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Q2: Move to Higher Value-Added Model Continues
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B Earnings Summary: LIFULL continued to make progress in its transition to higher- L ]
value added business models in the first half of FY2024/9. despite setbacks in the
overseas business. Highlights included: Focus Point

1. The company recorded a ¥0.91bn gain in the sale of its subsidiary, LIFULL SPACE,
which operates a storage space search site. In completing the transfer, management
made further progress on its goal of concentrating resources on its core business lines.

2. Revenues and profits at the core operating segment, HOME'S Services, were in-line
with targets. Although profits declined as a result of strategic increases in branding and
advertising expenses, management expects segment revenue growth to accelerate
during the second half as the company enhances its website with innovative services
and Al-driven functionality.

3. The Overseas segment saw an increase in one-off costs, a delay in its tech-enabled

Japan’s Only Listed Company focused
exclusively on its Real-estate related
Portal business.

Dedicates higher resources to IT and
less to advertising than rivals.

Sold off non-core businesses to focus
resources on areas of strength.
Active in more than 60 countries and
rapidly expanding the profitability of
its global business.

Key Indicators

agency business, and a steeper-than-expected decline in traffic to aggregation sites. Share price (6/12) ez
The agency business is already recovering briskly, and the company has taken several YH (24/1/26) 204
initiatives that are expected to enhance revenues for the aggregation sites over the \1(|(_)\((|2-|4(/145//2122)/22) q ;:g
next 3-4 quarters even if traffic remains subdued. 10VL (22/6/20) '148
B Revision to Guidance: As a result of unplanned one-off costs and reduced traffic in Shrs out. (mn shrs) 13.424
the Overseas segment, the company revised its full-year operating profit guidance to Mkt cap (¥ bn) 21.74
¥1.9bn, from ¥3.0bn. Sales guidance was revised to ¥35.5bn, from ¥37bn. No EV (LTM/¥ bn) 12.70
revisions were made to any of the other segments. The company believes that during bt o] 25 63.71%

. . . FY23/9 ROE (act) 3.24%
the next three quarters it can improve the revenue from this segment even at current FY23/9 /B (act) P
levels of traffic to the aggregation sites. FY24/9 P/E (CE) 69.23x

M Valuations: LIFULL's shares currently trade at less than 69% of book value.
Management believes they can increase ROE by focusing on improving lead quality in
the HOME'S Services segment and shifting to business models closer to the
transaction in the Overseas segment. These transformations will take time and
require investments, causing volatility in earnings. Management is, however, pleased
with the progress and expects higher and more consistent returns once these
transitions have been completed. Meanwhile, the company has net cash reserves
exceeding 67% of market value.
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2020/9 35402 (9.9) 2,485 (40.6) 2136 (41.1) 1,167 (505) 871 529
2021/9 35857 13 (6644) TR  (6,857) TR (5895) TR (44.78) 3.62
2022/9 35730 (0.4) 1,672  TB 138 T8 1,185 T8 896 2.25
2023/9 36405 1.9 1,959 17.2 1634 179 1,031 (126) 803 4.26
2024/9 CE 35500 (25) 1,900 3.1 ; - 300 (68.1) 234 0.00
2023/91H 19168 63 1,711 227.3 1,564 2653 1,164 586.6 8.72 Michael Allen, Analyst
research@sessapartners.co.jp
2024/9 1H 17,360 (9.4) 971 (43.2) 813 (48.0) 115 (90.0) 0.93 ;

Source: Compiled by SIR from the Company financial statements.
Note: Figures may slightly differ from those published by the company due to rounding to the nearest million.

This report was prepared by Sessa Partners on behalf of the subject company. Please refer to the legal disclaimer at the end for details.
Quick Look Reports are released every other quarter to follow earnings.
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B HOME’S Services Segment

LIFULL has internally developed several new features using artificial intelligence which
have helped to increase the propensity of leads to be converted into sales. A key problem
in the real-estate industry is that brokers have limited staff and are not incentivized to
clean their databases, so many leave ads up on multiple websites even after a deal is
closed. These so-called “bait-properties” lower the propensity of new leads to convert to
sales and reduce the quality of the company’s service. At the beginning of the current
year, LIFULL further improved its patented system using artificial intelligence to
automatically compare advertised listings on its site with data on closed deals provided by
management companies. By ensuring that a high percentage of the properties listed on
the site are actually available, the company ensures the freshness of the information to
users while reducing the burden on brokers, management companies, and landlords. By
February, the new system was scanning 1.87mn properties, managed by 18 management
companies that have adopted the system, and was suppressing about 100,000 property
advertisements per month. Despite these reductions, though, the total number of
properties remained about the same which indicates that total available properties are
actually increasing.
Listings

(As of March 31)

59,194 +29 57

45,723

More properties due to
increased sales initiatives

More registered users

023 2024

Source: The Company 2Q FY2024/9 presentation "Growth of Investment Property Site Kenbiya"

Upgrades to the LIFULL HOME'S app to include more features from the company's website
and conversion rate optimization initiatives have led to a 14% increase in inquiries via the
app. Additionally, increased sales efforts helped spur a 4.1% increase in the customer
network, to 28,889, while the average price per account was down only 2.3% following the
7.1% rise in the same period a year ago. Consultations, referrals, transactions, and revenue
for the company's personalized consultation service, Sumai No Madoguchi, have all
increased year-over-year. Inquiries that go to clients are pre-qualified by employees of
LIFULL and clients are charged for completed transactions — making these leads more
valuable and providing a benchmark for high-quality leads. Increased use of artificial
intelligence-driven features, such as Al AnswerPlus, a chatbot for users, is helping the
company start more partnerships with clients and create more opportunities to generate
revenue. The company also saw a 29% rise in listings year-over-year on its investment
property portal, Kenbiya, which was acquired in July 2020. The company finished integrating
the acquisition’s database with LIFULL’s own database during the previous year and as a
result, was able to increase its promotion of this service. The company aims to become the
number one site for investment properties in Japan.

As a result of these efforts, sales rose 1.4% during the first half, despite headwinds caused by a
declining population of movers and changes in the online advertising market. At the same
time, the company increased television branding promotions during the peak moving season in
Japan, leading to a 4.6% rise in advertising expenses. Advertising is expected to be seasonally
high in the second quarter, but the increase was exacerbated by a shift in timing of some
expenses from the first quarter into the second, which caused profits during the half to decline
17.8%. The segment profit margin fell to 9.0%, from 10.9%. Management expects the segment
profit margin going forward will be closer to that experienced in the first quarter, on average,
but the second quarter expenditures are usually higher than the average.
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B Overseas Segment

Overseas revenues increased 5.1%, driven by new acquisitions, but as a result of
unplanned one-off restructuring costs combined with shortfalls in the aggregation
business and a delayed start to hiring plans in the company’s tech-enabled agency
business, the company is behind its original forecasts. Consequently, the company has
revised its forecasts for these portions of the overseas business.

The company continues to expect annual recurring revenue from international real
estate portals to rise about 17%, achieved by stronger sales teams in target areas and
utilizing experience from Japan to tailor services to each local market. The annual
recurring revenue is calculated by multiplying the revenue of the final month of each
quarter by 12.

The tech-enabled agency experienced a temporary decline in bookings during November
and December, largely because the company fell behind its hiring targets. Since
December, however, the total number of agents has continued to rise and reached a
new record at the end of March, up 43%. Additionally, listings were also up 13% as well
as a 26% increase in inquiries over the end of the first quarter. Bookings began to rise in
January, and completed transactions recovered from February. By the end of March,
bookings reached the highest level ever.

The company's aggregation sites have been hit by changes in internet advertising
protocols as well as downturns in real estate markets around the globe. Traffic was
down 33% compared to the first half of the previous year. The company plans to further
enhance its user interfaces and experiences, implement solutions powered by artificial
intelligence, and provide richer listings to users. The introduction of new advertising
products for clients has led to a 3.3 percentage point rise in the conversion rate and a
9% increase in the price per click during the half. Each new function or feature needs to
be tested across four different brands with aggregation sites in 60 different countries, so
the company expects to roll these new features out over a period of two to three
quarters.

Bookings & B Bookings
Completed Transactions Completed Transactions
{Sales transactions only)
S Carry-over Highest
Temp. decline in ghes
P ofeffects Ever

bookings
Gen ] - 2 months delay

from booking to
completion I
Oct. MNov. Dec. Jar. Feb. Mar.

Other indicators showing positive trends

Total Agents Listings Inquiries

+43% +13% +26%

Source: The Company 2Q FY2024/9 presentation
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B FY2024/9 Q1 Earnings

Consolidated sales rose 8%, to ¥8.1bn driven by overseas acquisitions aiding the shift
from a cost-per-click model to a model that is closer to transactions. Operating profit
from comparable operations was flat at about ¥0.15bn.

In the previous year, the company recorded an operating profit of ¥0.8bn, but this
included ¥0.66bn in profits from the sale of Rakuten LIFULL STAY, a hotel and lodging
platform operator, in October of 2022. In the current term, the company recorded a net
loss of ¥0.05bn, but this included about ¥0.2bn in one-off costs associated with the start
of a new management structure in the overseas business.

Two changes in the SG&A expenses were worth noting: Personnel costs rose 24.9%, but
this included unplanned one-off severance payments associated with restructuring of
the overseas business an the increased headcount from acquisitions. Advertising costs
were down 5.9%, but this was related to a shift in the timing of these expenses, and
management expects these costs to rise during the peak moving season in Japan in the
second quarter.

B FY2024/9 Q2 Earnings

The core HOME'S Services segment reported a 1.8% rise in revenues, driven by new
features using Al technologies and an increase in branding efforts. On the other hand,
Overseas revenues declined 17.9%, driven primarily by declines in traffic to global
aggregation sites. Sales in the Other Businesses segment fell back to a normal level of
¥608mn, compared to the ¥2.7bn recorded in the same quarter of the previous year,
which included one-off sales of investments in hotel development projects. Reported
consolidated sales declined 20.8%, to ¥9.2bn, but excluding the one-off asset sales in the
previous year, sales were down only 3.5%, and only the international aggregation sites
were significantly below target.

Reported operating profit from the HOME'S Services segment was down 45.5%, to
¥399mn, in-line with a planned advertising blitz to strengthen the brand. Although
management expects the operating margin to be seasonally low during the peak moving
season, which occurs during the second quarter, the current year change was
exacerbated by calendar differences that cause some expenses to shift from the first
quarter to the second. This was in-line with management’s expectations.

The Overseas segment recorded a segment loss of ¥123mn, compared to break-even in
the same quarter of the previous year. Declines in revenue from aggregation sites were
steeper than expected, and delays in hiring at the tech-enabled agency service were
delayed. Management expects the segment to return to profitability within the next 3-4
guarters as tech-enabled agency services accelerate and enhanced services and
functions designed to increase revenue per engagement are rolled out to all of the
company’s aggregation sites.
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Quarterly P/L
2022 023 (1p2:3
a1 Q2 Q3 Qa a1 ) Q3 Qa a1 Q2
Revenue 8510 9,530 8645 9,044 7,583 11,585 8825 8410 8190 9,169
 Home'evices | 6139 7085 6263 6579 5497 6462 5563 5702 5577 6575
................... Overeas | 17m7 1760 160 177 1463 2419 2305 2063 2003 198
Other Businesses 583 683 721 738 622 2,704 956 643 569 608
Cost of Revenue 947 1,066 957 1,084 328 2,240 843 444 527 543
SG&A 7010 8580 7,857 7,923 6972 8457 7,309 7,469 7,672 8,498
. Persomelexpenses | 2203 2485 243 2558 2334 2374 2503 29 2916 23%
................... Advertsing expenses | 2731 3916 3160 3015 2482 3737 2608 2667 233 3786
................... Operatingexpences | 121 120 144 150 135 146 173 199 24 1%
E:Z:)esct'at'c’”/ Amortizati 459 468 482 493 488 523 532 537 498 503
................... o n | asn ises e iredl i e et e e ies
Operatingincome ... 588 (66) 105 1,044 822 .. 888 . 705 (573) (55) 1,027
Sf;f;:(;)g) income 69  (0.7) 12 115 108 7.7 80 (68| (0.7) 11.2
Net income 365 (179) 161 833 564 560 319 (504)  (400) 519

Source: The Company 2Q FY2024/9 presentation
1) Net income = Net income attributable to owners of the parent 2) As the provisional accounting measures for corporate mergers have been defined for FY
2021/9,FY 2023/9 and FY 2024/9, these provisional accounting measures have been applied to all related values. 3) LIFULL Tech Vietnam and LIFULL Tech
Malaysia have been moved to the HOME'S Services segment as of FY 2024/9. In this report, revenue by segment from FY 2023/9 Q1 is stated based on the

revised segments.
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Source: The Company 2Q FY2024/9 presentation
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B Outlook

The company’s core business is executing according to plan. The overseas aggregation
business remains weak, but management continues to shift resources to higher-value
services and believes that if the aggregation business stabilizes, growth in the real estate
portals and tech-enabled agent businesses will eventually lead this segment to new
highs in sales and profits.

In the current year, however, the reduced traffic in the Overseas segment combined
with unplanned one-off costs caused the company revised its full-year operating profit
guidance to ¥1.9bn, from ¥3.0bn. Sales guidance was revised to ¥35.5bn, from ¥37bn.
No revisions were made for any of the other segments. The company believes that
during the next three quarters it can improve the revenue from this segment even at
current levels of traffic to the aggregation sites.

Funnel fOl’ —— Service Characteristics
MOVIng House Information Price Customers
; Low Portals
Search Aggregdtlon nght (Several Yen) (Several / Country)
40 Mid Real Estate
g a i Professionals
g i Compare Portals Rich Thofs%vr?crj’gflen) (Several Thousand /
T N Country)
Ji Tech-Enabled High
n g Buy\/ Ren't EE napile Rich - | Consumers
a Hundred
A Agent Thousand Yer) (R )

Source: The Company 3Q FY2023/9 presentation

B Management

LIFULL announced a new management structure as of December 21, 2023. Inoue Takashi
became the Chairperson, and Ito Yuji was promoted to President and Managing Director.
Ito joined the company in 2006 as a salesman immediately after graduating from
university. He spearheaded the expansion of LIFULL HOME'S Sumai No Madoguchi to
various cities, before serving as the General Manager of LIFULL HOME’S, and a year later,
was nominated as a Director. He was born in November 1982 and is bringing a younger
mentality into the leadership of the company. Other new directors were also appointed
to directly head the overseas businesses and financial services as well as a new member
of the auditing committee. Finally, the company has also stepped up the recognition of
middle managers in an effort to retain staff and promote diversity.

Representative Directors

L ;}"I Group Domestic
‘ Manogemaent Busingstes'
Chairperson President, Managing Director
Head of LIFULL HOME™S Business Departrment
INQUE Takashi ITS Yuji
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ITO Yuji's profile

e Born: November 1982 (Currently 41 years old)

¢ Joined the Company in 2006 after graduating from university

e Started in a sales position in LIFULL HOME'S (HOME'S)

¢ Made considerable contributions to growth in rental & sales markets

¢ Headed the nation-wide expansion of LIFULL HOME'S Sumai No Madoguchi
e Became General Manager of LIFULL HOME's in 2019

* Nominated as a Director in 2020

B Valuation

LIFULLs shares currently trade at less than 69% of book value. Management believes that
they can increase ROE by continuing to focus on the quality of the leads it provides to its
real-estate customers in the HOME'S Services segment and by shifting resources away
from the cost-per-click model toward a business model that is closer to the transaction
overseas. These transformations take time and requires investments that have caused
volatility in earnings and increased uncertainty, but management is pleased with the
progress toward these goals. When this process is complete, returns should be higher
and more consistent. In the meantime, the company’s net cash reserves exceed 67% of
market value.

Relative Chart: LIFULL vs TOPIX [1 year]
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LEGAL DISCLAIMER

This report is intended to provide information about the subject company, and it is not intended to
solicit or recommend investment. Although the data and information contained in this report have

been determined to be reliable, we do not guarantee their authenticity or accuracy.

This report has been prepared by Sessa Partners on behalf of the concerned company for which it has
received compensation. Officers and employees of Sessa Partners may be engaged in transactions
such as trading in securities issued by the company, or they may have the possibility of doing so in
the future. For this reason, the forecasts and information contained in this report may lack
objectivity. Sessa Partners assumes no liability for any commercial loss based on use of this report.
The copyright of this report belongs to Sessa Partners. Modification, manipulation, distribution or

transmission of this report constitutes copyright infringement and is strictly prohibited.

Sessa Partners Inc.

#5ai-0 Azabu, 2-8-14
Azabujyuban, Minato-ku, Tokyo

info@sessapartners.co.jp
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