

(JPY mn)
Gain on sales of investment securities * ¢ ¢ JPY 19 mn: No. of individual stocks

(3 companies)
Loss on sales of shares of subsidiaries and associates « « JPY-3 mn

Income taxes total, Other e ¢ ¢ JPY-30 mn: Including JPY-9mn

corporate tax for head office
Copyright © Adways Inc. All Rights Reserved.



FY2019 Consolidated Performance
Forecast Values
(April 1, 2019 - March 31, 2020)

(JPY mn)

Profit attributable to

Net sales Operating profit Ordinary profit owners of parent
Initial forecasts 43,200 730 770 252
Q2 Results 18,023 -104 -21 -227
Progress rate 41.7% - - -

Initial forecasts are those announced in the Results Summary dated May 13, 2019.

Copyright © Adways Inc. All Rights Reserved. 14



FY2019 Forecast Revisions

Net sales Operating profit
Initial forecasts 43,200 730
Revised forecasts 38,000 200
Change -5,200 -530
Change (%) -12.0% -72.6%

Initial forecasts are those announced in the Results Summary dated May 13

Copyright © Adways Inc. All Rights Reserved.

Ordinary profit

770

230

-540

-70.1%

, 2019.

(JPY mn)

Profit attributable
to owners of

parent

252

30

-222

-88.1%

15
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second quarter

&)

No People, No Gain

“No People, No Gain” based on
our corporate philosophy

Co-existence of
Humans s Machines

YJIOM uewINy € Se e AYm
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=Y
~



The key to our idea

handled by humans or
efficiency, humans will be 3
humans do best.

Automate what
humans can’t do

Consolidate what
machines can’t do to humans

Even if the circumstance change in the next 10 or 20 years, we will maintain an environ
which each employee can thrive to achieve our corporate philosophy of “No People, No Ga

Copyright © Adways Inc. All Rights Reserved.




What Is Real Ad Value?

Serving ads as “delivering information Automating simple tasks and
that has value” to relevant users allocating man-hours to jobs only
rather than showing ads users do not humans can do in order to continue
want to see creating ads as beneficial information
for users

Ads are supposed to become the connecting point for users to get in
touch with new information and thus need to be beneficial for users.

Copyright © Adways Inc. All Rights Reserved.

second quarter
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M arkEt G rOWth second quarter

Source: 2019 ad spend by media type, published by Dentsu

2018 2%

TV advertising

WM\ opy 1.7 tn
15
‘ Online advertising 10
3 05
§ l | JPY0.0tn
2 2000 2010 2018

ZO/ Online advertising is likely
to surpass TV advertising
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Digital Shift-Related

Trend in Ad Industry

Performance Ads

Video ads conveying more
information than display ads and
interactive ads providing more in

terms of user experience are in
demand to increase ad

effectiveness.

Copyright © Adways Inc. All Rights Reserved.

Branding Ads

Brand advertisers are increasingly
shifting their ad budgets to digital,
demanding not just brand
recognition but quantitative KPI

achievement from digital ads.

second quarter

21



Why We Should Take on Branding Ads
in Addition to Performance Ads

Adways’ area of expertise New area for expansion

ADWAYS

Using Adways Group’s UNICORN,
we can take on both areas and thus deliver real ad value to users.

Copyright © Adways Inc. All Rights Reserved. 22



se r‘,ice Exam p les second quarter

The following are explanations of our fully-automatic marketing platform UNICORN and our
comprehensive ad management support systemm STROBELIGHTS X, as examples of Co-existence
of Humans & Machines.

M licHTsx

UNICORN

Copyright © Adways Inc. All Rights Reserved. 23



Progress of UNICORN

UNICORN sales

Test operation period

B R S S S IR AP AP SRS SRR
8 & < &

Continued growth in sales

Copyright © Adways Inc. All Rights Reserved.

ROAS+ of users
acquired through UNICORN

[JIUNICORN
ersse @ Qe B%

(September 2019 results)*2

Continuing to achieve

*1 ROAS (Return On Advertising Spend) is the rate of return gained
against the advertisement expenses; it is the cost effectiveness of
advertisements.

*2 Aggregate of top five campaigns.

About UNICORN

24



Progress of UNICORN

Sales to agencies

Pre-sales to agencies Post-sales to agencies
Q3 FY2018 results Q1 FY2019 results

132.0% 126.8%

Agencies and direct sales
Adways

Growth by working together with major agencies

Al CyberAgent. CYBERQ R pigital Garage Ht D2CR

Cirep opt- %

* kX
* kX

SEPTENI

*In alphabetical order

About UNICORN

Copyright © Adways Inc. All Rights Reserved. 25



A Comprehensive Support System for second quarter
Performance-Based Advertisement

STROBELIGHTS X

What is STROBELIGHTS X?

Facebooke YAHOO! Google + @

4F 4T 4y 4G etc...
UNICORN

*In no particular order

STROBELIGHTSMX

Comprehensive dashboard enabling integrated management of ad
delivery status for each global mega platform.

S1HO9IM3g0dls 1Noqy

Copyright © Adways Inc. All Rights Reserved.
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STROBELIGHTS Best Practices

b " We have released “STROBELIGHTS Best
4 Practice Checker” that maintains ad
2 campaign settings optimized for each type

Best Practice Checker of media.

Square video
placement Q 100% CPI down 21%

(10)
Vertical video \\‘\
placement A 80%

(10)

Ad budget usage up to

0
s x| eow ceulc of
Optimization based on results BB e
by BPC
Media A
Media C
Media B

Week 1 Week 2 Week 3 Week 4

Copyright © Adways Inc. All Rights Reserved.
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New INnitiatives

Brand Advertisers



Various Ad Types second quarter

In contrast to conventional ads that tend to be one-way and which
users passively watch, these ads can increase brand awareness
and interest by offering a rich,
user experience based on their needs.

spe puelq

N
o
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spe pue.g

What Are AR Ads?

These are ads that use smartphone and tablet cameras to display 3D models
of products in real living space when pointed at actual backgrounds.

By enabling users to visualize actual colors and dimensions pre-purchase, AR
ads can provide a virtual owner experience, thus increasing buying desire.

@& uni-corn.net

ol

AirFitesoms

¥198,000~398,000

B -

*Examples

Copyright © Adways Inc. All Rights Reserved. 30



PEBKKT

MOBILE ADS

uuuuu International bt

il sk

SONY
FICTURES

G &) (i) SONY

== Microsoft O vedafone GOOSIG NETFLIX

Panasonic = ,c o> @

ideas for life

) _
MARUTI)¢ § SuzuKi ." "\ .U;.Am

Hero wme

P i (::Q @ ) @vamana



' eYond,
Everything
EHE

AE—ZXYPDETZEZRBATVLS

OMG, This is Amazing

el \al=(CHNIWEVW IR . All Rights Reserved



Thank you very much for
attending our presentation today

The information provided in this presentation contains forward-looking
statements including Adways Inc.’s current plans, outlook, estimates and
forecast related to its business and industry trends. Such statements are
subject to certain risks and uncertainties. Actual results may differ from
the outlook expressed herein due to risks which may or may not be known
at present, uncertainties and various other factors. Adways Inc. makes no
warranty that its future outlook and forecasts are accurate, and actual
results may differ materially from company estimates and may be worse

than those expressed.

Statements made herein are based on information available as of
November 1, 2019 and a variety of factors may cause the statements to

differ from actual results.

Copyright © Adways Inc. All Rights Reserved.
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second quarter
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Consolidated Trend of Sales

Launch and expansion Focus on
Focus on PC/feature Focus on new
ors . of smartphone overseas
phone affiliate business . . . . products
advertising business business

(JPY mn)
42,32
39,613 2229 41,501 41,857 35 g0
forecast
35,890
31,521
. 22,639
Listed on G
Mothers in 15,907
2006 13,157
8,302
4919 4,918 18,023
FY2019 Q2

FY2006 FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019

Copyright © Adways Inc. All Rights Reserved.
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Consolidated Trend of Operating Profit

(JPY mn)
1,320
1,057
860 847
688 687 722
413

315 299 200

204 221 forecast
-517

-104

FY2019 Q2

FY2006 FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019
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Quarterly Change in Consolidated Sales

(JPY mn)

11,443
12,000 | 11,169 V/ 11,044

10,567

N V
% 10,038
M 9,330
10,000 9,070 v/ 9,026 | | 8,997 |
A4 A A

8,000
6,000
4,000
2,000

OI T T T T T T T T 1

FY2017 Q2  FY2017 Q3  FY2017 Q4  FY2018 Q1  FY2018 Q2  FY2018 Q3  FY2018 Q4  FY2019 Q1  FY2019 Q2
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Quarterly Change in Consolidated Cost of Sales

(JPY mn)  Listling fees Other costs —e— Cost of sales/cons. Sales —e— Listling fees/Parent sales

10,000
9,000 -

8,000 -

85.8%

o0 | [83.3%] LB4:5% g2.0%| (B44%| [83.7%| - [835%| [83.3%

.= 83.5% 83.7% 83.7%
6,000  |81.9% 82.7% 81.5% 82.1%

5,000
4,000
3,000 -
2,000 -

1,000 -

FY2017 Q2 FY2017 Q3 FY2017 Q4 FY2018 Q1 FY2018 Q2 FY2018 Q3 FY2018 Q4 FY2019 1Q FY2019 Q2
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Quarterlyz Change in Consolidated SG&A Expenses

(JPY mn) Personne| W Recruiting & Training Rent Depreciation mmmm Other expenses —e— SG&A/cons. Sales
2,000 -
1,800 f
1,600 |
1,400
1,200 ]
-— - -
B - -
1,000 - —
800 /\
19.1% P gy 4 A
A A A A 0% 17.3% o
- 15.7% 16.8%
600 | 16.1% 14.9% 14.9% 15.1%
400
200 f
0
FY2017 Q2 FY2017 Q3 FY2017 Q4 FY2018 Q1 FY2018 Q2 FY2018 Q3 FY2018 Q4 FY2019 Q1 FY2019 Q2

Copyright © Adways Inc. All Rights Reserved.
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Quarterly Change in Consolidated Operating Profit

(JPY mn) Operating profit —e— Operating margin
600
41
500
3.6%
400
214
300
2.0% 154
¥ 88 121
200 1.4%
0.8%
4
100
0.1%

-100

-200
FY2017 Q2 FY2017 Q3 FY2017 Q4 FY2018 Q1 FY2018 Q2 FY2018 Q3 FY2018 Q4 FY2019 Q1 FY2019 Q2
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Consolidated Balance Sheet (QoQ)

Current assets
(Cash and deposits)
Non-current assets

Total assets

Current liabilities

Non-current
liabilities

Total liabilities

Net assets

FY2019 Q2

14,153

8,875

2,776

16,929

5,550

202

5,752

11,176

Copyright © Adways Inc. All Rights Reserved.

(JPY mn)

FY2019 Q1

14,517

9,676

2,532

17,049

5,775

162

5,937

1,111

Change (JPY mn)

-363

-800

+243

-119

-225

+40

-184

+65

Change (%)

-2.5%

-8.3%

+9.6%

-0.7%

-3.9%

+24.8%

-3.1%

+0.6%

41



Quarterly Breakdown of Consolidated Sales by Segment

12,000 11,044
vV 10,038
v/ 9,330 9,026 8,997
10,000 Vv vV
8,000
6,000
4,000
2,000
0 - (JPY mn)
QoQ
FY2018 02 FY2018 Q3 FY2018 Q4 FY2019 Q1 FY2019 Q2 Change Ch(i/:)ge
Smartphone 4,743 4,695 4,198 4,525 4,396 -128 -2.8%
B PC 5,012 4,051 4,037 3,567 3,670 +103 +2.9%
Overseas 1,132 1,031 871 705 624 -80 -11.4%
[ Media contents 134 142 156 150 156 +5 +3.9%
Other 21 18 67 78 148 +70 +90.4%
B Total 11,044 10,038 9,330 9,026 8,097 -29 -0.3%

* App Media segment renamed Media contents as of FY2019 Q1.

Copyright © Adways Inc. All Rights Reserved. 42



Quarterly Breakdown of Consolidated Sales by Segment

1,000
800 154 34
y 121 2
A
hd
600 -109 .
v
400
200
o —
-200
-400
-600
-800 (JPY mn)
QoQ
Change
FY2018 Q2 FY2018 Q3 FY2018 Q4 FY2019 Q1 FY2019 Q2 Change %)
Advertising 624 568 606 416 480 +64 +15.6%
Overseas 6 -49 -86 -94 -100 -6 —
B  vedia contents 16 17 10 15 15 +0 +4.1%
Other 6 -23 -20 -41 1 +42 =
Eliminations &
. P -497 -392 -474 -405 -393 +12 =
. Total 154 121 34 -109 4 +114 =

Copyright © Adways Inc. All Rights Reserved.

* App Media segment renamed Media contents as of FY2019 Q1.
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Quarterly Change in Group Employees

1,200 | 1, 095 1, 070 1, 048
1
1000 sl 908 | [ 902 8ot | 914 | | 900 |
v v

800

600

400
- m ] ] L] [] ] ]

200
0 B B B R B B B =

(Person8) FY2017 Q2 FY2017 Q3 FY2017 Q4 FY2018 Q1 FY2018 Q2 FY2018 Q3 FY2018 Q4 FY2019 Q1 FY2019 Q2
B ADW Japan 527 516 509 521 512 509 510 533 521
ADW China 91 77 73 72 80 80 78 84 95
ADW Shanghai
ey, 104 99 92 0 0 0 0 0 0
I Domestic subsidiaries 58 76 79 84 82 93 920 102 99
Overseas subsidiaries 122 13 106 08 91 91 920 85 87
(excluding China)

Temporary workers, part-time
B ployens 193 189 189 144 143 129 123 110 98
Total 1,095 1,070 1,048 919 908 902 891 914 900

* The number of employees at ADW Shanghai is zero due to a management buyout in March 2018.

Copyright © Adways Inc. All Rights Reserved. 44



Company Overview

quarter performance

Company name Adways Inc.
Founded February 28, 2001
B"sm.e SS Internet business
overview

ST DTN Haruhisa Okamura

CEO
Capital JPY 1,605 mn (As of end of September 2019)
Net sales JPY 41,857 mn (FY2018, Consolidated)
. Employees 900 (for the entire group) (As of end of September 2019)

Copyright © Adways Inc. All Rights Reserved.
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