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Presentation 

 

Moderator: It’s time and we will now begin the presentation of the financial results of Septeni Holdings Co., 
Ltd. for Q3 of the fiscal year ending December 31, 2023. 

First, I would like to introduce our representatives. 

Koki Sato, Group President and Chief Executive Officer. 

Sato: I'm Sato. Thank you for your attention. 

Moderator: Kei Hatano, Group Senior Executive Officer. 

Hatano: I’m Hatano. Thank you for your attention. 

Moderator: Tei Go, Group Executive Officer. 

Go: I’m Go. Thank you for your attention. 

Moderator: Now, Sato, the representative, will give an explanation. 

Sato: I'm Sato. Thank you very much for taking time out of your busy schedule to participate in our financial 
results briefing today. 

I will begin this presentation of financial results for Q3 with an explanation of the revisions to the earnings 
forecast announced today and the revised forecast for the current fiscal year, followed by the usual highlights 
of the financial results and the status of each business segment. Thank you. 
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First of all, as for the revision of our full-year earnings forecast, we announced the revision of the guidance 
that we had originally disclosed. 

The contents are as described here, but we have revised our full-year forecasts in light of the current changes 
in the environment, with downward revisions to revenue, Non-GAAP operating profit, and net profit. 

We will also show a few slides after this, including factors and countermeasures. I will explain the details there 
but let me say that the purpose of the overall revision is to reflect changes in the external environment of our 
core Digital Marketing Business, which has led us to this revision. 
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This shows our current recognition of the business environment. 

As I have often explained in these earnings announcements, the environment is changing in post-COVID-19, 
and economic activity is changing in the form of reopening in response to the changes in human flows and 
lifestyles. The reopening of the market has led to significant changes in demand trends and the business 
environment, particularly in the Digital Marketing Business. 

As a result, a negative short-term impact on the Digital Marketing Business has become apparent. 

In response to these changes in the environment, we have been taking several measures to adapt to the 
environment. As a result, we are now seeing a bottoming out or reversal trend in business performance. We 
have put together some of them. 

The first measure is to review the client portfolio, the second is to strengthen the acquisition of new clients, 
and the third is to strengthen human capital investment for medium-term growth, which means stepping up 
costs. In addition, we are reducing costs by reviewing costs in all areas other than our core assets, human 
resources. 

As a result, the top line is expected to grow over Q4. 

We have already seen a turnaround and growth in net sales, and we expect growth in revenue base as well 
through Q4. As for costs, after a general review, SG&A expenses has increased due to employment of new 
graduates. We have a forecast that expenses have peaked in this Q3 and then will decline throughout the 
current fiscal year. 

Due to these changes in the environment, while taking the measures to cope with them, the current 
performance has deviated significantly from the forecast made at the beginning of the fiscal year. This is why 
we have decided to revise our earnings forecast at the time of this quarter's results. 

On the other hand, we have been able to confirm that the implementation of these measures is gradually 
beginning to bring about a turnaround in business performance. As a result, the revised forecast, which I will 
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explain later, shows that expenses will fall after Q3, and revenue will bottom out in Q3 and rise in Q4 and 
Q5.The increase in revenue in Q4 and the conversion of profit growth in Q5 are expected. 

Therefore, we expect a turnaround in profit growth in Q5, which is the “fifth quarter” of an irregular five 
quarter accounting period of this fiscal year. 

 

On the next page, I will break down the forecast in more detail, as I understand that the downward revision 
of the financial results may have caused some concern. We have added a slide with more resolution to show 
the outlook for our business going forward. 

As shown in the summary, the timing of the reversal is plotted and colored to indicate the reversal in sales in 
Q3, the reversal on a revenue basis in Q4, and on a Non-GAAP operating profit basis in Q5. 

In the current Q3, net sales increased by 3.3% compared to the previous year, while revenue was almost flat, 
down 0.2%, and SG&A expenses increased by 7.8% compared to the previous year due to increased human 
capital investment. As a result, operating profit in Q3 was down 77% from the previous quarter, a significant 
decrease. 

We have also indicated our forecast for Q4 and Q5. We expect to see an increase in net sales or top line 
growth and a turnaround to higher revenue from Q4. As for SG&A expenses, the increase in SG&A expenses 
have peaked in Q3, and the increase in SG&A expenses will be reduced, resulting in a smaller decrease in 
profit in Q4. 

Similarly, for Q5, we are forecasting double-digit growth in net sales and double-digit growth in revenue as 
well. And as for SG&A expenses, the control will continue, so the increase will be reduced. As a result, as for 
operating profit, we expect a turnaround to profit increase in this Q5. 

Although the figures are not yet ready to be disclosed at this time, we have briefly touched on the outlook for 
the next fiscal year ending December 31, 2024. 
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In the same way, the pace of growth will be maintained for net sales and revenue, and SG&A expenses will 
increase at a cruising speed while remaining under constant control. As a result, operating profit is expected 
to be lower this fiscal year and significantly higher next fiscal year. 

I have added a slightly more detailed explanation of our view of future business growth. 

 

We started with the revisions to the guidance at the beginning of this presentation, and from here we will 
explain the financial results as per usual. 

Page 8 highlights the financial results for the first nine months of the fiscal year. Revenue is almost unchanged 
from the previous year, up 0.3%, and operating profit decreased by 49%. 

As I have been saying for some time, revenue remained almost unchanged from the previous year, while 
expenses increased, mainly due to strengthened human capital investment. We are aggressively increasing 
personnel in anticipation of medium-term top-line growth, and human capital investment is progressing 
steadily, which means that the decrease in profit is larger in the short term. 
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Page 9 is a breakdown by segment. 

In the Digital Marketing Business, the development of new clients is progressing steadily. We are also working 
to cover the budget reductions that some of our clients are experiencing as a result of the reopening. In the 
cumulative total through this quarter, we have not yet achieved that reversal. Therefore, both revenue and 
operating profit decreased. 

In the Media Platform Business, revenue increased from the previous year and the deficit narrowed as the IP 
Platform Business continued to grow at a high rate. This area is continuing to grow very steadily. 
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Page 10 is a breakdown of various consolidated P&L figures. Please look at this later. 

 

This is the quarterly trend by business segment. 
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The following is a summary of the quarterly consolidated financial results for the current quarter of April to 
June. 

Although there is almost no change from the cumulative results, net sales have turned around in this quarter 
compared to the previous year. This is because the volume of transactions is steadily increasing. 

Human capital investment is also being channeled toward the Digital Marketing Business. As for SG&A 
expenses, they are increasing. As a result, we have lower profit. 
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The next page shows the quarterly trend of consolidated financial results, which are color-coded by segment. 

 

Page 15 shows the breakdown of profit before taxes, including the profit/loss from investments and the equity 
in earnings of affiliates in the gradation. 
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Page 16 is the part about the cost structure of the consolidation. 

Especially due to the strong sales of e-books in the IP Platform Business, a business related to manga, 
animation, and other IP, other costs of sales are on an increasing trend. 
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Page 17 shows the quarterly trend of consolidated SG&A expenses, which increased significantly in this 
quarter. This is due to the seasonality of Q3, with new graduates joining the company in April, and a record 
136 new employees joining our group this quarter. 

We are also stepping up our investment in human capital, as we have previously announced, including raising 
salary levels as part of the revision of our human resource system. The implementation of the new system 
started in this Q3, and this had an impact on the QoQ and YoY figures, showing a large increase in labor costs. 

On the other hand, as I mentioned in the revision of earnings forecasts on page 5, consolidated SG&A 
expenses have peaked at the current score. Therefore, from this point forward, we will review expenses other 
than core assets, and we are strongly promoting overall cost containment and reduction. We expect expenses 
to peak in Q3 and decrease thereafter. 
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Next, I would like to talk about the overview of business by segment. 

This is the Digital Marketing Business, and the tone is generally the same as the consolidated financial results. 
In the Digital Marketing Business, revenue decreased due to the impact of reduced budgets of some clients, 
and expenses increased due to strengthened human capital investment. 

 

The next page shows quarterly trends. 
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Next is the progress of the business alliance with the Dentsu Group. 

Dentsu cooperative sales have made steady progress and expanded YoY. The segment as a whole saw a 
decrease in revenue, and as a result, the current topic is that the Dentsu alliance composition rate is slightly 
increasing in the segment. 
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The following is an earnings overview of the Media Platform Business. 

This revenue increase was driven by the IP Platform Business. On the other hand, in terms of investment, we 
have invested in webtoon, a vertical-reading, full-color content, and created a new studio in Fukuoka. There 
is an impact of an increase in upfront investment costs for the studio. 

In addition, salary increases had a certain impact on this segment as well, resulting in a 12.8% increase in 
SG&A expenses compared to the previous year. On the other hand, the top line has been growing strongly, 
and as a result, the deficit has been shrinking in line with the plan. 
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This is the quarterly earnings trend of the Media Platform Business. Revenue have reached a record high and 
the deficit has continued to narrow compared to the previous fiscal year. 
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Page 25 shows the revenue trend of the IP Platform Business, which has also been growing at an accelerated 
pace and is now at a record high level. The animation of GANMA!’s main work, My Love Story with Yamada-
kun at Lv999 was broadcast from April to June this year. 

This anime broadcast has accelerated the growth of billing revenue. As a result, earnings growth was about 
2.1 times that of the Q3 of the previous fiscal year, which means that the growth has become stronger. 
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Page 26 shows subscription revenue trends for the IP Platform Business. You can see that the number of users 
is increasing at an accelerating pace due to the effect of the anime broadcast as well. 

 

Page 27 is about the IP Platform Business, primarily the area of commerce revenue, i.e., e-book sales. This 
area is likewise growing steadily and has reached a record high in revenue. Compared to the previous fiscal 
year, the pace of growth has become considerably stronger, at approximately 3.5 times the level of the 
previous fiscal year. 
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The next topic in the IP Platform Business is the spring animation of GANMA!’s main work, My Love Story with 
Yamada-kun at Lv999 which was broadcast from April to June this year. 

The response has been very positive, contributing greatly to the increase in revenue. 

Several distribution results are listed, and this is ranked number one or high in the major domestic distribution 
platforms in Japan. Sales of e-books of the book have also been increasing steadily, with the total number of 
copies sold surpassing 3 million as of the end of May and are growing even more. The book is also ranked first 
in major e-bookstores and has received very positive reviews. 

In addition, the anime is being distributed in almost real time overseas as well and is performing very well on 
major overseas platforms such as Crunchyroll and bilibili, respectively. The fan base of our IP is spreading not 
only in Japan but also around the world, and we are making great achievements as a foundation for overseas 
expansion of our business. 

This is the overview of each business segment and its topics. 
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Finally, as I explained at the beginning, I would like to reiterate our progress toward the earnings forecast. 
This is a reprint of an update on our medium-term business policies. 

As a medium-term theme since FY2020, we have been expanding domains in each segment and also actively 
investing in human capital in order to strengthen our management foundation. We expect to increase our 
business value and contribute to our customers by improving the value of our human capital. 

 

Page 31 is also a reprint of the revised guidance and downward revision of the earnings forecast. 
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These are the segment values of the revised forecast. The downward revision in the Digital Marketing Business 
is relatively larger than the initial forecast due to the impact of changes in the business environment. 

 

Page 33 is the progress against the revised forecast for an irregular 15-month, five-quarter accounting period 
of this fiscal year. We have just completed three of the five quarters, with two quarters remaining. 

Please check the figures shown here for progress in each of the financial indicators. 
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Page 34 is also about progress by segment. 

This is the end of my brief explanation. 

We look forward to your continued support of our group. 

Thank you very much for your attention.  

[END] 

______________ 

Document Notes 
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answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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