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Presentation 

 

Moderator: Hello everyone. Thank you very much for taking time out of your busy schedules today to attend 
the GMO Internet Group, Inc.'s Q3 financial results briefing. 

We are pleased to announce the speakers for today's briefing. Masashi Yasuda, Executive Vice President and 
Group CFO, will speak in the first half. And Noriko Inagaki, Group Executive Officer and General Manager of 
Group Financial Department, will speak in the second half of the session. 

Today, we will provide a presentation of the financial results followed by a Q&A session. Presentation 
materials regarding financial results are available on the Company's website. 

Now, Mr. Yasuda, Executive Vice President, will give a presentation. 

 

Yasuda: My name is Yasuda, CFO of GMO Internet Group. Thank you for attending today's financial results 
briefing. Since our fiscal year ends in December, I would like to report our financial results for the period from 
July to September. Thank you for your cooperation. Today's agenda is as shown. 

I will explain the overview and the group management strategy, then the segment report is from Ms. Inagaki, 
Group Executive Officer and General Manager of Group Financial Department. After that, I will again explain 
the transition to a holding company structure and shareholder returns. 
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Now, here is the overview of this briefing. I will explain these three points. 

First, here is our approach to long-term corporate value enhancement. We are aiming at long-term 
management from a long-term perspective to achieve sustainable growth and, as a result, to achieve our 55-
year plan, which is a super-long term management goal, in order to realize a corporate group that will last for 
100 years. One of our goals is to grow operating profit by 15% or more each fiscal year. 

Our companies are pursuing in-house development and recurring revenue to provide number one commercial 
products under the common value foundation, GMO-ism. 

The second point is our current situation. In Q3, the results of our strength, independent management, were 
greatly manifested in our financial results. 

In the infrastructure segment and other businesses, the settlement area of GMOPG continued to perform well 
as in the past, while the profit margin in the non-payment area also expanded. 

On the other hand, as I mentioned at the outset, our goal is long-term sustainable growth. In Q4, each division 
plans to invest in growth for the next fiscal year and beyond. In addition, we will consider options to minimize 
future risks in the securities business in Thailand, including withdrawal from the business. 

Finally, the third point, we will further strengthen group management. We will accelerate speedy 
management during the transition period to a holding company structure in January next year. In addition to 
the growth of existing businesses, we will maximize group synergies based on the AI & robotics and security 
businesses to further ensure sustainable growth. 
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This is followed by the consolidated results for Q3. The figures are as you can see. 

Continued performance growth in infrastructure and substantially improved profitability in finance resulted 
in increased sales and profit results. Ordinary profit and below for this quarter were lower than the previous 
year due to the foreign exchange loss recorded by the impact of the US dollar to yen exchange rate. 

 

These are the cumulative figures from January through September. The figures are as you can see. The 
financial results showed an increase in both sales and profit while absorbing the impact of provisions in Thai 
securities. 
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This is followed by a summary of results by segment. A qualitative assessment by management is included on 
the far right, along with those from the previous quarter. 

First, the infrastructure, which is marked as very good. Net sales reached a new quarterly high for the fourth 
consecutive quarter due to the accumulation of solid recurring revenues. Each business is performing well. In 
the previous fiscal year, the profit increase was over 27%, although the launch pad was higher due to a boost 
from transitory factors. We have realized the solid recurring revenue board brought about by the aggregation 
of the overwhelming number one service. 

Next is online ad & media, which is marked as good. Sales decreased but profits increased. Net sales were 
negative due to weakness in the advertising agency business, which accounts for a large percentage of total 
sales. On the other hand, this segment also made progress in in-house development and operation, and 
efforts to generate recurring revenue, and profit increased due to growth in high-margin in-house products 
and in-house media. 

And finance is marked as poor. Sales increased but profit decreased. Although the trading volume in FX, the 
mainstay product, expanded significantly, the Thai securities segment posted a decrease due to a reversal in 
the previous fiscal year and a provision in the current fiscal year. This would have been the highest profit level 
if not for the impact of the provisioning of securities in Thailand. 

FX made progress in cost efficiency in addition to revenue growth, therefore, marked as very good. CFDs 
remained strong in terms of both transactions and revenues, therefore, marked as good. On the other hand, 
provision has occurred again in Thailand, which is marked as bad. For Thai securities, we have completed the 
announcement of the termination of margin trading service by the end of this year. We will consider our 
options, including withdrawal, to limit the impact on performance to this season only. 

Next, cryptoassets is marked as good. The increase in revenue and return to profitability resulted in the 
recording of profit for four consecutive quarters. This was due to the booming crypto asset market and the 
expansion of transaction revenues in the exchange business. We have established a system that allows us to 
make profit without hesitation as long as there is a certain level of transaction volume. 
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Next is an analysis of YoY changes in net sales and profits by segment. Net sales are shown on the left and 
operating profit on the right. 

As I have said before, there was an increase in infrastructure performance, an increase in finance revenue, 
and a turnaround in crypto assets, which absorbed one-time costs in the finance business, resulting in a JPY7.1 
billion increase in consolidated sales and a JPY2.3 billion increase in consolidated profit. 
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Here is a mapping of the business development of our core infrastructure business. 

Starting with the fundamental Internet businesses of access, domain, and cloud hosting, we have developed 
high-value-added services such as e-commerce platforms, security, and payment processing. 

As the number one service, each has continued to provide value that will be "indispensable and essential" and 
has achieved sustainable growth through synergies among number one services. 

One of the structural changes that has taken place over the past few years is the expansion of our customer 
base and the increase in its size. The impression is that the center of growth drivers has shifted to the upper 
right in this figure. We will continue to maximize group synergies around AI, robotics, and cyber security which 
is a growing global need. 
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And here are the quarterly profits when divided into businesses other than [inaudible]. The growth of the 
payment business developed by GMO Payment Gateway, which is in pale blue, is continuing, but as you can 
see, the level of non-payment profits has also been rising since Q3 of last year, including a large contribution 
from the brand security business. 
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I will then explain the background of our Group's growth. 

In recent years, as you can see, social trends have been changing at an accelerating pace, and new social issues 
have emerged along with these changes. In response to these changes, we have achieved steady growth by 
providing the number one service that solves our customers' issues. 

The products listed here are just a few examples of those that are currently performing well, but the source 
of our ability to create highly competitive products lies in the strength of our Group, which is based on the 
thorough sharing of GMO-ism. The new holding company will further accelerate group management based 
on this GMO-ism. 
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I would now like to explain our group management strategy. This will be about our strengths that support 
sustainable growth. As you can see, there are three. It is independent management, in-house development, 
operations and development of our own technology, and solid recurring revenue. 

 

The first of our strengths is our independent management. The characteristic feature of our group 
management is speedy management with decentralized authority. Each group company is pursuing a number 
one strategy in its area of expertise under the GMO-ism and creating growth products. This system of 
independent management has resulted in the establishment of a strong, risk-distributed management base. 
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I spoke earlier about profit growth in the non-payment area in the infrastructure business, and this chart 
illustrates that specific situation. 

In the FY2023 Q3 accumulation on the left, seven companies reported an increase in profit and six companies 
reported a decrease in profit, for an overall increase of JPY1.1 billion. In FY2024 Q3, the number of companies 
that increased profits increased to 12, with only one company that decreased profits, and the amount of 
increase doubled to JPY2.2 billion. 

The one company with a decrease in profit was also the result of a large contribution in the previous year, and 
not due to a deterioration in business momentum. We believe that this change is evidence that not only a 
particular company, but the entire group as a whole, is making steady progress in independent management, 
and that the improvement of the Group's overall strength is indeed becoming clear. 
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The second of our strengths is our commitment to in-house development and operation. In order to continue 
to win in the fast-changing Internet industry, we consider our commitment to number one service to be an 
important issue to be addressed. To this end, we believe it is essential to continue to be a manufacturing 
company that creates and operates its own products. 

And at the core of this manufacturing process are the people who make things, such as engineers, creators, 
and directors. The number of partners at the end of September, we call our employees partners, was over 
7,500, of which the percentage of those who make things is over 50% and continues to rise. 

Furthermore, since Q2 of last year, we have shifted to a policy of limiting our hiring to AI/advanced personnel. 
Of course, there is some natural attrition, but you can see that the increase in headcount has been controlled 
as a result. 
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And the third of our strengths, solid recurring revenue. This term is used to describe the Group's unique profit 
model. Since our founding, we have insisted on building a revenue base that will not disappear, that will not 
be lost, and that will come from a continuous billing product. As long as the Internet remains an integral part 
of the social infrastructure, solid recurring revenue will continue to support the Group's sustainable growth. 

 

Here are the consolidated sales figures. As you can see, we have achieved sustainable growth since our 
establishment. 
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And here is a graph that breaks down the growth factors for solid recurring revenues. 

As the graph on the left shows, we have achieved steady growth on both fronts, with the unit price increasing 
1.7 times and the number of contracts increasing 1.9 times. The expansion of our customer base and the 
increase in its size we discussed earlier have contributed to the increase in the unit price. As a result, solid 
recurring revenues grew 3.1 times from 2015 to 2023, steadily building a sustainable revenue base. 
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Here is the number of contracts in the infrastructure business. It is what we call a solid revenue base. The 
number of domain customers, in particular, has recently expanded to 15.18 million, up 1.92 million from the 
previous year due to the expansion of domain customers. We believe this growth trend represents continued 
support from society for our services. We look forward to continued steady growth. 

After this, Ms. Inagaki, Group Executive Officer and General Manager of Group Finance Department, will give 
a presentation. 
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Inagaki: My name is Inagaki, Group Executive Officer and General Manager of Group Finance Department at 
GMO Internet Group. Thank you for your cooperation. I will explain the situation by segment. 

Here is the group overview. Here is the Group's main product lineup. As Yasuda explained earlier, all of our 
products are developed and operated in-house. Of these products and services, the combined customer base 
for infrastructure, finance, and cryptoassets exceeds 17.91 million. 

 

This is the market capitalization of our 10 listed group companies and their equity share. As you can see, the 
total market capitalization of the Group is about JPY1.2 trillion, and our equity share is JPY380 billion. 
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Here are the quarterly net sales by segment for the business results explained at the beginning of this briefing. 
The bottom, the dark blue Internet infrastructure, has been growing steadily and consists mostly of solid 
recurring revenues that are highly sustainable and predictable. The light blue finance also enjoyed a tailwind 
in the market, expanding transaction volume and significantly increasing sales. 
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The quarterly trend of operating profit by segment is as shown. We continue to see sustainable growth in our 
finance business, which is highly profitable in light blue, based on the dark blue of infrastructure solid recurring 
revenues. 

Although there is an annual increase in labor costs in the infrastructure segment at this time of year due to 
the fiscal year end, the profit trend remains strong. In addition, there was a provision of approximately JPY2.2 
billion for Thai securities during the quarter, but excluding this effect, profitability improved significantly in 
real terms. 
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Next is Internet infrastructure. Here are the quarterly sales figures and their breakdown. This was a 9.1% 
increase YoY, marking the fourth consecutive quarter of record performance. In addition to the strong growth 
of the payment business, sales have been steadily increasing due to the success of the monthly/yearly 
recurring billing business model, which is the solid recurring of each infrastructure company, including a group 
of unlisted companies. 

 

Now to the quarterly operating profit figures. With a 27.2% increase over the previous year, each company 
has been able to accumulate solid profits. 
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Now is about the security business, which we will be strengthening in the infrastructure segment. In order to 
respond to the strong interest in and threats to security that have been growing worldwide in recent years, 
and to meet those needs, the Group has adopted the slogan "safe and secure internet for everyone" for its 
security business. 

 

The security business consists of three areas. The first area is encryption security covering SSL and other 
cryptographic security using authentication technology deployed by GlobalSign. Next is cyber security by the 
world's most powerful group of white hackers, developed by GMO CYBER SECURITY IERAE, a group joined in 
2022. Lastly, brand security by domain trademark professionals. 
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Of these, our performance in cyber security is as shown. We have established a new vulnerability research 
team and participate in national and international security contests. We have recently achieved the number 
one position in the world's most prestigious security contest for two consecutive years. We will continue to 
contribute to the realization of a safe and secure Internet society in Japan and around the world. 

 

In addition, GMOGPU Cloud, a cloud service for generative AI, will soon be available. To contribute to the 
development of Japan's AI industry, we will provide high-performance computing resources and develop an 
environment essential for AI development and machine learning. Please stay tuned. 
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Next, we discuss the online advertising & media segment. Net sales decreased 6.2% from the previous year. 
In-house products developed by GMO Media and GMO TECH performed well, but the advertising agency 
business remained weak due to the continued trend of shrinking advertising budgets in some industries. 

 

Now to the quarterly operating profit figures. Own commercial products with high profit margins and stock 
[inaudible]. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
23 

 

 

Next is the Internet finance business. Quarterly results are as shown. Volatile movements in the foreign 
exchange market contributed to the increase in trading volume and sales. 

As for profit, the allowance for doubtful accounts in Thai securities was about JPY2.2 billion, resulting in a 
decrease in profits and [inaudible] effect, and real profitability has improved. 

We have decided to terminate our securities business in Thailand by the end of this year, effectively 
withdrawing from the business, and are taking various measures to increase profits in the next fiscal year and 
beyond. 
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Here are the sales by product. Dark blue FX posted record sales as exchange rates remained brisk. Sales of the 
light blue CFDs increased due to buoyant global stock markets. 
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The graph shows the relationship between sales and trading volume in the FX business. Until FY2022, there 
was an inverse correlation between the increase in trading volume and the decrease in sales volume. This was 
due to the large volume of transactions by large customers at the time, which was deteriorating the 
Company's profitability. 

In order to improve the situation, we started to limit the daily transaction volume for some of our large 
customers in FY2022 Q4. Through such efforts, we have gradually succeeded in improving sales and 
profitability, and this time, with a further tailwind from the market, we have achieved a record high. 
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Finally, the cryptoassets business. Quarterly results are as shown. Since Q4 of last year, the exchange business 
developed by GMO Coin has returned to a recovery trend in the market, partly due to topics related to crypto 
assets. The increase in transaction volume resulted in a profit for the fourth consecutive quarter. 

We will continue to expand our customer base and work on various measures while continuing to operate in 
a nonchalant manner. 

That is all from me. Yasuda will again speak about the holding structure. Thank you very much. 
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Yasuda: I am Yasuda again. I will now explain the transition to a holding company structure. 

First, let me explain the purpose of the transition to a holding company structure. In its ESG disclosure for the 
last fiscal year, the Group set "a corporate group that thrives over hundreds of years" as a key governance 
issue. 

We have been searching for the optimal organizational structure to continue winning and sustainably create 
value in the rapidly changing domain of the Internet industry. This transition to a holding company structure 
is the first step toward building a solid management foundation to achieve this very goal. 
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Now, let me explain what kind of changes we intend to make as a result of the transition to a holding company 
structure. 

The Company will be positioned as a pure holding company and will specialize in group management functions. 
Specifically, this role is responsible for optimizing the business portfolio and serving as the foundation for 
creating group synergies. 

We will also further strengthen our independent management, which I mentioned earlier as one of our 
strengths. By delegating authorities to each group company, we will achieve more agile decision-making and 
accelerate their growth speed. 
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Let me explain the current group structure here. 

As a holding company, GMO Internet Group conducts its own business and has major group companies as 
shown below. Each company operates autonomously in the areas in which it excels, and this reorganization 
will be implemented between GMO AD Partners, one of these companies. 
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Let me explain in detail about the restructuring scheme with GMO AD Partners. 

First, GMO AD Partners will take over the infrastructure and other businesses currently operated by the 
Company. In exchange, the Company will subscribe for new shares to be issued by GMO AD Partners. 

This reorganization is solely between the Company and GMO AD Partners, and there will be no changes to the 
other unlisted group companies. As a result, the Company will shift from an operating holding company to a 
pure holding company and will specialize in the group management function I mentioned earlier. 

GMO AD Partners will change its trade name to GMO Internet and list on the Prime Market on January 1, 2025, 
the effective date. 
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The following is an overview of the business and main services of the new GMO Internet, which was renamed 
from GMO AD Partners. 

The so-called ancestral business of access, domain, and cloud hosting, which has been the cornerstone of the 
Group for 28 years, will be succeeded for further growth. We will aim for growth in both Internet 
infrastructure and media. 
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The scale of the new GMO Internet's business, as you can see, is as shown 

Although these are reference figures based on the results for the fiscal year ended December 31, 2023, the 
integration of the two businesses will result in combined sales of more than JPY76 billion, greatly expanding 
the business base. In particular, the infrastructure business is the most important driver of profit growth in 
the non-payment area, as explained earlier. 
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I will now briefly explain the synergies from the integration of the two businesses. 

The infrastructure business of the new GMO Internet has the number one stock product group of access, 
domain, and cloud hosting, and its customer acquisition is mainly through the Web. This integration will allow 
GMO AD Partners to directly utilize its Web marketing know-how to attract customers for these products. We 
expect extremely strong synergies in attracting customers. 
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Finally, I would like to summarize the future development of our company and the new GMO Internet, Inc. 

First of all, we will change our position from a business holding company to a pure holding company and will 
play a fundamental role in optimizing our business portfolio and creating group synergies in order to realize 
sustainable growth and, as a result, achieve our super-long term plan, the 55-year plan. 

Meanwhile, the new GMO Internet, in addition to the integration synergies in the existing businesses of 
infrastructure and advertising media, will launch GPU Cloud Services as a new business and accelerate its 
development as a new growth driver. Please stay tuned. 
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Finally, I would like to discuss shareholder returns. Our basic policy is a total shareholders return ratio of 50%. 
The breakdown is 33% for dividends and the remaining 17% for amortization of share repurchases. 

 

Here is the dividend per share. Earnings and dividend forecasts for the current fiscal year are undisclosed. 

This is due to the volatility of the finance business, crypto asset business and other businesses, which makes 
it difficult to forecast earnings. For this reason, dividends are also announced quarterly. The dividend will be 
JPY7.7. 
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Finally, I would like to discuss the progress of the treasury share acquisition. The expansion of the treasury 
share acquisition quota was announced in conjunction with the announcement of the financial results for Q2. 
As you can see, we are making steady progress toward the planned total acquisition price of JPY5 billion. 

That concludes today's briefing. Thank you for watching.  

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

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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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
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