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Summary

Viewing changes in market conditions as an opportunity and aiming
for ordinary profit of ¥10.0bn in FY3/28

The core business of eGuarantee,Inc., <8771> (hereafter, also “the Company”) is to provide credit risk guarantee
services targeting the sales credits issued by companies to their customers. It has a recurring revenue business
model in which its net sales are calculated as guarantee liabilities multiplied by a guarantee fee ratio. A strength is
being able to set an optimal guarantee fee ratio due to its capabilities of gathering corporate information from more
than 30,000 companies per month and advanced screening capabilities. It mainly acquires new customers through
partner financial institutions and the like and has maintained growth by continuing to increase its guarantee liabilities,
with a high repeat customer rate of over 90%.

1. Summary of FY3/24 results

In its FY3/24 consolidated results, the Company reported higher profits and higher sales for the 22nd consecutive
period. Net sales increased 7.9% year on year (YoY) to ¥9,165mn, and ordinary profit grew 15.9% to ¥4,902mn. Due
to an increase in customer demand against the backdrop of rising corporate bankruptcies, along with the effects
of expanding sales resources, the balance of guarantee liabilities at the end of the period grew by 10.4% YoY to
¥751.8bn*. Due to a review of the risk portfolio for high-risk industries, the average guarantee fee ratio declined
slightly from the previous period, resulting in the revenue growth rate falling below 10%. However, thanks to an
improved cost ratio and the effects of cost reductions from the improved efficiency of sales activities, the ordinary
profit ratio rose from 49.8% in the previous period to 53.5%, surpassing 50% for the first time.

*The actual total of guarantee obligations (the guarantee blocks set for each company covered by a guarantee, or the
guarantee block established for each client company if the companies covered by guarantees cannot be identified) was
up 31.3% versus the end of the previous period to ¥1.4132tn, but there are an increasing number of cases in which a
guarantee service is provided by covering multiple companies all together, so the gap between this and the guarantee
liabilities amount, which impacts net sales, has been growing year by year.

2. FY3/25 outlook

In FY3/25, the Company is forecasting net sales to increase 10.2% YoY to ¥10,100mn and ordinary profit to rise
6.1% to ¥5,200mn. This increase in sales and profit is expected to continue as the accumulation of guarantee
liabilities accelerates. Meanwhile, due to a strengthened sales structure, personnel costs are expected to increase by
about ¥300mn, which will be a factor in the decline in profit margins. Performance in 1Q progressed as planned, with
net sales rising 7.4% YoY to ¥2,406mn, ordinary profit up 1.5% to ¥1,187mn and guarantee liabilities rising 11.6%
to ¥7,802mn. The revenue growth rate is expected to grow in 2H onward as the guarantee fee ratio begins to rise.
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Summary

3. Medium-term Business Plan

In June 2024, the Company announced “Accelerate 2028,” its medium-term business plan through FY3/28. Amid
changes in the external environment, such as an increase in corporate bankruptcies, rising interest rates, and a
decline in the labor force, the Company foresees a further rise in corporate demand for guarantees and views this
as an opportunity for significant growth. It has thus announced a policy of pursuing aggressive business expansion.
Primarily, the Company aims to efficiently expand sales through proactive risk underwriting backed by an extensive
corporate database, aggressive investment of sales resources, expansion of its product lineup, and promotion of
digital transformation (DX), targeting sales of ¥20,000mn and ordinary profit of ¥10,000mn in FY 3/28. Ordinary profit
average annual growth rate is projected to reach 19.5%, exceeding the performance of the most recent four-year
period (15.5%). However, since upfront investments will be made in strengthening the foundation for growth in the
first half, profit growth is expected to accelerate in the second half.

4. Shareholder return policy

The Company’s shareholder return policy is based on a comprehensive consideration of its financial condition and
future business developments, etc., and aims for a consolidated payout ratio of 50% or more, with a basic policy
of continuously increasing the total dividend amount. Based on that policy, the per-share dividend for FY3/25 is
expected to increase ¥2.0 YoY to ¥37.0 (a payout ratio of 51.1%), continuing the trend of dividend increases since
the listing of the Company’s stock.

Key Points

+ Amid an increase in corporate bankruptcies, demand for sales credit guarantee services is growing, and in
FY3/24, the Company achieved growth in revenue and profit for the 22nd consecutive period

- Viewing changes in market conditions as an opportunity, the Company aims to achieve ¥10.0bn in ordinary
profit in FY3/28, more than double that of FY3/24, through aggressive business expansion

+ While profit growth rate will temporarily slow in FY3/25 due to increased personnel costs, double-digit profit
growth is expected to return in FY3/26 onward

Results trends

Net sales (left) —e— Ordinary profit (right)

(¥mn) (¥mn)
12,000 6,000
5,200
4,902 -

10000 e e e oy 5,000
4,231 [ :
3,760 : 1

8,000 : ;4000
3,108 I 1
I 1

6,000 I I 3000
| 10,100 |

4,000 7.894 8,494 9,169 I I 9000

’ 7,194 : [ ] ’

I 1
I 1

2,000 i I 1,000
I 1
I 1

0 « . . . —1 L o

FY3/21 FY3/22 FY3/23 FY3/24 FY3/25 E

Source: Prepared by FISCO from the Company’s financial results
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Company overview

The Company provides sales credit guarantee services for
transactions between companies, and continues to grow as a high-
earning enterprise

1. Company history

eGuarantee can trace its origins to its establishment as a subsidiary of ITOCHU Corporation <8001> by Mr. Masanori
Eto, the current president and CEO of eGuarantee, during his third year as an ITOCHU employee in September
2000. Initially, eGuarantee set out to provide a service to hedge the risk of uncollectible sales credits, such as trade
notes and accounts receivable, for B2B transactions over the Internet. However, demand for these services was
lower than initially anticipated. Therefore, eGuarantee evolved into a provider of credit risk guarantee services for
sales credits in real B2B business transactions that do not involve the Internet.

In March 2007, the Company was listed on the JASDAQ Securities Exchange (listing changed to the Tokyo Stock
Exchange (TSE) First Section in December 2012 and it shifted to the TSE Prime Market following the market
classification of the TSE in April 2022), and using the funds it raised from the listing, in 2008 it formed its first
fund investing in corporate credit risk and started operations through a subsidiary. Previously, it had packaged its
guarantees according to the degree of risk and sold these packages to all financial institutions for them to hedge
risks. But by forming new funds, it is aiming to diversify its opportunities for profits and to strengthen its ability
to undertake risk, thereby accelerating growth. Currently, about 15% of the overall credit risk is underwritten by
Group companies. (As of the end of August 2024, the fund association consisted of 10 consolidated subsidiaries,
1 equity-method affiliate, and 1 affiliate not accounted for by the equity method).

In January 2012, eGuarantee acquired the factoring business of Coface Japan Finance Co., Ltd., the Japanese arm
of Coface Group, which is a leading French credit guarantee group, in order to absorb expertise related to export
credit guarantees as well as to expand the Company’s business foundation and bolster its product development
capabilities. Leveraging the expertise obtained through this acquisition, eGuarantee entered into business alliances
with local financial institutions in South Korea in December 2013 and China in June 2014, and has commenced
the export credit guarantee service business in those countries. However, for overseas transactions (exports,
investments, and loans), many companies use trade insurance or international factoring services, so the proportion
of such transactions to total sales is minimal.

Alongside the expansion of its business scope, in 2013 the Company established eGuarantee Solution, Inc., as a
subsidiary to carry out in-house system development and sales-related administrative work (contract-related work
and data registration services) and in 2014, it established RG Guarantee, Inc., as a subsidiary to be a specialized
provider of small-ticket credit guarantee services. Then in 2017, it separated the sales-related administrative work
from eGuarantee Solution, Inc. and newly established eGuarantee Shared Services, Inc. (now eG Payment, Inc.),
as well as in 2019 establishing eGuarantee Investment, Inc. to undertake investments in startup companies and
acquire, hold, and manage securities.
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Company overview

Company history

Month/year Main events

September 2000 Established in Minato-ku, Tokyo as a subsidiary of ITOCHU Corp.’s financial, real estate, insurance and distribution company to
guarantee financial credit held by factoring companies mainly as a result of the settlement of electronic commercial transactions

November 2001  Started offering a comprehensive guarantee service to non-financial companies through which it guaranteed the sales credit
accumulated by companies in their normal course of business

February 2004  Started offering an individual guarantee service through which it guaranteed the sales credit accumulated by a single company

August 2004  Started a full-scale guarantee service for financial companies other than factoring companies
March 2007 Listed shares on the JASDAQ Securities Exchange
August 2008  Arranged Credit Creation 1 (currently, Credit Link Fund I), the Company’s first fund for investment in corporate credit risk

November 2009  Arranged Credit Investment 1

December 2011  Listed shares on the Second Section of the Tokyo Stock Exchange

January 2012 Purchased part of the business of Coface Japan Finance Co., Ltd., a member of a leading French credit guarantee group

April 2012  Established Denshi Saiken Acceptance Ltd., a joint venture with NEC Capital Solutions <8793>. This joint venture purchases
electronically registered credits at a discount and engages in factoring and securitization (it was dissolved in 2015)

December 2012  Listed shares on the First Section of the Tokyo Stock Exchange

November 2013  Established eGuarantee Solution, Inc. as a subsidiary to conduct contract-related administration work, data registration services
and other related activities

December 2013  Entered into a business alliance with a leading local financial institution in South Korea and launched export credit guarantee
services in the South Korean market

March 2014  Established RG Guarantee, Inc. as a subsidiary to provide small-ticket credit guarantee services

June 2014 Entered into a business alliance with the Tokyo Branch of China-based Bank of Communications and commenced export credit
guarantee services in China

September 2014 Arranged the Credit Guarantee 1 fund
April 2015  Arranged the Credit Guarantee 2 fund
December 2017  Established the subsidiary eGuarantee Shared Services, Inc. to carry out various administrative work
March 2018  Arranged the Credit Guarantee 3 fund
May 2019  Arranged the Credit Guarantee 4 fund
June 2019  Capital and business alliance with H..S. Impact Finance Co., Ltd., a financial subsidiary of H.I.S. <9603>

October 2019  Established the subsidiary eGuarantee Investment, Inc. to conduct corporate venture capital operations

March 2020 Began a sales credit purchasing service
Arranged the Credit Guarantee 5 fund

March 2022  Arranged the Credit Guarantee 6 fund

May 2023 Arranged the Credit Guarantee 7 fund

September 2023  Arranged the Credit Guarantee 8 fund
Source: Prepared by FISCO from the Company’s securities report

Consolidated subsidiaries (investment stakes, main business)

Company name Investment stake (%) Main business
eGuarantee Solution, Inc. 100.0 Systems development and maintenance
RG Guarantee, Inc. 80.1 Small-ticket sales credit guarantee service
eG Payment 100.0 Purchase price payment service, etc.
eGuarantee Investment, Inc. 100.0 Corporate venture capital operations

Note: excluding silent partners
Source: Prepared by FISCO from the Company’s securities report
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Company overview

Built a recurring revenue business model that accumulates earnings
from “guarantee liabilities x the guarantee fee ratio”

2. Business overview

(1) Description of businesses
eGuarantee’s main business is to guarantee the credit risk associated with sales credit and other claims arising
through transactions among companies. This business is illustrated graphically below.

Business flow
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*Some guarantees are retained by a consolidated s ubsidiary

Source: Prepared by FISCO from the Company’s securities report

eGuarantee and its client company sign a contract by which eGuarantee promises to pay to the client a fixed
amount to compensate for a sales credit from transactions with other companies if it should become irrecoverable.
In other words, the client company is able to pay a certain guarantee fee in exchange for minimizing its risk of
loss from an irrecoverable sales credit. Most contracts are effective for one year, and the client company pays
the entire guarantee fee on the business day before the guarantee start date, in principle. eGuarantee divides the
sales proceeds into 12 equal monthly installments and records the sales every month, so month-to-month sales
fluctuations are relatively small, and the contract renewal rate is high, so this functions as a recurring revenue
business model.
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Company overview

As eGuarantee’s net sales are determined by its guarantee liabilities multiplied by the guarantee fee ratio, the key
to driving growth in net sales lies in increasing guarantee liabilities. eGuarantee refers to various data, including
economic indicators published daily, trends in the number of corporate bankruptcies and the probability of credit
default based on past experience, and revises guarantee fees every month based on this data. When the number
of corporate bankruptcies is increasing, the credit risk is higher. This means that the guarantee fee ratio will also
be set higher. The actual guarantee fee ratio is set for individual contracts and based on the result of eGuarantee’s
investigations of risk associated with the companies subject to the guarantee. eGuarantee is not bound by industry
practice in setting its guarantee fee ratio, but sets a fee that justifies the cost of hedging the risk for the client. In
regard to the credit risk assumed by the Company, eGuarantee packages its guarantees into a portfolio of financial
risk products according to risk. It then transfers the guarantees to financial institutions, investment funds and
other entities (securitization). Upon the transfer of credit risk, eGuarantee pays guarantee fees and commissions
to the entities that accept its guarantee packages. These guarantee fees and commissions constitute the bulk
of eGuarantee’s cost of sales.

Therefore, eGuarantee’s cost of sales ratio depends mainly on the spread between the guarantee fee ratio agreed
upon by the Company and its clients and the re-guarantee fee ratio that applies to fees and commissions paid by
the Company to the entities that accept the transfer of credit risk. eGuarantee has been reducing the re-guarantee
fee ratios by diversifying and upgrading its methods of transferring credit risk, along with strengthening its ability
to undertake risk by forming funds at a subsidiary and cutting costs by contracting the amount of guarantee fees
paid to third parties. Looking at the cost of sales ratio over the past few years, amid rising credit risk due to the
COVID-19 pandemic, in FY3/21 the Company raised its guarantee fee ratios, but re-guarantee fee ratios that the
Company paid rose even higher than that, resulting in the cost of sales ratio rising 4.9 percentage points YoY. In
FY3/23, credit risk also increased due to a rise in corporate bankruptcies for the first time in three years. However,
by strategically focusing on acquiring large, low-risk guarantee contracts, the average guarantee fee ratio declined.
Additionally, the Company was able to reduce the re-guarantee fee ratios it paid beyond that decline, resulting in a
1.1 percentage point drop in its cost of sales ratio. Over the span of 10 years, the cost ratio has hovered around
the 20% level. Each fund can accept risk to the scale of ¥20.0bn-¥100.0bn and is funded by the likes of financial
institutions. Over the past few years, maintaining and improving investment performance have become difficult
as interest rates have been ultra-low, so there has been strong demand for these funds, and the Company has
been able to procure funding under favorable terms. On the other hand, the SG&A expense ratio has continued
to decrease in recent years due to business expansion and cost controls in indirect departments with advances
in DX, contributing to an increase in the operating margin.

We encourage readers to review our complete legal statement on “Disclaimer” page.
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Company overview

Ratio to net sales
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Source: Prepared by FISCO from the Company’s financial results

(2) Operational structure

Including its head office in Tokyo, the Company has a total of nine sales offices. These are the Hokkaido branch
(Sapporo), Tohoku branch (Sendai), Nagoya branch, Hokuriku branch (Kanazawa), Osaka branch, Hiroshima
branch, Chushikoku branch (Takamatsu), and the Kyushu branch (Fukuoka). In terms of cultivating customers,
the Company has been efficiently acquiring customers by forming business alliances with financial institutions,
primarily regional banks, trading companies, leasing firms and other business partners. In particular, eGuarantee
had entered into business alliances with 53 regional banks as of the end of August 2024, establishing an alliance
network spanning nearly all of Japan, with this being an important customer cultivation route accounting for roughly
80% of all customer referrals. Additionally, since FY3/16, eGuarantee has been ramping up business alliances with
shinkin banks in order to cultivate small- and medium-sized companies in cities as customers, and has alliances
with 15 shinkin banks and credit unions at the end of August 2024. The Company also partners with 4 securities
firms, 21 non-financial companies (lease companies and insurances agencies, etc.) and 2 other banks, and mainly
accepts customer referrals in urban areas from these partners.

The Company has a total of more than 5,000 customers, ranging from SMEs to major companies, over a wide
range of industries, including wholesale, retail, and manufacturing, so its results are not affected by economic
fluctuations in a specific industry. From these customers, the Company collects information on the companies it will
target to screen in its services, and it creates a database of this information. The number of screened companies
exceeds 30,000 every month, and the Company creates a database not only of data on transactions between
companies, but also of information such as peripheral information. Including this, the Company collects and stores
in a database more than 2.6 million data items per day. The database also contains various types of information,
including managers’ attributes and assessments on word-of-mouth websites. Using this data, the Company
analyzes the degree of risk and ultimately sets the optimal credit guarantee rate for each company taking into
consideration factors like the screener’s experience. Generally, when financial institutions judge a company’s risk
level, they often make judgments by looking only at past financial results and assets. But in the case of SMEs, the
management situation can change very rapidly, and analyzing a company with a close watch on real-time data is
something that the Company recognizes as being critical to increasing the accuracy of judging bankruptcy risk.
There is no other company that collects such a wide scope of data and conducts such a thorough analysis; this
has become one of the Company’s strengths, and a factor in its ability to maintain high profitability.
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Company overview

Additionally, the repeat rate among companies that use eGuarantee’s service is stable at above 90%. Companies
that use eGuarantee’s service once realize the advantage of doing so, and almost always keep using the service.
Companies have screening operations to check business partners’ credit status, but for small companies with
which a company has limited transaction value, doing so on its own is inefficient from a cost-benefit perspective,
S0 in many cases customers hedge their risks by using eGuarantee’s credit guarantee service for such transac-
tions. The Company’s guarantee liabilities by region generally align with the GDP ratio of each prefecture in Japan.

The size of the sales credit market exceeds ¥200tn, with robust
growth potential for credit risk guarantee services

3. Market size

The size of the market for trade receivables (trade notes and accounts receivable) targeted by the eGuarantee’s
mainstay service is estimated to be more than ¥200tn*1. While not all of these trade receivables will require credit
risk guarantee services, trade receivables guarantee services are used extensively in the US and Europe and FISCO
believes that these services have robust growth potential*2.

*1 According to the Ministry of Finance’s “Financial Statements Statistics of Corporations by Industry,” the market size is
¥240tn as of March 31, 2024 (excluding financial and insurance industries).

*2 For example, the penetration rate of credit risk guarantee services in Japan remains at about the 1% level, while in the
UK itis 12-14%, in France 30-35%, and in Germany more than 40%.

In addition, the number of corporate bankruptcies, which has an impact on the guarantee fee ratios, had been in con-
tinuous decline since peaking at 13,234 in fiscal 2008. In fiscal 2019, the number of corporate bankruptcies temporarily
increased, but from fiscal 2020, the introduction of virtually no-interest, unsecured loans by government-affiliated
financial institutions aimed at supporting fundraising amid the COVID-19 pandemic led to the number of corporate
bankruptcies declining again. However, with these policies coming to an end, as well as the impact of inflation due to
the impact of soaring energy prices and personnel shortages, in fiscal 2022, the number of corporate bankruptcies
rose 14.9% YoY to 6,799 bankruptcies, which was the first increase in three years. Fiscal 2023 also saw a significant
increase, rising by 30.6% YoY to 8,881 bankruptcies. Meanwhile, the Company’s average guarantee fee ratio rose
for the first time in 11 years to 1.63% in fiscal 2020 due to the increase in credit risk caused by the COVID-19
pandemic. However, in fiscal 2022, the average guarantee ratio declined from 1.46% in fiscal 2021 to 1.34%, despite
the increase in the number of bankruptcies, and to 1.26% in fiscal 2023. This was influenced by the strategic focus
amid rising credit risk on acquiring large, low-risk sales credit guarantee services while conversely holding back on
high-risk deals. In other words, the Company has been advancing a defensive management approach by reducing
the risk of guarantee executions arising.
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Number of corporate bankruptcies and average guarantee fee ratio

Number of bankruptcies (left) —e— Average guarantee fee ratio (right)
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Note: Average guarantee fee ratio = Average guarantee fee ratio in 2H (October — March)
Number of bankruptcies examined by Teikoku Databank
Source: Prepared by FISCO from the Company’s results briefing materials

4. Risk factors

We examine the risk factors that should be taken into consideration when looking at eGuarantee’s business perfor-
mance. The following are the three primary risks that could affect the Company’s business results. However, we at
FISCO believe that these risks do not present major concerns at this time.

(1) Profit-structure risk

The Company’s profit structure is that it records the guarantee fees it receives from customers as net sales, and
it records the payments it makes to financial institutions and others to which the Company transfers risk as cost
of sales, with the difference between these two amounts being the Company’s profits. The payments to the
counterparties to whom the Company transfers risk are determined by the track record in executing guarantees
over several years, so even if it temporarily incurs large costs from the execution of guarantees, this will not
become a factor causing costs to rise in the short term. However, during a period in which the execution of
guarantees continues to occur frequently, such as during an economic recession, the risk-transference cost rises.
If the Company cannot transfer this rise in the risk-transference cost to the prices of guarantee fees, it becomes a
factor causing profitability to deteriorate. Moreover, while demand for the Company’s services could increase due
to arise in bankruptcy risk during economic recessions, if the guarantee fee ratio increases excessively, on the flip
side, the benefit of using the service will also be lowered, guarantee liabilities could decrease due to a decline in
the number of contracts and a reduction in the contract renewal rate. There is also the risk that the Company will
be unable to execute guarantees during an unprecedented economic recession in the event of the management
collapse of the financial institutions and others to which the Company transfers risk.
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(2) Competition risk

There are hardly any other companies like the Company that specialize in providing sales credit guarantee services,
but there are factoring companies affiliated with major financial institutions that provide guarantee factoring as a
similar service, and also property insurance companies that provide transaction credit insurance and other such
services. However, in terms of the scope of the companies covered by guarantees, the amount of guarantee limits,
and the credits covered, the Company’s strengths include its ability to respond flexibly to diverse customer needs,
so at the present time it is considered to have almost no competition risk. It appears that some non-financial
companies have started to offer similar sales credit guarantee services as the Company, but as mentioned above,
these companies have inferior risk evaluation accuracy and they are struggling to become profitable, and are
therefore not a threat to the Company. The Company does face some competition from a small-scale provider
of a small-ticket sales credit guarantee service, RACCOON FINANCIAL, Inc., which is a subsidiary of RACCOON
HOLDINGS, Inc. <8031>, but small-ticket sales credit guarantees constitute only a small percentage of the
Company’s total business, so this competition has hardly any effect on the Company.

(3) Legal-regulations risk
Credit risk guarantee services are not subject to legal regulations, such as the Insurance Business Act and the
Financial Instruments and Exchange Act. However, if in the future legal regulations relating to these services are
newly enacted, this may affect the Company’s results, such as changing its business model or changing the
competitive environment.

Financial results

Demand for sales credit guarantee services has grown amid
an increase in corporate bankruptcies. In FY3/24, the Company
achieved its 22nd consecutive period of revenue and profit growth

1. Summary of FY3/24 results

In FY3/24 consolidated results, the Company reported higher profits on higher sales for the 22nd consecutive
period*, as net sales increased 7.9% YoY to ¥9,165mn, operating profit rose 16.8% to ¥4,850mn, ordinary profit
grew 15.9% to ¥4,902mn, and profit attributable to owners of parent increased 13.9% to ¥3,262mn. As the number
of corporate bankruptcies increased for the second consecutive year in FY3/23, elevating credit risk, demand for
the Company’s sales credit guarantee service grew, with period-end guarantee liabilities increasing 10.4% YoY to
¥751.8bn. Meanwhile, the average guarantee fee ratio declined from 1.34% in the previous period to 1.26% due to
a reduction in high-risk guarantee limits implemented in contract renewals, resulting in net sales falling short of plan.
That said, with a 0.5-percentage point improvement in the cost ratio due to the reduction in guarantee payments
and fees, and a reduction in personnel and travel expenses resulting from increased efficiency in sales activities
(fewer business trips and an increase in customer appointments per salesperson) following the establishment of local
offices and advancements in DX, the SG&A expense ratio fell by 3.6 percentage points. As a result, the operating
margin reached 52.9%, surpassing the 50% mark for the first time, and all profit targets were achieved. There were
190 consolidated employees at the end of the period, a YoY decrease of two. While the number of sales personnel,
who make up about 60% of the workforce, increased, the number of employees in indirect departments decreased.

* Profit attributable to owners of parent declined in FY3/21 due to special factors.

We encourage readers to review our complete legal statement on “Disclaimer” page.

10120


https://www.eguarantee.co.jp/en/ir/

> 4) COMPANY RESEARCH AND ANALYSIS REPORT

Flsco FISCO Ltd.
https://www.fisco.co.jp

eGuarantee,Inc. | 12-Nov.-2024

8771 Tokyo Stock Exchange Prime Market https://www.eguarantee.co.jp/en/ir/

Financial results

Consolidated financial results for FY3/24

(¥mn)
FY3/23 FY3/24
Results Rat;c;ltec.; et Forecasts Results Rat;c;ltec.; et YoY change vs. forecast
Net sales 8,494 - 9,500 9,165 - 7.9% -3.5%
Cost of sales 1,704 20.1% - 1,796 19.6% 5.4%
Gross profit 6,790 79.9% - 7,368 80.4% 8.5%
SG&A expenses 2,639 31.1% - 2,518 27.5% -4.6%
Operating profit 4,150 48.9% 4,800 4,850 52.9% 16.8% 1.0%
Ordinary profit 4,231 49.8% 4,900 4,902 53.5% 15.9% 0.1%
E\;‘,’;Zr?g;b:;fgf to 2,864 33.7% 3,200 3,262 35.6% 13.9% 2.0%
Guarantee liabilities (¥bn) 681.3 - - 751.8 - 10.4%

Source: Prepared by FISCO from the Company’s financial results and results briefing materials

The Company’s financial condition is good, with over ¥15.0bn in
cash on hand and no debt

2. Financial condition and indicators

Looking at the financial condition at the end of FY3/24, total assets were up ¥2,111mn from the end of the previous
period to ¥30,109mn. The main change in current assets was a ¥2,483mn decline in cash and deposits, though
securities, prepaid expenses, and accounts receivable all rose, by ¥800mn, ¥265mn, and ¥171mn respectively. In
non-current assets, investment securities increased by ¥3,198mn due to bond purchases, etc.

In total liabilities, advances received increased ¥180mn, but reserves for bonuses declined ¥163mn while reserves
for guarantee execution fell ¥92mn. Net assets rose ¥2,128mn from the end of the previous period to ¥24,126mn.
Retained earnings increased ¥1,648mn due to the posting of ¥3,262 in profit attributable to owners of parent and the
payment of ¥1,612mn in dividends. In addition, due to an increase in consolidated subsidiaries, etc., non-controlling
interests increased by ¥299mn, and the exercise of stock options resulted in an increase of ¥91mn in both share
capital and capital surplus.

Looking at financial indicators, the equity ratio, which is an indicator of financial stability, was 73.7%, which was
1.0 percentage points higher than the previous period. The Company’s financial base is solid, including debt-free
management and ample cash and deposits exceeding ¥15.0bn. Looking at the indicators of profitability, with an
operating margin of 52.9%, ROE of 15.3%, and ROA of 16.9%, the Company has maintained a high level of each
indicator. This is due to the Company’s business model, a recurring revenue-based model in which guarantee fees
are recorded as sales on a monthly prorated basis, as well as an efficient sales structure built on collaboration with
partners. In addition, it maintains a strong competitive advantage through highly precise risk analysis and guarantee
risk ratio setting, supported by a proprietary database of over 300,000 companies.
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Financial results

Consolidated balance sheet

(¥mn)
FY3/20 FY3/21 FY3/22 FY3/23 FY3/24 Change
amount
Current assets 13,645 17,085 19,695 19,037 17,871 -1,165
Cash and deposits 9,232 16,056 17,295 17,627 15,043 -2,483
Non-current assets 2,799 5,484 5,560 8,960 12,237 3,276
Total assets 16,444 22,570 25,256 27,997 30,109 2,111
Current liabilities 3,531 5,269 5,423 5,883 5,866 -17
Advances received 3,059 3,664 3,877 4,301 4,481 180
Non-current liabilities 115 115 115 115 115 0
Total liabilities 3,646 5,384 5,539 5,999 5,982 -17
Interest-bearing debt
Net assets 12,798 17,186 19,716 21,998 24,126 2,128
Stability
Equity ratio 70.3% 70.3% 71.9% 72.7% 73.7% 1.0pp
Interest-bearing debt ratio
Profitability
ROA 16.7% 15.9% 15.7% 15.9% 16.9% 1.0pp
ROE 21.5% 14.6% 14.5% 14.9% 15.3% 0.4pp
Operating margin 45.6% 42.9% 47.3% 48.9% 52.9% 4.0pp

Source: Prepared by FISCO from the Company’s financial results

Business outlook

While profit growth rate will temporarily slow in FY3/25 due to
increased personnel costs, double-digit profit growth is expected to
return in FY3/26 onward

1. FY3/25 outlook

In FY3/25 consolidated results, the Company is aiming for net sales to increase 10.2% YoY to ¥10,100mn, operating
profit to rise 5.2% to ¥5,100mn, ordinary profit to grow 6.1% to ¥5,200mn and profit attributable to owners of parent
to increase 5.7% to ¥3,450mn, with both sales and profits increasing for the 23rd consecutive fiscal period. While
the profit growth rate will slow to the single digits, this is mainly due to an expected YoY increase in personnel costs
of approximately ¥300mn. In April 2024, the Company hired a record high of 47 new graduates and has instituted
wage increases for existing employees. Its cost of sales ratio is expected to stay about flat YoY.
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Business outlook

Consolidated results outlook for FY3/25

(¥mn)
FY3/24 FY3/25
Results ni?tisf;g’ 3 1Q results YoY 1H plan YoY Forecasts nF;?tisc;: 3 YoY

Net sales 9,165 - 2,406 7.4% 4,800 6.6% 10,100 - 10.2%
Operating profit 4,850 52.9% 1,168 1.5% 2,380 1.3% 5,100 50.5% 5.2%
Ordinary profit 4,902 53.5% 1,187 1.5% 2,400 1.7% 5,200 51.5% 6.1%
E{‘ggr::{ outable toowners 5565 35.6% 779 1.0% 1,600 2.9% 3450  84.2% 5.7%
Profit per share (¥) 68.60 16.34 33.55 72.34

Source: Prepared by FISCO from the Company’s financial results

Announced in August 2024, performance in 1Q progressed as planned, as the Company secured increases in
both sales and profit with net sales rising 7.4% YoY to ¥2,406mn and ordinary profit up 1.5% to ¥1,168mn. Due to
factors including depreciation of the yen, rising prices, labor shortages, and worsening cash flow as the repayment
of zero-interest, zero-collateral loans begins, the number of bankruptcies, especially among small and medium-sized
enterprises in industries such as services, retail, and construction, continued to trend upward, rising by 23.8% to
2,583 cases. Amidst rising demand for sales credit protection, guarantee liabilities at the end of 1Q rose 11.6% YoY
to ¥7,802mn as double-digit growth continued. Meanwhile, as the average guarantee fee ratio was slightly below
the level of the same period the previous period, at around 1.3%, the revenue growth rate remained in the single
digits. Although the guarantee fee ratio for new contracts is higher than the level of the same period of the previous
period, contracts made in previous periods still represent a majority of net sales, resulting in a lower average fee ratio.
That said, the most recent average guarantee fee ratios have remained about flat, but are expected to rise above
levels seen in the previous period as the proportion of new contracts increases in the second half and beyond. In
addition, further growth in guarantee liabilities is anticipated, and the revenue growth rate is projected to return to
double-digit levels.

Number of company bankruptcies

(companies) Number of bankruptcies (left) —&— YoY comparison (right)

3,000 80%
2,583
2,369
2,500 Y9304 60%
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14871 4511,4811,4971,5481 575

34.8% 34.9%
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Note: Number of bankruptcies examined by Teikoku Databank
Source: Prepared by FISCO from the Company’s results briefing materials
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Business outlook

Operating margin dropped 2.9 percentage points YoY to 48.5%. This was caused by a 6.0 percentage point YoY
rise in the cost of sales ratio, a result of an increase in the number of guarantees executed” due to bankruptcy of
companies subject to guarantee and a rise in the re-guarantee fee ratio, among other factors. That said, the number
of executions of guarantees is expected to decrease from 2Q onward, after peaking in 1Q, due to the effects of
the portfolio restructuring carried out in the previous period. Meanwhile, the SG&A expense ratio declined by 3.2
percentage points YoY, falling by ¥23mn. This was due to the timing of bonus payments, which were recorded in
2Q (while they were recorded in 1Q in the previous period), with an impact of approximately ¥70mn. Even excluding
that impact, there was an improvement of 0.3 percentage points, indicating that the effects of improved operational
efficiency from advances in DX are continuing.

* The increase in guarantee executions also worsened the earnings of equity-method affiliates, which are risk transfer targets.
As a result, investment gains and losses under the equity method, recorded as non-operating income, deteriorated by
¥2mn compared to the same period in the previous fiscal period.

In market conditions from 2Q onward, with interest rate increases expected due to the Bank of Japan’s shift in
monetary policy, it is anticipated that buyer companies will opt to request deferred payments from sellers or negotiate
extended payment terms, rather than borrowing funds to manage cash flow. As a result, this is expected to increase
demand for sales credit protection, and bring a further increase in inquiries regarding the Company’s services. It has
been estimated that a mere 0.5% rise in interest rates on borrowing would cause an additional 3.8% of companies
to fall into the red, and the number of bankruptcies, especially among financially weaker small and medium-sized
enterprise, is expected to continue rising.

In addition, amid labor shortages, there is a growing trend for companies to outsource their credit management
tasks. The Company plans to capture this demand by offering its comprehensive guarantee service. There has been
strong interest in the Company’s comprehensive guarantee service, in which the Company takes on the credit risk
of multiple customers all together, and as a result, the total of guarantee obligations, including these services, has
continued to grow significantly, reaching ¥1.5120tn at the end of 1Q, an increase of 30.3% YoY.

The Company recognizes that it currently lacks sufficient sales resources to respond to this growing demand. It thus
plans to actively recruit talent, utilize IT to shorten the time required for new hires to get fully up to speed, improve
contract closing rates and otherwise work to enhance sales efficiency in an effort to further increase guarantee
liabilities. As of April 2024, 47 new graduates (compared to 31 in the previous year) have joined the Company, with
40 of them (compared to 26 in the previous year) assigned to the sales department. The Company plans to hire
about 50 new graduates in FY3/25, and the number of job offers has nearly reached that level.
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Business outlook

Growth in market share due to increase in sales personnel

The number of sales personnel has increased.
Going forward, the rate of sales growth is expected to
increase and the rate of profit growth is expected to improve
as a result of the significantly increased sales staff

becoming more competitive. Streamlining of back office
47 new graduates (2024) Systematize and develop an efficient back-office
240 structure that does not increase costs even when
220 \ the number of contracts increases.
—

Recruitment activities have been favorable,
and the company plans to continue its policy of
expanding its sales force.

Total personnel
100 ceesse
m eo0e
80 Number|of sales m
csesses
0 Number of

Number of
2021 2022 2023 2024 - Entrants Interviewees

plan Approx. 6,400 Approx. 1,240

Source: The Company’s results briefing materials

Until a several years ago, it would take young employees three to four years to get fully up to speed and be effective,
but by instituting structured training that includes standardized sales methods and IT-driven sales activities, this
period has recently been shortened to between 1.5 and 2 years. Regarding training, a new department has been
established that acts as an intermediary between the sales and administrative departments. It supports less experi-
enced employees by providing product knowledge training, role-playing guidance, as tests to measure proficiency,
all aimed at accelerating employee development to quickly make them effective contributors.

The Company is also working to deepen and expand customer acquisition channels. The number of partner financial
institutions increased by only 5.8%, from 87 companies in 2021 to 92 in 2024, but the number of sales personnel
increased by 65% in the same period, leading to an approximately 1.6-fold increase in customer inquiries. The
Company believes that due to a shortage of sales personnel, it has been unable to make adequate approaches to
the customers of its partner financial institutions. Going forward, by expanding its sales resources, the Company aims
to strengthen collaboration with existing partners to increase customer acquisition, and to explore new partnerships
as it works toward further growth. Currently, about half of those partnered financial institutions have been slow to
act, and this is believed to be due in part to a shortage of sales resources. The Company hopes to revitalize those
partnerships by resolving these issues. Regional banks, shinkin banks and others are also working to expand new
revenue sources amid challenging business conditions, and there may be significant benefit to introducing the
Company’s services to their client companies.

Viewing changes in market conditions as an opportunity and aiming
for ordinary profit of ¥10.0bn in FY3/28

2. Medium-term Business Plan

(1) Background to the plan’s formation

In June 2024, the Company announced “Accelerate 2028,” its four-year medium-term business plan. As external
conditions change, including an increase in corporate bankruptcies, rising interest rates, and the decline in
the working population, companies’ needs for sales credit protection and for outsourcing credit management
operations have increased. The Company views these changes as an opportunity to accelerate revenue growth
by expanding sales resources, strengthening its sales base, and leveraging its proprietary corporate database.
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Business outlook

(2) Numerical management targets

Management’s numerical targets include achieving net sales of ¥20.0bn, ordinary profit of ¥10.0bn, ROE of 20%
or more, and ROIC of 20% or more by FY3/28. Its shareholder return policy aims for a dividend payout ratio of
50% or more and ongoing improvement in DOE. Traditionally, ordinary profit has roughly doubled over a period of
five to six years, but the current plan aims to more than double growth in four years. This represents an average
annual growth rate of 19.5%, above actual growth (15.5%) over the most recent four-year period. However, with
the medium-term business plan calling for upfront investments in its first half, including expanding sales resources,
the Company plans to accelerate profit growth in the second half.

Numerical management targets

(¥mn)

FY3/23 results  FY3/24 results fiféi:t L FY3/28 targets CAGR
Net sales 8,494 9,165 10,100 -\.x 20,000 21.5%
Ordinary profit 4,231 4,902 5,200 :: 10,000 19.5%
ROE 14.9% 15.3% - 20% or more
ROIC 14.0% 15.1% - - 20% or more
Dividend payout ratio 56.0% 51.0% 51.1% 50% or more
DOE 8.3% 7.8% - Ongoing improvement

Source: Prepared by FISCO from the Company’s financial results and medium-term business plan materials

Change in target and actual values

In the past, the company has achieved
approximately double growth over a five- or six-year

period
1% Consistently achieved profit I Aiming to achieve more
9,000 targets since listing than double growth in the
8,000 next four years

7,000

6,000

| < Growth about double =

5,000

4,000 I—l
< Growth about double =
3,000
| < Growth about double = |
2,000

1,000

Ordinary profit 0
(Millions of yen ) 07/3 08/3 09/3 10/3 11/3 12/3 13/3 14/3 15/3 16/3 17/3 18/3 19/3 20/3 21/3 22/3 23/3 24/3 28/3

Ordinary profit

Target 172 300 440 610 710 840 1000 1300 1550 1,850 2150 2300 2,550 2750 3000 3750 4200 4,900 10,000
gg:unlfry pI’O’I( 196 331 482 619 744 854 1,048 1319 1562 1,857 2152 2302 2552 2751 3108 3760 4231 4902
Target

I e nentRate 114.0% 110.3% 109.5% 101.5% 104.8% 101.7% 104.8% 101.5% 100.8% 100.4% 100.1% 100.1% 100.1% 100.0% 103.6% 100.3% 100.7% 100.0%|

Source: The medium-term business plan materials

FISCO believes that given the latent growth potential of the Company’s sales credit guarantee service, manage-
ment’s numerical targets under the current plan are fully achievable. In fact, although the total value of corporate
accounts receivable exceeds ¥200tn in Japan, only roughly 1.3% of that amount is covered by some form of
guarantee or insurance. Overseas, coverage levels range from 12-14% in the UK, to 30-35% in France and 40%
or more in Germany, where these services are used for risk hedging. There is enormous potential for growth in
Japan through the increased use of these sales credit guarantee services.
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Business outlook

Further, the number of firms the Company has engaged with over the past 10 years amounts to only 5.8% of
the approximately 1.5 million companies in the Teikoku Databank corporate information database, and in the
wholesale industry, where sales credit is likely to occur, they have reached only 12.6% of the approximately
160,000 companies. This is due primarily to a lack of sales resources and customer acquisition channels, and it
is possible that going forward, expanding those resources could make it possible to develop new customers and
grow the scale of the business.

Growth potential of the domestic market

Percentage of companies that have had
contact with us in the past 10 years when
narrowed down to wholesale industry.

12.6%
5.8%

Percentage of companies that have had
contact with us in the past 10 years.

. Target
C fo .
og1p1a2yn:n Industries
companies c 160'.(
companies
94.2% i

B CoNntacl

Source: The medium-term business plan materials

Regarding capital efficiency, the Company aims to increase ROE and ROIC from the 15% range in FY3/24 to 20%
or more by FY3/28. To achieve this goal, the Company plans to make effective use of capital while prioritizing
shareholder returns and capital efficiency, and will also consider options including improving profit margins and
conducting share buybacks.

While not incorporated in the current medium-term business plan, going forward the Company plans to develop
credit guarantee services not only in the business-to-business credit field, but also in the indirect financing field
(financial institution lending operations), and is also planning for a full-scale entry into overseas markets. In
overseas operations, preparations are underway to launch business by FY3/28. The plan is to first establish a
representative office in Southeast Asia, then develop a credit guarantee service through joint ventures with local
companies. Target companies will include both Japanese-owned firms and local companies, with plans to partner
with local financial institutions to which it can transfer risk.

(3) Basic policies
By focusing on the following six basic policies, the Company aims to shift gears from stable growth driven

by database development, to accelerating revenue growth through improved risk underwriting and resource
investments.
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Business outlook

a) Expand “guarantee” into new financial business fields that differ from conventional finance by utilizing big data
and securitization

b) Active risk underwriting based on Company’s extensive proprietary corporate database and securitization

c) Efficient sales growth through increased investment in sales resources and the promotion of digitalization

d) Expand customer base through the introduction of new channels and new products, and by strengthening
marketing

e) Further increase the retention rate and the rate of guarantee increase by enhancing services, etc. for existing
customers

f) Increase the value of products for customers by strengthening cooperation with companies conducting periph-
eral businesses

Amid the growing demand for sales credit protection, the Company plans to actively undertake risks based on its
proprietary corporate database and expertise in securitization, and aims to improve sales efficiency by expanding
its sales resources and utilizing IT. The Company also plans to increase the number of sales personnel from 149 as
of April 2024, to more than 190 within two years, a 1.3-fold increase. By expanding resources, it aims to accelerate
new customer acquisition even further, strengthen follow-up with existing customers and strengthen new service
proposals, thereby improving customer retention rate and the rate of guarantee increase.

The Company has also efficiently acquired new potential customers by entering into business alliance agreements,
primarily with regional banks and shinkin banks to serve as customer acquisition channels. Going forward, it
plans not only to expand its network of partnerships with financial institutions™ it has yet to collaborate with, but
also to build a network of tax accounting firms that provide direct access to owners of small and medium-sized
enterprises, thereby further broadening its customer base. In new products, the Company plans to offer peripheral
services such as guaranteed receivables purchasing services and invoice issuing services, aiming to increase
sales per customer.

* As of the end of August 2024, the Company has partnered with 53 of 62 regional banks and 15 of 254 shinkin banks.

Shareholder return policy and SDGs
initiatives

Aiming for consecutive dividend increases by working toward a
dividend payout ratio of 50% or more and continuous improvement
in DOE

1. Shareholder return policy

The Company’s basic dividend policy is to pay dividends in line with earnings while also considering enhancing the
internal reserves it needs to strengthen its financial structure and to actively develop its business. The Company aims
to maintain a dividend payout ratio of 50% or more and work toward continuous improvement in DOE (dividend on
equity ratio). It also seeks to continue the dividend increases it has maintained since its stock listing.
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Shareholder return policy and SDGs initiatives

In FY3/24, the Company paid a dividend of ¥35.0 per share, a YoY increase of ¥1.0 (dividend payout ratio 51.0%). It
also plans for a ¥2.0 dividend increase in FY3/25, to ¥37.0 (dividend payout ratio 51.1%). If the Company achieves
its FY3/28 performance targets under its medium-term business plan, the dividend is expected to increase to around
the ¥70.0 level (assuming the number of shares remains unchanged). The Company has set a target for ROE of
20% or more, and if necessary, will consider share buybacks to achieve that level.

Dividend per share and payout ratio
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Note: For FY3/23, includes a ¥4.0 commemorative dividend to commemorate guarantee obligations reaching the ¥1tn mark.
Source: Prepared by FISCO from the Company’s financial results

2. SDGs initiatives

The Company’s basic policy on sustainability is to continue its business activities of undertaking and transferring
companies’ credit risk, and thereby contribute to creating a society of vitality and abundance, by realizing the
provision of credit to each industry and the appropriate allocation of social resources. As a specific initiative, on the
environmental front, the Company provides guarantees for business transactions related to solar PV, wind power
and other renewable energy, thereby indirectly promoting the resolution of environmental issues. For example, a
company that engages in the business of installing solar panels may be unable to take on the manufacturer’s credit
risk themselves when purchasing the panels from the manufacturer, thereby causing such a company to hold off on
making the purchase. In this case, eGuarantee will take on the manufacturer’s credit risk, making it easier for the
installation company to purchase the solar panels, in turn helping to promote the solar power business.
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Shareholder return policy and SDGs initiatives

In addition, on the social front, from the perspective of health and social welfare, the Company contributes to
solving social issues, including nursing care and elderly welfare issues, by guaranteeing commercial transactions
with hospitals and social welfare corporations. Many local small- and medium-sized companies are engaged in the
social welfare business. Many small- and medium-sized companies engaged in the nursing care business are seeing
pressure on their finances due to increases in capital investment and personnel costs. By taking on the credit risk
of these kinds of companies, eGuarantee is indirectly supporting the finances of these companies. In addition, the
Company is contributing to regional revitalization by taking on credit risk. Specifically, in the past few years, with
the growth of the E-commerce market, companies in regional areas are doing more direct business transactions
with companies in urban areas and other prefectures. Meanwhile, regional companies are unable to research the
credit risk of counterparties in other prefectures, and the cost of collecting outstanding debts has become a major
burden. The Company undertakes those credit risks in the form of guarantees, which reduces such collection costs
and gives the regional companies more options for business transactions. In this way, the Company is contributing
to the growth and development of regional communities. In addition, the Company supports the growth of startups
by taking on credit risk.

The Company discloses its sustainability-related guarantee liabilities as indicators. At the end of March 2024, the
Company had a total of ¥389.0bn in such guarantees.

Indicators for sustainability initiatives
(As of March 31, 2024)

Guarantee liabilities (¥bn)

Categories

End of FY3/23 End of FY3/24
Guarantees related to resolving environmental issues (E) 17.2 191
Guarantees related to resolving social issues (S) 18.6 23.2
Guarantees related to regional revitalization (S) 260.1 281.5
Guarantees related to startups, etc. (S) 73.8 65.2
Total 369.7 389.0

Note: The above figures are the aggregation of guarantee contracts in which the name of the guaranteed product/service or the company
subject to the guarantee contains specific wording
Source: Prepared by FISCO from the Company'’s results briefing materials

We encourage readers to review our complete legal statement on “Disclaimer” page.
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Disclaimer

FISCO Ltd. (“FISCQ”) offers stock price and index information for use under the approval of
the Tokyo Stock Exchange, the Osaka Stock Exchange and Nikkei Inc.

This report is provided solely for the purpose of offering information, and is not a solicitation
of investment nor any other act or action.

FISCO prepared and published this report based on information which it considered reliable;
however, FISCO does not warrant the accuracy, completeness, fitness nor reliability of the
contents of this report or the said information.

The issuers’ securities, currencies, commodities, securities and other financial instruments
mentioned in this report may increase or decrease in value or lose their value due to influence
from corporate activities, economic policies, world affairs and other factors. This report does
not make any promises regarding any future outcomes. If you use this report or any information
mentioned herein, regardless of the purpose therefor, such use shall be made based on your
judgment and responsibility, and FISCO shall not be liable for any damage incurred by you as
a result of such use, irrespective of the reason.

This report has been prepared at the request of the company subject hereto based on the
provision of information by such company through telephone interviews and the like. However,
the hypotheses, conclusions and all other contents contained herein are based on analysis
by FISCO. The contents of this report are as of the time of the preparation hereof, and are
subject to change without notice. FISCO is not obligated to update this report.

The intellectual property rights, including the copyrights to the main text hereof, the data
and the like, belong to FISCO, and any revision, reprocessing, reproduction, transmission,
distribution or the like of this report and any duplicate hereof without the permission of FISCO
is strictly prohibited.

FISCO and its affiliated companies, as well as the directors, officers and employees thereof,
may currently or in the future trade or hold the financial instruments or the securities of issuers
that are mentioned in this report.

Please use the information in this report upon accepting the above points.

M For inquiries, please contact:

FISCO Ltd.

5-13-3 Minami Aoyama, Minato-ku, Tokyo, Japan 107-0062
Phone: 03-5774-2443 (IR Consulting Business Division)
Email: support@fisco.co.jp




