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We would now like to begin the Financial Results
Briefing Session of SQUARE ENIX HOLDINGS (the
“Company”) for the fiscal year ended March 31, 2017
SQUARE ENIX. Ei:}:ﬁﬁigals?sss?g: (”FY2017/ 3")'

Today’s presenters are:

Yosuke Matsuda,

President and Representative Director
and
Kazuharu Watanabe,

Chief Financial Officer.

First, Mr. Watanabe will give an overview of the
Company’s financial results for FY2017/3, and then Mr.
Matsuda will discuss the progress made by each of the

Company’s business segments.

SQUARCCNIX.

Good afternoon. I'm Kazuharu Watanabe. | will be
presenting an overview of the Company’s financial results

for FY2017/3.
Financial Results /

Fiscal Year
Ended March 31, 2017

SQUARCCNIX.
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Consolidated Financial Results
Fiscal Year Ended March 31, 2017
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Consolidated Financial Results

Fiscal Year Ended March 31, 2017 by Business Segment
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Progressin each
Business Segment

In FY2017/3, the Company booked net sales of ¥256.8
billion (+20% billion YoY), operating income of ¥31.2
billion (+20.3%), recurring income of ¥31.1 billion
(+22.9%), and net income attributable to parent company
shareholders (“net income”) of ¥20 billion (+0.8%).

Overall sales and income rose sharply, with net sales,
operating income, recurring income, and net income all
reaching all-time highs.

I will next break our results down by segment. The
Digital Entertainment segment saw a sharp rise in both
sales and income, with net sales increasing ¥40.1 billion
to ¥199 billion and operating income rising ¥5.9 billion to
¥33.3 billion. The Amusement segment saw a slight rise
in sales but decline in income, with net sales reaching
¥42.7 billion and operating income coming in at ¥3.6
billion. Earnings were solid at the Publication and
Merchandising segments.

This concludes my overview of FY2017/3 results.

I am Yosuke Matsuda. | will be discussing each business

segment in further detail and also presenting our

outlook.
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I will start with the HD Games sub-segment of the
Digital Entertainment—HD Games

Major launches of blockbuster titles such as Digital Entertainment segment. The greatest contributor
“FINAL FANTASY XV" boosted revenue significantly.
Bt to earnings there was “FINAL FANTASY XV,” which

1000

achieved global sales of 6 million units faster than any

I I I I I previous title in the franchise. Sales of the PlayStation®4

. “ ” H
A version of “RISE OF THE TOMB RAIDER,” which we

= Major launches of blockbuster series titles such as “FINAL FANTASY X\," "DEUS EX

MANKIND DIVIDED" and the P54 version of “RISE OF THE TOMB RAIDER,” have led

to 3 materiel incresse of net sles released in FY2017/3, were also brisk.

- Strong download sales of previously released catalogue titles also expanded.

SQUARCCNIX.

“NieR:Automata,” which we released in February, was
Digital Entertainment—HD Games . . .
Established a robust pipeline from which 1-2 blockbuster another earnings contributor, generating sales

titles as well as multiple mid-size titles are constantly
launched every year.

FY2017/3 FY2018/3 and beyond Significantly above our plan.
This slide shows our release lineup for FY2017/3 as well

as for FY2018/3 and beyond. We plan to launch each of

these upcoming titles in the next three years or so.

MARVEL
IP License

=
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| next turn to the MMO sub-segment. We are planning
Digital Entertainment—MMO .
Established steady revenue stream by monthl to release expansion packs for “FINAL FANTASY XIV” and

subscription model.
: “DRAGON QUEST X” in FY2018/3. Retaining active users

les

by regularly releasing expansion packs is key in the MMO

sub-segment.

Last December’s fan festival and the expansion pack

*Net sales declined due to the absence of expansion disk releases in FY2017/3.
-Expansion disks of “FFXIV™ and “DQX" will be launched in FY2018/3.

I-aFucntcu:Ecs-nuserretentu:nbymu\t\p\eprcmct\cr\slnadd\tmntcExpanslcnd\sk release We have Scheduled for FY2018/3 are examp|es Of

SQUARCCNIX.

our efforts to maintain our user base for “FINAL FANTASY
X!

In terms of our efforts for “DRAGON QUEST X,” we hope
Digital Entertainment—-MMO

Expansion disks for “FINAL FANTASY XIV” and to build major excitement around the entire DRAGON
“DRAGON QUEST X", our major MMO titles, will be
launched in FY2018/3.

Eifhalicn pagig Gear bass: S vEEslsoe QUEST franchise with the launch of the HD game
expansion discs.
To be launched on 20th June 2017 To be launched in FY2018/3 “DRAGON QUEST Xl,” which is slated for ju|y 29.

OD

WA
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Digital Entertainment
— Games for smart devices/PC browser

Buildup of successful titles every fiscal year resulted
in strong topline growth.
Trends in sales
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“Titles released in the preceding fiscal year are fully contributing to revenue
generation from the beginning of fiscal year FY2017/3

~Performance of titles launched in the 1st half fell below expectations, while overseas
expansion of existing titles are contributing to the growth

+Plan to increase revenue by consecutive new title launches in FY2018/3.

SQUARCCNIX.

Digital Entertainment

— Games for smart devices/PC browser
New titles launched in the 2nd half of FY2017/3 are
performing well, on top of strong performance of existing
major titles. New titles will be launched consecutively.
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Amusement

Both arcade machine sales and store operation shows
steady performance, and established stable revenue base.
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+Plan to increase revenue by launching established IP based arcade machines such
as “DENSHADE GO!!,” "Millicn Arthur Ar@na Blood” and “LORD of VERMILION IV™ in
FY2018/3

SQUARCCNIX.

Devices/PC Browsers
FY2017/3

In the Games for Smart

sub-segment, titles launched in 1H
underperformed versus our plan, but the titles we have
launched since 2H FY2017/3 are delivering results that
will benefit us in FY2018/3, and we intend to generate
further growth for these titles in FY2018/3.

FY2018/3 will see the launch of “DRAGON QUEST XI”
and 30" anniversary events for FINAL FANTASY. In
addition, as we head toward the end of the year we also
have collaborations and a variety of other initiatives

planned to drive earnings expansion.

This slide shows the key titles in our lineup in this space.
“BRAVELY DEFAULT: FAIRY’S EFFECT” was launched in
March, so we did not book any sales from it in FY2017/3,
but the title has been contributing to earnings since the
start of FY2018/3.

We intend to expand our earnings by continuing to

build up a solid lineup of titles like this.

Next, | turn to the Amusement segment. Same-store
arcade sales were brisk, with a YoY figure exceeding
100%. We intend to bolster our operations in FY2018/3,
in part by opening new arcades in premium locations.

In terms of amusement machine sales, we had originally
planned to launch “DENSHA DE GO!!” in FY2017/3, but
due to a slight delay in the development effort, we now

intend to launch it in FY2018/3.
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Other launches planned for FY2018/3 include “Million
Amusement .
Continue to launch strong IP based arcade machines Arthur Arcana B/OOd," an offshoot of our Million Arthur
in FY2018/3.

mobile game series, and “LORD of VERMILLION IV".

FY2018/3 also marks the 20" anniversary of “DENSHA

Y~

) ;‘.‘f.%‘ ',‘,“ Launched on 6
-""/‘*‘I;q'/

DE GO!!” We will work to revive and revitalize these

% & powerful pieces of IP.

To bé‘launched in the autumn 2017  soegmemeee=

SQUARE CNIX. i

Let’s next look at the Publication segment. Our sales

Publication . . .
Successful transition from paper to digital leads to stable here are solid, but we are challenged by sluggish print
gerform.ance.
=577 g sales. As such, we intend to apply the same approach
{ .... e that we have to our games, namely to step up digital
e Honga i sl LA U sales, including via our “MANGA UP!” comics distribution
791:;UP.' app
4 ' - o
Jfﬁg We see our Publication segment as a fertile field for

SOUARLENIX.

developing contents and intend to bolster our efforts at

leveraging it to generate new contents going forward.

Lastly is our Merchandising segment. We have been

Merchandising . .

Established IP-based character goods sales holding a variety of events to commemorate the
contributed to stable performance.

. h . . .

respective 30" anniversaries of DRAGON QUEST in

™
FY2017/3 and FINAL FANTASY in FY2018/3. The Square

[

Enix Cafe that we opened in FY2017/3 was originally

conceived as a marketing platform for our products, but

FY20132 FY2014/3 FY2015/3 FY2016/3 nif3
-Wide range of goods sales and licensing dea d by major title lzun
as "FINAL FANTASY XVv"and the 30th anniver b

DRAGON QUEST"
SQUARLCENIX.

it contributed to earnings more than we had expected, so

we intend to step up such initiatives going forward.

| next turn to our earnings outlook for FY2018/3.

Financial Forecasts
Fiscal Year
Ending March 31, 2018

SQUARCCNIX.
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We forecast within ranges, looking for net sales of
Financial Forecasts:

Fiscal Year Ending March 31, 2018 ¥240-260 billion, operating income of ¥25-30 billion,

(Billions of Yen!

e P recurring income of ¥25-30 billion, and net income of
31.2 25.0~-30.0{46.2 ~ a1.2)

31.1 25.0~30.0026.1 ~ a1.1 T
butabe 200 Tos~ 10535 ~ s0d ¥16.5-19.5 billion.

owners of parent

e B Y We have major title releases slated for 1H FY2018/3, but
Capital Expenditure 6.9] 7.8 0.9]

given a somewhat clouded outlook for 2H, we have

Facal vex Evded
March 31,2017

Fscal vesr Erdig

[

ED)
ag
Total

QUARC CNIX.

compiled forecasts that are more conservative than our
FY2017/3 performance.

This slide breaks our FY2018/3 forecasts down by
Financial Forecasts by Business Segment:
Fiscal Year Ending March 31, 2018 segment.

Each business ssgment's forecast number far Fiscal Yaar ending March 31, 2018 carresponds 1o the intermsdiaie
Zcenario in the forecast range (conzolidated net saier of Van2SOE, and cansalidstd Gperating income of Yan27 SE).

1. Forecast forthe Fiscal Year Ending March 31, 2018

312 2 Var)

amuemant | Pusicstan | sarchandang |

189.0 46.0 10.0
30.5] 4.0 2.0

16.1% 87%| 20.0%

2. Results for the Fiscal Year Ended March 31, 2017

2.4
24.0%

Pumzatan

0.0

A 0.4
QUARC CNIX. 19

Net Sales by Business Segment
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Operating Income by Business Segment

s [8sions ames)
Digital Entertainment
Amusement
san { Publication
Merchandising
— Operating Income

25.0~300
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SCQUARE ENIX.

Here you see how the Digital Entertainment segment
Digital Entertainment—Net Sales

has performed on an annual basis and what we forecast
o Games for Smart Devices/PC browser 1890
LS for FY2018/3.

* Digital Entertainment segment’s forecst number of Yen 1898 for Fiscal Year
ending March 31, 2018 coresponds to the intermediate scenario in the forecast
range (consolidated net sales of Yen 2508).

SQUARCCNIX.

This slide breaks down units sold by region. Sales grew

Digital Entertainment Segment— Units Sold by Region

Units sold = Disc sales + Download sales of full-length games
Disc Sales Units - Number of hipped based on
Downlozd Units : Download full-length games

previous FY cluding catalogue

in FY2017/3 primarily in the Western markets. Our

‘=-| FY2018/3 sales plan is conservative because we will have

\ TR \

3 m‘ DDD‘ 0. 39|

‘ |

= [ os [omwmed ]| wom |k [ o oo | o | . L.

— o o b [ o o] greater emphasis on domestic titles.

[ wsf ol se§] e[ s es On the whole, downloads are accounting for an
- |

\ |

‘ increasing percentage of sales, with more than 20% of

“FINAL FANTASY XV” sales in North America coming from

downloads. We will continue to work to bolster digital
sales in FY2018/3.

Dividend Policy for FY2017/3

This slide shows our dividend policy. We target a
Dividend Policy for FY 2017/3

Annual Dividend per Share

s o1 consolidated payout ratio of 30% and plan a dividend of

Consolidated Payout Ratio of 30%

¥50 for FY2017/3. We paid an interim dividend of ¥10, so

L I that would make for an end-FY dividend of ¥40.
vEnanl ot .
Consolidated
o Net Income
Yen 20.0 Billions

n
Totaldividends Yen 6.1 Billions

HiBazed on the number of cutstanding tharezas o the

= Mareh, 2017
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I will next discuss our medium-term targets and

business strategies.

Initiatives for Mid-term Target

SQUARCCNIX.

We want to develop the capacity to consistently
Mid-term Target

F12020/3~ generate roughly ¥300-400 billion in net sales and ¥40-50

¥300~-400 billion of Net Sales, ¥40~50 billion of Operating Income.
DE segment is a key to grow both sales and operating income.

— et eno) — Opmiginmelges billion in operating income by around FY2020/3. Our plan
] ] is for sales and income growth to be driven primarily by

the Digital Entertainment segment.

SQUARCCNIX.

We intend to pursue the following four strategies in
Strategies to Achieve the Mid-term Target .
order to reach our medium-term targets.
1. Digital Sales Enhancement

2. Multi Platform Utilization
3. Geographical Expansion

4. Game as a Service
Game as Media

SEUARE CNIX.

Under the header of “Digital Sales Enhancement,” we
1. Digital Sales Enhancement . . o
-Establish SQEX digital sales global website. intend to raise the percentage of our digital sales and to

-Create library of catalogue titles, and eliminate
backward compatibility issue.

2 Digital sales with higher margin grows favorably. that end are working on updating and integrating our
o sl slesTeng Group sales websites, with a completion target of roughly
- September 2017. We are simultaneously working on
J*:’E: . developing an app version, our goal being to create a
mm':z::m'"Tj:fm o design that provides our customers with a seamless,

SEUARE CNIX.

user-friendly means of making purchases.
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“Multi Platform Utilization” is the concept of essentially

2. Multi Platform Utilization .

+Access to a broader customer base. prOVIdlng our contents on all of our pIatforms.

-Long tail sales.

-Extensive IP utilization in multi segments
—Expanding user base in each segment and PF.

7'\ 9 STEAM

XBOXONE
HTML

ﬂa |WI b, Google Play E

SWITCH

SEUARE CNIX.

Speaking from a geographic perspective, we had
3. Geographical Expansion . . .
-Overseas expansion in the mobile space preV|0US|y Struggled to make headway with our mobile

—>Revenues from overseas market by “Final Fantasy
Brave Exvius” and “Kingdom Hearts Union Cross” are

growing. games in the North American market, but FY2017/3 saw

the success of such titles as “FINAL FANTASY BRAVE

EXVIUS.” We plan to aggressively roll out both catalog

-Strategic move to emerging game markets
—>Participated the India Gaming Show £
2017.
Continue to keep eyes on emerging game markets.

and new titles to the Western markets going forward.

| also note that we exhibited at a game show in India for

SEUARE CNIX.

the first time in FY2017/3. We are keeping close watch on
the Indian market as we see it as a potential source of

dynamism going forward.

Titles that have become global hits recently have tended
4. Game as a Service, Game as Media . .
to be offered via the “Games as a Service” model, and we

Develop service-type content in HD segment.

—Add titles that generate recurring revenue believe this is going to be the mainstream model for
streams in addition to one-off sales titles.

Develop game streaming services mainly in the gaming in the future. In developing future titles, we will
arcade game space. _

—Focus an the value of games as media. approach game design with a mind to generate recurring

revenue streams.

From the perspective of “Games as Media,” we note the

SEUARE CNIX.

strong demand for the streaming of game contents and
intend to unlock new potential for our arcade business by

streaming arcade game play globally.
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Lastly, | would like to comment on our withdrawal from
the 10 Interactive A/S business.
Our decision to withdraw from the 10 Interactive A/S

souARE END | Enancil Rests business was the result of a review of our portfolio that

Fiscal Year Endod March 31, 2017

we conducted as part of our effort to concentrate our
resources in order to strengthen our development

capabilities.

Because the firm is engaged in the development of
“HITMAN” and other renowned titles, we are negotiating
with prospective external investors capable of ensuring
that these titles carry on.

This concludes my presentation.
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SQUARE ENIX HOLDINGS CO., LTD.
FY2017/3 Financial Results Briefing Session Q&A

Date/Time: May 11, 2017 (Thurs) 6:00-7:00pm (JST)

Answerer: Yosuke Matsuda, President and Representative Director

Q&A

Q: Could you elaborate about your FY2018/3 earnings forecasts and your medium-term targets?

A: As regards our FY2018/3 earnings forecasts, | would note that the sales plan for the HD Games sub-segment is
focused largely on titles for the Japanese market. The plan is a conservative one given the significant changes that have
taken place in the Japanese market since the days when home consoles were the primary medium for game play. In
terms of the medium-term targets, | will say that we are currently revisiting our pipeline with the objective of reaching

our targets by around FY2020/3.

Q: Are the upper ends of your FY2018/3 forecast ranges conservative figures?
A: Our FY2018/3 earnings forecast figures are a bit conservative due to numerous uncertainties, including how market

demand is likely to trend.

Q: How does your sales plan for “DRAGON QUEST XI” compared to that for the previous installment in the series?
A: It’s difficult to make a direct comparison given how different the market landscape is now compared to when we
released “DRAGON QUEST IX,” which was back when home consoles were in their prime. Our plan is to leverage

“DRAGON QUEST XI” to generate earnings across the DRAGON QUEST brand.

Q: Could you be more specific about your reasons for withdrawing from the 10 Interactive A/S business?
A: Given the nature of the competitive landscape in the Western markets as well as other considerations, we decided
we needed to concentrate our development resources. The decision to withdraw from that business was the result of a

review of our Group’s allocation of both financial and human resources.

Q: Are you concerned that the release of “DRAGON QUEST XI” could cannibalize sales of existing titles in the
DRAGON QUEST franchise?

A: We do not believe that releasing “DRAGON QUEST XI” will result in cannibalization. Given the high level of user
satisfaction that each of our existing titles enjoys, we believe that their fans will continue playing them. In addition, we

intend to bring excitement to the entire DRAGON QUEST franchise around the time we launch “DRAGON QUEST XI."
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Outline of Financial Results Briefing by SQUARE ENIX HOLDINGS held on May 11, 2017 EDUARE ENIX.

Q: There is a ¥5 billion gap between the upper and lower ends of your FY2018/3 operating income forecast. Does
that owe to your outlook for “DRAGON QUEST XI” sales?
A: That is the product of a multitude of factors and does not owe to any one title. Our outlook for “DRAGON QUEST XI”

is conservative given changes in the market landscape and other considerations.

Q: Could you tell us how the launch of additional episodes of “FINAL FANTASY XV” has benefitted sales of the main
title, and what purchase rates and margins look like?

A: We have not been able to calculate the impact of the episodes given that they’ve not been on the market that long.
By releasing the additional episodes, we do expect to generate profits from the additional contents, but we also hope

they will help raise purchase intent and extend the lifecycle of the product.

Q: “NieR:Automata” is a mid-sized title that has produced strong results. Will that have any impact on your strategy
going forward, including the possibility of revisiting how you allocate your human resources?

A: In terms of the balance between in-house efforts and outsourcing, we intend to primarily develop our major
franchises in-house and to outsource mid-sized titles. It is also important to cultivate new titles, and for that reason we

are also thinking about how tie-ups with external companies can help balance our mix.

Q: Sales in the Games for Smart Devices/PC Browsers sub-segment rose by around ¥5bn between 3Q and 4Q
FY2017/3. Could you tell what role existing titles, new titles, and overseas sales played in that growth?

A: That sales growth owed to greater sales overseas of titles such as “FINAL FANTASY BRAVE EXVIUS” and “KINGDOM
HEARTS Union X," as well as to new titles such as “STAR OCEAN: anamnesis” and “DISSIDIA FINAL FANTASY: OPERA

OMNIA.” We want to ramp up our offering of Japanese titles to the North American market going forward.

Q: Rankings for smartphone game apps suggest that sales of your existing titles are on a downtrend. What does your
FY2018/3 plan assume about sales of existing titles?
A: We do not believe sales of our existing titles are on a downtrend. We are in the midst of implementing a variety of

initiatives and engaged in operations that make sales growth possible.
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