CONFIDENTIAL

Rakuten

Rakuten Group, Inc.
(incorporated with limited liability under the laws of Japan)
$750,000,000 5.125% Undated Subordinated NC5 Fixed Rate Reset Notes
$1,000,000,000 6.250% Undated Subordinated NC10 Fixed Rate Reset Notes

Rakuten Group, Inc., a joint stock corporation incorporated with limited liability under the laws of Japan, is offering $750,000,000
aggregate principal amount of 5.125% Undated Subordinated NC5 Fixed Rate Reset Notes (the “NC5 Notes”) and $1,000,000,000 aggregate
principal amount of 6.250% Undated Subordinated NC10 Fixed Rate Reset Notes (the “NC10 Notes” and, collectively with the NC5 Notes, the
“notes”).

With respect to the NC5 Notes, beginning on, and including, April 22, 2021 to, but excluding, April 22, 2026, the NC5 Notes will bear
interest at 5.125% per annum, payable semi-annually in arrears on April 22 and October 22 of each year, beginning on October 22, 2021.
Beginning on, and including, April 22, 2026, the NC5 Notes will bear interest at a rate per annum equal to the 5 Year Treasury Rate plus
Margin (each such term as defined in “Description of the Notes”), payable semi-annually in arrears on April 22 and October 22 of each year.
With respect to the NC10 Notes, beginning on, and including, April 22, 2021 to, but excluding, April 22, 2031, the NC10 Notes will bear
interest at 6.250% per annum, payable semi-annually in arrears on April 22 and October 22 of each year, beginning on October 22, 2021.
Beginning on, and including, April 22, 2031, the NC10 Notes will bear interest at a rate per annum equal to the 5 Year Treasury Rate plus
Margin (as defined in “Description of the Notes”), payable semi-annually in arrears on April 22 and October 22 of each year. Payment of
interest is subject to optional deferral at our election. For further details, see “Description of the Notes.”

The notes are undated and accordingly have no fixed maturity date. The notes are subject to redemption in whole but not in part, at our
option and sole discretion (i) on any interest payment date on or after, with respect to the NC5 Notes, April 22, 2026 or, with respect to the
NC10 Notes, April 22, 2031, or (ii) at any time upon the occurrence of a Tax Deduction Event, a Withholding Tax Event, a Rating Methodology
Event, an Accounting Event or a Substantial Repurchase Event (each such term as defined in “Description of the Notes”). In addition, on any
date after April 22, 2026 but prior to the First Reset Date, we may redeem the NC10 Notes in whole, but not in part, at the Make-whole
Redemption Amount (each such term as defined in “Description of the Notes”). The notes are not subject to any optional or mandatory
redemption or other features triggered by a change of control.

The notes will constitute our irrevocable, direct, unsecured and subordinated obligations. Upon the occurrence of a Subordination Event
as described in this offering circular, any amounts payable under the notes will be subordinated in right of payment to all Senior Obligations.
Claims in respect of the notes will rank substantially pari passu with all Parity Obligations as to priority of liquidation payment and shall rank
senior to all Junior Obligations. See “Description of the Notes—Subordination.” The notes will be issued only in registered form in
denominations of $200,000 and integral multiples of $1,000 in excess thereof.

Payment of the principal of the notes may be accelerated only in the case of a Subordination Event, which can only occur in the event of
the liquidation, bankruptcy or other equivalent proceedings of Rakuten Group, Inc. In the case of a Subordination Event, the Trustee may, or if
so requested by the holders of not less than 25% in aggregate principal amount of the notes of such series then outstanding, declare the
principal of and all interest then accrued on the notes to be forthwith due and payable by us. Payment of any such accelerated amounts will
be subject to the conditions described under “Description of the Notes—Subordination.” The foregoing notwithstanding, in the event of a
Claim Rights Termination Event (which will occur in the event of reorganization, rehabilitation or other equivalent proceedings of Rakuten
Group, Inc.), the holders of the notes will be deemed to have irrevocably waived their right to claim or receive, and will not have any rights
against us, the Trustee or the Paying Agent with respect to, payment of principal, any interest, Arrears of Interest or Additional Amounts,
except for any payments of any interest, Arrears of Interest or Additional Amounts that have become due and payable prior to the occurrence
of the Claim Rights Termination Event. See “Description of the Notes—Termination of Rights for Claims upon Certain Events.”

Each series of the notes will be represented by one or more global notes deposited with a custodian for and registered in the name of a
nominee of The Depository Trust Company (“DTC”), as depositary. Beneficial interests in the notes will be shown on, and transfers thereof will
be effected only through, records maintained by DTC and its direct and indirect participants, including Euroclear Bank SA/NV (“Euroclear”)
and Clearstream Banking S.A. (“Clearstream”).

Approval in-principle has been received for the listing of the notes on the Official List of the Singapore Exchange Securities Trading
Limited, or the Singapore Exchange. The Singapore Exchange assumes no responsibility for the correctness of any of the statements made
or opinions expressed or reports contained in this offering circular. Approval in-principle from, admission to the Official List of, and the listing
and quotation of any notes on, the Singapore Exchange are not to be taken as an indication of the merits of us, our subsidiaries and
associated companies (if any) or the notes.

Investing in the notes involves risks that are described in the “Risk Factors” section beginning on page 18 of this offering circular.

Price per NC5 Note: 100.000% plus accrued interest, if any, from April 22, 2021.
Price per NC10 Note: 100.000% plus accrued interest, if any, from April 22, 2021.

The notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), or
the securities laws of any other jurisdiction. Unless they are registered, the notes may be offered only in transactions that are
exempt from registration under the Securities Act, or the securities laws of any other jurisdiction. Accordingly, we are offering the
notes in the United States only to qualified institutional buyers (“QIBs”) and outside the United States to non-U.S. persons in
reliance on Regulation S under the Securities Act (“Regulation S”). For further details about eligible offerees and resale restrictions,
see “Plan of Distribution” and “Transfer Restrictions.”

It is expected that delivery of the notes will be made through the book-entry facilities of DTC and its participants, including Euroclear and
Clearstream, on or about April 22, 2021 for the accounts of their respective account holders.

Concurrently with the offering of the notes, we are planning to offer €1,000,000,000 aggregate principal amount of undated
subordinated fixed rate reset notes (the “Euro notes”). No Euro notes are being offered hereby. The offering of the Euro notes is expected to
close on the same day as the offering of the notes, but the closing of the offering of the notes is not conditional upon the closing of the offering
of the Euro notes. See “Summary—The Offering—Concurrent Euro Notes Offering.”

Joint Bookrunners and Joint Lead Managers
Goldman Sachs International Morgan Stanley
Structuring Agent

Daiwa Capital Markets Europe BofA Securities Mizuho Securities SMBC NIKKO Citigroup

Offering Circular dated April 15, 2021.



IMPORTANT INFORMATION ABOUT THIS OFFERING CIRCULAR

No person has been authorized in connection with the offering to give any information or to make
any representation not contained in this offering circular and, if given or made, such information or
representation must not be relied upon as having been authorized by us, any initial purchaser or any
affiliate of the initial purchasers. No action has been, or will be, taken to permit a public offering of the
notes in any jurisdiction where action would be required for that purpose. Accordingly, the notes
offered hereby may not be offered or sold, directly or indirectly, and this offering circular may not be
distributed in any jurisdiction, except in accordance with the legal requirements applicable in such
jurisdiction. Neither delivery of this offering circular nor any sale made hereunder shall under any
circumstances imply that the information herein is correct as of any date subsequent to the date
hereof.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF US AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND
RISKS INVOLVED. THE NOTES COVERED BY THIS OFFERING CIRCULAR HAVE NOT BEEN
APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION OR ANY OTHER SECURITIES COMMISSION OR OTHER REGULATORY
AUTHORITY, NOR HAVE THE FOREGOING AUTHORITIES APPROVED THIS OFFERING
CIRCULAR OR CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS
OFFERING CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE
UNDER THE LAWS OF THE UNITED STATES.

This offering circular is personal to each offeree and does not constitute an offer to any other
person or to the public generally to subscribe for or otherwise acquire notes. Distribution of this offering
circular to any person other than the offeree and those persons, if any, retained to advise such offeree
with respect thereto is unauthorized, and any disclosure of its contents without our prior written consent
is prohibited. Each person receiving this offering circular acknowledges that (i) such person has not
relied on any initial purchaser, any U.S. selling agent of the initial purchasers or any person affiliated
with the initial purchasers in connection with its investigation of the accuracy of such information or its
investment decision and (ii) no person has been authorized to give any information or to make any
representation concerning us or the notes offered by this offering circular other than as contained
herein and, if given or made, any such other information or representation should not be relied upon as
having been authorized by us, any initial purchaser or any U.S. selling agent of the initial purchasers.

The notes have not been and will not be registered under the Financial Instruments and Exchange
Act of Japan (Act No. 25 of 1948, as amended), or the FIEA, and are subject to the Act on Special
Measures Concerning Taxation of Japan (Act No. 26 of 1957, as amended), or the Special Taxation
Measures Act. The notes may not be offered or sold in Japan or to, or for the benefit of, any person
resident in Japan, or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the
benefit of, a person resident in Japan, for Japanese securities law purposes (including any corporation
or other entity organized under the laws of Japan) except pursuant to an exemption from the
registration requirements of, and otherwise in compliance with, the FIEA and any other applicable laws,
regulations and governmental guidelines of Japan. In addition, the notes are not, as part of the initial
distribution by the initial purchasers at any time, to be directly or indirectly offered or sold to, or for the
benefit of, any person other than a Gross Recipient or to others for re-offering or resale, directly or
indirectly, to, or for the benefit of, any person other than a Gross Recipient, except as specifically
permitted under the Special Taxation Measures Act. A Gross Recipient for this purpose is (i) a
beneficial owner that is, for Japanese tax purposes, neither an individual resident of Japan or a
Japanese corporation, nor an individual non-resident of Japan or a non-dapanese corporation that in
either case is a person having a special relationship with the issuer of the notes as described in
Article 6, Paragraph (4) of the Special Taxation Measures Act, or a specially-related person of the



issuer, (ii) a Japanese financial institution or a Japanese financial instruments business operator,
designated in Article 3-2-2, Paragraph (29) of the Cabinet Order (Cabinet Order No. 43 of 1957, as
amended), or the Cabinet Order, relating to the Special Taxation Measures Act that will hold notes for
its own proprietary account or (iii) an individual resident of Japan or a Japanese corporation whose
receipt of interest on the notes will be made through a payment handling agent in Japan as defined in
Article 2-2, Paragraph (2) of the Cabinet Order. BY SUBSCRIBING FOR THE NOTES, AN INVESTOR
WILL BE DEEMED TO HAVE REPRESENTED THAT IT IS A GROSS RECIPIENT.

Interest payments on the notes generally will be subject to Japanese withholding tax unless it is
established that the notes are held by or for the account of a beneficial owner that is (i) for Japanese
tax purposes, neither an individual resident of Japan or a Japanese corporation, nor an individual
non-resident of Japan or a non-Japanese corporation that in either case is a specially-related person of
the issuer, or (ii) a Japanese financial institution or a Japanese financial instruments business operator,
designated in Article 3-2-2, Paragraph (29) of the Cabinet Order which complies with the requirement
for tax exemption under Article 6, Paragraph (9) of the Special Taxation Measures Act or (iii) a public
corporation, a financial institution or a financial instruments business operator, etc. described in
Article 3-3, Paragraph (6) of the Special Taxation Measures Act which complies with the requirement
for tax exemption under that paragraph.

Interest payments on the notes to an individual resident of Japan, to a Japanese corporation not
described in the preceding paragraph, or to an individual non-resident of Japan or a non-Japanese
corporation that in either case is a specially-related person of the issuer will be subject to Japanese
income tax.

The notes have not been and will not be registered under the Securities Act, or with any securities
authority of any State of the United States, and may not be offered or sold within the United States,
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements
of the Securities Act and in compliance with any applicable state securities laws. The notes are being
(i) offered by the initial purchasers to non-U.S. persons in offshore transactions outside the United
States and Japan in reliance on Regulation S under the Securities Act, and (ii) placed inside the United
States through the initial purchasers or U.S. selling agents of the initial purchasers to QIBs in reliance
on Rule 144A. Prospective purchasers are hereby notified that sellers of the notes may be relying on
the exemption from the registration provisions of Section 5 of the Securities Act provided by Rule
144A. For a description of these and certain further restrictions on offers, sales and transfers of the
notes and the distribution of this offering circular, see “Transfer Restrictions” and “Plan of Distribution.”

The initial purchasers are acting exclusively for us and no one else in connection with the offering.
They will not regard any other person (whether or not a recipient of this offering circular) as their client
in relation to the offering and will not be responsible to anyone other than us for providing the
protections afforded to their clients nor for giving advice in relation to the offering or any transaction or
arrangement referred to herein.

NOTICES

Prohibition of Sales to EEA Retail Investors

The notes are not intended to be offered, sold or otherwise made available to and should not be
offered, sold or otherwise made available to any retail investor in the European Economic Area (the
“EEA.”) For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client
as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II;”) or (ii) a
customer within the meaning of Directive 2016/97/EU (as amended, the “Insurance Distribution
Directive,”) where that customer would not qualify as a professional client as defined in point (10) of



Article 4(1) of MiFID Il. Consequently no key information document required by Regulation (EU)

No 1286/2014 (as amended, the “PRIIPs Regulation,” for offering or selling the notes or otherwise
making them available to retail investors in the EEA has been prepared and therefore offering or selling
the notes or otherwise making them available to any retail investor in the EEA may be unlawful under
the PRIIPs Regulation.

MiIFID Il Product Governance/Professional Investors and ECPs Only Target Market

Solely for the purposes of the manufacturer’'s product approval process, the target market
assessment in respect of the notes has led to the conclusion that: (i) the target market for the notes is
eligible counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels
for distribution of the notes to eligible counterparties and professional clients are appropriate. Any
person subsequently offering, selling or recommending the notes, or a distributor, should take into
consideration the manufacturer’s target market assessment; however, a distributor subject to MiFID II
is responsible for undertaking its own target market assessment in respect of the notes (by either
adopting or refining the manufacturer’s target market assessment) and determining appropriate
distribution channels.

Prohibition of Sales to United Kingdom Retail Investors

The notes are not intended to be offered, sold or otherwise made available to and should not be
offered, sold or otherwise made available to any retail investor in the United Kingdom. For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client, as defined by
point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of domestic law by virtue of the
European Union (Withdrawal) Act 2018 (the “EUWA”); or (ii) a customer within the meaning of the
provisions of the Financial Services and Markets Act 2000 (as amended, the “FSMA”) and any rules or
regulations made under the FSMA to implement the Insurance Distribution Directive, where that
customer would not qualify as a professional client, as defined in point (8) of Article 2(1) of Regulation
(EU) No 600/2014 as it forms part of domestic law by virtue of the EUWA. Consequently no key
information document required by the PRIIPs Regulation as it forms part of domestic law by virtue of
the EUWA (the “UK PRIIPs Regulation”), for offering or selling the notes or otherwise making them
available to retail investors in the United Kingdom has been prepared and therefore offering or selling
the notes or otherwise making them available to any retail investor in the United Kingdom may be
unlawful under the UK PRIIPs Regulation.

UK MiFIR Product Governance / Professional Investors and ECPs Only Target Market

Solely for the purposes of the manufacturer’s product approval process, the target market
assessment in respect of the notes has led to the conclusion that: (i) the target market for the notes is
only eligible counterparties, as defined in the FCA Handbook Conduct of Business Sourcebook
(“COBS”), and professional clients, as defined in Regulation (EU) No 600/2014 as it forms part of
domestic law by virtue of the EUWA (“UK MiFIR”); and (ii) all channels for distribution of the notes to
eligible counterparties and professional clients are appropriate. Any person subsequently offering,
selling or recommending the notes (a “distributor”) should take into consideration the manufacturer’s
target market assessment; however, a distributor subject to the FCA Handbook Product Intervention
and Product Governance Sourcebook (the “UK MiFIR Product Governance Rules”) is responsible for
undertaking its own target market assessment in respect of the notes (by either adopting or refining the
manufacturer’s target market assessment) and determining appropriate distribution channels.

Notice Concerning the United Kingdom

There are restrictions on the offer and sale of the notes in the United Kingdom. All applicable
provisions of the FSMA with respect to anything done by any person in relation to the notes in, from or
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otherwise involving, the United Kingdom must be complied with. See “Plan of Distribution.” This
offering circular is for distribution in the United Kingdom only to persons who (i) have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005, as amended, or the Financial Promotion Order, or
(i) are persons falling within Article 49(2)(a) to (d) (*high net worth companies, unincorporated
associations etc.”) of the Financial Promotion Order (all such persons together being referred to as
“relevant persons”). This offering circular is directed only at relevant persons and must not be acted on
or relied on by persons who are not relevant persons. Any investment or investment activity to which
this offering circular relates is available only to relevant persons and will be engaged in only with
relevant persons.

Singapore Selling Restrictions

This offering circular has not been and will not be registered as a prospectus with the Monetary
Authority of Singapore. This offering circular and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of notes may not be circulated or distributed, nor
may the notes be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether directly or indirectly, to any person in Singapore other than (i) to an institutional investor (as
defined in Section 4A of the Securities and Futures Act (Chapter 289 of Singapore) (the “SFA”))
pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA)
pursuant to Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and in
accordance with the conditions specified in Section 275 of the SFA and (where applicable) Regulation
3 of the Securities and Futures (Classes of Investors) Regulations 2018, or (jii) otherwise pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA.

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person
which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the
sole business of which is to hold investments and the entire share capital of which is owned by
one or more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of
that corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall not be
transferred within six months after that corporation or that trust has acquired the notes pursuant to an
offer made under Section 275 of the SFA except:

(1) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to
any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the
SFA;

)
)
(4) as specified in Section 276(7) of the SFA; or
(5)

where no consideration is or will be given for the transfer;
where the transfer is by operation of law;

as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities
and Securities-based Derivatives Contracts) Regulations 2018.

Any reference to the SFA is a reference to the Securities and Futures Act, Chapter 289 of
Singapore and a reference to any term as defined in the SFA or any provision in the SFA is a reference
to that term or provision as modified or amended from time to time including by such of its subsidiary
legislation as may be applicable at the relevant time.
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Notice Concerning Singapore—Section 309B(1)(c) Notification

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore (the
“SFA”) and the Securities and Futures (Capital Markets Products) Regulations 2018 (the “CMP
Regulations 2018”), we have determined, and hereby notify all relevant persons (as defined in
Section 309A(1) of the SFA) that the notes are prescribed capital markets products (as defined in the
CMP Regulations 2018) and Excluded Investment Products (as defined in MAS Notice SFA 04-N12:
Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on
Investment Products).

FORWARD-LOOKING STATEMENTS

This offering circular contains “forward-looking statements” within the meaning of Section 27A of
the Securities Act and Section 21E of the U.S. Securities Exchange Act, as amended, or the Exchange
Act. These statements appear in a number of places in this offering circular and include statements
regarding the intent, belief or current expectations of our management with respect to our business,
results of operations and financial condition. In many cases, but not all, we use such words as “aim,”
“anticipate,” “believe,” “estimate,” “expect,” “forecast,” “intend,” “may,” “outlook,” “plan,” “potential,”
“predict,” “probability,” “project,” “risk,” “seek,” “should,” “target,” “will,” “would” and similar expressions
in relation to us or our management to identify forward-looking statements. You can also identify
forward-looking statements by discussions of strategy, plans or intentions. These statements reflect
our current views with respect to future events and are subject to risks, uncertainties and assumptions.
Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove
incorrect, our actual results may vary materially from those we currently anticipate.

Potential risks and uncertainties include, without limitation, those identified and discussed in “Risk
Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Business” and elsewhere in this offering circular. Given these risks and uncertainties, prospective
investors are cautioned not to place undue reliance on forward-looking statements. All forward-looking
statements in this offering circular are made as of the date of this offering circular, based on
information available to us as of that date. We do not undertake to update or revise any of our forward-
looking statements to reflect future events or circumstances, except in the limited circumstances
required by applicable law or stock exchange rule.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

” ” o«

In this offering circular, “we,” “us,” “our,” the “Company” and the “Rakuten group” refer to Rakuten
Group, Inc. and its consolidated subsidiaries, or, as the context requires, Rakuten Group, Inc. on a
non-consolidated basis. At the general meeting of shareholders held on March 30, 2021, the
shareholders approved a resolution to change our name from “Rakuten, Inc.” to “Rakuten Group, Inc.”
effective as of April 1, 2021. Within the audited consolidated financial statements as of and for the year
ended December 31, 2020 and as of and for the year ended December 31, 2019 (including
comparative information thereto) included elsewhere in this offering circular, our previous name,
Rakuten, Inc., is used. Our fiscal year end is December 31 of each year. Certain of the entities in the
FinTech segment (Rakuten Bank, Ltd., or Rakuten Bank; Rakuten Life Insurance Co., Ltd., or Rakuten
Life Insurance; and Rakuten General Insurance Co., Ltd., or Rakuten General Insurance) have a
March 31 year end for statutory purposes but are included as subsidiaries within our consolidated
financial statements (using financial information as of and for the year ended December 31).

The financial data in this offering circular is presented in Japanese yen and U.S. dollars. In this
offering circular, references to “U.S. dollars,” “dollars” and “$” refer to the lawful currency of the United
States and those to “yen” and “¥” refer to the lawful currency of Japan.
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In this offering circular, amounts presented in millions or billions of yen or thousands or millions of
dollars have been rounded to the nearest unit or tenth of a unit. All percentages have been rounded to
the nearest percent or one-tenth of one percent, as the case may be. All other figures have been
rounded to the nearest unit or one-tenth of a unit, as the case may be. Due to rounding and truncation,
the total amounts presented in tables may not be equal to the sum of the individual figures shown.

Our audited consolidated financial statements as of and for the year ended December 31, 2020
and as of and for the year ended December 31, 2019 (including comparative information thereto)
included elsewhere in this offering circular have been prepared in accordance with International
Financial Reporting Standards, or IFRS, as issued by the International Accounting Standards Board.

Unless otherwise indicated, all financial information included in this offering circular is presented in
accordance with IFRS, which differs from accounting principles generally accepted in Japan, or
Japanese GAAP, and from accounting principles generally accepted in the United States, or
U.S. GAAP.

Changes in Reporting Segments

On April 1, 2019, we implemented a corporate reorganization in order to clarify accountability,
improve management efficiencies and optimize allocation of resources, pursuant to which our group
companies were reorganized in accordance with our three new reporting segments: Internet Services,
FinTech and Mobile. See “Business—Our Business Operations—Group Reorganization.” In connection
with the reorganization, effective from the three-month period ended March 31, 2019, we added the
“Mobile” segment to our two existing reporting segments, to which we transferred our mobile virtual
network operator, or MVNO, and communication and messaging services from the Internet Services
segment. We refer to these changes to our segment reporting as “the 2019 segment restatements.”
Additionally, from the three-month period ended December 31, 2020, in order to enhance collaboration
and synergy between digital contents services and mobile services, certain businesses and
subsidiaries have been transferred among our segments, including the transfer of Rakuten Kobo Inc.
from the Internet Services segment to the Mobile segment. We refer to these changes as the “2020
segment reorganization.” Unless otherwise stated in this offering circular, segment information for the
years ended December 31, 2018, 2019 and 2020 is presented on the basis of the 2019 segment
restatements and the 2020 segment reorganization. The description of our business and operations in
“Business” is based on the 2019 segment restatements, as further modified by the 2020 segment
reorganization. This presentation, which matches the presentation in our audited consolidated financial
statements as of and for the year ended December 31, 2020 (including comparative information
thereto), differs from the presentation in our audited consolidated financial statements as of and for the
year ended December 31, 2019 (including comparative information thereto), which were issued before
the respective changes in reporting segments took place, as our consolidated financial statements
prepared in accordance with IFRS restate only comparative information which is presented together
with the year in which the change takes place.

STABILIZATION

IN CONNECTION WITH THE ISSUE AND OFFERING OF THE NOTES, GOLDMAN SACHS
INTERNATIONAL (THE “STABILIZATION MANAGER”) (OR PERSONS ACTING ON BEHALF OF
THE STABILIZATION MANAGER) MAY OVER-ALLOT OR EFFECT TRANSACTIONS WITH A
VIEW TO SUPPORTING THE MARKET PRICE OF THE NOTES AT LEVELS HIGHER THAN
THOSE WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, STABILIZATION ACTION MAY NOT
NECESSARILY OCCUR. ANY STABILIZATION ACTION MAY BEGIN ON OR AFTER THE DATE
ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE NOTES
IS MADE AND, IF BEGUN, MAY CEASE AT ANY TIME, BUT IT MUST END NO LATER THAN THE
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EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF THE NOTES AND 60 DAYS AFTER THE
DATE OF THE ALLOTMENT OF THE NOTES. SUCH STABILIZATION ACTION OR OVER-
ALLOTMENT SHALL BE CONDUCTED IN ACCORDANCE WITH ALL APPLICABLE LAWS AND
RULES.

INDUSTRY AND MARKET DATA

We make statements in this offering circular about the Japanese and global Internet services
industries and our competitive position therein. In addition, we include statistics relating to industry and
general economic trends. We have made these statements on the basis of statistics and other
information from third-party sources, such as governmental agencies, research institutes and industry
or general publications that we believe are reliable. Although we have no reason to believe any of this
information is inaccurate in any material respect, we have not independently verified and cannot
assure the accuracy of the data provided by or derived from third-party sources.
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SUMMARY

This summary highlights selected information contained elsewhere in this offering circular. You
should read this summary together with the more detailed information, including “Risk Factors,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Business”
and our financial statements and related notes appearing elsewhere in this offering circular.

Overview

We are a leading e-commerce company in Japan in terms of Gross Merchandise Sales, or GMS,
for e-commerce product sales in 2020, according to FUJI KEIZAI CO., LTD. Under the concept of
“single brand, single membership,” we seek to integrate our core businesses as part of our “Rakuten
Ecosystem” business model through which Rakuten members can access a wide variety of our
services with a single Rakuten ID and participate in a single loyalty program. See “Business—Our
Business Operations—Membership and Incentive Programs.”

We operate Rakuten Ichiba, one of Japan’s two largest e-commerce platforms based on product
sales in 2020, according to FUJI KEIZAI CO., LTD., and Rakuten Travel, one of Japan’s two leading
online travel agencies in terms of Gross Transaction Value, or GTV, according to the Japan Tourism
Agency, or the JTA. We are expanding overseas to establish several e-commerce platforms using a
similar B2B2C marketplace model. We also offer e-books, e-book readers and online video-streaming
and music-streaming services. We provide online financial services, including credit card, online
banking, online securities, life insurance, general insurance, electronic payments and cryptocurrency
trading services. We launched the world’s first end-to-end, fully virtualized, cloud-native mobile network
in April 2020 and began offering high-speed 5G service in September 2020. As part of our marketing
strategy to bring our Internet-based services to a wider segment of the Japanese population, we also
operate a professional baseball team in Japan, the Tohoku Rakuten Golden Eagles, a professional
soccer team in Japan, Vissel Kobe, and we have partnerships with FC Barcelona, one of the world’s
most esteemed soccer clubs, and the Golden State Warriors, a leading team in the National Basketball
Association, in order to boost our brand recognition around the globe. Global GTV for the Rakuten
group, including transactions in our domestic and overseas e-commerce, Rakuten Travel, Rakuten
Card and Rakuten Edy businesses, reached ¥22.3 trillion for the year ended December 31, 2020.

We divide our operations into three segments:

 Internet Services: includes businesses running various e-commerce sites such as our primary
online shopping platform, Rakuten Ichiba, online cash back sites and online travel booking sites,
along with businesses for sales of advertising on these sites and our businesses related to
professional sports teams;

» FinTech: includes businesses engaged in providing services over the Internet such as credit
cards, online banking, online securities, life insurance, general insurance, electronic payments
and cryptocurrency trading; and

» Mobile: includes businesses engaged in communication and messaging services, such as our
MNO business (and also includes our MVNO business, which is no longer accepting new service
activations) and our mobile messaging and VolP businesses. Our Mobile segment also includes
our digital contents businesses such as our e-book business and video and music streaming
services.

Our consolidated revenue was ¥1,101,480 million, ¥1,263,932 million and ¥1,455,538 million for
the years ended December 31, 2018, 2019 and 2020, respectively.




Our Strengths

Our unique Rakuten Ecosystem provides our loyal membership base with access to a wide
range of interconnected services

The Rakuten Ecosystem provides our users with one-stop access to a wide range of
interconnected services, including e-commerce services, online financial services, digital contents and
communication services, through an integrated platform. Furthermore, Rakuten Mobile commenced
commercial operations for its MNO network in April 2020 and launched its 5G service in September
2020, creating an additional gateway for introducing new users to the Rakuten Ecosystem. The
following diagram illustrates the Rakuten Ecosystem, which encourages users joining through a
particular service to take advantage of our other services and to benefit from their interconnected
functionality:
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The distinctive Rakuten Ecosystem allows users to experience our services through a unified Rakuten
ID and benefit from the Rakuten Super Points rewards program

Within the Rakuten Ecosystem, our user base in Japan, totaling over 100 million members, can
access many of our services using a single Rakuten ID and benefit from frequent use of our services
through our Rakuten Super Points rewards program. The Rakuten Ecosystem is distinctive in terms of
the breadth of services that it offers, and the attractiveness of the Rakuten Super Points rewards
program we provide to our members promotes user engagement and loyalty. By encouraging our
users to discover our other services, we are able to increase adoption and cross-use between our
various businesses across our Internet Services, FinTech and Mobile segments. The ability to use
Rakuten Super Points across many of our services also enables us to use innovative marketing
methods to cross-promote other Rakuten services to our users.




Many of our services have strong positions in their respective markets, which promotes further
cross-use of our services

We are one of Japan’s most recognizable brands. Many of our services hold leading positions
across multiple industries in Japan, making it easy and natural for users to try our other services. The
following is a selection of our market-leading businesses:

» For domestic e-commerce, our Rakuten Ichiba business is one of the two leading e-commerce
businesses in Japan, with a market share of approximately 25.2% based on e-commerce
product sales in 2020, according to FUJI KEIZAI CO., LTD.

« For credit cards, Rakuten Card had the highest GTV among credit card issuers in Japan based
on the value of purchase transactions in the domestic market for 2017, as estimated by Yano
Research Institute, Ltd.

» For online securities businesses, Rakuten Securities had the highest number of new account
openings among online-only brokerage firms in Japan during 2020 based on public disclosure
materials.

» For online banking, Rakuten Bank had the highest number of accounts as of December 2020 for
online banks without physical branches in Japan based on public disclosure materials.

» For online travel booking, Rakuten Travel is one of the two leading players in the Japanese
market based on booked GTV as of December 2020 based on public disclosure materials.

» For electronic payments, Rakuten Payment was rated highest in overall satisfaction according to
MDD Research Institute’s January 2021 smartphone payment (QR code) satisfaction survey.

Because Rakuten Super Points, our primary group-wide reward program, can be earned and
redeemed through most of the services offered in the Rakuten Ecosystem, including Rakuten Ichiba
and Rakuten Card, our users have a strong incentive to use our other services. As of December 31,
2020, our cross-use ratio reached 73.0%. Our cross-use ratio is defined as the ratio of the number of
Rakuten members in Japan who have utilized two or more Rakuten services eligible to earn Rakuten
Super Points during the past twelve months to the number of all members that utilized any such
service during the last month of that period.

We have accumulated rich and diverse user data through our services

The wide-ranging services provided in the Rakuten Ecosystem allow us to collect e-commerce
data as well as financial and communications-related data in compliance with applicable laws and
regulations, enabling us to analyze and respond effectively to the needs of our users. Because this
data is tied to a unified Rakuten ID across our services, we are able to conduct comprehensive data
analysis which can be used as a foundation for innovative marketing strategies. As consumers
continue to demand personalized solutions to their diverse needs, we expect that further developments
in the usage of big data and artificial intelligence will enable us to better tailor our services to individual
consumers, making our ecosystem even more attractive.

With a leading position in Japan’s e-commerce market, Rakuten Ichiba is well-positioned to
capture further growth

The total GMS of our domestic e-commerce businesses was ¥4.5 trillion for the year ended
December 31, 2020. Japan’s e-commerce industry grew at a 12.1% CAGR from the year ended
December 31, 2015 to the year ended December 31, 2020, according to FUJI KEIZAI CO., LTD., and
sales from Rakuten Ichiba constitute a significant portion of our GMS. During the ongoing COVID-19




pandemic, interest in e-commerce in Japan has increased due to changes in consumer behavior
resulting from “stay-at-home” policies and health concerns, leading to significantly accelerated growth,
with total GMS for our domestic e-commerce businesses growing 19.9% in the year ended

December 31, 2020 compared to the previous year and surpassing ¥4 trillion for the first time.
However, Japan’s e-commerce penetration rate of 6.8% is still relatively low compared to the United
States (11.0%) and China (36.6%) (according to a report issued by the Ministry of Economy, Trade and
Industry of Japan, or MET]I, in 2019), and we believe Japan’s e-commerce industry will continue to
grow.

Our FinTech businesses have maintained stable revenue and profit growth

Our FinTech segment consists of a diverse portfolio of financial services with stable revenue and
profit growth. Revenue for our FinTech segment grew from ¥296,066 million for the year ended
December 31, 2016 to ¥576,195 million for the year ended December 31, 2020, representing a CAGR
of 18.1%, and segment profit increased from ¥65,587 million for the year ended December 31, 2016 to
¥81,291 million for the year ended December 31, 2020. Rakuten Card was the most popular credit
card in Japan with GTV of ¥11.6 trillion for the year ended December 31, 2020 (with a year-over-year
growth rate in shopping GTV for the year ended December 31, 2020 that was 28% higher than the
credit card industry’s average rate according to METI). Over the years ended December 31, 2016 to
December 31, 2020, we have successfully controlled credit costs for Rakuten Card, consistently
maintaining a ratio of expenses related to doubtful accounts of roughly 2%, and the complementary
nature of our FinTech businesses has allowed Rakuten Card assets held through Rakuten Bank to
serve as funding sources through securitization, further contributing to increased profitability for the
Rakuten group. As of January 2021, Rakuten Bank became the first online-only bank in Japan to reach
10 million accounts. This was an increase from approximately 5.35 million accounts as of March 31,
2016 and represents an increasingly accelerated pace of user acquisition. Rakuten Securities had the
highest number of new account openings among Japan’s online-only banks for three years in a row
based on public disclosure materials, with approximately 600,000, 700,000 and 1,300,000 new account
openings for the 2018, 2019 and 2020 calendar years, respectively (compared to approximately
400,000, 400,000 and 800,000 new account openings for SBI Securities Co., Ltd. for the 2018, 2019
and 2020 calendar years, respectively).

Our management team has achieved growth while prudently managing risk

Our management team, in particular our founder and CEO, Chairman and President and
Representative Director, Mr. Hiroshi Mikitani, has significant experience in the Internet services,
finance and technology sectors. We believe the continued commitment of Mr. Mikitani to the growth of
Rakuten as one of Japan’s truly global companies has been essential to our success. Our team has an
established track record of transformation and growth-generation, as illustrated by our expansion from
a domestic e-commerce platform based on our B2B2C online marketplace Rakuten Ichiba to our
current position offering e-commerce, financial, digital contents, communication and numerous other
services globally, with GTV exceeding ¥22 trillion for the year ended December 31, 2020.

Our Strategies

Strengthen our leading market position by increasing the membership value of the Rakuten
Ecosystem

Our vision is to become a global company with Japanese roots, and we will continue to focus our
efforts on increasing the aggregate lifetime value of our users, which we call the “membership value” of




the Rakuten Ecosystem. We aim to more than double membership value over the mid-to-long term.
We believe that the key elements to increasing the membership value of the Rakuten Ecosystem are a
combination of increases in the number of users, the cross-use ratio of our users and the lifetime value
per user. We aim to achieve continued growth by satisfying the needs of our users, business partners
and local communities. In the domestic e-commerce market, our goal is to be “beyond No.1” by
strengthening our leading market position through efforts to promote specific genres of goods (such as
clothing and related fashion accessories) while also improving customer satisfaction through the
development of a centralized logistics network with a unified shipping infrastructure.

More specifically, we will focus on the following strategies:

Leverage our cutting-edge MNO network to bring new users into the Rakuten Ecosystem and increase
cross-use by existing users

In April 2020, Rakuten Mobile commenced commercial operations for its MNO network, which is
the world’s first end-to-end, fully virtualized, cloud-native mobile network, and we began offering a
high-speed 5G service in September 2020. Due to the fully virtualized nature of our network, we
believe that we are able to operate with approximately 30% lower operating expenses (due mainly to
reduced field maintenance, operations center, rent and electricity expenses) and approximately 40%
lower ongoing capital investments (due mainly to reduced hardware and deployment costs) compared
to traditional MNO networks. These advantages enable us to offer wireless services to our customers
at a lower cost and significantly below historical pricing levels for MNO services in Japan.

Until April 7, 2021, for the first three million customers for our UN-LIMIT service, we offered an
introductory campaign that waived the monthly fee for the first year of service. In part due to the
success of this campaign, we were able to increase the number of applications for new subscribers
from an accumulated total of approximately 1 million as of the end of June 2020 to over 3 million as of
March 9, 2021 and over 3.9 million as of April 8, 2021. To continue to appeal to new mobile
subscribers (including subscribers that are new to the Rakuten Ecosystem as well as existing users of
our other services), we launched our latest service plan, Rakuten UN-LIMIT VI, on April 1, 2021, which
features an innovative tiered pricing structure with lower priced data plans than our competitors, and on
April 8, 2021, we announced a new campaign that waives the first three months of UN-LIMIT VI fees
for new Rakuten Mobile subscribers. Going forward, we believe our significant price advantage will
enable us to acquire additional new subscribers that will subsequently cross-use additional services
within the Rakuten Ecosystem and also increase the transaction value of existing users of our other
services. For example, we recently introduced a campaign that provided Rakuten Mobile subscribers
with additional Rakuten Super Points when making purchases on Rakuten Ichiba, and we have found
that users of Rakuten Mobile tend to increase their spending on Rakuten Ichiba. Our data shows that
users who made a purchase on Rakuten Ichiba between December 2019 and May 2020 and then
joined Rakuten Mobile increased their subsequent Rakuten Ichiba spending by 44% on average during
the period from June 2020 to December 2020 (as compared to a 13% increase in Rakuten Ichiba
spending by users that did not join Rakuten Mobile). Additionally, our data as of September 2020
shows that 15% of Rakuten Mobile applicants are new Rakuten users, 35% of which have
subsequently used a different Rakuten service (which includes new users using multiple services,
including 25%, 10% and 5% of such new users that have subsequently used Rakuten Ichiba, Rakuten
Card and Rakuten Bank, respectively).

We also plan to continue to make significant capital investments to accelerate the expansion of
coverage for our MNO network, and we currently expect that our 4G network will cover approximately
96% of the Japanese population by summer 2021 (as compared to the initial target of March 31, 2026




that we previously submitted to Japan’s regulatory authorities). In order to improve quality with a higher
density of base stations and to respond to the expected increase in users, we plan to construct a total
of approximately 44,000 4G outdoor base stations (as compared to the initially planned 27,397 base
stations). We expect the total capital investments for coverage infrastructure to consist of
approximately ¥200 billion for 5G-related infrastructure expenses and approximately ¥600 billion for
4G-related infrastructure expenses as well as investments to improve the density of base station
coverage for our 4G network that we expect to result in additional expenses of approximately 30-40%
of such 4G-related infrastructure expenses. Our total cumulative capital investments in the Mobile
segment since the year ended December 31, 2018 have been approximately ¥532 billion, which
includes ¥126 billion of right-of-use assets, funded with the corresponding lease liabilities and
accounted for in accordance with IFRS 16. We plan to fund the capital investments through a
combination of self-funding by Rakuten Mobile from asset financings, including lease financings and
securitization of receivables, and capital injections to Rakuten Mobile from Rakuten Group, Inc., which
includes the proceeds of our ¥182 billion domestic subordinated bond issuance in 2018 and our ¥120
billion domestic subordinated bond issuance in 2020, the proceeds from the third-party allotments
completed on March 29 and March 31, 2021 and a portion of the proceeds of this offering and the
concurrent offering of the Euro notes. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Recent Developments—Capital Raised Through Third-Party
Allotments of Shares” and “Use of Proceeds.”

In addition, we plan to expand the international reach of our Mobile business through the Rakuten
Communications Platform. Through this business, we target customers such as telecom companies,
government organizations and other enterprise customers around the world with the objective of
deploying fully virtualized cloud-native network services using the experience and expertise that we
have acquired through the development of Rakuten Mobile’s MNO network in Japan.

Increase our cross-use ratio through the Super Point Up program

Our primary strategy is to encourage our members to use multiple services in the Rakuten
Ecosystem, which is facilitated by a single Rakuten ID and our Rakuten Super Points rewards program
that offers benefits and rewards across our services. As part of this strategy, we offer the Super Point
Up program, which allows users to increase the number of points they earn when using multiple
Rakuten services. By offering this reward multiplier, we seek to increase our cross-use ratio and further
strengthen user engagement and loyalty across our services.

Our “One Delivery” vision for e-commerce in Japan

In July 2018, we introduced our “One Delivery” vision for a nation-wide, end-to-end logistics service
for merchants on the Rakuten Ichiba marketplace in Japan, covering product storage to final delivery to
ensure a smooth process for our customers from the moment an order is placed on the online
marketplace up until delivery of the product. To realize our One Delivery vision, we will continue to
focus on strengthening and expanding Rakuten Super Logistics, our comprehensive logistics service
for merchants on the Rakuten Ichiba marketplace, as well as further expanding the delivery coverage
area of Rakuten EXPRESS, our door-to-door delivery service. We plan to open an additional fulfillment
center in Kanagawa prefecture in September 2021. As of December 2020, 63.5% of the Japanese
population lived within the delivery coverage area of Rakuten EXPRESS. In addition to continuing to
improve our internal logistics capability, we are collaborating with external partners to build a
comprehensive logistics network that will allow centralized management of shipping related to Rakuten
Ichiba. For example, on March 12, 2021, we entered into a business alliance agreement with Japan
Post Holdings Co., Ltd., or Japan Post, and its subsidiary, Japan Post Co., Ltd., or Japan Post Co., to




collaborate across multiple fields with initiatives that may include the creation of shared logistics
centers and delivery and pick-up systems, data sharing, joint commercialization of a digital
transformation platform for logistics (including the establishment of a new company) and initiatives to
expand usage of Rakuten fulfillment centers and Japan Post’s “Yu-Pack” parcels, and on March 29,
2021, we completed a sale of shares to Japan Post representing 8.32% of our shares (based on the
number of outstanding shares as of December 31, 2020). See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Recent Developments—Capital Raised
Through Third-Party Allotments of Shares.” Through these efforts, we aim to offer efficient and nation-
wide logistics services to our merchants to further grow our domestic e-commerce business.

Continue to strengthen and expand the businesses in our FinTech portfolio

We intend to leverage the interconnected nature of the Rakuten Ecosystem to continue to expand
the revenue base for our various FinTech businesses. For example, Rakuten Life Insurance and
Rakuten General Insurance have partnered with Rakuten Bank to provide credit insurance and fire
insurance, and Rakuten Payment has introduced a program to allow Japanese customers using
Android mobile devices to recharge their “Suica” electronic commuter cards using Rakuten Points.
Over the year ended December 31, 2020, one in four new members in the Rakuten Ecosystem joined
through a payment service offered by Rakuten Payment. In this way, our FinTech businesses operate
as a gateway to introduce new members to our other various convenient services.

Pursue a disciplined financial strategy for managing capital and liquidity to support growth
investments

As we continue to actively pursue new business opportunities and further expansion in our existing
businesses, we consistently seek to balance this growth with a disciplined financial strategy. This
strategy includes carefully managing adequate levels of equity and liquidity and diversifying our funding
sources. We have also formed a Business Portfolio Committee tasked with the responsibility of
improving our business portfolio based not only on each business’ results and profitability but also
based on contributions to the larger Rakuten Ecosystem.

In the short term, our policy is to manage our current debt balance through multiple measures,
including equity financings, monetization of our businesses and investment portfolios and hybrid
financings. Our most recent equity financing was completed on March 29 and March 31, 2021,
consisting of multiple third-party allotments for aggregate proceeds of ¥242.3 billion. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Recent
Developments—Capital Raised Through Third-Party Allotments of Shares.” With respect to monetizing
our business portfolio, we sold our equity stakes in Pinterest, Inc. and Careem Network FZ LLC in
2019 and 2020, respectively, and in the year ended December 31, 2020 we entered into a collar
financing transaction with respect to our equity interest in Lyft, Inc. We also optimized and refocused
our business portfolio by exiting the online marketplace business in Brazil in 2019 and the United
States and Germany in 2020, and we sold Rakuten O-net, our marriage planning and counseling
service, and OverDrive Holdings, Inc., a digital contents distributor, in 2018 and 2020, respectively.
With regards to our hybrid financings, we recently issued ¥120 billion of hybrid bonds in a domestic
issuance in November 2020.

In the mid-term, we intend to pursue an optimal debt balance and improve our leverage by
expanding our Adjusted EBITDA. We also intend to maintain a minimum cash balance and liquidity
through our diversified minority investment assets which had a fair value of approximately $1.1 billion
as of December 31, 2020 (calculated based on the fair value of the relevant assets on our balance




sheet, the stock price of listed shares as of December 31, 2020 and valuation of unlisted shares based
on recent transactions by third parties or comparable companies’ valuations, and excluding our
holdings in Lyft, Inc. and Rakuten Medical, Inc.). With respect to Rakuten Mobile, we seek to expand
the subscriber base for our new MNO network through upfront capital investments, which we expect
will lead to an expansion in cash flows and a transition to profitability in the mid-term.

Company Information

Our head office is located at 1-14-1 Tamagawa, Setagaya-ku, Tokyo 158-0094, Japan, and our
telephone number is +81-50-5581-6910. Our corporate website is https.//global.rakuten.com/corp/. The
information on our website does not constitute a part of this offering circular.

Organizational Structure as of December 31, 2020

The following is a simplified summary of our corporate structure as of December 31, 2020 with our
corporate name as of April 1, 2021. At the general meeting of shareholders held on March 30, 2021,
the shareholders approved a resolution to change our name from “Rakuten, Inc.” to “Rakuten Group,
Inc.” effective as of April 1, 2021. The chart does not include all of our subsidiaries and affiliates.

Rakuten Group, Inc.
(Issuer)

(TSE: 4755)
100% 100% 100% 51-100%
Rakuten Mobile, Rakuten Card Rakuten Other domestic
and overseas
Inc. Co., Ltd. Payment, Inc. i
subsidiaries("
100% 51-100% 100% 100% 100% 100% 100% 100% 100%
. Rakuten Rakuten .
Other domesti
Rakult en. er orrTes ?c Rakuten Bank, Rakuten Insurance Investment Other domestic Rakuten Edy, Rakuten Wallet,
Communications and overseas . . and overseas
e Ltd. Securities, Inc. Holdings Co., Management, . Inc. Inc.
Corp. subsidiaries subsidiaries
Ltd. Inc.
50% ,—' 100% 100% 100%
Rakuten
International Other domestic Other overseas Other domestic
Commercial subsidiaries subsidiaries subsidiaries
Bank Co., Ltd.®
Notes:

(1) Other domestic and overseas subsidiaries include Ebates Inc. (operating under the Rakuten Rewards brand), Rakuten Kobo
Inc. and Viber Media S.a.r.l., among others.
(2) Rakuten Card Co., Ltd. owns 1% of Rakuten International Commercial Bank Co., Ltd.

Summary Risk Factors

Investing in the notes involves a number of risks, and prospective investors are urged to carefully
consider the matters discussed under “Risk Factors” prior to making an investment in the notes. Such
risks include, but are not limited to:

+ our ability to maintain and enhance our Rakuten Ecosystem;




the duration and severity of the COVID-19 pandemic;

uncertainty as to the expansion or development of the Internet services industry;
intensifying competition in both the domestic and international markets;

our ability to innovate or adapt to changes in technology or customer needs;

our ability to expand into new business areas;

our ability to realize the anticipated benefits from our acquisitions and uncertainty as to whether
we may be required to recognize impairment losses;

our ability to acquire businesses in the future that enhance our existing operations;

our ability to realize adequate opportunities or returns from our investments, alliances and
collaborations;

our ability to maintain and enhance the value of our brand in a cost-effective manner;
a downturn in the global or domestic economy or unfavorable economic conditions;

our ability to further expand our operations overseas while also increasing our market share and
profitability in Japan in response to demographic trends in Japan;

risks generally associated with overseas business operations;

fluctuations in currency exchange rates in a manner that has a negative impact on our results of
operations;

the interruption or failure of our information technology and communications systems;
the leakage, loss or theft of the personal information of our users;
the loss of senior and other key management;

vulnerability due to the use of third-party service providers for key technologies and information
services;

our ability to maintain or protect our intellectual property rights;
intellectual property infringements or other legal proceedings;

a reduction in our deferred tax assets resulting in our recognition of additional income tax
expenses;

our ability to attract, retain and train enough skilled personnel;

natural or man-made disasters;

legal proceedings or litigation brought against us or our affiliates;

excess inventory and defects in goods that we sell directly to customers;
regulatory risks, particularly in relation to our financial services businesses;

our ability to comply with financial covenants applicable to our borrowings or ability to raise
additional funds on acceptable terms;

our ability to attract and retain merchants and maintain and expand the user base for our
e-commerce services;

fraudulent activities on our websites and disputes relating to the use of our websites and
services;




« the ability of our merchants to provide competitive, high-quality products and services;

» adverse changes to relationships with travel and accommodation providers in our online travel
business;

* our ability to provide efficient distribution services to our merchants;

 our ability to successfully operate our professional sports business and realize synergies
between it and our other businesses;

« credit risk, interest rate risk and liquidity risk in our FinTech businesses;
» downturns in the Japanese securities markets;
« foreign exchange risk in our banking business and securities business;

 uncertainty as to whether our risk management policies and procedures will adequately protect
us from unidentified or unanticipated risks;

« potential further losses, delays or cost increases as we continue to invest in our MNO network;
+ the risk that our MNO business may lose customers to our competitors

 adverse changes in the regulatory frameworks affecting our MNO business;

« risks associated with the performance of our MNO network;

 our dependence on various suppliers for equipment and services for our MNO business;

* our ability to monetize and grow the user base of our mobile messaging and VolP
communications business;

« the risk that our Rakuten Communications Platform may not expand and develop as expected;
« the risk of power price fluctuations for our retail electricity supply business; and
* risks associated with our digital contents businesses.

For a discussion of these and other risks you should consider before making an investment in the
notes, see “Risk Factors.”
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THE OFFERING

Certain defined terms used in this section are defined in “Description of the Notes.”

Securities Offered

Offering Price

Use of Proceeds

No Fixed Maturity; no Change of
Control Events ..................

Minimum Denomination ............

Interest .......... ...

Status

$750,000,000 aggregate principal amount of 5.125% Undated
Subordinated NC5 Fixed Rate Reset Notes

$1,000,000,000 aggregate principal amount of 6.250% Undated
Subordinated NC10 Fixed Rate Reset Notes

For the NC5 Notes, 100.000% plus accrued interest, if any,
from April 22, 2021

For the NC10 Notes, 100.000% plus accrued interest, if any,
from April 22, 2021

We intend to use the net proceeds from the sale of the notes,
together with the net proceeds from the offering of the Euro
notes, primarily to fund capital investments for our mobile
business, with the remainder to be used for general corporate
purposes, including repayment of short-term debt over time as
it comes due and potential repurchases of existing
subordinated bonds.

The notes will be perpetual securities in respect of which there
is no fixed maturity date. The notes are not subject to any
optional or mandatory redemption or other features triggered by
a change of control.

The notes will be in denominations of $200,000 and integral
multiples of $1,000 in excess thereof.

The notes will bear interest on their principal amount from (and
including) the Issue Date to (but excluding) April 22, 2026, in
the case of the NC5 Notes, and April 22, 2031, in the case of
the NC10 Notes (respectively, the “First Reset Date”), at a rate
of 5.125 percent per annum, in the case of the NC5 Notes, and
6.250 percent per annum, in the case of the NC10 Notes,
payable semi-annually in arrears on April 22 and October 22 of
each year.

Thereafter, unless previously redeemed, for each Interest
Period the notes will bear interest at a rate per annum equal to
the 5 Year Treasury Rate plus Margin, payable semi-annually
in arrears on April 22 and October 22 of each year. See
“Description of the Notes—Interest Payments.”

The notes will be our direct, unsecured and subordinated
obligations and will rank pari passu and without any preference
among themselves.
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Subordination .....................

Optional Interest Deferral . ..........

Mandatory Settlement of Arrears of

Interest

Upon the occurrence of a Subordination Event, our obligations
pursuant to the notes will be subordinated in right of payment
(except as otherwise provided by mandatory provisions of law)
to all Senior Obligations, rank substantially pari passu with all
Parity Obligations and rank senior to all Junior Obligations. So
long as such Subordination Event continues, no such payment
will be made with respect to such note unless and until the
relevant Subordinate Payment Conditions have been satisfied,
and to the extent any Senior Preference Shares are then
outstanding, the holder of any such note will only become
entitled to the Subordination Claim Amount. The subordination
of the notes is further described in “Description of the Notes—
Subordination.”

We may, at our sole discretion, elect to defer (in whole or in
part) any Interest Payment (a “Deferred Interest Payment”)
which is otherwise scheduled to be paid on an Interest
Payment Date by giving a Deferral Notice of such election to
the holders, the Trustee, the Calculation Agent and the Paying
Agent. Except as described in “Mandatory Settlement,” if we
elect not to make all or part of any Interest Payment on an
Interest Payment Date, then we will not have any obligation to
pay such interest on the relevant Interest Payment Date.

Any Deferred Interest Payment will itself bear interest (such
further interest together with the Deferred Interest Payment,
“Arrears of Interest”), at the relevant Interest Rate applicable
from time to time, from (and including) the date on which (but
for such deferral) the Deferred Interest Payment would
otherwise have been due to be made to (but excluding) the
relevant Optional Deferred Interest Settlement Date or
Mandatory Settlement Date, in each case such further interest
being compounded on each Interest Payment Date.

Non-payment of interest deferred by us will not constitute a
default by us under the notes or the Indenture or for any other
purpose.

Arrears of Interest may be satisfied at our option, in whole or in
part, at any given time (the “Optional Deferred Interest
Settlement Date”) following delivery of a notice to such effect
given by us to the holders, the Trustee, the Calculation Agent
and the Paying Agent informing them of our election so to
satisfy such Arrears of Interest and specifying the relevant
Optional Deferred Interest Settlement Date.

Notwithstanding the terms of the notes relating to our ability to
defer Interest Payments, we will pay any outstanding Arrears of
Interest in whole, but not in part, on the first occurring
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Additional Amounts .. ...

Optional Redemption. ...

Special Event Redemption..........

Make-whole Redemption

Mandatory Settlement Date following the Interest Payment
Date on which any outstanding Deferred Interest Payment was
first deferred.

All payments of principal and interest on the notes will be made
without withholding or deduction for or on account of
withholding taxes imposed by Japan, unless such withholding
or deduction is required by law. If the payments are subject to
Japanese withholding tax, we will pay such additional amounts
(subject to certain exceptions) in respect of Japanese taxes as
will result in the payment of amounts otherwise receivable
absent any deduction or withholding on account of such
Japanese taxes. See “Description of the Notes—Taxation and
Additional Amounts.”

References to principal or interest in respect of the notes shall
be deemed to include any additional amounts which may be
payable as set forth in the notes and the Indenture.

We may redeem the notes in whole, but not in part, on the
relevant First Reset Date or any Interest Payment Date
thereafter at their principal amount together with premium, if
any, any accrued and unpaid interest up to (but excluding) the
redemption date and any outstanding Arrears of Interest.

If a Special Event has occurred and is continuing, then we may
redeem the notes in whole, but not in part, at any time at:

(i) (x) 101 percent of their principal amount (in the case of a
Tax Deduction Event where such redemption occurs prior
to the First Reset Date) or (y) 100 percent of their principal
amount (in the case of a Tax Deduction Event where such
redemption occurs on or after the First Reset Date or in the
case of a Withholding Tax Event where such redemption
occurs at any time); or

(i) in the case of a Rating Methodology Event, an Accounting
Event or a Substantial Repurchase Event (x) 101 percent
of their principal amount (where such redemption occurs
prior to the First Reset Date) or (y) 100 percent of their
principal amount (where such redemption occurs on or
after the First Reset Date);

in each case with premium, if any, accrued and unpaid interest
up to (but excluding) the redemption date and any outstanding
Arrears of Interest.

In the case of the NC10 Notes, on any date after April 22, 2026
but prior to the First Reset Date, we may redeem the NC10
Notes in whole, but not in part, at the Make-whole Redemption
Amount.
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Termination of Rights for Claims
upon CertainEvents .............

Replacement Intention .............

Upon the occurrence of a Claim Rights Termination Event
(reorganization proceedings (kaisha kousei tetsuzuki) or
rehabilitation proceedings (minji saisei tetsuzuki) under
Japanese law and analogous proceedings in other jurisdictions,
all as more particularly described in “Description of the Notes”),
the holders of the notes will be deemed to have irrevocably
waived their right to claim or receive, and will not have any
rights against us, the Trustee or the Paying Agent with respect
to, payment of principal, any interest, Arrears of Interest or
Additional Amounts, except for any payments of any interest,
Arrears of Interest or Additional Amounts that have become
due and payable prior to the occurrence of the Claim Rights
Termination Event.

We intend (without thereby assuming a legal obligation) at any
time that we will redeem or repurchase the notes only to the
extent that the aggregate principal amount of the notes to be
redeemed or repurchased does not exceed such part of the net
proceeds received by us during the 12 months prior to the date
of such redemption or repurchase from the sale, disposal or
issuance by us to third-party purchasers (other than our
subsidiaries or affiliates) of Replacement Securities, unless, on
or after the First Reset Date:

(1) both of (i) and (ii) below are true:

(i) the ICR assigned to us by S&P is Investment Grade
and we are satisfied that such ICR would not fall below
such level as a result of such redemption or
repurchase; and

(i) on the last date of any fiscal year or fiscal quarter
falling within the 12 months prior to the date of such
redemption or repurchase, (a) the amount of our
Consolidated Adjusted Net Worth is equal to or greater
than the amount of our Consolidated Adjusted Net
Worth as of December 31, 2020 plus (y) in the case of
the NC5 Notes, the aggregate principal amount of our
Series 1 JPY Hybrid Bonds, Series 2 Hybrid Bonds,
Series 4 JPY Hybrid Bonds and the NC5 Notes, each
as outstanding as of the Issue Date, which is expected
to be ¥301 billion, or (z) in the case of the NC10 Notes,
the aggregate principal amount of our Series 1 JPY
Hybrid Bonds, our Series 2 JPY Hybrid Bonds, our
Series 3 JPY Hybrid Bonds, our Series 4 JPY Hybrid
Bonds, our Series 5 JPY Hybrid Bonds, our Series 6
JPY Hybrid Bonds, the NC5 Notes, the Euro notes and
the NC10 Notes, which is expected to be ¥622 billion,
and (b) our Consolidated Adjusted Equity Ratio is
greater than or equal to 12%; or
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Global Note . .. ..

Security Numbers

(2) evenif (1) is not satisfied, if trading is suspended or halted
on the Tokyo Stock Exchange; provided, however, that, if,
at the time that such suspension or halt is lifted, if
(1) remains unsatisfied, we intend to promptly Issue
Replacement Securities in the relevant aggregate principal
amount.

See “Description of the Notes—Replacement Intention.”

Each series of the notes will be initially represented by one or
more global notes in fully registered form without interest
coupons. The global notes will be deposited upon issuance with
the custodian for DTC and registered in the name of DTC or its
nominee. Beneficial interests in the global notes may be held
only through DTC (or any successor clearing system that holds
global notes) and its participants, including Euroclear and
Clearstream.

Beneficial interests in the global notes will be shown on, and
transfers thereof will be effected only through, records
maintained by the depositaries and their participants. The sole
holder of the notes represented by the global notes will at all
times be DTC or its nominee (or a successor of DTC or its
nominee), and voting and other consensual rights of holders of
the notes will be exercisable by beneficial owners of the notes
only indirectly through the rules and procedures of the
depositaries from time to time in effect. Beneficial interests in
the global notes may not be exchanged for definitive notes
except in the limited circumstances described under
“Description of the Notes—Book Entry, Delivery and Form—
Exchange of Global Notes for Definitive Notes.”

The security numbers for the notes are:

For the NC5 Notes sold under Regulation S:
ISIN: USJ6S87BAA66

Common Code: 233331210

CUSIP: J6S87B AA6

For the NC5 Notes sold under Rule 144A:
ISIN: US75102WAA62

Common Code: 233331201

CUSIP: 75102W AA6

For the NC10 Notes sold under Regulation S:

ISIN: USJ6S87BAX69
Common Code: 233331236
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Listing and Trading

CUSIP: J6S87B AX6
For the NC10 Notes sold under Rule 144A:

ISIN: US75102WAB46
Common Code: 233331228
CUSIP: 75102W AB4

The Indenture and the notes will be governed by and construed
in accordance with the laws of the State of New York.

It is expected that the notes will be rated BB by S&P Global
Ratings Japan Inc., or S&P, BBB by Rating and Investment
information, Inc., or R&l, and BBB+ by Japan Credit Rating
Agency, Ltd., or JCR.

A securities rating is not a recommendation to buy, sell or hold
securities and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency.

Our credit rating is currently BBB- with a negative outlook from
S&P, A with a negative outlook from JCR and A- with a stable
outlook from R&l. On February 18, 2021, S&P placed us on
CreditWatch, with negative implications, which was extended
on April 9, 2021. On April 12, 2021, S&P stated that its
expected BB rating for the notes would be placed on
CreditWatch with negative implications and that S&P would
lower its rating for the notes to B+ or lower in the event that
S&P downgrades our credit rating from BBB- to BB+ or lower.
At that time, S&P stated that it believes there is at least a 50%
chance of downgrading our credit rating from BBB- to BB+ or
lower in the three months following April 12, 2021. See “Risk
Factors—Risks Relating to Our Business Generally—If we are
unable to raise additional funds on acceptable terms in the
future, due to a ratings downgrade or otherwise, or fail to
comply with financial covenants applicable to our borrowings,
our business, financial condition and results of operations could
be adversely affected” and “Risk Factors—Risks Relating to the
Notes—The ratings of the notes are subjective in nature and
could be lowered.”

Approval in-principle has been received for the listing of the
notes on the Official List of the Singapore Exchange. The
Singapore Exchange assumes no responsibility for the
correctness of any of the statements made or opinions
expressed or reports contained in this offering circular.
Approval in-principle from, admission to the Official List of, and
the listing and quotation of any notes on, the Singapore
Exchange are not to be taken as an indication of the merits of
us, our subsidiaries and associated companies (if any) or the
notes.
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Trustee ...t

Paying Agent, Calculation Agent,

Transfer Agent and Notes
Registrar. . .................

Concurrent Euro Notes Offering

So long as the notes are listed on the Singapore Exchange and
the rules of the Singapore Exchange so require, in the event
that the global note representing such notes is exchanged for
definitive notes in certified form, we will appoint and maintain a
paying agent in Singapore, where the notes may be presented
or surrendered for payment or redemption. In addition, in the
event that the global note is exchanged for definitive notes in
certificated form, an announcement of such exchange shall be
made by us or on our behalf through the Singapore Exchange
and such announcement shall include all material information
with respect to the delivery of the definitive notes in certificated
form, including details of the paying agent in Singapore.

Under the rules of the Singapore Exchange, the notes if traded
on the Singapore Exchange, are required to be traded in a
minimum board lot size of S$200,000 (or its equivalent in
foreign currencies). Accordingly, for so long as the notes are
listed on the Singapore Exchange and the rules of the
Singapore Exchange so require, the notes if traded on the
Singapore Exchange, will be traded in a minimum board lot size
of $200,000.

Citicorp International Limited

Citibank, N.A., London Branch

Concurrently with the offering of the notes, we are planning to
offer €1,000,000,000 aggregate principal amount of 4.250%
Undated Subordinated NC6 Fixed Rate Reset Notes.

No Euro notes are being offered hereby. The offering of the
Euro notes is expected to close on the same day as the offering
of the notes, but the closing of the offering of the notes is not
conditional upon the closing of the offering of the Euro notes.
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RISK FACTORS

Prior to making an investment decision, you should carefully consider the following risks, along
with the other information in this offering circular. Our business, financial condition and results of
operations could be materially and adversely affected by any of these risks. Our ability to make
payments of principal or interest under the notes or the trading price of the notes could decline due to
any of these risks, and you may lose all or part of your investment. This offering circular also contains
forward-looking statements that involve risks and uncertainties. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of various factors,
including the risks described below and elsewhere in this offering circular. See “Forward-Looking
Statements.”

Risks Relating to Our Business Generally

We may not be able to maintain and enhance our Rakuten Ecosystem, which could adversely
affect our business and results of operations.

One of our key strategies is to maintain and enhance our Rakuten Ecosystem, our business model
that connects our various services through a common user ID, in order to create strong network effects
between users, merchants and other participants. In order to integrate our businesses and create
incentives for users to be active in our Rakuten Ecosystem, we have unified membership databases
and platforms, allowed access to many of our services using a single user ID and implemented our
Rakuten Super Point rewards program across many of our services. We reinforce network effects in
our Rakuten Ecosystem by cross-promotion of our services and targeted promotions such as
opportunities to earn additional Rakuten Super Points by purchasing or using multiple products and
services during Rakuten group-wide sales campaigns such as Rakuten Super Sales or for using new
services in our Rakuten Ecosystem. The extent to which we are able to maintain and strengthen these
network effects depends on a number of factors, including our ability to offer attractive, secure and
easy-to-use platforms for all participants, our ability to provide a wide range of high-quality product and
service offerings that meet the evolving needs of users, the effectiveness of our promotional activities,
the competitiveness of our Rakuten Super Point rewards program and other factors. Due to the cross-
promotional and interconnected nature of our services, we are also subject to the risk that laws and
regulations on personal data may inhibit our ability to effectively utilize the Rakuten Ecosystem’s
customer data across our businesses in the future. See “—Our businesses are subject to various laws
and regulations.”

We also face increasing competition from other platforms that seek to provide a set of
comprehensive online services for their users, including platforms operated by large and established
Internet and technology companies such as Alphabet Inc., the parent company of Google LLC,
Facebook, Inc., Apple Inc. and Amazon.com, Inc. As our competitors enhance their services and
platforms, we may face challenges in attracting and retaining users in our Rakuten Ecosystem. In
addition, we seek to pursue an open platform strategy for our e-commerce business in Japan by
enhancing our core e-commerce business through new initiatives and introducing additional
participants into our Rakuten Ecosystem. However, there is no assurance that we will be successful in
such efforts. For example, an open strategy could reduce the attractiveness to merchants of becoming
registered merchants on our original e-commerce platforms. Moreover, our Rakuten Super Point
rewards program faces competition from other points programs, including T-Points, d POINTs and
Ponta in Japan, which may have extensive partnerships that enable their members to earn and use
points at a wider range of locations and venues.

In addition to our historical business lines, our wholly-owned subsidiary, Rakuten Mobile, Inc., or
Rakuten Mobile, launched commercial services on its MNO network in April 2020 with a single service
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plan structure. We expect that Rakuten Mobile will serve as a gateway to introduce additional new
users to the Rakuten Ecosystem, but there can be no assurance that Rakuten Mobile subscribers will
cross-use our other services at the rates we expect or at all, and we may be unable to recoup our
investments in the Mobile business. We currently expect that Rakuten Mobile will become profitable by
the end of the year ending December 31, 2023, but there can be no assurance that we will be
successful in achieving profitability on our expected timeline. Moreover, we may be unable to
effectively introduce and market the other services in the Rakuten Ecosystem to new Rakuten Mobile
subscribers.

If we fail to maintain and enhance the attractiveness of our Rakuten Ecosystem to existing and
new users, it could damage our brand and our competitiveness, reduce cross-business synergies and
have a material adverse effect on our business, financial condition and results of operations.

The outbreak and global spread of the COVID-19 pandemic has created new challenges for our
business. The duration and severity of the COVID-19 pandemic could result in adverse effects
on our business, financial condition and results of operations.

In response to the COVID-19 pandemic, authorities in various countries have implemented
numerous measures to try to contain the spread of the disease, such as travel bans and restrictions,
quarantines, shelter-in-place orders and lockdowns. In Japan, the central and local governments have
imposed a number of such measures, including travel restrictions, requesting residents to refrain from
leaving their homes for non-essential activities and requesting certain businesses to close or restrict
their operations. On April 7, 2020, the Prime Minister of Japan initially declared a state of emergency
covering Tokyo, Chiba, Kanagawa, Saitama, Osaka, Hyogo and Fukuoka prefectures, and further
extended the state of emergency to cover all prefectures in Japan on April 16, 2020. Although the
Prime Minister of Japan subsequently lifted the state of emergency for all prefectures during May 2020,
the central and local governments have continued to impose a number of measures from time to time
depending on infection levels, including travel restrictions that continue to prevent nearly all
non-Japanese citizens from entering Japan, and virtually all governments worldwide have imposed
similar types of travel restrictions for their respective countries. On January 7, 2021, the Prime Minister
of Japan declared a second state of emergency covering Tokyo and neighboring prefectures with a
more limited scope that focused on reduced business hours for dining and entertainment businesses,
which was subsequently expanded to apply to other prefectures with major urban centers. On
February 3, 2021, Japan’s parliament implemented a law that allows for fines to be levied against
businesses that do not follow the state of emergency measures (as well as fines against individuals in
certain circumstances, such as refusal of hospitalization). Following a gradual decrease in the numbers
of infections, the second state of emergency was lifted on March 21, 2021. Depending on future
developments, the Prime Minister of Japan may declare a state of emergency again at any time, and
local governments may strengthen their precautionary attitudes, based on certain factors, such as an
increase in infection rates, which could lead to a renewed tightening of such measures.

To date, the increase in working-from-home arrangements and the decrease in shopping at
brick-and-mortar stores and other outings has resulted in an increase in e-commerce, which has
benefitted our Rakuten Ichiba business, but there can be no assurance that we will be able to continue
to meet the increase in demand for e-commerce. In particular, significant increases in e-commerce
demand may require additional fulfillment centers, delivery vehicles and logistics personnel, which may
be challenging to provide in the event of a sudden increase in demand. Additionally, the elevated
demand for e-commerce may not continue, and we are unable to predict how long the positive impact
on demand will last or how significant it will be after the social impact of the COVID-19 pandemic
tapers. Moreover, if the global macroeconomic environment or the economic environment in Japan
were to deteriorate, whether due to a prolonged pandemic, the emergence of new strains of
COVID-19, disappointing efficacy of expected vaccines and medical treatments for COVID-19 or a lack
of government economic support, employment, earnings and general economic activity could be
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negatively affected and could result in a decrease in consumer spending, including e-commerce
spending. Additionally, increasing reliance by consumers on e-commerce may prompt consumers to
invest additional time in exploring alternative marketplaces or result in increased competition from
existing or new competitors in the e-commerce industry. If an increase in e-commerce results in
potential new customers or existing customers choosing one of our competitors as their primary
e-commerce source, our business, financial condition and results of operations may be adversely
affected.

With regard to the supply side of our Rakuten Ichiba business, the COVID-19 pandemic has
created additional costs and challenges. Our Rakuten Ichiba business relies in part on integrated
logistics services for merchants provided by Rakuten Super Logistics that range from product storage
to shipment. We operate fulfillment centers located across Japan to service the growing number of
merchants that use Rakuten Super Logistics. Although we have implemented measures at our
fulfillment centers to prevent the spread of COVID-19, including the distribution of masks to employees,
employee temperature checks and additional ventilation, there can be no guarantee that such
measures will be adequate to ensure uninterrupted operations. In the event of an outbreak at our
facilities, operations within certain areas of our fulfillment centers may need to be temporarily
suspended. Any such suspensions in operations would have an adverse impact on our ability to
provide timely and efficient fulfillment services for our merchants, which may negatively affect our
business, financial condition and results of operations. Additionally, the costs associated with safety
efforts during the pandemic have negatively affected our margins, and any additional costs may
adversely affect our business, financial condition and results of operations. Such risks also apply to our
other businesses as well as our group-wide corporate management functions, the majority of which are
still operating with in-person staff at office buildings and may be susceptible to suspensions of
operations, delays or decreases in efficiency if an outbreak or general increase in infections were to
occur.

In addition, general pandemic-related restrictions, such as social distancing measures and travel-
related measures, have negatively affected certain of our other businesses and may continue to have a
negative effect. The ongoing COVID-19 pandemic has resulted in a significant decrease in domestic
and international travel, which has negatively affected our Rakuten Travel business due to a decrease
in bookings and frequent cancellations. Although the recent state of emergency that lasted from
January 7, 2021 to March 21, 2021 did not expressly prohibit domestic travel, dining and
entertainment, businesses were strongly encouraged (and, in certain limited cases, ordered) to limit
hours of operation in the evening (for which compliant businesses were eligible to receive limited
compensation), contributing to a general societal sentiment of avoiding non-essential activities outside
the home. Additionally, the “Go To Travel” campaign, a government-sponsored campaign to encourage
domestic travel with discounts and incentive programs, was suspended during the state of emergency
and has not been reintroduced. In the event that border closures and other travel restrictions continue
to prevent customers from traveling for an extended period or if customer preferences change such
that they avoid travel even after the resolution of the pandemic, our business, financial condition and
results of operations may be adversely affected. Furthermore, delays and cancellations of live events,
including sports events, film releases and concerts and other events with live audiences, and
restrictions on the number of in-person spectators at such events have negatively affected revenue of
our professional sports business and our Rakuten Ticket business. To the extent that social distancing
restrictions, other measures that restrict live events or consumer preferences against live attendance at
events persist during and after the resolution of the pandemic, our business, financial condition and
results of operations may be adversely affected. Additionally, although our Rakuten Card business was
not materially affected by the COVID-19 pandemic during the year ended December 31, 2020, we
have adjusted our accounting estimate of allowance for doubtful accounts as of December 31, 2020 to
reflect increased credit risk and possible incurrence of losses in the event of a deteriorating economic
environment due to the pandemic.
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If the Internet services industry does not expand and develop as we expect, our business,
financial condition and results of operations could be adversely affected.

We operate primarily in the Internet services industry, including e-commerce services, online
financial services and digital contents services, both in Japan and overseas. The expansion of the
Internet services industry, in terms of users, the business-to-consumer e-commerce market and
others, is essential to our growth strategy and our ability to increase the transaction volume of our
services, the number of unique buyers, which we define as the total number of buyers who purchase
items at least once on our primary e-commerce website Rakuten Ichiba during a specified period, and
other transactions through our websites both in Japan and in overseas markets. Our business,
financial condition and results of operations could be adversely affected if the growth of the Internet
services industry as a whole or the e-commerce market, the online financial services market, the digital
contents market or any of the other primary markets in which we operate decelerates. In particular,
while we believe there is room for further growth in the Internet services industry in Japan based on the
relatively low level of e-commerce spending within total retail consumption compared to certain other
economies such as China and the United States, the industry may not expand or develop as we expect
due to increasing saturation of e-commerce and other online services markets or other factors. If
growth of the Japanese Internet services industry slows or ceases and we are unable to expand our
overseas businesses to offset the effects of such trend, our results of operations and overall growth
prospects could be negatively affected. Similarly, if growth of the Internet services industry outside of
Japan slows or ceases, our results of operations and overall growth prospects could be negatively
affected. The Internet services industry could be affected by regulations that limit Internet use, growing
awareness of information security and privacy issues, especially in relation to personal information,
adverse economic trends, increasing competition, development of disruptive or competing
technologies, increasing adoption of smartphones or other devices or other factors.

We face intense competition, including from competitors with greater resources than we
possess, and such competition may intensify.

As the number of Internet users increases, many companies are moving into Internet-related
services across a wide spectrum of product categories and service formats. In addition to our Internet-
related service operations, we and our group companies also face competition from numerous
companies in our other areas of service.

Internet Services

In our Internet Services segment, we face significant competition from other Internet service
providers in our specific business areas, including the following:

» E-commerce. We face competition in Japan from other e-commerce platforms such as those
provided by Amazon.com, Inc., Z Holdings Corporation and Mercari, Inc., as well as from
traditional retailers, some of which have their own online stores. Our competitors may have more
effective operations than us, stronger branding, transaction volume and customer bases and
considerable financial, marketing, fulfillment, logistics and delivery and other resources, and may
be able to charge lower prices for products in their marketplace if, unlike us, the seller pays no or
less commission on sales to an intermediary. We also compete to attract merchants to our
respective platforms based on factors that are important to merchants such as the amount of
commissions that are charged to merchants. For example, Z Holdings Corporation does not
charge merchants on its e-commerce platform commissions on sales. We face similar
competition for our e-commerce businesses from e-commerce platforms and traditional retailers
in overseas markets in which we operate, particularly in mature markets with established
e-commerce platforms with large user bases. Competition in the e-commerce market could
intensify in the future with respect to prices, product quality and the attractiveness and security
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of online services, and we may be unable to maintain and enhance our competitive position as a
result.

» Online travel. The marketplace for online travel marketing and distribution is large and
intensely competitive, and our online travel service Rakuten Travel faces competition from other
online travel and accommodation services operated by RECRUIT LIFESTYLE CO., LTD. and
Z Holdings Corporation, and foreign companies offering similar services such as Booking
Holdings Inc. and Expedia, Inc. as well as from major Japanese travel agencies, such as JTB
Corporation and Kinki Nippon Tourist Corporation, which have an existing network of users
cultivated in part through in-person sales activities and relationships with travel and
accommodation providers in Japan and may have the ability to offer a variety of travel related
packages for transportation, accommodation and sightseeing.

» Advertising. General technological advancements in the field of digital advertising have led to
the emergence of a variety of new advertising methods which have invited new market entrants.
Although we have taken various measures, including investments in technology development, to
address these new advertising methods, there is no guarantee that such measures will be
sufficient to adequately address demand for these new forms of digital advertising or compete
with market entrants. Additionally, major Internet-oriented companies such as Alphabet Inc., the
parent company of Google LLC, and Facebook, Inc. already provide integrated advertising
platforms for Internet search engines and social media networks, respectively, that are widely
used and have considerable market power to engage in aggressive pricing strategies. Although
we seek to exploit our interconnected service offerings to develop a global advertising platform,
we may not be able to provide compelling outlets for potential advertisers in the face of such
established and large-scale competitors.

FinTech

In our FinTech segment, we face significant competition from other online financial services
providers in our specific business areas, including the following:

» Credit cards. Rakuten Card Co., Ltd., or Rakuten Card, faces significant competition in Japan’s
consumer credit industries from large Japanese consumer finance companies, a number of
major Japanese banks, Internet companies that have entered into the consumer finance industry
by acquiring existing consumer finance companies, bank-affiliated credit card companies,
retailer-affiliated credit card companies and shopping credit companies that issue credit cards,
such as Mitsubishi UFJ NICOS Co., Ltd., Sumitomo Mitsui Card Company, Limited, Credit
Saison Co., Ltd., and AEON Bank, Ltd. Our consumer credit competitors seek to compete
aggressively on the basis of rewards programs, lending terms and perquisites, and the coverage
and scale of their network of distribution and marketing channels and member merchant bases.
Many of our consumer credit competitors have substantial financial, technical and marketing
resources, large and active customer and merchant bases, long operating histories, significant
name recognition and established relationships in the finance industry, and may have more
extensive physical infrastructure, more effective and reliable credit check systems and more
extensive marketing, sales and acquiring networks than we do. We derive a portion of our
revenue as interchange fees from merchants with which we have contracts for credit card
settlement. If intensifying competition were to reduce the number of contracted merchants, the
amount of fees we collect may decrease.

» Online banking. Rakuten Bank faces significant competition in Japan’s retail financial services
market from other online banking providers, such as SBI Sumishin Net Bank, Ltd., Sony Bank
Incorporated, The Japan Net Bank, Limited and AEON Bank, Ltd., as well as from traditional
Japanese banking institutions that have expanded their online banking services and broadened
their retail asset management and retail lending services. These competitors may provide loans
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or other products with more attractive terms than we do, such as lower interest rates, or offer a
more comprehensive range of banking products than we offer and may have stronger brand
recognition, larger customer bases, greater financial resources, more effective online or physical
networks and more developed marketing, asset management and risk management capabilities
relative to us.

Electronic payments. Through Rakuten Payment, Inc., or Rakuten Payment, we offer multiple
payment services to address the needs of different segments of the marketplace. Rakuten Edy
is an e-money service that allows users to use a physical Edy Card, a smartphone app linked to
an Edy Card or a mobile wallet service on certain models of mobile phones to make purchases
at participating online merchants as well as brick-and-mortar stores, while Rakuten Pay offers
similar functionality but the payment method is made via QR code or barcode. Additionally, we
introduced Rakuten Walletin April 2019 as a cryptocurrency exchange service that will allow us
to address developments in digital currencies. Due in part to the Japanese government’s efforts
to encourage cashless payments, the electronic payments marketplace in our primary market of
Japan currently has a high number of market participants, each of which are making efforts to
innovate their current offerings and introduce additional payment methods. It is not yet clear
whether a variety of electronic and mobile payment methods will be able to continue to co-exist
or whether users will eventually converge around a more limited set of electronic payment
methods. Softbank Corp. and Yahoo Japan Corporation have partnered to establish PayPay
Corporation, which offers the PayPay service, a mobile payment service based mainly on QR
and barcodes that is one of our primary competitors in the electronic payments market in Japan.
Additionally, certain of our competitors may have advantages that allow them to tie their
payment service directly to operating systems, servers or applications that prove more attractive
to potential users, such as the Suica card’s association with the East Japan Railway Company or
the WAON card offered by AEON Bank, Ltd. Additionally, to the extent that cashless services
such as Apple Pay or Google Pay are able to appeal to users as a result of their integration with
the iOS or Android mobile operating systems, respectively, our payment service offerings may
not be able to offer the same level of convenience to potential users and may not be able to
expand our customer base. Certain of our competitors also offer rewards or cashback programs
which customers may find more appealing than our incentive programs. Rakuten Card’s primary
source of revenue is the interchange fees from payments conducted through payment terminals
at member shops. In the event that competition with other forms of payment methods results in
temporary or permanent reductions in interchange fees that we receive from member shops, our
business, financial condition and results of operations may be adversely affected.

Online securities. Rakuten Securities, Inc., or Rakuten Securities, faces direct competition from
several other online securities firms, such as SBI SECURITIES Co., Ltd., MATSUI SECURITIES
CO., LTD., MONEX, Inc., GMO CLICK Securities, Inc. and au Kabucom Securities Co., Ltd., as
well as from full-service securities firms in Japan. These competitors may provide a more
comprehensive range of services and may be able to offer more competitive commissions or
interest rates on margin loans than we are able to provide. Although we expect brokerage
commissions to remain our largest single source of revenue for Rakuten Securities and have
historically reduced our brokerage commissions in order to keep a competitive commissions
structure and continue to attract users, we could face pressure to reduce our commissions in the
future due to increased competition.

Online life and general insurance.  Rakuten Life Insurance and Rakuten General Insurance
face competition in Japan’s life insurance and general insurance industries, respectively.
Rakuten Life Insurance faces competition from dedicated online life insurance companies as well
as both domestic and foreign-owned traditional life insurance companies, including large
financial services companies that operate life insurance subsidiaries. Rakuten General
Insurance faces competition particularly from online and traditional automobile insurance and fire
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insurance companies. As competitors may have greater financial resources, more effective
marketing and sales networks, larger customer bases, stronger brand recognition or more
extensive product offerings, Rakuten Life Insurance and Rakuten General Insurance face
significant competitive challenges in expanding their businesses.

Mobile

In our Mobile segment, we face significant competition in our specific business areas, including the
following:

* MNOs and MVNQOs. We face significant competition from the other major existing MVNOs and
MNOs in Japan. Previously, our MVNO business allowed users to purchase a SIM card and
access the wireless network infrastructures of third-party MNOs, NTT DOCOMO, INC. and KDDI
CORPORATION, but we no longer offer this service to new customers and are in the process of
migrating our existing MVNO customers to the Rakuten Mobile network that is used for our MNO
business. Following the launch of small-scale services through a free supporter program in
October 2019, Rakuten Mobile launched commercial services on its MNO network in April 2020
with a single service plan structure. Our competitors in this market are primarily the established
MNOs in Japan, SoftBank Corp., NTT DOCOMO, INC., and KDDI CORPORATION, each of
which has a long history of operating in the Japanese MNO market, larger marketing and sales
networks, more extensive network infrastructure, stronger brand recognition and larger
established customer bases. Additionally, some of our competitors offer their customers multi-
year contracts that cannot be terminated without paying a cancellation fee as well as bundles
that include family plans and fixed-line services. Conversely, Rakuten Mobile does not require
fixed-term contracts and had an introductory campaign that waived monthly fees for the first year
of service until April 7, 2021, followed by a new campaign announced on April 8, 2021 that
waives the first three months of service fees for new Rakuten Mobile subscribers. Accordingly,
we are subject to the risk that subscribers may cancel their plan at any time in the event that
another service is more appealing or may cancel their service when the free campaign period
ends with respect to their individual plan. Rakuten Mobile is also currently not able to sell or
allow use of certain models and brands of phones and smartphones on its MNO network, and
there is no guarantee that it will be able to expand the line-up of phones to be used with its MNO
network to match customer preferences, which could have an adverse effect on its ability to
expand its customer base and grow its business. Accordingly, even if our MNO service proves
attractive to potential customers, it may be difficult for customers to switch to our MNO service.
Due to our competitors’ longer experience, these customer-specific switching costs and potential
customers’ preferences for certain devices that may not be fully compatible with our MNO
network and may not be offered directly for sale by us, our MNO service will face significant
competitive challenges in acquiring customers and expanding the business. Additionally,
although we believe that our MNO service pricing is competitive, the Japanese government has
recently been pressuring MNO operators to offer lower cost plans, leading NTT DOCOMO, INC.
to introduce its “ahamo” plan, SoftBank Corp. to introduce its “LINEMO” plan and KDDI
CORPORATION to introduce its “povo” plan. These new plans and any future plans that our
competitors may introduce may adversely affect our ability to expand our customer base or may
force us to engage in further price competition, either of which may adversely affect our business
and results of operations.

 Digital contents. The marketplace for digital contents is competitive, and some competitors
have established significant market shares in some geographic markets and may have extensive
digital contents offerings. Our streaming video services, including Rakuten Viki, Rakuten Sports,
Rakuten TV and Rakuten Live, compete with other video streaming services such as YouTube,
Netflix and Hulu, as well as other online retailers with video streaming services such as
Amazon.com, Inc. and Apple Inc., all of which have greater name recognition and a significantly
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larger customer base. Our music streaming service, Rakuten Music, competes with other music
streaming services such as Apple Music and Spotify. Our e-book business (including
audiobooks) competes with other providers of e-readers and sellers of e-books and audiobooks,
including Amazon.com, Inc., which enjoys a variety of advantages due to its early entry into, and
strong position within, the e-book market, including reader devices with strong name recognition
and market penetration and long relationships with, and negotiating advantages over, authors
and publishers. Our e-book business also competes with Apple Inc., which sells e-books and
audiobooks through its iTunes software that users are able to read on devices running Apple’s
operating systems.

In addition to competition in our specific businesses described above, competition may intensify as
our competitors enter into business combinations or alliances and established companies in other
market segments expand to become competitive with our business. In addition, new and enhanced
technologies, including search, web and computing services, digital contents and electronic devices,
may increase our competition. The Internet facilitates competitive entry and comparison shopping, and
increased competition may reduce our sales and profits. In particular, while we work to enhance user
loyalty to our services through Rakuten Super Points reward program and other means, to the extent
that we are unable to provide attractive services to our users, users would be able to obtain the same
goods and services through competing platforms with relative ease. Moreover, as our online financial
services businesses interact with customers through the Internet and generally do not maintain
physical offices or branches, we may face difficulty attracting customers. There is also the possibility
that we will be forced to increase our capital investment and advertising expenditures in response to
increased competition. If the competitive environment of any of our businesses intensifies, or if we are
otherwise unable to compete effectively in our target markets, our business, financial condition and
results of operations could be materially and adversely affected.

Our failure to innovate or adapt to changes in technology or customer needs could damage our
competitiveness.

The markets in which we operate are characterized by rapidly changing technology, evolving
industry standards, consolidation, frequent new service announcements, introductions and
enhancements and changing user demands. Our competitors are constantly introducing new products
and services with new technologies. As a result, our future success will depend on our ability to
innovate and adapt to rapidly changing technologies, to adapt our services to evolving industry
standards and to continually improve the performance, features and reliability of our services in
response to competition and the evolving demands of the marketplace and other services. If we are
unable to innovate, adapt or improve in response to changing user needs or market conditions in a
timely manner, we may lose customers, merchants, users and advertisers to our competitors, which
could have a material adverse impact on our business and results of operations. In addition, the
widespread adoption of new Internet, networking or telecommunications technologies or other
technological changes, including developments related to Internet of Things, or 10T, services, could
require us to incur substantial expenditures to modify or adapt our services or infrastructure.

In particular, consumers and businesses in Japan and overseas are increasingly using mobile
devices, including smartphones and tablets, for a wide range of purposes, including e-commerce,
financial services and accessing content. While a significant and growing portion of participants access
our websites and services through mobile devices, this area continues to rapidly evolve, and we may
not be able to continue to increase the level of mobile access to, and engagement on, our
marketplaces or other services. The variety of technical and other configurations across different
mobile devices and platforms increases the challenges associated with this environment. Our ability to
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successfully expand the use of mobile devices to access our services is affected by the following
factors:

« our ability to continue to provide compelling services in a multi-device environment;

+ the quality of our mobile offerings, including the service plan that we offer users of our MNO
service as well as the speed and network quality of our MNO network;

+ our ability to successfully deploy applications on popular mobile operating systems that we do
not control, such as iOS and Android;

 our ability to adapt to the device standards used by third-party manufacturers and distributors;
+ the attractiveness of alternative platforms; and

+ our ability to anticipate and adapt to shifts in user behavior, including preferences with respect to
mobile devices, electronic payments and cryptocurrency.

If we are unable to attract significant numbers of new mobile users and increase levels of mobile
engagement, our ability to maintain or grow our business would be materially and adversely affected.

In addition, our technology infrastructure supports a high volume of user traffic, online transactions
and streaming online media content across our services. Maintaining and improving our technology
infrastructure require significant levels of investment. Any difficulties experienced in adapting our
infrastructure to accommodate increased traffic, to store user data or to track user preferences,
together with the associated costs and potential loss of traffic, could harm our operating results and
financial condition.

We may be unsuccessful in expanding into new business areas.

We have entered into a number of new business areas through targeted acquisitions as well as
organic development of new services, and we expect to continue to evaluate entry into new business
areas as part of our ongoing strategy. For example, in March 2018, in order to expand the scope of our
insurance offerings, we acquired Asahi Fire and Marine Insurance Co., Ltd., a provider of non-life
insurance, which we then renamed Rakuten General Insurance. In October 2018 we acquired
everybody’s bitcoin Inc., a cryptocurrency exchange service, which we subsequently renamed Rakuten
Wallet, Inc. and relaunched as a cryptocurrency exchange service provider in April 2019. We also
continue to develop new businesses as part of our organic growth strategy, such as the launch of
commercial services on Rakuten Mobile's MNO network in April 2020. If demand for our products and
services in our areas of expansion is not as strong as we anticipate, or if our efforts to increase our
user appeal and client coverage are not effective, we may be unable to expand our business in these
new areas, or we may incur losses due to the disposal or write-downs of assets in relation to the
discontinuation or withdrawal of products and services. In particular, we have expanded into several
business areas that are still rapidly evolving, and we cannot predict with any certainty how these
markets will grow and develop in the future. There is no guarantee that our MNO network will prove
successful in terms of technical performance or in gaining and retaining customers, whether due to
complications arising from the large-scale installation of physical base stations, the advanced technical
computational aspects of our network, the competitive environment in the Japanese mobile industry or
the inability of potential customers to appreciate and demand these technological advantages. See
“—Risks Relating to our Mobile Segment.” In addition, we may face intense competition in new
business areas, greater than expected costs in developing or expanding services and hiring and
training personnel. As a result, our new businesses may not grow as we anticipate, and we may be
unable to achieve the expected returns on any acquisitions, investments and costs incurred in
connection with our entry into new business areas. In addition, our expansion into new business areas
may expose us to new or enhanced risks, including reputational risks with respect to emerging fields,
such as cryptocurrency, as well as other risks that we are unable to anticipate.
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We may be unable to realize the anticipated benefits from our acquisitions and strategic
investments, and we may be required to recognize impairment losses on our goodwill and other
intangible assets as well as our tangible assets.

Acquisitions and strategic investments are a key part of our business and growth strategy, and we
established several of our core businesses, including online travel, online marketing and online
financial services, through acquisitions of other companies. In recent years, we have continued to
pursue significant acquisitions, including our acquisitions of the MVNO business of Plus One Marketing
Co., Ltd. in November 2017, Asahi Fire and Marine Insurance Co., Ltd. in March 2018, everybody’s
bitcoin Inc. in October 2018, the DMM mobile and DMM Hikari businesses operated by DMM.com LLC
in September 2019, the Taiwanese professional baseball team Lamigo Monkeys (currently Rakuten
Monkeys) in September 2019, Innoeye, LLC and Innoeye Technologies Pvt. Ltd. in 2020 and Medlight
SA in August 2020. In recent years, we have increased our focus on strategic investments through
transactions such as our investment in Altiostar Networks, Inc. in May 2019, our investment in the
SpaceMobile business of AST & Science, LLC in March 2020 and our acquisition of a minority stake in
Seiyu GK in March 2021. We aim to achieve synergies and other benefits from our acquisitions and
strategic investments, including through expanding our Rakuten Ecosystem, the Rakuten Super Point
rewards program and cross-business synergies, as well as through growing our user base, increasing
traffic to our sites and expanding the scope of services provided on our platform and the regions in
which they are provided.

With respect to our acquisitions, the process of integrating an acquired company into our business
exposes us to a variety of risks and challenges. As a result, we may not be able to realize the full
extent of synergies or benefits that we anticipate from the transaction within the expected timeframe or
at all. Such risks and challenges could include, among others:

« diversion of management time and focus from operating our business to acquisition integration
challenges;

* integration of each company’s accounting, management information, human resource and other
administrative systems to permit effective management and sufficient internal controls;

» corporate cultural challenges associated with integrating management and employees from the
acquired company into our organization;

+ retention of management and employees from the businesses we acquire, particularly in areas
of Internet services and technology and other highly competitive labor markets which may
involve substantial costs including stock option awards and performance-based bonuses;

+ expansion into business areas with which our existing management has limited or no
experience;

+ addressing new legal and regulatory requirements, tax systems and compliance risks in new
industries;

+ mitigating potential damage to relationships with customers and other parties of the acquired
business as a result of the integration of operations, rebranding and transition of existing users
onto our platform;

« the difficulty of integrating or failure to successfully utilize the expertise, technology and rights
held by the acquired business into our systems and services and unanticipated expenses related
to such integration;

» implementation of internal controls, procedures and policies appropriate for a larger public
company at acquired companies that lack such internal controls, procedures and policies; and

 challenges associated with managing larger and more complex operations and facilities, and
employees from a wide variety of corporate cultures located in different geographic areas.
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As overseas acquisitions have been an important aspect of our expansion strategy, we are
exposed to unique risks in addition to those mentioned above, including risks related to management
and integration of operations across different cultures and languages, currency risks and increased
exposure to the particular economic, political and regulatory risks, including supervision by
governmental authorities and self-regulatory bodies, associated with specific countries where acquired
businesses operate. In addition, to the extent that we expand into new geographic markets or new
business areas where we have limited experience and management resources of our own, we may
rely heavily on existing management and employees to operate the acquired business and would be
exposed to heightened risk of management and employee departures. Moreover, although we conduct
due diligence in connection with each of our acquisitions, there may be contingent liabilities, legal
claims or other unidentified problems associated with acquired businesses that may not be covered by
indemnities obtained from the seller. Such contingent liabilities, legal claims and other problems may
result in impairment charges or other expenses, other remedial actions, costly litigation, adverse
judgments or settlements, reputational harm or decreased financial performance of the acquired
business, any of which could have a material adverse effect on our business, financial condition and
results of operations.

With respect to our strategic investments, and particularly minority investments, we face a variety
of risks, including risks with respect to the target company’s management and the influence of other
investors and strategic partners. See “—Our investments, alliances and collaborations may not
produce adequate opportunities or returns.”

We have recognized a significant amount of goodwill and other intangible assets in connection with
our acquisitions. As of December 31, 2020, goodwill on our consolidated statement of financial position
was ¥356,359 million. In addition, we may recognize additional goodwill and other intangible assets in
connection with future acquisitions. We assess at each quarterly reporting date whether there is an
indication that tangible assets, such as land, buildings, machinery and equipment, and intangible
assets with definite lives, such as software, may be impaired, and if there is any indication that an
asset may be impaired, we estimate the recoverable amount of that asset or Cash Generating Unit, or
CGU, to which it belongs, as appropriate. In addition, we perform impairment testing of goodwill and
intangible assets with indefinite useful lives at least annually, regardless of whether there is any
indication of impairment. If the carrying amount of an asset, CGU or group of CGUs to which goodwill
and intangible assets with indefinite useful lives has been allocated exceeds its estimated recoverable
amount, we recognize an impairment loss related to that asset or the assets in the CGU or CGU group
first to reduce the carrying amount of goodwill and then as appropriate in accordance with IFRS.
Should we recognize an impairment loss, there could be a material adverse effect on our financial
condition and consolidated results of operations. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Factors Affecting our Results of Operations—General
Factors—Acquisitions and Equity Investments.”

We may be unable to acquire businesses in the future that enhance our existing operations.

We actively engage in acquisitions and other strategic transactions as a key part of our business
strategy to develop and enhance our Rakuten Ecosystem through the integration of acquired
businesses, products and technologies. From time to time, we expect to continue to evaluate potential
acquisitions and strategic transactions, some of which may be significant in size or otherwise
substantial. However, there is no assurance that we will engage in future acquisitions or that we will be
able to complete acquisition opportunities that we do pursue in a timely manner or at all. We could fail
to complete future acquisitions for a variety of reasons, including failure to negotiate and agree on
acceptable pricing and other terms, failure to obtain required consents and approvals and address
relevant legal or regulatory issues or inability to obtain necessary financing for any future acquisitions
on acceptable terms or at all. If we are unable to complete attractive acquisition opportunities that we
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identify, we may be unable to implement our growth strategies, which could negatively affect our
results of operations and growth prospects.

Our investments, alliances and collaborations may not produce adequate opportunities or
returns.

We actively pursue alliances, collaborations and investments involving other companies as part of
our strategy and have established internal investment frameworks to evaluate and pursue new
investments in other companies. For example, on March 12, 2021, we entered into a business alliance
agreement with Japan Post and its subsidiary, Japan Post Co., in order to collaborate across multiple
fields with initiatives that may include the creation of shared logistics centers and delivery and pick-up
systems, data sharing, joint commercialization of a digital transformation platform for logistics
(including the establishment of a new company) and initiatives to expand usage of Rakuten fulfillment
centers and Japan Post’s “Yu-Pack” parcels as well as the acceptance of applications for Rakuten
Mobile’s MNO network at post offices owned by Japan Post Co. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Recent Developments—Capital Raised
Through Third-Party Allotments of Shares.” Details of these collaborations have yet to be developed,
however, and there can be no assurance that we will be successful in achieving the objectives of our
alliances and business partnerships on the expected timeframes or at all. For additional information
regarding our alliances and investments, see “Business—Our Business Operations—Alliances and
Investments.”

As of December 31, 2020, we held minority equity investments in a variety of companies, including
Lyft, Inc. and Gurunavi, Inc. We also continue to make investments in various venture capital funds
and start-up companies in emerging industries, including fields related to healthcare and
biotechnology, that are still in the process of establishing their businesses and may not have achieved
profitability, as well as companies in business areas and markets where we have limited or no
experience. Our minority equity stakes in investee companies give us substantially less influence than
if we established or acquired sufficient control to make them subsidiaries. There is no assurance that
we will be able to maintain or enhance the value or performance of our past or future investments. The
anticipated revenues or returns from such investments may not be achieved due to changes in the
overall business environment and stagnation of such companies’ operating results. If we are unable to
achieve and enhance the profitability of these investments and investee companies, our business and
results of operations could be adversely affected, and we could be required to incur additional costs or
make additional capital contributions in connection with these investments and investee companies. In
addition, we may be required to record impairments in the value of our investments in the investee
companies. For example, in the nine-month period ended September 30, 2019, we recorded an
impairment loss of ¥102.9 billion in the value of our investment in Lyft, Inc. as a result of a significant
decline in the market price of Lyft, Inc.’s shares. Additionally, in the nine-month period ended
September 30, 2020, we recorded ¥25.0 billion in share of losses of investments in associates and
joint ventures due to a change in the accounting treatment with respect to our shares in Lyft, Inc. from
the equity method to a financial asset measured at fair value through profit or loss as well as the losses
of investments in Lyft, Inc. prior to the change in accounting treatment. There is also the possibility,
particularly with respect to early-stage start-up companies, that we may ultimately lose part or all of our
invested capital, which could negatively impact our results of operations and financial position. In
addition, to the extent that these investments are accounted for by the equity method, our financial
results will reflect our pro rata portion of any profits or losses recognized by the investee company.

Certain of our businesses require that we maintain a partner in the applicable jurisdiction in order
to operate, such as for eligibility under the jurisdiction’s regulatory framework. For example, in
Malaysia, Rakuten Securities operates its iISPEED trading platform through a joint venture with
Kenanga Investment Bank Berhad, and in Taiwan, Rakuten Bank and Rakuten Card operate a banking
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operation through a joint venture with IBF Financial Holdings Co., Ltd. (formerly Waterland Financial
Holdings Co., Ltd.). If our relationships with our alliance and joint venture partners were to deteriorate,
our businesses could be adversely affected. Additionally, in jurisdictions where a local partner is
required in order to operate, a deterioration in our relationship with our local partner or an unrelated
deterioration in the financial condition of the local partner could disrupt our operations.

Our success depends on the value of the Rakuten brand, and failure to maintain and enhance
the value of our brand in a cost-effective manner could harm our operating results.

The strength of our brand is critical to our ability to build and maintain our Rakuten Ecosystem by
attracting and retaining users for a broad range of Rakuten services including our e-commerce
platform, online financial services, mobile network and digital contents offerings. As we expand into
new geographic regions, work to grow our presence in existing markets or enter new business areas,
we may experience increases in brand promotion costs, and there is no assurance that we will be able
to achieve a corresponding increase in brand awareness or users. Additionally, as a result of the
ongoing COVID-19 pandemic and the decrease in face-to-face interactions and activities outside the
home, consumers may receive less exposure to our brand in their everyday life and we may face
increased difficulty maintaining our brand awareness. Maintaining and enhancing our brand is
challenging and depends on a number of factors, including:

« the attractiveness, usability, reliability and security of our websites and mobile applications;

 our ability to provide high-quality products and services across all our businesses, including
customer service and technical support;

 our ability to respond quickly and effectively to the changing needs of our users and customers;
and

+ the effectiveness of our marketing and brand promotion efforts.

Due to our strategy of using the Rakuten brand across many of our diverse businesses, problems
or negative publicity associated with one of our businesses or our brand itself could adversely affect
our other businesses and our business as a whole. As part of our branding strategy, we have in many
cases converted newly acquired businesses to the Rakuten brand by unifying membership databases
and platforms, implementing a common membership points program and allowing access to our
services using a single user ID in order to integrate these businesses into our Rakuten Ecosystem. In
some cases, we also pursue a dual branding strategy by integrating the Rakuten brand with an
acquired brand. While we generally conduct brand integration in a controlled manner by introducing the
Rakuten brand gradually, changes to the logos, brand names or user IDs of newly acquired businesses
could lead to a loss of loyalty among existing users and result in a reduction of the number of our users
or the usage of our services.

Actual or alleged incidents involving us could result in negative publicity that could harm the
Rakuten brand or our other brands, including misconduct or criminal activity, data privacy breaches,
scandals involving our management or employees, operational problems, illegal, unfair or inconsistent
employment practices, employee dissatisfaction and fraud or injury. In addition, any actual or alleged
incidents by third parties including our alliance partners, licensees, customers, merchants or other
users of our websites, over whom we have little or no control, could adversely affect the image of the
Rakuten brand. Negative publicity could take a variety of forms including media reports, market
rumors, postings to the Internet or social-networking services and anonymous letters or emails, and
even untrue or unsubstantiated allegations could adversely affect public perception of our brand. Any
developments adversely affecting our brand could make us or our products or services less appealing
to customers, alliance partners, merchants, advertisers and investors.
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If we are unable to maintain or enhance the value of the Rakuten brand in a cost effective manner,
our business, financial condition and results of operations could be harmed.

Our results of operations could be adversely affected by negative economic conditions in
Japan and overseas.

We operate in a number of business areas that are sensitive to economic conditions. We are
primarily exposed to economic conditions in our home market of Japan, and we have become
increasingly exposed to economic conditions in other countries such as the United States as the scale
and scope of our international businesses are expanding. In recent years, the Japanese economy and
market environment have experienced a gradual recovery due to increased capital investment and
production by companies along with continuing improvements in the wage and employment
environment, but the sustainability of this recovery trend remains uncertain. Particular concerns include
whether and to what extent general economic activity will recover in Japan and internationally following
anticipated widespread vaccinations in response to the ongoing COVID-19 pandemic, whether
measures implemented by the Bank of Japan and the Japanese government will succeed in ending
deflation, increasing consumption and investment and achieving growth, and the potential negative
consequences of an increasing budget deficit and an aging and shrinking population that will adversely
affect long-term economic prospects.

Changes in economic or market conditions both in Japan and overseas could adversely affect us in
a number of respects. If we experience reduced consumer spending due to reductions in disposable
income or other factors, transaction volumes in our e-commerce businesses or other businesses could
decline. A weak economic environment could also adversely impact our financial services businesses
through deterioration of consumers’ credit quality in our consumer-related business, a reduction of
securities transactions in our securities business or decreases in new contracts or premature
cancellations of contracts for our insurance businesses. In addition, a portion of our revenues are
derived from digital advertising which is a part of the advertising market that is particularly susceptible
to general economic trends, and unfavorable general economic conditions would likely have a negative
impact on the marketing budgets for our advertisers. Accordingly, any downturn in business confidence
or general economic conditions could result in a decrease in our revenues from some of our Internet
advertising products and similar sources. As a result, our business and results of operations could be
adversely affected.

Demographic trends in Japan could have a negative effect on our business.

Although we have been expanding overseas in recent years, our businesses in Japan continue to
constitute a majority of our operations and a substantial majority of our revenue and profitability. In the
year ended December 31, 2020, revenue from external customers in Japan contributed 82.4% of our
consolidated revenue. The ongoing aging and decline of both the overall population and the working
population in Japan may adversely affect the Japanese economy and the size of the individual markets
in which we operate and increase competitiveness in already intensely competitive markets. As a
result, we face pressure over the mid-to-long term to further expand our operations overseas while also
increasing our market share and profitability in Japan. Our inability to do so could impede our future
growth and have a material and adverse effect on our business, financial condition and results of
operations.
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We are exposed to adverse political or economic developments in the foreign countries in
which we operate and other difficulties related to our overseas operations.

Global expansion of our business is one of our key strategies, which includes the extension of our
Internet services to many regions including primarily the Americas, Europe and Asia as well as the
acquisition of overseas businesses. In addition to uncertainty about our ability to generate revenue and
profit from our foreign operations and further expand our international market position, there are certain
risks inherent in doing business internationally, including:

« difficulties in developing, staffing and simultaneously managing and monitoring a large number
of varying foreign operations as a result of distance, language and cultural differences;

« different payment cycles and different accounting practices;

« different corporate governance and internal controls practices and difficulties in establishing and
maintaining satisfactory governance and internal controls policies and adequate compliance and
confirmation practices;

 currency exchange rate fluctuations;
« political or social unrest or economic instability;
» a worsening of Japan’s relationships with China, South Korea or other foreign countries;

» a worsening of the bilateral relationships of foreign countries, including with respect to the United
States and China, that may affect global trade and security policy, including with regards to
technology;

« adverse tax consequences;
« different preferences and trends among users and customers;

 lower brand name recognition, particularly if we undertake post-acquisition brand conversion of
locally well-known brands to the Rakuten brand name;

» competition in specific business markets outside Japan that may be significantly more intense
than competition in the corresponding domestic Japanese business markets and competition
with local companies who may understand the local market better than we do;

« credit risk and higher levels of payment fraud;

- different legal and regulatory systems with different and more stringent consumer protection,
data protection and similar laws; different intellectual property laws; different legal and regulatory
requirements that may limit or prevent the offering of our services or create uncertainty in our
business, prevent enforceable agreements between sellers and buyers, prohibit the listing of
certain categories of goods, require special licensure, limit the transfer of information between
Rakuten and our affiliates, favor local competitors or prohibit or restrict foreign ownership of
certain businesses; along with the possibility that such legal or regulatory systems could change
to become less favorable to us or more complicated or result in a higher risk of litigation;

« different employee/employer relationships, labor market practices and the existence of workers’
councils and labor unions;

« difficulties in integrating with local payment providers, including banks, credit and debit card
associations, and electronic fund transfer systems;

« difficulties in developing products and services in different languages and for different cultures;
and

« differing levels of retail distribution, shipping, and Internet and communications infrastructures.
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Unfavorable performance of our overseas operations for the above reasons or any other factors
would have an adverse effect on our business, financial condition and results of operations, and our
international costs of doing business may exceed our comparable domestic costs. In addition,
establishing businesses in new overseas markets may involve upfront costs to the extent that we
establish local subsidiaries, personnel and infrastructure, and there is no assurance that we will be
able to recover such costs.

Fluctuations in currency exchange rates could materially and adversely affect our financial
condition and results of operations.

We have substantial overseas operations and are working to further expand the scope of our
overseas businesses. We principally conduct our overseas business transactions in foreign currencies,
in particular the U.S. dollar, Canadian dollar and Euro. Foreign currency-denominated assets and
liabilities of our subsidiaries are reported in the relevant local currencies and then translated to
Japanese yen at the period-end applicable exchange rate, while foreign currency-denominated results
of operations of our subsidiaries are reported in local currencies and then translated to Japanese yen
based on the period-average applicable exchange rate as part of the preparation of our consolidated
financial statements. As a result of the translation of the financial results of our overseas subsidiaries
into Japanese yen, substantial changes in exchange rates between the foreign currencies in which the
financial results of our subsidiaries are denominated and the Japanese yen could have a material
effect on our results of operations. Changes in foreign currency exchange rates also affect the amount
of assets and liabilities denominated in foreign currency, including goodwill we carry in connection with
past overseas acquisitions and Rakuten Bank's foreign currency deposits and securities, when
translated into Japanese yen, and as a result our net assets could be negatively affected as a result of
fluctuations in foreign exchange rates.

Interruption or failure of our information technology and communications systems due to
natural disasters, human error or malicious acts could impair our ability to effectively provide
our products and services, which could damage our brand and reputation and adversely affect
our operating results.

We depend on the continuing operation of our information technology and communications
systems to provide our products and services. Most of our businesses rely almost exclusively on the
Internet to provide services to our users and customers. In addition, our MNO network depends on
over ten thousand physical base stations. Any damage to or failure of our digital systems, our physical
infrastructure, including base stations, or the telecommunications infrastructure more broadly could
result in interruptions in our services, which could damage our brand and reputation and could result in
decreased use of our services and cause us to incur significant costs or financial losses. In addition,
certain of our regulated subsidiaries, such as Rakuten Bank, Rakuten Securities, Rakuten Payment,
Rakuten Wallet, Rakuten Mobile, Rakuten Life Insurance, Rakuten General Insurance, could be
subject to administrative sanctions due to system failures.

Our systems are vulnerable to damage or interruption from earthquakes, acts of war or terrorist
attacks, tsunamis, typhoons, floods, fires, power loss, hardware and software defects and malfunctions
and telecommunications failures. A significant portion of our major businesses and their respective
data centers are located in the Tokyo metropolitan area in Japan, which has a high risk of major
earthquakes. Other major businesses are located on the east and west coasts of the United States,
which may also experience natural disasters. Our data centers are also subject to break-ins, sabotage
and intentional acts of vandalism, and to potential disruptions if the third-party operators of these
facilities have operational or financial difficulties. The occurrence of a natural disaster, closure of a
facility we are using without adequate notice for financial reasons or other unanticipated problems at
our data centers could result in lengthy interruptions in our service.
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Despite our implementation of network security measures, our servers and the Internet generally
are vulnerable to computer viruses, worms, and other malicious software programs, physical and
electronic break-ins, sabotage and similar disruptions, and we may be vulnerable to coordinated
attempts to overload our systems with data, resulting in denial or reduction of service to some or all of
our users for a period of time. In addition, we have observed a high level of attention in the industry to
the risk of cyber-attacks that could result in unauthorized access to confidential or sensitive
information, including personal information, misappropriation of assets, corruption of data or
operational disruption. On December 25, 2020 and January 26, 2021, we announced that we had
discovered an incident of unauthorized access of certain data related to our group companies that was
stored by a third-party cloud system provider, including personal identifying information related to
Rakuten Ichiba, Rakuten Card and Rakuten Edy. To combat cyber-attacks, we have policies and
procedures in place to prevent or limit the effect of possible security breaches of our information
technology systems, but there can be no assurance that our policies and procedures will be sufficient
to protect our systems. For example, our e-commerce, financial services and online communications
businesses must provide secure transmission of confidential information over public networks, and
many of our users routinely provide us with credit card, bank account and other financial information.
We rely on encryption and authentication technology licensed from third parties to effect secure
transmission of confidential information, including customer credit card numbers. Advances in
computer capabilities, new discoveries in the field of cryptography or other developments may result in
a compromise or breach of the technology we use to protect such personal and transaction data.

If our efforts to combat these malicious applications or cyber-attacks are unsuccessful, or if our
products and services have actual or perceived vulnerabilities, customers and potential customers may
lose confidence in our security and our user traffic could decline, which would have a negative effect
on the value of our brand. Moreover, security breaches could damage our reputation and expose us to
a risk of loss or litigation and possible liability. Certain of our businesses may not be insured against
losses caused by security breaches, and any insurance policies we hold may not cover or may not be
adequate to reimburse us for such losses. We are also exposed to targeted attempts by third parties to
access and misuse our systems, such as unauthorized account access and fund transfers in our online
banking business. In addition, we depend on third parties for certain services with respect to the
implementation and maintenance of our information systems and accordingly some system problems
and failures may be outside of our control. There is also a possibility that our disaster recovery and
business continuity plans may not address all contingencies that could arise in the event of a major
disruption of services, which could harm our reputation, business, financial condition and results of
operations.

If the personal information of our users is mishandled, used inappropriately, leaked, lost or
stolen, it may adversely affect the value of our brand, our reputation and our results of
operations.

Our business operations involve the regular gathering, storing and transmitting a significant
amount of confidential information, in particular the personal information of over 110 million cumulative
registered Rakuten members (defined as members who logged in one or more times after registration
and excluding membership withdrawals) as of December 31, 2020, directly or in some cases through
our third-party service providers. Depending on the type of service, such confidential information could
include names, email addresses, dates of birth, addresses, telephone numbers, bank account
information, credit card information, financial information, health-related information and other personal
information. We handle such information on a broad scale across our many services and transmit the
information between users of our services to support a vast number of online transactions.

We are required to comply with various laws, regulations and guidelines relating to the protection
of personal information, including the Act on the Protection of Personal Information of Japan (Act
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No. 57 of 2003, as amended), and the financial services businesses in our FinTech segment are
subject to strict regulation and supervision in connection with the handling of personal information
relating to our customers under various laws and regulations including the Banking Act and guidelines
and rules issued under the FIEA. Additionally, in the European Union we are required to comply with
the General Data Protection Regulation (GDPR), which became effective May 25, 2018. The GDPR
applies to any company established in the European Union as well as to those outside the European
Union if they collect and use personal data in connection with the offering of goods or services to
individuals in the European Union or the monitoring of their behavior. In the United States, California
has enacted the California Consumer Privacy Act of 2018, or CCPA, which became subject to
enforcement starting from July 1, 2020 and provide expanded privacy protection for consumers. The
potential effects of this legislation and the related CCPA regulations are far-reaching and may require
us to modify our data processing practices and policies and to incur substantial costs and expenses in
an effort to comply. For example, the CCPA gives California residents (including non-residents
employed in California, though only in limited circumstances until January 1, 2023) expanded rights to
transparency access and require deletion of their personal information, opt out of certain personal
information sharing and receive detailed information about how their personal information is collected
and used. The CCPA also provides for civil penalties for violations, as well as a private right of action
for data breaches that may increase data breach litigation. Additionally, a new privacy law, the
California Privacy Rights Act, or CPRA, was approved by California voters in November 2020. The
CPRA creates obligations relating to consumer data beginning on January 1, 2022, with implementing
regulations expected on or before July 1, 2022, and enforcement beginning July 1, 2023. The CPRA
significantly modifies the CCPA, potentially resulting in further uncertainty and requiring us to incur
additional costs and expenses in efforts to comply. The enactment of such laws is prompting similar
legislative developments in other states in the United States, including Virginia which enacted the
Virginia Consumer Data Protection Act in March 2021, which could create the potential for a patchwork
of overlapping but different state laws, and is inspiring federal legislation.

We are subject to the risk that the personal information that we collect may not be handled in
accordance with local regulations across the many jurisdictions in which we operate, which could result
in alleged or actual violations of applicable rules and regulations leading to regulatory action, which
could in turn damage our brand reputation and adversely affect our business and results of operations.
For example, in August 2019, Unrolime Inc., our indirectly held subsidiary in the United States that
operates an email subscription management business, entered into an agreement containing a
consent order with the United States Federal Trade Commission, or the FTC, following a complaint by
the FTC that Unrolime Inc. had violated the Federal Trade Commission Act for failing to sufficiently
disclose its data usage and sharing practices under certain circumstances. In addition, in the past, we
have experienced leaks of personal information by us and by third parties that have access to the
personal information of our users. For example, on December 25, 2020 and January 26, 2021, we
announced that we had discovered an incident of unauthorized access of certain data related to our
group companies that was stored by a third-party cloud system provider, including personal identifying
information related to Rakuten Ichiba, Rakuten Card and Rakuten Edy. Additionally, on March 10,
2021, Rakuten Mobile received written guidance from the Ministry of Internal Affairs and
Communications, or the MIC, with regard to the leakage of personal information regarding
approximately 16 users of our Rakuten Link mobile application. As a result of any leaks of confidential
information, we could potentially be subject to regulatory actions or lawsuits for damages from users.
We could incur additional expenses to provide compensation to victims or change our security
systems, either voluntarily or in response to written guidance or other regulatory initiatives from the
government, or in connection with public relations campaigns designed to prevent or mitigate damage
to our brand or reputation. Potential future changes in the regulatory framework or shifts in public
opinion may also restrict our ability to use the personal information that we collect for our planned
purposes. Despite any efforts to mitigate the adverse impact on us, mishandling, leaks or misuse of
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confidential information could damage our brand and reputation and result in decreases in the use of
our services, which could adversely affect our business and results of operations.

The loss of senior and other key management, in particular Hiroshi Mikitani, could adversely
affect our business.

Our performance is substantially dependent on our senior and other key management. These
individuals have acquired specialized knowledge and skills with respect to the Rakuten group and our
businesses. The familiarity of these individuals with the group and our businesses, their experience in
management and with financial matters and their decision-making abilities make them especially
critical to our success. If one or more members of our key personnel were unable or unwilling to
continue in their present positions, our business and operations could be disrupted and our growth
potential could be impaired.

In particular, we depend in large part on the leadership, knowledge, expertise and services of
Hiroshi Mikitani, the founder and Chief Executive Officer, Chairman and President and Representative
Director of Rakuten Group, Inc., especially for managing our business, identifying new business
opportunities, creating new business models and enhancing our brand image. Mr. Mikitani’s reputation
and personal contacts in and outside of the industries in which we operate give Rakuten group
companies access to many opportunities which would not otherwise be available to us. Mr. Mikitani’s
departure or inability to provide services could have a material adverse effect on our business and
results of operations. In addition, because of how closely associated our founder Mr. Mikitani is with
our brand and the significant media attention that he attracts in Japan, negative publicity directed at
Mr. Mikitani could also impact the Rakuten brand and have an adverse effect on our reputation and
business.

We rely on third-party providers for key services critical to our business and any errors, failures
or disruption in the services provided by these third parties could significantly harm our
business, financial condition and results of operations.

We contract with a number of third parties for services that are key to our operations. We rely on
third parties for services including:

« our principal Internet connections and technologies;

» prompt delivery, installation and maintenance of servers and other equipment to provide our
services;

» co-location of a significant portion of our data servers and network access;
« travel and accommodation providers;

 technology underlying the delivery of news, stock quotes and current financial information,
Internet search, chat services, street mapping and telephone listings, streaming capabilities and
similar services;

+ global and national credit card brands, including JCB Co., Ltd., American Express Company,
Mastercard Incorporated and Visa Inc.;

» ATM services for accountholders through ATMs operated by other banks and convenience
stores;

» back-office services for our online securities business;

+ roaming services for our MNO business by KDDI CORPORATION which provides our MNO
business with nationwide 4G mobile network roaming services through KDDI CORPORATION’s
au telecommunications network outside of our network coverage areas;

36



+ infrastructure access and utilization rights based on agreements with certain of Japan’s regional
power companies, such as our agreement with Tokyo Electric Power Company Holdings, Inc., or
TEPCO, which allows us to utilize TEPCQO’s transmission towers, utility poles,
telecommunication towers, rooftop facilities and other equipment for our network of base stations
for our MNO business;

» storage, fulfillment, logistics and delivery services for our direct sales of products to consumers;
and

» the manufacture of our Rakuten Kobo e-reader devices.

Any disruption, from natural disasters, pandemics, technology malfunctions, cyberattacks,
sabotage or other factors, in the Internet or network access or co-location services provided by these
third-party providers, any failure of these third-party providers to handle current or higher volumes of
use or any failure by our telecommunications and utility partners to comply with our access agreements
or to properly maintain their networks or utility interconnection facilities may create interruptions or
quality problems for our telecommunications services, and any of these disruptions could significantly
harm our business, financial condition and results of operations. Any errors, failures, interruptions, or
delays experienced in connection with these third-party technologies and information services could
adversely impact our relationship with users and adversely affect our brand, business, financial
condition and results of operations. We generally have no direct control over these third-party
providers, which increases our vulnerability to disruptions or problems with their services. Any
operational or financial difficulties experienced by our providers may have negative effects on our
business, the nature and extent of which we cannot predict.

If we are unable to maintain or protect our intellectual property rights, including licensed
intellectual property rights, our brand and results of operations may be adversely affected.

We regard our intellectual property rights, including our licenses to intellectual property rights and
our rights to certain Internet domain names, as critical to our brand and success. We rely on
trademark, copyright and patent law, trade secret protection and confidentiality and license agreements
with customers, affiliates and others to protect our proprietary rights, and we rely on third parties to
license to us some of the intellectual property that we use in our business. While we attempt to protect
our brand and our intellectual property rights and stop any unauthorized use of our proprietary rights,
the efforts we take to maintain our licenses and protect our proprietary rights may not be sufficient or
effective. The contractual arrangements, information security measures and other steps we have taken
to protect our intellectual property rights may not prevent misappropriation of our proprietary rights or
deter independent development of similar technologies and services by others. Furthermore, protection
of some of the distinctive elements of our services may not be available under copyright or other
intellectual property laws, and second-mover businesses have emerged that seek to replicate such
innovations, in some cases with significant success. In addition, third-party licensors of intellectual
property rights may not continue to license intellectual property rights to us that we consider important
to our business on commercially reasonable terms, or at all, particularly if those intellectual property
rights are infringed upon by third parties as a result of our use of those rights. If we are not successful
in protecting our intellectual property rights or maintaining our licenses to intellectual property rights on
satisfactory terms, it could have a material adverse effect on our business, financial condition and
results of operations.

We pursue the registration of our trademarks and service marks in Japan and internationally. We
must protect our intellectual property rights in an increasing number of jurisdictions. However, effective
trademark, service mark, copyright, trade secret and patent protection may not be available in every
country in which our services are made available online. Furthermore, regulations governing Internet
domain names may not prevent others from using our trademarks and similar proprietary rights. For
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example, if third parties use our trademarks in connection with their domain names, we could lose
potential business or experience damage to our brand. In addition, protecting our intellectual property
and other proprietary rights is expensive and time consuming. Any increase in the unauthorized use of
our intellectual property rights could make it more expensive to do business, which would have an
adverse effect on our results of operations.

We are, and may in the future be, subject to intellectual property infringement claims, which are
costly to defend, could require us to pay damages and could limit our ability to provide certain
content or services or use certain technologies.

Companies in the online services, technology, finance and media industries own large numbers of
patents, copyrights, trademarks and trade secrets and frequently enter into litigation based on
allegations of infringement or other violations of intellectual property rights. In the ordinary course of
business, we have been and continue to be subject to disputes regarding the ownership of
technologies and rights associated with our online businesses, and as we continue to expand our
businesses, develop new technologies and business models and face increasing competition, the
possibility of additional intellectual property rights claims against us grows. In addition to patent claims,
third parties may assert claims against us alleging infringement of copyrights, trademark rights, trade
secret rights or other proprietary rights, or alleging unfair competition or violations of privacy rights.

Although we believe we make reasonable efforts to ensure that our services do not violate the
intellectual property rights of others, it is possible that third parties may claim that we have infringed
upon their rights. Any intellectual property claims against us, with or without merit, could be time-
consuming and expensive to litigate or settle and could divert management resources and attention. In
the event that there is a determination that we have infringed upon third-party proprietary rights such
as patents, copyrights, trademark rights, trade secret rights or other third-party rights such as publicity
and privacy rights, we could incur substantial monetary liability, be required to enter into royalty or
licensing agreements, which may not be available on reasonable terms, or be prevented from using the
rights, any of which could require us to change our business practices, limiting our ability to provide
certain content or services and compete effectively or otherwise have a material adverse effect on our
business, financial condition and results of operations.

Our financial condition and results of operations will be adversely affected if we are required to
reduce our deferred tax assets.

In accordance with IFRS, we have established deferred tax assets for tax effects expected to be
realized by us and certain subsidiaries. The calculation of deferred tax assets is based on various
assumptions, including assumptions with respect to future taxable income based on business forecasts
and applicable tax rates. Adverse changes in economic conditions, changes in applicable law or
accounting standards or other factors could lead us to decrease our estimated future taxable income
and this could require us to decrease our deferred tax assets. As a result, we would recognize
additional income tax expense and our results of operations could be materially adversely affected.

We may not be able to attract, retain and train enough skilled personnel.

Our continued success depends on our ability to hire, retain and train qualified employees. We
require employees with specialized expertise in a number of fields, such as web and systems design,
programming and other information technology areas, e-commerce management and consulting,
financial services and regulatory compliance. In order to maintain the effectiveness of our workforce,
we must also engage in the ongoing training of our personnel, particularly in areas where the
technology or business is rapidly evolving. There is significant competition for highly skilled technical,
business and other personnel in Japan and our other operating markets, particularly in the Internet
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services and financial services industries. If we are unable to hire qualified personnel or retain and train
our existing personnel, or if we are forced to incur additional costs to hire, retain and train personnel,
our business, financial condition and results of operations could be adversely affected.

The occurrence of natural or man-made disasters may adversely affect our business, financial
condition and results of operations.

Our business operations are subject to the risk of natural disasters such as earthquakes, volcanic
eruptions, tsunamis, typhoons, hurricanes, floods, heavy snow, pandemics, man-made disasters, such
as wars, acts of terrorism or armed conflict, and core infrastructure failures such as power grid failures.
In particular, we are exposed to the risk of natural disasters in Japan, which is prone to disasters such
as earthquakes and tsunamis, due to the concentration of a majority of our customers and merchants
in Japan and our corporate functions in Tokyo. Disasters or catastrophes could result in significant
disruptions to our business and operations and other negative consequences, including:

« disruption of our normal business operations or accessibility of our websites resulting from
damage to our data centers, headquarters, information technology systems, logistics facilities,
base stations for our MNO business or other properties or damage to public and private
infrastructure, including power supply, communications and financial services and transport and
delivery routes;

« disruption of operations in our business or the business of our partners or service providers due
to the spread of infectious diseases such as the ongoing COVID-19 pandemic;

 decreases in online transactions due to disruptions in Internet access or the negative effect of
disasters on our customers, users, merchants or other participants in our online services;

+ shipping and delivery delays for logistics services related to Rakuten Ichiba, such as logistics
delays in Kumamoto prefecture in July 2020 due to torrential rains;

* increases in the payment of insurance claims by Rakuten General Insurance, including an
increase in claims that may exceed our reinsurance availability and risk reserves, which may
negatively affect our profitability;

 costs and expenses for repairing, replacing or rebuilding damaged properties and infrastructure;

* losses in our investment and loan portfolio due to volatility in financial markets or the failure of
counterparties to perform; and

» a downturn in economic conditions, decrease in advertising demand, decreases in consumer
spending or adverse consumer sentiment that adversely affects demand for our services.

Our business, financial condition and results of operations could be materially and adversely
affected in the event of any disaster or catastrophe. There can be no assurance that our business
continuation and crisis management plan or insurance coverage would be effective in mitigating any
negative effects of a disaster, or that the business continuation and crisis management plans of third
parties on which we rely would be effective in mitigating any negative effects on the provision of such
services and products in the event of a disaster.

In addition to larger scale natural disasters, in recent years Japan has experienced a relatively high
number of typhoons and torrential rain that have affected general levels of economic activity on a
regional basis for limited periods of time. To the extent that general climate change or shifts in weather
patterns result in an increase in the frequency, severity or duration of severe weather events, such
events could affect the general level of economic activity or may result in an increased risk of
infrastructure failures or other disruptions in our operations, which may adversely affect our business,
financial condition and results of operations.
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We may be subject to legal proceedings and litigation, which could be costly and could
materially and adversely affect our brands, reputation, business, financial condition and results
of operations.

We are subject to litigation and other legal proceedings in the ordinary course of our business. See
“Business—Legal Proceedings.” In particular, we currently are and may in the future be subject to,
among other things, claims, allegations, lawsuits and regulatory investigations regarding intellectual
property, the proper handling, usage and protection of personal information, data security, false or
deceptive advertising, delivery of services, product liability, losses incurred in connection with the use
of our services and other matters from users of our services, competitors, regulators and other parties.
Due to the evolving nature of the Internet services industry, we may also become exposed to the risk of
legal proceedings as the business, legal and regulatory environment changes in our operating markets.
Legal proceedings can be expensive and disruptive to our normal business operations regardless of
the merit of the underlying claims. A determination adverse to us in any legal proceedings could result
in significant costs, penalties or fines or require us to pay royalty fees, modify our services and
products in order to provide non-infringing substitutes or cease the use of certain services, products or
features altogether, which could materially and adversely affect our brands, reputation, business,
financial condition and results of operations.

Defects in goods that we sell directly to customers or excess inventory may harm our business.

We sell goods directly to consumers through our Rakuten 24, Rakuten Books, Rakuten Kobo,
Rakuten Fashion and Rakuten Mobile businesses as well as through Rakuten BIC, a joint venture with
BIC CAMERA INC., and Rakuten Seiyu Netsuper, a joint venture with Seiyu GK. In connection with our
direct sales, we are directly liable for the delivery, quality and content of goods. If any of our products
are defective, we could be subject to legal proceedings brought by customers or regulators, incur costs
resulting from product recalls or product liability claims, suffer reputational harm or otherwise suffer
harm to our business. In addition, if demand for our products decreases or product prices decline due
to technological innovation or increased competition, we may be required to recognize losses incurred
by Rakuten Kobo and further recognize impairment charges for products, parts and materials held in
inventory, which would negatively affect our results of operations. For example, if sales of our Rakuten
Kobo e-readers do not increase as a result of technological and other features that fail to respond to
consumer needs, pricing that is not competitive with competing devices or otherwise, the results of
operations of our e-book business could be adversely affected.

Our businesses are subject to various laws and regulations.

The businesses that we currently operate, as well as those that we may operate in the future,
encompass many business areas and regions and are consequently subject to a variety of laws and
regulations. In particular, our financial services businesses operate in highly regulated industries. See
“—Risks Relating to Our FinTech Segment—Our financial services businesses are subject to extensive
regulation, any amendments to which may further increase our costs of doing business.” We are also
subject to a number of other laws and regulations, including regulations relating to telecommunications
licenses, consumer protection, privacy and protection of personal information, fairness in commercial
dealings with our customers, telecommunications, private lodgings in connection with our vacation
rental business, payment services in connection with Rakuten Edy, Rakuten Pay and Rakuten Wallet
and other areas. The laws and regulations that apply to our various businesses are complex, and even
an inadvertent failure to comply with them could result in fines, penalties, loss of permission to operate
some of our businesses, suspension of operations, litigation and other legal proceedings. Furthermore,
future changes in such laws or regulations or entry into new regulated industries could result in
additional compliance costs and increase the risk that we could fail to comply with applicable
requirements. Any failure to comply with laws and regulations could harm our reputation and could
materially and adversely affect our business, financial condition and results of operations.
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We are required to register and obtain approvals or licenses in order to conduct certain of our
businesses, and certain of our businesses are subject to supervision and monitoring by authorities in
Japan and other countries. In particular, the Telecommunications Business Act of Japan (Act No. 86 of
1984, as amended) and the Radio Act of Japan (Act No. 131 of 1950, as amended), which govern our
telecommunications businesses in our Mobile segment, the relevant guidelines under each Act
formulated by the MIC and the regimes that govern the spectrum allocated to us by the MIC govern the
way we are able to conduct our mobile telecommunications business, including the services we
provide and the ways in which we market and price these services. For example, our recently launched
MNO business is based on approval from the MIC to operate networks on various frequency bands.
Although we have received approval for 4G base station deployment for the 1.7 GHz frequency band
and 5G base station deployment for the 3.7 GHz and 28 GHz frequency bands, we may be required to
apply for additional approvals in the future in the event of any changes in Japan’s regulatory framework
for telecommunications. Other aspects of our Mobile segment are also subject to regulation and
oversight, including exchanges, reissuances and restrictions on SIM cards and mobile number
portability (MNP) transfer fees, as well as general government pressure with respect to the fees that
we charge. Rakuten Mobile has received written guidance from the MIC on multiple occasions,
including as recently as August 2019, regarding the development plan for its MNO network and the
delay in its initial timeline for base station construction, and Rakuten Mobile has delivered written
responses describing its revised development plan, including reasons for the delay and initiatives to
enhance the development plan going forward. Additionally, in July 2020, Rakuten Mobile received a
warning and written guidance from the MIC regarding compliance with radio-related regulations with
respect to the Rakuten Mini smartphone, and in September 2020, Rakuten Mobile received written
guidance from the MIC regarding improper price discounts in connection with a smartphone campaign
that offered new customers an amount of Rakuten Super Points. See “Supervision and Regulation—
Mobile Segment.”

Due to the significant size and market share of certain of our businesses, we may also become
subject to restrictions on planned business acquisitions under antitrust and competition law. In
particular, regulatory authorities in Japan have at times expressed competition-related concerns with
respect to internet platforms that benefit from network effects, economies of scale and increased
bargaining power, including Rakuten Ichiba. In February 2020, the Japan Fair Trade Commission
commenced a probe to investigate our free shipping service for Rakuten Ichiba, although the Fair
Trade Commission withdrew its suspension order in March 2020. There can be no assurance,
however, that we will not encounter competition-related issues again in the future, and any such
matters, even if subsequently withdrawn or resolved, may adversely affect our reputation and
business.

With respect to privacy, there has been a trend in recent years towards additional privacy
protection and limitations on methods that can be used to track user activity on the Internet, including
third-party cookies. This trend may affect our business because one of primary attributes of the
Rakuten Ecosystem is that users are able to use a single Rakuten ID to access many of our services
across different industries. To the extent that laws and regulations inhibit our ability to track users’
activities across our various services, including general Internet activities, our abilities to leverage the
interconnectedness and synergies of our ecosystem and to effectively deliver targeted advertisements
may be diminished, which may adversely affect our businesses.

For more information regarding the laws and regulations applicable to our businesses, see
“Supervision and Regulation.”
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If we are unable to raise additional funds on acceptable terms in the future, due to a ratings
downgrade or otherwise, or fail to comply with financial covenants applicable to our
borrowings, our business, financial condition and results of operations could be adversely
affected.

In addition to operating cash flows, we rely on a variety of funding sources, including loans from
financial institutions, commitment lines, bonds and commercial paper, in order to finance our cash
needs and execute our business strategies.

We may require additional funds in the future to pursue acquisitions, make capital investments or
for other reasons. In particular, we have made significant capital investments for the development of
our MNO network, including the installation of physical base stations, and we expect to make
significant additional capital investments in the future. There is no guarantee that we will be able to
borrow additional funds on favorable terms in a timely manner or at all. For example, we may face
difficulty raising funds due to volatility in the financial markets or lowering of our credit rating, which is
BBB- with a negative outlook from S&P, A with a negative outlook from JCR and A- with a stable
outlook from R&l. On February 18, 2021, S&P placed us on CreditWatch, with negative implications,
stating that it expected to resolve such placement after examining the scale of net free operating cash
outflows in our nonfinancial businesses, the progress we are able to make in remedying such outflows
and the effect on our financial position. S&P noted that it may downgrade us if it thinks that our
nonfinancial businesses’ operating performance will not recover quickly, or if it does not expect our
financial standing and liquidity to recover swiftly despite successful financings. On April 9, 2021, S&P
announced that it was keeping our ratings on CreditWatch with negative implications, stating that it
would continue to examine the impact of our measures to offset the effects of our ongoing capital
investments on our operating performance and key financial ratios, and that they expected to resolve
that placement within three months of the April 9, 2021 announcement. S&P noted that they did not
believe that our measures taken to such date, including the raising of capital through the third-party
allotments of shares described under “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Recent Developments—Capital Raised Through Third-Party Allotments of
Shares,” are sufficient to offset the effect of our capital investments, and that they may downgrade us if
they think our liquidity and financial standing will not recover swiftly despite our additional financing
efforts. On April 12, 2021, S&P stated that its expected BB rating for the notes would be placed on
CreditWatch with negative implications and that S&P would lower its rating for the notes to B+ or lower
in the event that S&P downgrades our credit rating from BBB- to BB+ or lower. At that time, S&P stated
that it believes there is at least a 50% chance of downgrading our credit rating from BBB- to BB+ or
lower in the three months following April 12, 2021. See “—Risks Relating to the Notes—The ratings of
the notes are subjective in nature and could be lowered.” Accordingly, we may be unable to maintain
our current credit ratings, and, as a result of a potential downgrade or other deterioration in our
creditworthiness, our liquidity could be negatively affected to the extent that market participants or
counterparties are reluctant to provide liquidity to us or demand higher funding costs. In addition,
financing costs for our existing floating-rate borrowings and any additional borrowings could increase
due to rising market interest rates. If we are unable to borrow additional funds on favorable terms or at
all, we may be unable to make necessary capital investments, develop and expand our services or
pursue acquisitions or other business opportunities and our business, financial condition and results of
operations could be adversely affected.

Furthermore, we are subject to certain financial and other covenants under our borrowings and
commitment lines. If we become unable to meet these financial covenants due to the deterioration of
our financial performance, financial position or credit rating, our lenders could require us to repay the
full amount of the relevant borrowings or provide additional collateral or increase the interest rate or
commission rate of the borrowings.
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There is a material risk that we will be classified as a passive foreign investment company for
U.S. federal income tax purposes, which could result in adverse U.S. federal income tax
consequences to U.S. investors.

In general, we will be classified as a passive foreign investment company, or a PFIC, for any
taxable year in which either (i) 75% or more of our gross income is “passive income,” or (ii) 50% or
more of the value (generally determined on the basis of a quarterly average) of our assets is
attributable to assets that produce, or are held for the production of, passive income. For this purpose,
passive income generally includes, among other things, dividends, interest, rents and royalties (in each
case, subject to certain exceptions), and gains from the disposition of passive assets. In addition, cash
is generally considered a passive asset, and we currently hold a significant amount of cash.

Based on our financial statements and our income, assets and activities (in particular, our
significant cash balances), we believe there is a material risk that we will be classified as a PFIC for
2021, and we may be classified as a PFIC in future taxable years. The determination of whether we
are a PFIC is made annually after the close of each taxable year and will depend on the composition of
our income and assets and the value of our assets from time to time. Accordingly, it is possible that our
PFIC status may change due to changes in our income or asset composition or the value of our assets.

If we are a PFIC for any taxable year during which a U.S. holder (as defined in “Taxation—United
States Federal Income Taxation”) holds notes, certain adverse U.S. federal income tax consequences
could apply to such U.S. holder. See “Taxation—United States Federal Income Taxation—Passive
Foreign Investment Company Rules.” There can be no assurance that we will not be a PFIC for 2021
or any future taxable year.

Risks Relating to Our Internet Services Segment

We may not be successful in attracting and retaining merchants and maintaining and
expanding the user base for our e-commerce services.

The success of our e-commerce businesses depends on our ability to maintain the attractiveness
of our platform to merchants and users and expand our user base and generate traffic to Rakuten
Ichiba and similar services, as well as volume of purchases of goods and services through our
websites. A significant portion of the revenue that we derive from Rakuten Ichiba and related services
is derived from commissions from merchants that are calculated as a percentage of the total value of
sales transactions completed through our system. In countries such as Japan, where our services have
been available for some time, acquiring new users may become more difficult than it has been in the
past due to the maturity of the Internet service industry and the presence of large competitors with
established user bases. In order to expand our user base, we must continue to appeal to and attract
users who may shop online using the services of our competitors or may be unaccustomed to online
shopping entirely. If we are unable to attract new users or if new users are less active than our current
users, our businesses could be adversely impacted. Our e-commerce businesses also depend on our
ability to maintain an active merchant community by attracting and retaining merchants offering
products and services that respond to the needs of our users. If merchants leave our services or
reduce their use of our services due to inadequate support or development tools or their dissatisfaction
with the fees we charge for listing their products on our marketplace, our inability to maintain a large
and active user base, more attractive terms offered by our competitors’ platforms, adverse changes in
tax treatment for Rakuten points or for other reasons, the business and results of operations of
e-commerce services could be adversely affected. In addition, our results of operations could be
adversely affected if we incur higher costs to acquire or retain customers and merchants in the future.
Competing e-commerce platforms, including websites operated by merchants with whom we have
relationships, may provide a more convenient and comprehensive online customer experience.
Merchants may also establish exclusive relationships with our competitors. If our merchants and
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customers bypass our e-commerce offerings and related services and contact competing providers or
merchants directly, our revenue could decline.

Fraudulent activities on our websites and disputes relating to the use of our websites and
services may harm our business.

We periodically receive complaints from customers who have not received the goods that they
purchased through Rakuten Ichiba or who have received poor quality or defective merchandise or
whose merchandise was not delivered on time. We also receive complaints from merchants who have
not received payment for the goods that a user contracted to purchase. Non-payment may occur
because of miscommunication, because a user has changed his or her mind and decided not to honor
the contract to purchase the item, or because the user contracted or bid on the item maliciously, in
order to harm either the seller or us.

While we can suspend the accounts of merchants, users, sellers and buyers who fail to fulfill their
payment or delivery obligations to other users, we do not have the ability to require merchants, users,
sellers and buyers to make payment or deliver goods. We expect to continue to receive
communications from users requesting reimbursement. Our contracts with individual merchants,
customers, sellers and buyers clarify that all disputes regarding purchases and payments are the
responsibility of the parties involved in a transaction and not the responsibility of Rakuten Group, Inc.,
but we may become involved in disputes between our merchants and users as a platform operator.
While we do not accept legal responsibility for any user claims against merchants or other users of our
websites, we do reimburse users for the cost of products ordered from merchants that do not arrive,
are damaged or are different from what was ordered under our “Rakuten Anshin Shopping Service,” up
to five times a year and up to a total of ¥300,000 per reimbursement request as long as the users
remain Rakuten members. We also offer a similar service that provides reimbursement for counterfeit
products ordered from merchants, which currently covers products from over 1,000 brands. In addition,
affected merchants, customers, sellers or buyers may complain to regulatory agencies that could take
action against us, including imposing fines, seeking injunctions or introducing new guidelines or
regulations regarding Internet commerce. Negative publicity and sentiment among merchants,
customers, sellers or buyers generated as a result of fraudulent or deceptive conduct by other users of
our services could damage our reputation, reduce our ability to attract new, and retain existing,
merchants, customers, sellers and buyers and diminish the value of our brand names.

In addition, we have received in the past, and we anticipate receiving in the future, communications
alleging that certain items listed or sold through our services by our merchants and sellers are pirated
or counterfeit items, infringe third-party copyrights, trademarks, trade names or other intellectual
property rights or are otherwise illegal or improper items. Although we work to eliminate listings offering
counterfeit, pirated or infringing items on our websites, rights owners may view our efforts as
insufficient. Content owners and other intellectual property rights owners have been active in defending
their rights against online companies, including us. In addition, we expect that these types of claims
may increase as our websites gain prominence in markets outside of Japan, where the laws may be
unsettled or less favorable to us. Such claims could be costly for us, result in damage awards or
increased costs of doing business through adverse judgment or settlement, require us to change our
business practices in expensive ways or otherwise harm our business.

If our merchants are unable to provide competitive, high-quality products and services, our
business, financial condition and results of operations could be adversely affected.

Our e-commerce platforms, including Rakuten Ichiba, primarily function to connect and facilitate
transactions between businesses with consumers. As a result, the success of our e-commerce
platforms depends on the ability of our merchants to provide their customers with high-quality products,
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quick delivery times and appropriate customer service. We have no direct control over our merchants
and their individual business practices. Users may choose to make purchases through the proprietary
online stores of retailers and other e-commerce sites rather than with our merchants if the online stores
of other retailers or other e-commerce sites offer lower prices, a wider selection of products, faster
delivery speeds, more attractive loyalty programs, better customer service or a more user-friendly or
convenient website interface. In particular, larger retailers such as Amazon Japan may have their own
logistics operations that can significantly shorten delivery times and lower delivery costs compared with
merchants relying on third-party delivery services like us and may provide other operational
advantages, such as customer support centers with longer operating hours, that may not be provided
by our merchants.

Our online travel business is subject to a number of risks, including adverse changes to
relationships with travel and accommodation providers and disruptions in the travel industry.

Our online travel service Rakuten Travel provides a platform for customers to connect with travel
and accommodation providers, and our travel business is highly influenced by changes in the domestic
and worldwide travel industry. Travel expenditures are sensitive to business and personal discretionary
spending levels and tend to decline during general economic downturns as well as safety concerns
with travel in certain regions or airline travel generally. For example, incidents of terrorism, geopolitical
conflicts, airline accidents and health epidemics have adversely affected demand for travel services in
the past. Any future decrease in demand due to one or more of these types of events, depending on its
scope and duration, could significantly and adversely impact our travel business, financial condition
and results of operations over the short and long term. In particular, the ongoing COVID-19 pandemic
has resulted in a significant reduction in both domestic and international travel due to border closures,
lockdowns and related restrictions on ordinary business activities as well as general customer
sentiment against traveling due to health concerns. Additionally, the “Go To Travel” campaign, a
government-sponsored campaign to encourage domestic travel with discounts and incentive programs,
was suspended during in December 2020 and has not been reintroduced. As a result, revenues for our
Rakuten Travel business have been adversely affected, and we expect reduced revenue levels to
continue until the resolution of the COVID-19 pandemic. However, it is difficult to predict the overall
duration of the COVID-19 pandemic, and the pandemic may become prolonged in the event of the
emergence of new strains of COVID-19, disappointing efficacy of expected vaccines and medical
treatments for COVID-19, government failures or delays in administering vaccines or other unexpected
factors, and there can be no assurance that domestic and international travel will return to
pre-pandemic levels, even after the resolution of the pandemic.

In addition to general consumer travel demand, the success of Rakuten Travel depends on its
relationships with travel and accommodation providers as well as global distribution system partners.
Adverse changes in existing relationships, or Rakuten Travel’s inability to enter into new arrangements
with these parties on favorable terms, or at all, could reduce the amount, quality and breadth of
attractively priced travel products and services that Rakuten Travel is able to offer, which could
adversely affect its business, financial condition and results of operations. Travel and accommodation
providers are increasingly seeking to lower their travel distribution costs by promoting direct online
bookings through their own websites. In some cases, providers’ direct channels offer advantages to
consumers, such as loyalty programs or lower transaction fees. In addition, travel and accommodation
providers may choose not to make some or all of their travel products and services available through
Rakuten Travel distribution channels due to travel industry trends. To the extent that consumers
increase their travel purchases through travel and accommodation providers’ proprietary websites or if
travel and accommodation providers choose not to make some or all of their products and services
available to Rakuten Travel due to travel industry trends, Rakuten Travel’s business may suffer.

45



Our logistics business for products sold through Rakuten Ichiba is subject to various risks.

Although each merchant on Rakuten Ichiba is generally responsible for the shipment and delivery
of its products, we have established logistics agency services to assist merchants with order, shipment
and delivery logistics. The logistics industry in Japan is subject to ongoing labor shortages, particularly
for delivery vehicle drivers, and our cost competitiveness could be affected if outsourcing costs to
logistics companies increase as a result of such shortages. As we plan to continue to expand our
logistics-related service offerings, we may also face difficulties related to finding and leasing suitable
real estate at attractive terms, opening and operating new fulfillment centers and creating and
maintaining relationships with various external service providers. When planning new fulfillment
centers, we make upfront investments in capacity based on anticipated order volumes. If volumes are
less than expected, we may face difficulties recovering our initial investment and operating the facility
at a profit and we may need to incur further costs to relocate or modify a facility, which may adversely
affect our results of operations.

In addition, we compete for merchants and users with other e-commerce businesses such as
Amazon Japan, which is directly responsible for the delivery and shipment of products sold by many of
the merchants on its platform and, based on contracts and other relationships with major shipping and
logistics companies in Japan, offers discounted or free delivery in certain cases. If we cannot operate
and provide efficient distribution services, or if our competitors provide more attractive logistics
services for merchants, we may not be able to maintain or enhance the competitiveness of our
Rakuten Ichiba marketplace, which could have an adverse effect on our financial condition and results
of operations. Furthermore, customer complaints and dissatisfaction related to our failure to operate
and provide efficient distribution services or problems could damage our reputation and have an
adverse effect on our business, financial condition and results of operations.

With respect to the ongoing COVID-19 pandemic, although we have implemented measures at our
fulfillment centers to prevent the spread of COVID-19, including the distribution of masks to employees,
employee temperature checks and additional ventilation, there can be no guarantee that such
measures will be adequate to ensure uninterrupted operations. In the event of an outbreak at our
facilities, operations within certain areas of our fulfillment centers may need to be temporarily
suspended, which would adversely affect our ability to provide timely and efficient fulfillment services
for our merchants.

As part of our logistics business, our group companies make use of motor vehicles. Although we
have established safety measures, any serious traffic accidents that may occur involving our usage of
motor vehicles may damage our reputation and have an adverse effect on our business and results of
operations. Any such accidents could also potentially result in the suspension of business, our usage
of motor vehicles, license revocation due to Japan’s traffic violation point system or other
administrative penalties, which could result in interruptions or discontinuance of logistics business
operations.

Our professional sports business may not be profitable and may not contribute to our other
businesses.

The ticket sales and revenue from sponsorship marketing of the Tohoku Rakuten Golden Eagles,
the Japanese professional baseball team we own and manage, and Vissel Kobe, the Japanese
professional soccer club we own and manage, are the principal sources of revenue for our professional
sports business. These sources of revenue are affected by the general popularity of professional
baseball and soccer in Japan and of the Pacific League, of which the Tohoku Rakuten Golden Eagles
are a member, and the J1 League, of which Vissel Kobe is a member, and, more specifically, by the
popularity of the Tohoku Rakuten Golden Eagles and Vissel Kobe, which in turn depends in large part
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on each team’s success on the field. In order to strengthen the teams, we may need to pay more in
recruiting costs and salaries to team management and players than we did in prior seasons, which
could have a material adverse effect on the results of operations in our professional sports business.
We also expect that the popularity of the Tohoku Rakuten Golden Eagles and Vissel Kobe will
contribute to our other businesses, such as our e-commerce, banking and credit card businesses,
through an increase in awareness of the Rakuten brand, leading to an increase in merchants,
customers, accountholders and cardholders. Such benefits may not be realized, however, if the
Tohoku Rakuten Golden Eagles or Vissel Kobe are not successful. Additionally, the ongoing COVID-19
pandemic and related restrictions, such as social distancing measures, as well as general reluctance
by consumers to attend large-scale events, have resulted in a significant decrease in attendees for
sporting events which has negatively affected our professional sports businesses. To the extent that
social distancing restrictions or general societal sentiment against large-scale events persist during
and after the resolution of the pandemic, our business and results of operations may be adversely
affected.

Risks Relating to Our FinTech Segment
We are exposed to credit risk in connection with our FinTech businesses.

Our FinTech businesses involve consumer credit and commercial lending activities, insurance
services and securities and foreign exchange brokerage, as well as investments in marketable debt
securities. These activities expose us to the risk that the creditworthiness of our borrowers may
deteriorate and that our borrowers may be unable to make principal or interest payments on their loans
or debt securities. In particular, we are exposed to credit risk in the following business areas:

* Rakuten Card. In our credit card business operated through Rakuten Card, we are exposed to
credit risk in connection with credit we extend to our cardholders. We have established an
allowance for doubtful accounts in connection with loans in our credit card business based on
our evaluation of borrowers’ creditworthiness, our historical loan loss experience and other
factors. As of December 31, 2020, our allowance for doubtful accounts was 4.0% as a
percentage of our total balance of loan receivables in our credit card business. We are also
subject to the risk of fraudulent transactions, which may adversely affect our business if they
exceed anticipated levels.

* Rakuten Bank. In our online banking business operated through Rakuten Bank, we are
exposed to credit risk in connection with commercial lending to retail borrowers as well as
business borrowers. We have established an allowance for doubtful accounts in connection with
loans in our banking business based on our evaluation of borrowers’ creditworthiness, our
historical loan loss experience, the value of collateral and other factors. We are also exposed to
credit risk in connection with our investment in Japanese and foreign bonds including both
government bonds and corporate bonds, and securitized credit card receivables of Rakuten
Card as part of the investment portfolio of Rakuten Bank. Due to the online-only nature of
Rakuten Bank, we are also subject to the risk of unexpectedly high levels of fund outflows in the
event of a deterioration in economic conditions.

* Rakuten Securities.  Rakuten Securities conducts margin lending in connection with its
securities brokerage and foreign exchange businesses. We are subject to credit risk from our
borrowers to the extent that the value of the securities held as collateral is not sufficient to cover
the outstanding principal or we are unable to sell collateral at a favorable price or at all. As a
result, fluctuations in trading prices of securities affects our exposure to credit risk in connection
with margin lending. We face similar credit risks in extending credit to customers of our foreign
exchange trading service, as fluctuations in currency exchange rates could affect the value of
the currencies traded and the cash collateral held by us.
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 Insurance. In our Rakuten Life Insurance and Rakuten General Insurance businesses, we are
exposed to credit risk in connection with our investment in Japanese government and corporate
bonds and securitized credit card receivables of Rakuten Card as part of the investment
portfolios of Rakuten Life Insurance and Rakuten General Insurance.

There is no assurance that our allowance for doubtful accounts will be an accurate estimate of our
actual losses. For example, negative changes in our borrowers’ payment abilities (such as due to
deteriorating economic conditions resulting from the ongoing COVID-19 pandemic), the economic
environment or other factors could require us to provide for additional allowances for doubtful accounts
and record credit losses. In addition, the regulatory standards or guidance on establishing reserve for
possible loan losses may also change, causing us to change some of the evaluations used in
determining allowances and providing for additional reserve for possible loan losses. Additionally, our
group companies regularly enter into various types of hedging transactions, such as interest rate
swaps, currency swaps and other derivatives, and we are subject to the risk that our counterparties to
such transactions may become insolvent and prevent us from obtaining the benefit of such
transactions. For a discussion of our allowance policy, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Financial Condition and Liquidity.”

Changes in interest rates may significantly affect the profitability of our FinTech businesses.

We hold a significant amount of interest-earning assets and interest-bearing liabilities in connection
with our financial services businesses, and as a result, we are exposed to changes in market interest
rates. We are primarily exposed to market interest rates in Japan, which are at historically low levels
due primarily to monetary easing measures implemented by the Bank of Japan. If the current monetary
easing measures of the Bank of Japan are terminated or changed, interest rates in Japan could
significantly increase, which could affect our results of operations and financial condition. In particular,
the following businesses are affected by fluctuations in market interest rates:

* Rakuten Card. We rely in part on borrowings from financial institutions in addition to
securitization transactions with Rakuten Bank to fund our credit card business. If interest rates
on our borrowings or the funding cost of our securitization transactions increase and we are
unable to increase interest rates applicable to our loans to the same degree, the profitability of
our credit card business could decrease.

* Rakuten Bank. In our banking business, our primary source of income is interest income from
our loans and our investment portfolio, and our primary source of funding is interest-bearing
deposits. If market interest rates increase, interest rates applicable to our deposits could
increase to a greater degree than rates earned on our loans and investments. If the spread
between our interest-bearing liabilities and interest-earning assets decreases, the profitability of
our banking business would be adversely affected. In addition, if interest rates increase, the
carrying amount of debt securities carried at fair value could decrease, which would directly
impact our financial condition and results of operations. We may also be required to recognize
impairment losses on debt securities carried at amortized cost due to significant increases in
market interest rates or objective evidence of impairment as a result of one or more events.

» Insurance. In our Rakuten Life Insurance and Rakuten General Insurance businesses, we hold
debt securities as part of our investment portfolios. If market interest rates increase, we may also
be required to recognize impairment losses on debt securities, which are carried at amortized
cost, due to significant increases in market interest rates or objective evidence of impairment. In
addition, decreases in interest rates could negatively affect the amount of interest income from
our debt securities or our ability to replace them as they mature. As the relative sensitivities of
our assets and liabilities to changes in interest rates may differ, our financial condition could also
be affected depending on the composition of our assets and liabilities.
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Our financial services businesses are subject to extensive regulation, any amendments to
which may further increase our costs of doing business.

Our subsidiaries operating financial services businesses, including Rakuten Card, Rakuten Bank,
Rakuten Securities, Rakuten Payment, Rakuten Life Insurance, Rakuten Wallet, Rakuten General
Insurance and certain other subsidiaries, are subject to substantial regulation and supervision. Such
regulatory requirements include the following:

Rakuten Card

Rakuten Card is registered as a moneylender and supervised by the Financial Services Agency of
Japan, or the FSA, pursuant to the Money Lending Business Act (Act No. 32 of 1983, as amended)
and is also registered as a mediator of installment sales transactions and supervised by METI.
Additionally, Rakuten Card has a minimal portion of loan contracts dating before December 31, 2007
that stipulate interest rates in excess of the maximum rates outlined in the Interest Rate Restriction Act
(Act No. 100 of 1954, as amended), and Rakuten Card may be subject to claims for reimbursement for
the amount exceeding such interest rate ceiling. Although we have recorded an allowance for losses
on interest repayments for future reimbursement claims relating to such loan contracts, actual claims
may exceed the allowance and we may be required to establish an additional allowance if there is a
change in the assumptions used to calculate Rakuten Card allowances, such as an increase in the
average amount of claims. As a result, the results of operations of our credit card business could be
negatively affected.

Rakuten Bank

Rakuten Bank is a licensed bank and also subject to regulation by the FSA under the Banking Act
of Japan (Act No. 59 of 1981, as amended), including the requirement that it maintain risk-adjusted
capital adequacy ratios above the levels specified in the capital adequacy standards stipulated by the
FSA, based on Basel lll. As a Japanese bank that does not have overseas operations, Rakuten Bank
is subject to the domestic standard for capital adequacy. As of December 31, 2020, Rakuten Bank's
consolidated risk-adjusted capital adequacy ratio was 11.61% compared to the minimum risk-adjusted
consolidated capital adequacy ratio of 4.0%. Rakuten Bank may be unable to continue to satisfy the
capital adequacy requirements if its core capital decreases or risk-weighted assets increase for any
reason, including as a result of the realization of any of the risks described elsewhere in this “Risk
Factors” section, or if capital adequacy standards are amended to be more stringent. If Rakuten Bank's
capital adequacy ratios fall below required limits, the FSA could require Rakuten Bank to take
corrective actions, including, depending upon the level of deficiency, submission of an improvement
plan or suspension of a portion of its business operations. Rakuten Bank may also need to alter its
business strategy or operations if its capital adequacy ratios decline to unacceptable levels. We are
also subject to certain regulatory restrictions as a principal shareholder of Rakuten Bank, under which
the FSA may request the submission of reports or materials from, or may conduct inspections of, us in
certain circumstances, and may order us to take such measures as the FSA deems necessary under
certain limited circumstances. For a discussion of our capital adequacy ratios and the related
regulatory standards, see “Supervision and Regulation” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Capital Adequacy of Rakuten Bank.”

Rakuten Securities

Rakuten Securities is a registered financial instruments business operator and subject to extensive
regulation by the FSA and self-regulatory organizations. Our online brokerage operations must comply
with, among other rules, capital adequacy, customer protection and market conduct requirements.
Securities regulatory agencies regularly review the operations of online brokerage companies,
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including us. We are also subject to certain regulatory restrictions as a principal shareholder of
Rakuten Securities, under which the FSA may request the submission of reports or materials from, or
may conduct inspections of, us in certain circumstances, and may order us to take such measures as
the FSA deems necessary, including resigning from our position as a principal shareholder of Rakuten
Securities, under certain limited circumstances. If we violate applicable rules and regulations, the
regulatory authorities that oversee our activities may exercise their broad powers to issue an order
canceling our registration or authorization, suspending or requiring changes in the manner of our
business or removing our directors or audit and supervisory board members from their positions. In
addition, the Japanese government in the future may adopt new regulations that adversely affect our
online securities business by imposing additional costs, exposing us to increased liability or additional
supervision or monitoring. See “Supervision and Regulation—FinTech Segment—Online securities and
commodity derivatives trading business.”

Under the FIEA and related regulations, Rakuten Securities is required to meet strict capital
adequacy requirements. If Rakuten Securities fails to maintain the required level of regulatory capital,
the FSA, may order changes in its operations or the deposit of assets, temporary suspension of its
business or revocation of its registration as a securities company. As of December 31, 2020, Rakuten
Securities had a regulatory capital adequacy ratio of 299.6%, which was above the required minimum
ratio of 120%. Continued rapid growth in the aggregate principal amount of margin transaction assets
held in relation to the margin loans Rakuten Securities extends and growth in other areas of its
operations may create a need for additional capital in order to keep its capital adequacy ratio above
levels mandated by regulations. Rakuten Securities may not be able to obtain additional regulatory
capital on favorable terms or at all. If it fails to obtain additional capital, it may have to limit the margin
trading of its customers. It may also have to limit the expansion of its foreign exchange, securities
lending and other businesses requiring minimum capital, which could adversely affect our earnings and
growth potential.

Payments Businesses

The Payment Services Act of Japan (Act No. 59 of 2009, as amended), or the Payment Services
Act, requires entities that engage in business activities involving advance payments from customers
using prepaid payment instruments to set aside for such customers amounts covering at least 50% of
the total amount of the unused amounts or credits represented by such instruments issued as of the
end of either the first or third quarter of any year (if such total amount is more than ¥10 million), either
by making a deposit or by entering into guarantee or trust agreements. Rakuten, Rakuten Bank,
Rakuten Edy and Rakuten Card are registered with the FSA as issuers of prepaid payment instruments
that can be used to purchase goods or services that are offered by third parties. The FSA is authorized
to issue a business improvement order or business suspension order, or cancel our registration and we
may be subject to criminal sanctions, if we fail to comply with the regulations above.

Rakuten Life Insurance and Rakuten General Insurance

Rakuten Life Insurance and Rakuten General Insurance are licensed insurance companies and
subject to comprehensive regulation by the FSA under the Insurance Business Act of Japan (Act
No. 105 of 1995, as amended) and related regulations. The primary purpose of the Insurance Business
Law and related regulations is to protect policyholders, not shareholders or noteholders. The Insurance
Business Act specifies the types of businesses in which insurance companies may engage and
requires insurance companies to maintain specified reserves and a minimum solvency margin ratio,
which is a regulatory measure of capital adequacy calculated by dividing the solvency margin (net
assets (less certain items), plus unrealized gains on assets, subordinated debt and other items) by a
quantified measure of total risk. The FSA has broad regulatory powers over our insurance businesses,
including the authority to grant or revoke operating permissions, suspend operations, request
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information and conduct rigorous onsite inspections of books and records. We generally must also
receive FSA approval for the sale of new insurance products and for changes to the pricing terms of
our products. We are also subject to certain regulatory restrictions as a principal shareholder of
Rakuten Life Insurance and Rakuten General Insurance, under which the FSA may request the
submission of reports or materials from, or may conduct inspections of, us in certain circumstances,
and may order us to take such measures as the FSA deems necessary under certain limited
circumstances.

Rakuten Wallet

Since April 2019, users of Rakuten Wallet have been able to purchase a selection of
cryptocurrency assets, and in March 2020 we launched a cryptocurrency asset margin trading service
following our registration as a Type 1 Financial Instruments Business under the Financial Instruments
and Exchange Act. Because cryptocurrencies are an emerging field, the legal framework applicable to
our cryptocurrency business, including regulations and tax treatment, is likely to continue to evolve and
could result in additional compliance costs, tax increases or restrictions in the scope of our operations.
Additionally, Rakuten Wallet conducts identity verification and maintains transaction records in
accordance with the Act on Prevention of Transfer of Criminal Proceeds, but any failures to maintain
compliance could result in penalties from the supervising authorities.

For further details regarding the effects of these regulations on our FinTech segment, see
“Supervision and Regulation—FinTech Segment.” We believe we are in material compliance with these
laws and regulations, but any amendments to these laws and regulations, any new laws or regulations
or any unfavorable judicial or administrative interpretation or implementation of the laws and
regulations, could materially and adversely affect our business, financial condition and results of
operations due to increased compliance-related expenses or any other impacts that prompt us to
discontinue any of our businesses. Furthermore, failure to comply with these laws and regulations and
any amendments thereto, any new laws or regulations or any judicial or administrative interpretation or
implementation of these laws and regulations, could result in regulatory investigations, penalties,
business improvement orders, suspension or cancellation of business licenses, authorization or
registration or other adverse consequences that could result in the termination of our businesses.

The volume of our trading activities are heavily influenced by trends in securities and
cryptocurrency markets in Japan.

The principal source of revenue for our online securities business is brokerage commissions on the
execution of customer trades and revenue from customers’ margin trading. Our online securities
business is significantly affected by fluctuations in trading volume and price levels of securities
transactions, particularly Japanese equity securities. If there is a downturn in the Japanese securities
markets in the future, the volume of trades that we execute could decline, resulting in lower brokerage
commissions. In addition, a downturn in the Japanese securities market would negatively affect margin
trading, which in turn would negatively affect revenue we generate from margin loans extended to our
users. The securities we hold as collateral are subject to fluctuations in trading price based on general
economic conditions, factors specifically affecting the issuer of the securities or other factors. There is
no assurance that the value of the securities held as collateral will be sufficient to cover the outstanding
principal if there are defaults under our margin loans. Additionally, cryptocurrency prices and
transaction demand can fluctuate significantly within a short period of time and such movements often
do not correlate with general economic conditions, making it difficult to anticipate demand for the
trading services offered by Rakuten Wallet for a certain period. In the event that demand for
cryptocurrency transactions decreases during a certain period, our business, financial condition and
results of operations may be adversely affected. With regard to the ongoing COVID-19 pandemic,
there has been an increased level of volatility in financial markets both in Japan and globally. If such
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volatility were to negatively affect demand for our trading activities, our results of operations could be
adversely affected.

We are exposed to liquidity risk.

We must manage liquidity in order to maintain our ability, and confidence in our ability, to meet our
obligations in our financial services businesses. We are primarily exposed to liquidity risk in the
following businesses:

» Rakuten Card. Rakuten Card requires liquidity to fund credit card settlement payments and
other obligations and raises funds through securitization transactions, in which Rakuten Bank
invests, and borrowings from other financial institutions to meet its liquidity needs. As a result,
our liquidity would be adversely affected if we became unable to sell our securitized instruments
or if we are unable to obtain sufficient funding from third-party sources.

* Rakuten Bank. Rakuten Bank requires liquidity to fund customer withdrawals and other
obligations in our banking business. Due to the reliance of Rakuten Bank on deposits for funding
liquidity, Rakuten Bank could be adversely affected due to unexpected deposit outflows in
response to market conditions or negative developments specifically affecting Rakuten Bank.
Due to the convenience and speed of online banking services, including withdrawals of ordinary
and fixed-term deposits and online fund transfers to other institutions, deposit outflows may
occur more rapidly than would be the case for traditional banks. In addition, the liquidity of
Rakuten Bank could also be impaired if the market liquidity of the assets held by Rakuten Bank
decreases significantly due to difficulties in the financial markets or other factors.

» Rakuten Securities.  Rakuten Securities holds securities as collateral in extending margin loans
to our customers. If the market for the securities is not sufficiently liquid, we may be unable to
sell the securities at a price sufficient to cover the principal of our outstanding loans or at all.

» Insurance. Rakuten Life Insurance and Rakuten General Insurance require liquidity to fund
anticipated benefits, claims and surrender and other payments in our life insurance and general
insurance businesses. If Rakuten Life Insurance or Rakuten General Insurance requires
significant cash on short notice due to unanticipated policy payments, natural disasters that
increase claims in excess of reinsurance and catastrophe reserves or other factors, Rakuten Life
Insurance or Rakuten General Insurance, as applicable, could be forced to liquidate assets on
unfavorable terms.

The credit evaluation of our financial services businesses by market participants and rating
agencies could also be negatively affected by a decline in the creditworthiness of Rakuten Group, Inc.
at the parent level. In addition, a certain portion of our assets, such as our loans and real estate, are
generally illiquid and, if we are forced to liquidate such assets, our financial condition and results of
operations could be adversely affected.

Our banking business and securities business are subject to foreign exchange risk.

The investment portfolio of Rakuten Bank includes securities denominated in foreign currencies,
such as foreign government and corporate bonds, and Rakuten Bank holds foreign currency deposits
and securities. We manage a portion of our exchange rate risk by funding foreign currency investments
with deposits in the same currency and entering into hedging arrangements for foreign currency
investments that are not funded in the same currency. However, there is no assurance that our efforts
to manage foreign currency risk will be completely effective. Unfavorable changes in foreign exchange
rates could have an adverse effect on the value of these securities and could adversely affect our
results of operations and financial condition.
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Rakuten Securities is also exposed to foreign exchange risk in its foreign exchange trading
services. Fluctuations in currency exchange rates could affect the value of the currencies traded and
the cash collateral held by us. Cash collateral held by us may become insufficient to cover the amounts
due to us from customers as a result of foreign exchange fluctuations.

Our Rakuten Wallet business is subject to risks related to protection and maintenance of
customer funds and assets.

Through our Rakuten Wallet service, customers are able to deposit funds in Japanese yen and
purchase a selection of cryptocurrency assets. Customer funds are held in bank deposits through trust
accounts, and a portion of cryptocurrency assets are held in offline storage, referred to as “cold
wallets.” In order to secure customer funds and assets, Rakuten Wallet requires two-step
authentication for customers to login, withdraw and transfer funds and assets. Additionally, Rakuten
Wallet maintains security protocols and infrastructure to protect customer funds and assets from
cyberattacks. However, if such risk management measures do not function effectively and any
customer funds or assets are lost due to cyberattacks or technical failures, our brand, reputation,
business, financial condition and results of operations could be adversely affected.

Our risk management policies and procedures may not adequately protect us from unidentified
or unanticipated risks.

Rakuten Card, Rakuten Bank, Rakuten Securities, Rakuten Life Insurance, Rakuten General
Insurance, Rakuten Payment and Rakuten Wallet have organized risk management policies and
procedures to address a range of risks, including market risk, credit risk, liquidity risk, counterparty risk
and a variety of other risks. Many of our methods of managing risks and exposures are based on our
use of observed historical market behavior or statistics based on historical data. We may not be able to
use those methods to accurately predict future losses, which could be significantly greater than
indicated by the relevant historical data. Other risk management methods depend in part on our
evaluation of publicly available information regarding markets, customers or other matters, and such
information may not always be accurate, complete, up-to-date or properly evaluated. In addition, our
risk management procedures depend in part on information gathered from numerous other sources,
and errors may be introduced during the process of gathering and compiling such information. In
addition, operational risk is inherent in our business and can manifest itself in various ways, including
inappropriate internal processes, human error, employee misconduct, systems malfunction and other
internal or external factors. Management of operational risk requires, among other things, policies and
procedures to properly record, verify and inspect a large number of transactions and events, and our
policies and procedures may not be entirely effective. Any failure or ineffectiveness of our risk
management policies or procedures could materially and adversely affect our business, financial
condition and results of operations.

As we expand our product and service offerings, our customer base and our transaction volume,
we may have difficulty achieving the administrative, systems and risk management improvements
necessary to manage the risks associated with new business activities and increased scale. The risk
management policies and procedures we adopt may not be effective in preventing losses related to the
various types of risks that we face in our businesses. Failure or ineffectiveness of these policies and
procedures could materially and adversely affect our business or result in losses.

Risks Relating to Our Mobile Segment

We may face further losses, delays or cost increases as we continue to invest in our MNO
network.

Rakuten Mobile launched commercial services on its MNO network in April 2020. However, we are
still in the process of expanding the network’s coverage through base stations and other related
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infrastructure. During the year ended December 31, 2020, segment loss for our Mobile segment
steadily increased due to our growing investments in infrastructure, with segment loss of ¥36.6 billion,
¥54.0 billion, ¥61.0 billion and ¥75.4 billion for the three-month periods ended March 31, 2020,

June 30, 2020, September 30, 2020 and December 31, 2020, respectively. The initial development
plan for Rakuten Mobile’s MNO network that we submitted to the Japanese regulatory authorities
targeted 96% population coverage for our 4G network by March 31, 2026, but we have undertaken
initiatives to accelerate this expansion to achieve our target population coverage by summer 2021. In
order to improve quality with a higher density of base stations and to respond to the expected increase
in users, we plan to construct a total of approximately 44,000 4G outdoor base stations (as compared
to the initially planned 27,397 base stations). We expect the total capital investments for coverage
infrastructure to consist of approximately ¥200 billion for 5G-related infrastructure expenses and
approximately ¥600 billion for 4G-related infrastructure expenses as well as investments to improve the
density of base station coverage for our 4G network that we expect to result in additional expenses of
approximately 30-40% of such 4G-related infrastructure expenses. Our total cumulative capital
investments in the Mobile segment since the year ended December 31, 2018 have been approximately
¥532 billion, which includes ¥126 billion of right-of-use assets, funded with the corresponding lease
liabilities and accounted for in accordance with IFRS 16. We plan to fund the capital investments
through a combination of self-funding by Rakuten Mobile from asset financings, including lease
financings and securitization of receivables, and capital injections to Rakuten Mobile from Rakuten
Group, Inc., which includes the proceeds of our ¥182 billion domestic subordinated bond issuance in
2018 and our ¥120 billion domestic subordinated bond issuance in 2020, the proceeds from the third-
party allotments completed on March 29 and March 31, 2021 and a portion of the proceeds of this
offering and the concurrent offering of the Euro notes. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Recent Developments—Capital Raised Through Third-
Party Allotments of Shares,” “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Recent Developments—Capital Investments in Rakuten Mobile’s MNO
Network” and “Use of Proceeds.”

There can be no assurance that we will be successful in achieving our population coverage target
by summer 2021, whether due to construction delays, unexpected coverage gaps, technical difficulties,
insufficient funding or other reasons. We currently expect that Rakuten Mobile will become profitable
by the end of the year ending December 31, 2023, but there can be no assurance that we will be
successful in acquiring and retaining customers, reducing capital investments and improving
profitability on that timeline or at all. In the event that we are unable to control and reduce segment loss
of our Mobile segment in the future, our business, financial condition and results of operations may be
adversely affected.

Because Rakuten Mobile’s MNO network is the world’s first end-to-end, fully virtualized, cloud-
native mobile network and allows for high-speed 5G coverage in certain areas, we may encounter
unexpected technical difficulties as the number of users and coverage area increases. In the event that
our MNO network experiences technical issues, the anticipated revenues from our MNO business may
not be achieved, which could negatively impact our business, financial condition and results of
operations. Additionally, we may encounter unexpected costs, and the sources and types of financing
for such expenditures, such as forms of non-recourse asset-backed financing by Rakuten Mobile, may
change from our original plan submitted to the MIC or may prove to be more challenging to obtain,
depending on our and Rakuten Mobile’s financial performance and other factors, which could in turn
necessitate an increase in our debt that is senior to or pari passu with the notes.

Rakuten Mobile’s service plans and limited network coverage may cause us to lose customers
to our competitors.

Beginning on April 1, 2021, Rakuten Mobile began offering a service plan called Rakuten
UN-LIMIT VI, which offers data plans of 0-1GB, 1-3GB and 3-20GB at prices of ¥0, ¥980 and ¥1,980

54



per month, respectively, as well as an unlimited data plan for ¥2,980 per month. Rakuten Mobile’s
previous service plan, Rakuten UN-LIMIT V, was based on a single service plan structure that provided
unlimited data and unlimited domestic voice over IP (“VolP”) calls through the Rakuten Link app for a
monthly fee of ¥2,980. Until April 7, 2021, for the first three million customers for our UN-LIMIT service,
we offered an introductory campaign that waived the monthly fee for the first year of service. In part
due to the success of this campaign, we were able to increase the number of applications for new
subscribers from an accumulated total of approximately 1 million as of the end of June 2020 to over

3 million as of March 9, 2021 and over 3.9 million as of April 8, 2021. On April 8, 2021, we announced
a new campaign that waives the first three months of UN-LIMIT VI fees for new Rakuten Mobile
subscribers. However, despite the introduction of this new campaign, the pace of new subscriber
applications may decrease. Additionally, we offer our MNO service through an untied contract under
which customers’ devices are SIM-lock free with no minimum subscription periods or cancellation
charges. Accordingly, we are subject to the risk that customers may cancel their service when the free
campaign period ends or may otherwise switch to our competitors’ networks in the future.

Additionally, as of December 31, 2020, our Rakuten Mobile base stations provided 4G network
coverage for approximately 70% of the Japanese population. If we are unable to secure agreements
with land owners to install necessary base stations, we may be unable to expand our coverage area as
planned or may incur additional costs. High-speed data usage within our MNO network coverage area
is unlimited, while monthly high-speed data usage is limited to 5GB for domestic roaming usage on
KDDI CORPORATION’s au 4G mobile network and 2GB on international partner networks, with data
usage over these thresholds subject to lower speeds. If our competitors’ networks provide wider or
higher quality coverage, including 5G, higher data caps or higher minimum speeds, our customers may
decide to switch to a competitor's network. In the event that we are unable to retain paying customers
after the free introductory campaign ends or if our customers choose to switch to a competitor’s
network for other reasons, our business, financial condition and results of operations may be adversely
affected.

Our MNO business relies heavily on regulatory frameworks as well as agreements with and
support from third parties.

Although we believe our MNO network has certain advantages over the MNO networks of our
competitors, such as a reduction in latency delays due to edge computing technology, these
advantages generally only apply in circumstances where our customers are connected to Rakuten
Mobile’s base stations. Outside of these areas, our customers rely on access to KDDI
CORPORATION’s au 4G mobile network. Although we have entered into a partnership with KDDI
CORPORATION which provides these roaming services to our customers, an unexpected termination
of this partnership or a degradation of our business relationship with KDDI CORPORATION that
resulted in a loss of roaming services would significantly reduce the value of the services to be
provided to customers by our MNO business. Additionally, we have entered into infrastructure access
and utilization agreements with certain of Japan’s regional power companies, such as our agreements
with TEPCO, Chubu Electric Power Company, Incorporated and Hokuriku Electric Power Company,
which allow us to utilize such companies’ transmission towers, utility poles, telecommunication towers,
rooftop facilities and other equipment for our network of base stations for our MNO business. In the
event that we were no longer able to install our base stations on such companies’ existing
infrastructure, our ability to provide base station access to our customers could be adversely affected.
To the extent that deteriorations in our relationships with KDDI CORPORATION, Japan’s regional
power companies or our equipment suppliers were to impact our ability to provide expected services to
our customers, our business, financial condition and results of operations could be adversely affected.
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The growth of our MNO business will depend on the satisfactory performance of our network
systems and sufficient allocation of spectrum to operate the MNO network.

The growth of our MNO network depends on, among other things, the satisfactory performance of
our network systems and the spectrum that the government allocates to us. In order to remain
competitive and retain and grow the customer base of our MNO network, we must undertake
continuous maintenance and upgrades to our mobile and fixed-line networks to ensure adequate
network capacity and capability and to protect against disruptions. In the event of a slowdown or
disruption of services that affects steady and uninterrupted service on our MNO network, whether due
to technical difficulties, natural disasters, cyberattacks or other unexpected events, our reputation and
business may be adversely affected.

Constraints on network capacity may cause unanticipated system disruptions and slower response
times, adversely affecting data transmission. In addition, in order to continue to grow our network
capacity, we are required to accurately predict our future capacity needs based on present and
historical amounts of network traffic. If we underestimate the amount of network capacity required for
our MNO business, or if we are unable to upgrade our network systems quickly enough to
accommodate future traffic levels, our reputation may be harmed and we could lose customers and
encounter difficulties in acquiring new customers or may need to make unanticipated additional capital
investments.

In areas where customers have direct access to our MNO network through our base stations, the
quality of our network depends, among other things, on the spectrum that the government has
allocated to us. Although we have been allocated spectrum for the 1.7 GHz frequency band for our 4G
network and the 3.7 GHz and 28 GHz frequency bands for our 5G network, we may need to secure
additional spectrum in the future if the level of traffic on our MNO network increases significantly. If we
are unable to secure the required spectrum in the future, the quality of our MNO network may decline
relative to our competitors, or we may be unable to develop and enhance our network as planned,
which could make it difficult to acquire or retain customers, and this may be exacerbated if our
competitors receive more favorable spectrum allocations than we do. There is also the possibility that
fee payment commitments may be required in the future in order to receive allocations, or that a
spectrum auction system may be implemented. In such circumstances, we may be required to make
additional unexpected expenditures, which may adversely affect our business, financial condition and
results of operations.

We purchase and lease various equipment, products and services from suppliers for the
operation of our MNO network, and our inability to procure such equipment, products or
services or defects therein could adversely affect our business.

We procure telecommunications equipment, network devices and various other hardware,
software, support and services from various suppliers. In particular, we rely upon certain key suppliers
such as Nokia Corporation, Cisco Corporation and NEC Corporation to supply the network equipment
for our MNO business. Although we generally expect our suppliers to supply their products and
services free of defects in a timely manner and in sufficient volume in accordance with our agreements
with such suppliers, we may be unable to switch suppliers or equipment in a timely or cost-efficient
manner in case problems occur. We do not have direct operational or financial control over these key
suppliers, and there can be no assurance that such suppliers will continue to provide equipment and
services at attractive prices or that we will be able to obtain such equipment and services in the future
from those or other providers, on the scale and within the time frames that we require, if at all. Our
contractual arrangements with these counterparties also expose us to certain risks. We may not be
able to reach commercially reasonable agreements on the procurement of equipment, installation and
maintenance of telecommunications equipment or other key aspects of our MNO business, or maintain
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acceptable commercial terms to such agreements over time. Supply interruptions, delivery delays,
order volume shortfalls, defects and the cessation of installation, maintenance and inspection services,
or any other similar problems could impede our provision of services, making it difficult to acquire and
retain customers, or causing us to incur additional costs, such as additional maintenance-related
capital investments or equipment replacement costs. Suppliers may also cease providing the
installation, maintenance and inspection services necessary to maintain performance of their supplied
equipment. Any of the foregoing consequences could have a material adverse effect on our business,
financial condition and results of operations.

Our mobile messaging and VolP communications business faces significant challenges.

The messaging and VolIP industry is rapidly expanding, and there are a number of major
competing services that have achieved widespread use in certain markets, such as Skype, LINE,
Facebook Messenger, WeChat, KakaoTalk and WhatsApp. If we fail to maintain and grow our user
base due to intense competition or our failure to provide competitive features and a seamless user
experience, our active user base could decline. In addition, the expansion of our MNO business may
result in a decrease of active users for Rakuten Viber if users prefer to use our MNO service instead of
the VolP services provided by Rakuten Viber. Any decline in our user base could materially affect our
online messaging and communications business because the business model necessarily depends on
building user communities that actively use our service and recommend it to new users. In addition, our
messaging and communications business currently operates at a loss, and our results of operations
will continue to be affected to the extent that we cannot achieve profitability for this business.

If our Rakuten Communications Platform does not expand and develop as we expect, our
business, financial condition and results of operations could be adversely affected.

As part of our efforts to expand the international reach of our Mobile business, we announced the
opening of a headquarters in Singapore in June 2020 for our Rakuten Communications Platform. This
business targets customers such as telecom companies, government organizations and other
enterprise customers around the world with the objective of deploying fully virtualized cloud-native
network services using the experience and expertise that we have acquired through the development
of Rakuten Mobile’s MNO network in Japan. However, our Rakuten Communications Platform
business is still in its early stages, and may not expand and develop as we expect, and we may
encounter delays due to obstacles such as technical difficulties, regulatory clearances and changes in
the needs of our target customers. Any such obstacles or resulting changes to our development plans
may result in cost increases or delays in the development and monetization of our Rakuten
Communications Platform business, which may adversely affect our business, financial condition and
results of operations.

Our retail electricity supply business is subject to the risk of power price fluctuations.

As part of our Mobile segment, Rakuten Energy operates in the retail electricity supply market to
provide power plans to retail customers based on a unit cost fee structure that varies with the level of
energy consumption. In order to provide electricity to retail customers, Rakuten Energy procures power
from the wholesale power trading market, which is subject to price fluctuations. Rakuten Energy enters
into fixed rate power procurement contracts for a portion of the power it procures, but that can be no
assurance that these contracts will be sufficient to mitigate the effects of fluctuating power prices. In
the event of significant fluctuations in power prices, our business and results of operations may be
adversely affected.

Our digital contents businesses are subject to various risks.

We engage in a number of digital contents businesses, including our e-book business, our video
streaming services and our music streaming services. Many of our digital contents businesses are
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early-stage businesses or businesses operating in emerging industries that are currently operating at
losses. In addition, procuring digital contents for our businesses is subject to various costs, including
costs related to format conversion as well as licensing fees and advance payments to licensors where
applicable. If we fail to monetize our digital contents businesses by generating sufficient revenue from
sales of such digital contents, we could continue to incur losses, which would adversely affect our
results of operations. In particular, we may face challenges developing and expanding our digital
contents businesses in more mature markets with established competitors, such as the United States.
Rakuten TV produces original content for our video streaming services, including films and
documentaries, certain of which are also concurrently released in theaters, but the market for original
video content is highly competitive and there can be no assurance that our original content will reach a
sufficient audience or secure secondary usage fees to recoup production costs.

We depend on licensed content from third parties for substantially all of the content in our digital
contents businesses. For example, in our e-book business, we depend on licensed content from
publishers to sell and distribute on our e-book platform. In our video and music streaming services, we
similarly enter into licenses for video and music content. If we are unable to secure licensed content
that is popular with our users under acceptable terms, or if competing services are more successful at
providing a larger and more attractive selection of content, our competitiveness could be adversely
affected and the number of active users on, and revenue from, our service could decline. In addition,
we may be subject to legal claims for infringement of intellectual property rights. We compete to attract
users to our digital contents businesses, and if we are unable to provide an attractive user interface
and features or fast and reliable content delivery, our active user base could decline.

Risks Relating to the Notes
The market for the notes may have limited liquidity.

Although approval in-principle has been received for the listing of the notes on the Singapore
Exchange, there can be no assurance that any liquid markets for the notes will ever develop or be
maintained. The initial purchasers have advised us that they currently intend to make a market in the
notes following the offering. However, the initial purchasers have no obligation to make a market in the
notes and they may stop at any time. Furthermore, there can be no assurance as to the liquidity of any
markets that may develop for the notes or the prices at which you will be able to sell your notes, if at
all.

Future trading prices of the notes will depend on many factors, including:

* prevailing interest rates;

« our financial condition and results of operations;

+ the then-current ratings assigned to the notes;

» the market for similar securities; and

» general economic conditions.

Any trading markets that develop would be affected by many factors independent of and in addition

to the foregoing, including the outstanding amount of the notes and the level, direction and volatility of
market interest rates generally.

In addition, in the event that our obligations in connection with maintaining the listing of the notes
on the Singapore Exchange become unduly burdensome, we may be entitled to, and may decide to,
delist the notes from the Singapore Exchange and seek an alternate listing for the notes on another
securities exchange.
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The notes will be perpetual securities, and there are no optional or mandatory redemption or
other features of the notes triggered by a change of control.

The notes will be perpetual securities in respect of which there is no fixed maturity date by which
we would be under obligation to redeem the notes. See “Description of the Notes—Maturity and
Redemption.” The notes are not subject to any optional or mandatory redemption or other features
triggered by a change of control.

Our obligations under the notes are subordinated, and will be terminated completely upon the
occurrence of a Claim Rights Termination Event.

Our obligations under the notes will be unsecured and subordinated. Although subordinated debt
securities, such as the notes, may pay a higher rate of interest than comparable debt securities which
are not subordinated, there is a risk that an investor in subordinated securities such as the notes will
lose all or some of its investment should we become insolvent.

Upon the occurrence of a Subordination Event (liquidation proceedings (seisan tetsuzuki) or
bankruptcy proceedings (hasan tetsuzuki) under Japanese law and analogous proceedings in other
jurisdictions, all as more particularly described in “Description of the Notes”), our obligations pursuant
to the notes will be subordinated in right of payment (except as otherwise provided by mandatory
provisions of law) to all Senior Obligations, rank substantially pari passu with all Parity Obligations and
rank senior to all Junior Obligations. So long as such Subordination Event continues, no payment will
be made with respect to such note unless and until the relevant Subordinate Payment Conditions have
been satisfied, and to the extent any Senior Preference Shares (as defined in “Description of the
Notes”) are then outstanding, the holder of such note shall only be entitled to the Subordination Claim
Amount (which shall be the amount payable by us in respect of each note (in lieu of any other payment
by us), which shall be the amount, if any, as would have been payable to the holder of such note if, on
the day prior to the commencement of the relevant Subordination Event, and thereafter, such holder
were the holder of a Senior Preference Share having an equal right to a return of assets on the
occurrence of the relevant Subordination Event, and so ranking pari passu with, the holders of Parity
Obligations, but ranking junior to the claims of holders of all Senior Obligations (except as otherwise
provided by mandatory provisions of law), on the assumption that the amount that such holder was
entitled to receive in respect of each Senior Preference Share on a return of assets on the occurrence
of such Subordination Event, were an amount equal to the principal amount of the relevant note and
any accrued and unpaid interest and any outstanding Arrears of Interest). The Subordinate Payment
Conditions provide that all Senior Obligations must be paid in full, or satisfied in full through some other
means, pursuant to the relevant order, plan, scheme or other structure adopted pursuant to the
relevant proceedings before any payment on the notes may be made, all as more particularly
described in “Description of the Notes.” Notwithstanding the foregoing, no amount in respect of the
notes shall, merely as a result of the commencement of rehabilitation proceedings, reorganization
proceedings or analogous proceedings under any non-Japanese law, be or become payable sooner
than the same would otherwise have been or become payable by us had no such proceedings been
commenced (see “—Japanese insolvency laws may be different from, and not as favorable to you as,
insolvency laws in other jurisdictions”).

In addition, upon the occurrence of a Claim Rights Termination Event (reorganization proceedings
(kaisha kousei tetsuzuki) or rehabilitation proceedings (minji saisei tetsuzuki) under Japanese law and
analogous proceedings in other jurisdictions, all as more particularly described in “Description of the
Notes”), the holders of the notes will be deemed to have irrevocably waived their right to claim or
receive, and will not have any rights against us, the Trustee or the Paying Agent with respect to,
payment of principal, any interest, Arrears of Interest or Additional Amounts, except for any payments
of any interest, Arrears of Interest or Additional Amounts that have become due and payable prior to
the occurrence of the Claim Rights Termination Event.
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We have the right to defer interest payments on the notes.

We may, at our discretion, elect to defer all or part of any payment of interest on the notes. See
“Description of the Notes—Optional Interest Deferral.” While the deferral of payment of interest
continues, we are not prohibited from making payments on any instrument ranking senior to the
relevant notes or on certain instruments ranking pari passu with the relevant notes and, in such event,
the holders of such notes are not entitled to claim immediate payment of interest so deferred. Any such
deferral of interest payment shall not constitute a default for any purpose unless such payment is
required in accordance with the terms of the notes.

Any deferral of interest payments is likely to have an adverse effect on the market price of the
relevant notes. In addition, as a result of the interest deferral provision of the notes, the market price of
the notes may be more volatile than the market prices of other debt securities on which original issue
discount or interest accrues that are not subject to such deferrals and may be more sensitive generally
to adverse changes in our financial condition.

The notes may not be redeemed unless and until all outstanding Arrears of Interest in respect of
the notes are satisfied in full, on or prior to the date set for the relevant redemption.

Holders have limited remedies in the event that we do not pay interest on the notes.

The terms of the notes provide that the notes will be perpetual securities and there is, therefore, no
obligation on us to repay principal on any given date. In addition, payments of interest on the notes
may be deferred in accordance with the terms of the notes and we will not be obligated to pay interest
other than in the limited circumstances described in “Description of the Notes.”

Non-payment of principal or interest will not constitute an event of default under the notes.
Amounts under the notes will become payable only upon an acceleration of the notes, as described in
the next sentence. If a Subordination Event occurs, the Trustee may, or if so requested by the holders
of not less than 25% in aggregate principal amount of the notes then outstanding shall, by written
notice to us declare the principal of, premium, if any, and all interest then accrued on the notes to be
forthwith due and payable upon receipt of such notice by us. Immediately upon delivery of such notice,
the notes shall become immediately due and payable, subject to the subordination provisions.

Modification and waiver may bind all holders of the notes.

The terms of the notes will contain provisions allowing holders of the majority of the aggregate
principal amount of the notes to waive or modify certain of their terms or certain terms of the Indenture
in agreement with us.

The relevant terms of the notes will also provide that the Trustee may, without the consent of the
relevant holders, agree with us to (i) any modification of the terms of the notes or of any other
provisions of the Indenture in respect of the notes which is in each case, in the opinion of the Trustee,
of a formal, minor or technical nature or is made to correct a manifest error, and (ii) any other
modification to (except as mentioned in the Indenture in respect of the notes), and any waiver or
authorization of, any breach or proposed breach by us of, any of the terms of the notes which is, in the
opinion of the Trustee, not materially prejudicial to the interests of the relevant holders (which will not
include, for the avoidance of doubt, any provision entitling the relevant holders to institute proceedings
for winding-up which is more extensive than those set out in the terms of the notes).

There is no limitation on issuing or guaranteeing debt ranking senior to or pari passu with the
notes.

There is no restriction on the amount of debt which we may issue or guarantee or any negative
pledge provisions. We and our subsidiaries and affiliates may incur additional indebtedness or grant
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guarantees in respect of indebtedness of third parties, including indebtedness or guarantees that rank
senior to or pari passu with the obligations under and in connection with the notes. If our financial
condition were to deteriorate, the holders of the notes could suffer direct and materially adverse
consequences, including loss of interest and, if we were liquidated (whether voluntarily or not), the
holders of the notes could suffer a loss of their entire investment.

The notes of each series will be subject to optional redemption by us, including upon the
occurrence of certain events.

The notes of each series will be redeemable, at our option, in whole but not in part on the relevant
First Reset Date and any Interest Payment Date thereafter at their principal amount together with any
accrued and unpaid interest up to (but excluding) the redemption date and any outstanding Arrears of
Interest.

Upon the occurrence of an Accounting Event, a Rating Methodology Event, a Substantial
Repurchase Event, a Tax Deduction Event or a Withholding Tax Event (each as defined in “Description
of the Notes”), we will have the option to redeem, in whole but not in part, the notes of each series at
the prices set out therein, in each case together with any accrued and unpaid interest up to (but
excluding) the redemption date and any outstanding Arrears of Interest. In addition, in the case of the
NC10 Notes, on any date after April 22, 2026 but prior to the First Reset Date, we may redeem any
series of notes in whole, but not in part, at the Make-whole Redemption Amount (as defined in
“Description of the Notes”).

During any period when we may elect to redeem the notes of a series, the market value of the
notes of such series generally will not rise substantially above the price at which they can be
redeemed. This also may be true prior to any redemption period.

We may be expected to redeem a series of the notes when our cost of borrowing is lower than the
interest payable on them. At those times, an investor generally would not be able to reinvest the
redemption proceeds at an effective interest rate as high as the interest payable on the notes being
redeemed and may only be able to do so at a significantly lower rate. Potential investors should
consider reinvestment risk in light of other investments available at that time.

The interest rate on the notes will reset on the relevant First Reset Date and on every relevant
Reset Date thereafter, which can be expected to affect the interest payment on the notes and the
market value of the notes.

Although the notes will earn interest at a fixed rate until (but excluding) the relevant First Reset
Date, the current market interest rate on the capital markets (the “market interest rate”) typically
changes on a daily basis. Since the initial fixed rate of interest for the notes will be reset on the relevant
First Reset Date (as defined in “Description of Notes”), and on each subsequent Reset Date, the
interest payment on the notes will also change. Holders should be aware that movements in these
market interest rates can adversely affect the price of the notes and can lead to losses for the holders
if they sell the notes.

Holders are exposed to the risk of fluctuating interest rate levels and uncertain interest income as
the reset rates could affect the market value of an investment in the notes.

Changes in rating criteria may lead to the early redemption of the notes of each series.

If as a consequence of an amendment to, clarification of or change in the assessment criteria or a
change in the interpretation thereof which becomes effective on or after the Issue Date, the notes of a
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series are no longer eligible for the same or higher category of equity credit attributed to such notes at
the date of their issue, we may redeem all (but not part) of the notes of such series as provided in
“Description of the Notes.”

Changes in Japanese tax law may lead to the early redemption of the notes of each series.

Under Japanese tax law as currently applied, it is expected that we will be entitled to claim a
deduction in respect of computing our tax liabilities in Japan in respect of our obligation to make
interest payments on the notes, and that such deduction may be set off against the profits of
companies with which we are grouped for applicable Japanese tax purposes if we adopt a
consolidated tax system. If, as a result of a Tax Law Change (as defined in “Description of the Notes”),
in respect of our obligation to make any interest payment on the next following interest payment date
on the notes of a series, (i) we would not be entitled to claim a deduction in respect of computing our
taxation liabilities in Japan, or such entitlement is reduced as compared to such entitlement as of the
Issue Date or (ii) we would not be entitled to have such deduction set against the profits of companies
with which we are grouped for applicable Japanese tax purposes, we may redeem all (but not part) of
the notes of such series. A change in Japanese tax law could also result in a Withholding Tax Event
occurring, in which case we may redeem all (but not part) of the notes of a series.

Changes in accounting principles may lead to the early redemption of the notes of each series.

If, as a result of a change in accounting principles which becomes effective on or after the Issue
Date, but not otherwise, our obligations under the notes of each series must not or may no longer be
recorded as “equity” in the next following audited annual consolidated financial statements of the
Company prepared in accordance with IFRS or any other accounting standards that we may adopt in
the future for the preparation of its audited annual consolidated financial statements in accordance with
Japanese company law, we may redeem all (but not part) of the notes of such series.

If we are unable to comply with the restrictions and covenants in our debt agreements, there
could be a default under the terms of these agreements, which could cause repayment of our
debt to be accelerated.

If we are unable to comply with the restrictions and covenants in our current or future debt and
other agreements, there could be a default under the terms of these agreements. In the event of a
default under these agreements, the holders of the debt could terminate their commitments to lend to
us, accelerate repayment of the debt and declare all amounts borrowed due and payable or terminate
the agreements, as the case may be. Furthermore, some of our debt agreements contain cross-
acceleration or cross-default provisions. As a result, our default under one debt agreement may cause
the acceleration of repayment of debt or result in a default under other debt agreements. If any of
these events occur, we cannot assure you that our assets and cash flow would be sufficient to repay in
full all of our indebtedness, or that we would be able to find alternative financing. Even if we could
obtain alternative financing, we cannot assure you that it would be on terms that are favorable or
acceptable to us. Furthermore, such acceleration with respect to other debt agreements would not
automatically trigger any requirement for us to make any payments with respect to the notes.
Moreover, a court of competent jurisdiction may institute proceedings constituting a Subordination
Event or a Claim Rights Termination Event under the notes, which may materially and adversely affect
or, in the case of a Claim Rights Termination Event, terminate, the ability of holders of the notes to
recover any amounts from us.

Japanese insolvency laws may be different from, and not as favorable to you as, insolvency
laws in other jurisdictions.

We are incorporated in Japan and, consequently, will be subject to Japanese laws and procedures
affecting debtors and creditors, such as bankruptcy, corporate reorganization, civil rehabilitation or
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special liquidation proceedings. Under the Bankruptcy Act of Japan (Act No. 75 of 2004, as amended),
a petition for the commencement of bankruptcy proceedings may be filed with a court by us or any of
our directors or creditors if we are generally and continuously unable to pay our debts as they become
due because of a lack of ability to pay or if our liabilities exceed our assets. Under the Corporate
Reorganization Act of Japan (Act No. 154 of 2002, as amended), a petition for the commencement of
corporate reorganization proceedings may be filed with a court by us or certain qualified shareholders
or creditors if it is likely that any of the grounds for bankruptcy as described above will arise, although
the rights of holders shall be limited in the manner described under “—Holders have limited remedies
in the event that we do not pay interest on the notes” and as more particularly described in “Description
of the Notes.” In addition, we may file a petition for the commencement of corporate reorganization
proceedings if it is likely that the payment of a debt which becomes due would cause serious
impediments to our continued business operations. Under the Civil Rehabilitation Act of Japan (Act
No. 225 of 1999, as amended), a petition for the commencement of civil rehabilitation proceedings may
be filed with a court by us or any of our creditors if it is likely that we face any of the grounds for
bankruptcy as described above, although the rights of holders shall be limited in the manner described
under “—Holders have limited remedies in the event that we do not pay interest on the notes” and as
more particularly described in “Description of the Notes.” A petition for civil rehabilitation may be also
filed by us if we are unable to make any payments as they become due without causing any material
obstruction to the continuation of our business. Under the Companies Act of Japan (Act No. 86 of
2005, as amended), a petition for the commencement of special liquidation proceedings may be filed
with a court by any of our creditors, liquidators, audit and supervisory board members or shareholders
if, after liquidation proceedings have commenced, circumstances exist which would seriously impede
the carrying out of our liquidation or if there exists any possibility or doubt that our liabilities exceed our
assets. The court will be required to order the commencement of bankruptcy proceedings at its
initiative if, after a special liquidation has been commenced, the court determines that there exists a
fact which constitutes a cause of commencement of the bankruptcy proceedings while: (i) there is no
prospect of entering into a settlement agreement; (ii) there is no prospect of performing a settlement
agreement; or (iii) the special liquidation conflicts with the general interest of the creditors.

Under Japanese insolvency laws, no party (including, without limitation, any director of a company)
is expressly obligated to file for the commencement of insolvency proceedings in any particular
circumstance (except that liquidators are required to file for the commencement of special liquidation
proceedings or bankruptcy proceedings in certain circumstances). However, our directors are subject
to general fiduciary duties and duties of care of a “good manager” under the Companies Act of Japan,
and may file for the commencement of insolvency proceedings when a cause for insolvency arises
(which involves the consideration of various factors). Creditors may also file for these proceedings in
the manner described above. If, based on a petition for the commencement of bankruptcy proceedings,
a court orders the commencement of such bankruptcy proceedings, a trustee in bankruptcy (hasan
kanzainin) would ordinarily be appointed to administer our operations, realize all assets belonging to
the bankruptcy estate and make distributions to creditors. If, based on a petition for the
commencement of corporate reorganization proceedings, a court orders the commencement of such
reorganization proceedings, a reorganization administrator (kousei kanzainin) would ordinarily be
appointed to take over our operations, assess all assets and liabilities, propose a reorganization plan
and, if the plan is approved by our creditors and confirmed by the court, transfer management
responsibilities to the new management under the plan. If, based on a petition for the commencement
of civil rehabilitation proceedings, a court orders the commencement of such rehabilitation
proceedings, our directors would usually remain in position (subject to supervision by a court appointed
rehabilitation supervisor (kantoku i-in)), to propose a rehabilitation plan and, if approved by our
creditors and confirmed by the court, execute the plan. If, based on a petition for the commencement
of special liquidation proceedings, a court orders the commencement of such special liquidation
proceedings, a liquidator (seisan-nin) will, under court supervision, liquidate all remaining assets and
liabilities and make distributions to creditors under a settlement agreement approved by our creditors

63



and confirmed by the court. In each such case, holders will rank junior to all Senior Obligations in the
manner set out under “—Our obligations under the notes are subordinated, and will be terminated
completely upon the occurrence of a Claim Rights Termination Event” and as more particularly
described in “Description of the Notes.”

Payments made to the holders of the notes may be avoided in insolvency proceedings (except for
special liquidation proceedings) by the bankruptcy trustee, reorganization administrator or rehabilitation
supervisor pursuant to their “right of avoidance” (hi-nin ken) as a fraudulent conveyance or voidable
preference if any payment is made under financially distressed situations.

The notes, upon a Subordination Event, are expressed to rank pari passu with all Parity
Obligations of the Company and any other unsecured subordinated bonds with interest deferrable
clause and early redeemable option (with a subordination provision) (ribarai kurinobe jyoukou kigen
zen shoukan jyoukou tsuki mu tanpo shasai (retsugo tokuyaku tsuki)) issued from time to time). Upon a
Claim Rights Termination Event, we will have no obligations whatsoever on the notes.

The ratings of the notes are subjective in nature and could be lowered.

It is expected that the notes will be assigned a rating of BB from S&P, BBB from R&I and BBB+
from JCR. Other rating agencies may assign credit ratings to the notes without solicitation from or
provision of information by us. Such ratings are limited in scope, and do not address all material risks
relating to an investment in the notes, and reflect only the subjective view of the relevant rating agency
at the time the rating is issued. There is no assurance that any credit ratings issued will remain in effect
for any given period of time or that such ratings will not be lowered, suspended or withdrawn entirely by
the rating agencies, if, in the relevant rating agency’s judgment, circumstances so warrant. In
particular, on February 18, 2021, S&P placed us on CreditWatch with negative implications, which was
extended on April 9, 2021 and which may lead to a downgrade in our issuer credit rating and the rating
on the notes. On April 12, 2021, S&P stated that its expected BB rating for the notes would be placed
on CreditWatch with negative implications, and that S&P would lower its rating for the notes to B+ or
lower in the event that S&P downgrades our credit rating from BBB- to BB+ or lower. S&P stated that it
believes there is at least a 50% chance of downgrading our credit rating from BBB- to BB+ or lower in
the three months following April 12, 2021. See “—Risks Relating to our Business Generally—If we are
unable to raise additional funds on acceptable terms in the future, due to a ratings downgrade or
otherwise, or fail to comply with financial covenants applicable to our borrowings, our business,
financial condition and results of operations could be adversely affected.” A downgrade or potential
downgrade in existing ratings or the assignment of new ratings that are lower than existing ratings
could result in reclassification of the notes from investment grade, reduce the population of potential
investors in the notes and adversely affect the price and liquidity of the notes. A rating is based upon
information furnished by us or obtained by the rating agency from its own sources and is subject to
revision, suspension or withdrawal by the rating agency at any time.

The notes are unsecured obligations.

The notes are unsecured obligations and repayment of the notes may be compromised if, among
other things:

» we enter into bankruptcy, liquidation, rehabilitation or other winding-up proceedings;
» we default in payment of our secured indebtedness or other unsecured indebtedness; or
 any of our indebtedness is accelerated.

If any of these events occurs, then our assets may be insufficient to pay amounts due on the
notes.
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The Indenture and the notes contain only very limited restrictions on our ability to pledge our
assets.

The Indenture and the notes do not contain any financial covenants and contain only very limited
restrictions on our ability to pledge assets to secure other indebtedness. These or other actions by us
could adversely affect our ability to pay amounts due on the notes.

The notes are subject to transfer restrictions.

Notes will not be registered under the Securities Act or any state securities laws and may not be
offered or sold within the United States or to, or for the account or benefit of, U.S. persons, except to
QIBs in reliance on the exemption provided by Rule 144A, or pursuant to another exemption from, or in
another transaction not subject to, the registration requirements of the Securities Act and in
accordance with applicable state securities laws. In addition, subject to the conditions set forth herein
and in the Indenture, the notes may be transferred only if the principal amount of the notes transferred
is at least $200,000. For further discussion of the transfer restrictions applicable to the notes, see
“Transfer Restrictions.”
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USE OF PROCEEDS

We estimate that the net proceeds that we will receive from the offering of the notes will be
approximately $1,721 million, after deducting estimated initial purchasers’ discounts and estimated
offering expenses payable by us. We intend to use the net proceeds from the sale of the notes,
together with the net proceeds from the offering of the Euro notes, primarily to fund capital investments
for our mobile business, with the remainder to be used for general corporate purposes, including
repayment of short-term debt over time as it comes due and potential repurchases of existing
subordinated bonds. See “Management’s Discussion and Analysis of Financial Condition and Results
of Operations—Recent Developments—Capital Investments in Rakuten Mobile’s MNO Network.”
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CAPITALIZATION

The following table sets forth our consolidated capitalization as of December 31, 2020 on an actual
basis and on an as adjusted basis to give effect to (i) the offering and sale of the notes and the Euro
notes and (ii) the third-party allotments (consisting of 139,737,600 newly issued shares and 71,918,900
treasury shares) completed on March 29 and March 31, 2021 for which we received aggregate
proceeds of ¥242.3 billion (see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Recent Developments—Capital Raised Through Third-Party Allotments of
Shares”).

The information in the table below should be read together with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and the consolidated financial statements
and related notes included elsewhere in this offering circular.

As of December 31, 2020
Actual As adjusted
(in millions of yen)

Short-term debt:

Bonds and borrowings (current portion) . ............. ... o oo ¥1,136,303 ¥ 1,136,303

Long-term debt:

Bonds and borrowings (non-current portion). .............. .o 1,351,154 1,351,154
Total indebtedness ... 2,487,457 2,487,457

Equity:

Common stock() L. 205,924 285,924

Authorized—3,941,800,000 shares
Issued—1,434,573,900 shares (1,574,311,500 shares as adjusted)

Capital surplus(). . ..o 227,844 305,432
Retained earnings . . . ... .o 290,449 290,449
Treasury StOCK(. . ... e (84,941) (182)
Other components of equity ...... ... (30,538) (30,538)

Total equity attributable to owners of the company® ................. 608,738 851,085
BUro NOtES() | — 126,160
Subordinated notes offered hereby® . ....... ... .. i — 180,600
Non-controlling interests ... i 20,276 20,276

Total equUItY . . ..o 629,014 1,178,121
Total capitalization and indebtedness .. ........................... ... ¥3,116,471 ¥ 3,665,578
Notes:

(1) The “as adjusted” figures as a result of the third-party allotments are based on provisional amounts.

(2) Euro amounts translated into yen have been translated at the rate of ¥126.16 = €1.00, the rate as of December 31, 2020 as
reported by Bloomberg L.P.

(3) Dollar amounts translated into yen have been translated at the rate of ¥103.20 = $1.00, the rate as of December 31, 2020 as
reported by Bloomberg L.P.

Other than as described above, there has been no material change in our consolidated
capitalization and indebtedness since December 31, 2020.
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SELECTED FINANCIAL AND OTHER DATA

Consolidated financial information as of and for the years ended December 31, 2018, 2019 and
2020 is derived from and should be read together with our audited consolidated financial statements,
which are included elsewhere in this offering circular. Consolidated financial information as of and for
the years ended December 31, 2016 and 2017 is derived from our consolidated financial statements
not included in this offering circular. Financial information of Rakuten Group, Inc. on a stand-alone
basis as of and for the years ended December 31, 2016, 2017, 2018, 2019 and 2020 is derived from
financial data used in the preparation of our consolidated financial statements. Effective from
January 1, 2018, we adopted IFRS 9 (2014), Financial Instruments, and effective January 1, 2019, we
adopted IFRS 16, Leases. As a result, our financial information as of and for the years ended after the
dates of adoption may not be directly comparable with our financial information for prior periods.

As of and for the year ended December 31,("
2016 2017 2018 2019 2020
(in millions of yen, except ratios)

Selected Statement of Income Data:

Revenue:
Internet Services segment......... ¥ 560,555 ¥ 596,923 ¥ 638,763 ¥ 743,266 ¥ 820,115
FinTechsegment................. 296,066 345,187 424,488 486,372 576,195
Mobile segment .................. — 67,481 127,777 169,054 227,142
Adjustments® . ................... (74,705)  (65,117)  (89,548) (134,760) (167,914)
Total ... 781,916 944,474 1,101,480 1,263,932 1,455,538
Operating eXpenses. . ............o.o.... 677,063 837,550 1,027,753 1,266,902 1,579,630
Otherincome. ..o, 5,323 51,096 120,634 86,901 54,483
Otherexpenses. .........coovvvvvnnn. 6,305 6,009 23,936 11,186 24,240
Impairment loss®..................... 25,359 2,667 4,168 4,641 7,591
Operating income (I0SS) . .............. 78,512 149,344 170,425 72,745 (93,849)
Financial income...................... 256 410 954 3,642 60,150
Financial expenses ................... 3,501 3,323 4,132 9,027 79,607
Share of income (loss) of associates
and joint ventures® ................. (809) (8,349) (1,824) (111,918) (37,710
Income (loss) before income tax........ 74,458 138,082 165,423 (44,558) (151,016
Income tax expense (benefit) .......... 36,023 27,594 23,534 (11,490) (35,178
Netincome (IosS) ..............oo... ¥ 38,435 ¥ 110,488 ¥ 141,889 ¥ (33,068)¥ (115,838
Net income (loss) attributable to owners
ofthecompany..................... ¥ 38,429 ¥ 110,585 ¥ 142,282 ¥ (31,888)¥ (114,199)
Net income (loss) attributable to
non-controlling interests . ............ 6 (97) (393) (1,180) (1,639)
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As of and for the year ended December 31,("
2016 2017 2018 2019 2020
(in millions of yen, except ratios)

Selected Statement of Financial
Position Data:

Cash and cash equivalents ............ ¥ 548,269 ¥ 700,881 ¥ 990,242 ¥1,478,557 ¥3,021,306
Accounts receivable—trade............ 117,088 128,057 181,026 222,485 243,886
Property, plant and equipment ......... 53,271 73,171 91,335 376,424 684,110
Goodwill ....... .. 358,432 356,868 353,655 355,401 356,359
Totalassets ................. ..., 4,604,672 6,184,299 7,345,002 9,165,697 12,524,438
Bonds and borrowings. ................ 711,104 1,015,781 1,234,143 1,727,096 2,487,457
Total liabilities . ....................... 3,922,182 5,500,891 6,568,795 8,428,497 11,895,424
Total equity attributable to owners

ofthecompany..................... 682,391 683,181 774,473 735,672 608,738
Non-controlling interests. .............. 929 227 1,734 1,528 20,276
Totalequity ................. ... ..... 682,490 683,408 776,207 737,200 629,014
Ratios:
Shareholders’ equity ratio® ............ 14.8% 11.1% 10.6% 8.0% 5.0%

Selected Stand-alone Statement
of Financial Position Data of
Rakuten Group, Inc.:

Cash and cash equivalents ............ ¥ 382,453 ¥ 30,895 ¥ 152,732 ¥ 180,209 ¥ 110,082
Bonds and borrowings. ................ 331,565 531,000 720,200 905,256 958,855
Totalequity ................. ... ..., 607,152 568,702 652,842 507,501 505,614
Shareholders’ equity ratio.............. 53.5% 42.5% 36.5% 25.2% 21.3%
Notes:

(1) From the year ended December 31, 2020, we reorganized certain of our businesses within the Internet Services segment
and the Mobile segment. These changes are reflected in the above table for the year ended December 31, 2020 and
amounts for the years ended December 31, 2018 and 2019 have been restated accordingly. The amounts shown in the
above table for the years ended December 31, 2016 and 2017 have not been so restated.

From the year ended December 31, 2019, the segment structure of certain subsidiaries engaged in research and
development was modified, and the method of allocating certain shared administrative costs was revised. These changes
are reflected in the above table for the years ended December 31, 2019 and 2020, and amounts for the years ended
December 31, 2017 and 2018 have been restated accordingly. The amounts shown in the above table for the year ended
December 31, 2016 have not been so restated.

From the year ended December 31, 2019, we implemented a corporate reorganization pursuant to which our group
companies were reorganized from the previous two reporting segments (Internet Services and FinTech) to three reporting
segments that included our new Mobile segment. These changes are reflected in the above table for the years ended
December 31, 2019 and 2020, and amounts for the years ended December 31, 2017 and 2018 have been restated
accordingly. The amounts shown in the above table for the year ended December 31, 2016 have not been so restated.

From the year ended December 31, 2017, we modified our standards with respect to the calculation of insurance policy
reserves. These changes are reflected in the above table for the years ended December 31, 2017, 2018, 2019 and 2020.
The amounts of segment profit (loss) shown in the above table for the year ended December 31, 2016 have not been so
restated (but the consolidated total has been so restated).

(2) Adjustments mainly include elimination of intercompany transactions and management fees.

(8) Impairment loss for the years ended December 31, 2018, 2019 and 2020 is a component of other expenses for such periods
in our consolidated financial statements.

(4) Share of loss of associates and joint ventures for the year ended December 31, 2019 includes an impairment loss of
¥102.9 billion in the value of our investment in Lyft, Inc. as a result of a significant decline in the market price of Lyft, Inc.’s
shares.

(5) Shareholders’ equity ratio = total equity / total assets.

69



For the year ended
December 31,

2016 2017 2018 2019 2020
(in millions of yen)

Non-GAAP Financial Measures(1):
Segment profit (loss):

Internet Services segment.......... ¥ 55568 ¥106,444 ¥120,207 ¥107,211 ¥ 40,114
Including: Domestic
E-commerce................ 77,509 72,146 58,494 51,503 58,192
FinTechsegment.................. 65,587 63,509 67,903 69,306 81,291
Mobile segment ................... — (6,947) (26,172) (76,524) (226,976)
Adjustments®@................. ... (1,541) 4,004 (807) (4,864) 2,904
Total non-GAAP operating
income® ................... ¥119,615 ¥167,010 ¥161,130 ¥ 95,129 ¥(102,667)
Adjusted EBITDA®:
Internet Services segment.......... ¥ 79,724 ¥125,690 ¥145,962 ¥133,880 ¥ 70,247
Includes: Domestic E-commerce
business ................... 85,300 81,908 68,819 66,832 78,313
FinTechsegment.................. 82,480 86,125 94,387 102,215 123,940
Mobile segment ................... — (2,869) (15,634) (55,017) (172,996)
Adjustments®..................... (3,614) 7,387 6,839 15,657 25,995
Total ...................L L ¥158,590 ¥216,333 ¥231,554 ¥196,736 ¥ 47,186
Notes:

(1) From the year ended December 31, 2020, we reorganized certain of our businesses within the Internet Services segment
and the Mobile segment. These changes are reflected in the above table for the year ended December 31, 2020 and
amounts for the years ended December 31, 2018 and 2019 have been restated accordingly. The amounts shown in the
above table for the years ended December 31, 2016 and 2017 have not been so restated.

From the year ended December 31, 2019, the segment structure of certain subsidiaries engaged in research and
development was modified, and the method of allocating certain shared administrative costs was revised. These changes
are reflected in the above table for the years ended December 31, 2019 and 2020, and amounts for the years ended
December 31, 2017 and 2018 have been restated accordingly. The amounts shown in the above table for the year ended
December 31, 2016 have not been so restated.

From the year ended December 31, 2019, we implemented a corporate reorganization pursuant to which our group
companies were reorganized from the previous two reporting segments (Internet Services and FinTech) to three reporting
segments that included our new Mobile segment. These changes are reflected in the above table for the years ended
December 31, 2019 and 2020, and amounts for the years ended December 31, 2017 and 2018 have been restated
accordingly. The amounts shown in the above table for the year ended December 31, 2016 have not been so restated.
From the year ended December 31, 2017, we modified our standards with respect to the calculation of insurance policy
reserves. These changes are reflected in the above table for the years ended December 31, 2017, 2018, 2019 and 2020.
The amounts of segment profit (loss) shown in the above table for the year ended December 31, 2016 have not been so
restated (but the consolidated total has been so restated).

(2) Adjustments mainly include consolidation adjustments and management fees.

(3) Non-GAAP operating income = operating income + amortization of acquisition-related intangible assets + stock-based
compensation expense + other items. For further information regarding non-GAAP operating income, including
reconciliations to the closest comparable measures presented in accordance with IFRS, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Adjusted/Non-GAAP Financial Measures—Non-GAAP
Operating Income.”

(4) Adjusted EBITDA = operating income + depreciation and amortization + stock-based compensation expense + disposal and
impairment + EBITDA adjustments. For further information regarding adjusted EBITDA, including reconciliations to the
closest comparable measures presented in accordance with IFRS, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Adjusted/Non-GAAP Financial Measures—Adjusted EBITDA.”
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in
conjunction with the consolidated financial statements and related notes included elsewhere in this
offering circular. Our financial statements are prepared in conformity with IFRS, which differ in certain
significant respects from accounting principles generally accepted in other jurisdictions, including
U.S. GAAP and Japanese GAAP. The presentation in this section contains forward-looking statements
that involve risks, uncertainties and assumptions, and are subject to the qualifications set forth under
“Forward-Looking Statements.” Our actual results may differ materially from those anticipated in these
forward-looking statements as a result of a number of factors, including but not limited to those set
forth under “Risk Factors” and elsewhere in this offering circular.

Overview

We are a leading e-commerce company in Japan in terms of GMS for e-commerce product sales
in 2020, according to FUJI KEIZAI CO., LTD. Under the concept of “single brand, single membership,”
we seek to integrate our core businesses as part of our “Rakuten Ecosystem” business model through
which Rakuten members can access a wide variety of our services with a single Rakuten ID and
participate in a single loyalty program. We began operations in 1997 as one of the first e-commerce
platforms in Japan and have expanded our operations to include a broad range of e-commerce
services as well as credit card, securities, banking, insurance, mobile operator, and other online
financial services and digital contents and other businesses.

We categorize our business into the following three reporting segments:

* Internet Services. Our Internet Services segment includes our primary e-commerce
marketplace business, Rakuten Ichiba, as well as our online travel business. In addition, this
segment also includes our overseas e-commerce businesses and various other Internet
services, including our performance marketing services and online cash-back services. This
segment also includes our professional sports business.

» FinTech. Our FinTech segment includes our credit card business provided through Rakuten
Card, online banking services provided through Rakuten Bank and online brokerage services
provided through Rakuten Securities. In addition, this segment also includes life insurance
products and services provided by Rakuten Life Insurance and online general insurance
products and services provided by Rakuten General Insurance, as well as our payments
businesses, including Rakuten Edy and Rakuten Pay, our service to provide online and offline
retailers with credit card payment settlement services, and our cryptocurrency trading business,
Rakuten Wallet.

» Mobile. Our Mobile segment includes Rakuten Mobile, which is primarily based on our MNO
business (and also includes our MVNO business, which is no longer accepting new service
activations) as well as our mobile messaging and VolIP services through Rakuten Viber. We
previously also offered an MVNO service that allowed users to purchase a SIM card and access
the wireless network infrastructures of third-party MNOs, NTT DOCOMO, INC. and KDDI
CORPORATION, but we no longer offer this service to new customers and are in the process of
migrating our existing MVNO customers to the Rakuten Mobile network that is used for our MNO
business. Our Mobile segment also includes our digital contents businesses such as our e-book
business and video and music streaming services as well as Rakuten Energy which operates in
the retail electricity supply market.

The Mobile segment was added from the three-month period ended March 31, 2019 in connection
with our corporate reorganization effective April 1, 2019. Prior to the creation of the Mobile segment,
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Rakuten Mobile and our mobile messaging and VolP services were included in the Internet Services
segment. Additionally, from the three-month period ended December 31, 2020, in order to enhance
collaboration and synergy between digital contents services and mobile services, our digital contents
businesses were transferred from the Internet Services segment to the Mobile segment. Unless
otherwise stated in this offering circular, segment information for the years ended December 31, 2018,
2019 and 2020 is presented on the basis of these reorganizations.

Historically, our operations in Japan have generated a substantial majority of our revenue. We
have gradually expanded our business outside our home market of Japan, and we have also continued
to expand our operations into a variety of businesses, including banking, insurance and
telecommunications, and have also promoted our brand through partnerships with professional sports
teams.

Recent Developments
The COVID-19 Pandemic
Government Measures

Beginning in March 2020, Japan has implemented entry bans on travelers from most of the world,
including China, most European countries and the United States, and many other jurisdictions have
enacted similar bans. The Japanese government has taken initial steps since September 2020 to ease
entry bans with respect to certain Asian countries and re-entry bans for foreign residents, as well as to
resume processing of applications for long-term visas more generally. Many international travel
destinations still maintain certain border controls and/or quarantine requirements for entrants,
especially in relation to leisure travel, which continue to adversely affect demand for travel services.
While the Japanese government has begun bilateral discussions with a number of countries to begin
mutually easing border restrictions, especially those relating to business travel, it remains unclear as to
when such restrictions will be lifted, and certain measures taken to relax restrictions on entry to Japan
by non-citizens have been reversed as part of the state of emergency declared in January 2021 as
described below.

In Japan, on April 7, 2020 a state of emergency was declared, covering Tokyo, Chiba, Kanagawa,
Saitama, Osaka, Hyogo and Fukuoka prefectures, and was extended to all prefectures in mid-April
2020. Under the state of emergency, prefectural governments requested voluntary business closures
and the avoidance of all non-essential travel, in particular travel between prefectures. The state of
emergency was lifted for all prefectures by May 25, 2020. In an effort to promote domestic travel, in
July 2020 the JTA launched the “Go To Travel” campaign, which encouraged domestic travel by
offering vouchers and the reimbursement of certain qualifying travel expenses. While residents of and
travel to Tokyo were initially excluded from the campaign, the “Go To Travel” campaign qualifying
travel expenses for trips to Tokyo and qualifying travel expenses of Tokyo residents became eligible for
the campaign in October 2020. However, due to a gradual rise in the number of infections in Japan in
December 2020, the campaign was suspended from December 28, 2020 until March 21, 2021 and the
Japanese government declared a second state of emergency from January 8, 2021 through March 21,
2021, although the state of emergency was lifted for certain prefectures outside of major urban areas
on February 28, 2021.

Impact of the COVID-19 Pandemic on our Results of Operations

The COVID-19 pandemic and the various countermeasures introduced by the Japanese
government have resulted in a decline in domestic and international travel, which for the year ended
December 31, 2020 has had a negative impact on revenue of Rakuten Travel, our online travel
booking business. In addition, due to the cancellation of many sports events throughout Japan in 2020,
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for the year ended December 31, 2020, revenue of our professional sports business also decreased
significantly compared to the prior year. Although revenue of Rakuten Travel for the three-month
periods ended September 30, 2020 and December 31, 2020 increased compared to the three-month
periods ended March 31, 2020 and June 30, 2020, revenue for all such three-month periods decreased
when compared to the same periods in the prior year. We expect that the results of operations of our
Rakuten Travel business and our professional sports business will continue to be negatively impacted
as the pandemic continues to affect travel and sports events. Although our Rakuten Card business was
not materially affected by the COVID-19 pandemic during the year ended December 31, 2020, we
have adjusted our accounting estimate of allowance for doubtful accounts as of December 31, 2020 to
reflect increased credit risk and possible incurrence of losses in the event of a deteriorating economic
environment due to the pandemic.

Despite the negative impact of the pandemic on the results of operations of our Rakuten Travel
business and our professional sports business, our other businesses have for the most part not been
negatively affected by the pandemic. For example, in our Internet Services segment, due to voluntary
business closures and the generalization of arrangements allowing employees to work from home, our
domestic e-commerce business, in particular, has experienced and continues to experience a positive
impact on its results of operations as the stay-at-home economy generates demand for general
merchandise, food, medical supplies, electronics and other products and services meeting essential
daily and other consumer needs. Due to the prolonged COVID-19 pandemic, we believe that domestic
e-commerce and usage of our digital contents services will continue to grow as employees continue to
adopt remote work arrangements.

Although it is difficult to predict the duration and extent of the economic impact of the COVID-19
pandemic, we expect that the overall impact on our business, financial condition and results of
operations will continue to be limited.

For further information on the impact of the COVID-19 pandemic on our business and results of
operations, see “Risk Factors—The outbreak and global spread of the COVID-19 pandemic has
created new challenges for our business. The duration and severity of the COVID-19 pandemic could
result in adverse effects on our business, financial condition and results of operations.”

Capital Raised Through Third-Party Allotments of Shares

On March 29 and March 31, 2021, we completed sales of shares by means of third-party
allotments (consisting of 139,737,600 newly issued shares and 71,918,900 treasury shares) to multiple
entities at a price of ¥1,145 per share for aggregate proceeds of ¥242.3 billion. We intend to use the
proceeds to fund capital investments for Rakuten Mobile’s MNO network. As a result of such third-party
allotments, our non-consolidated total equity increased to ¥747.9 billion from ¥505.6 billion as of
December 31, 2020, and our non-consolidated shareholders’ equity ratio increased from 21.3% as of
December 31, 2020 to 28.6%. See “—Capital Investments in Rakuten Mobile’s MNO Network.” The
shares were allocated as follows:

+ Japan Post Holdings Co., Ltd.: 131,004,000 shares

» Image Frame Investment (HK) Limited: 57,382,900 shares
+ Walmart Inc.: 14,536,000 shares

Mikitani Kosan, Inc.: 4,366,800 shares

Spirit Inc.: 4,366,800 shares

The investment by Japan Post Holdings Co., Ltd. was made in conjunction with the execution of a
business alliance agreement between Rakuten group and Japan Post group on March 12, 2021
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building on a previous collaboration to strengthen e-commerce logistics which began in April 2017. As
part of the business alliance, we seek to partner across multiple fields, with the final form and content
of these partnerships to be negotiated. For logistics, we will consider initiatives such as the creation of
shared logistics centers and delivery and pick-up systems, data sharing, joint commercialization of a
digital transformation platform for logistics (including the establishment of a new company) and
initiatives to expand usage of Rakuten fulfilment centers and Japan Post’s “Yu-Pack” parcels, among
other initiatives. With respect to our Mobile business, we plan to utilize Japan Post Co.’s delivery
network for marketing initiatives and accept new signup applications for our MNO network at Japan
Post Co.’s post nationwide offices. We also consider to assist Japan Post group with its digital
transformation and potentially collaborate in the fields of financial services and e-commerce as well.

Image Frame Investment (HK) Limited is an investment holding company wholly-owned by
Tencent Holdings Limited, a global internet company that provides communication, social, games,
digital contents, advertising, FinTech and cloud services.

The investment by Walmart Inc. is a further evolution of the relationship that Rakuten group has
built with Walmart Inc. and that began with a strategic partnership that we announced in January 2018.
This partnership has included the development of Rakuten Seiyu Net Super, an online grocery
business launched in October 2018 as well as our recent acquisition of a 20% stake in Seiyu GK from
Walmart Inc.

Mikitani Kosan, Inc. and Spirit Inc. are asset management companies affiliated with our founder
and CEO, Mr. Hiroshi Mikitani.

Capital Investments in Rakuten Mobile’s MNO Network

Our ongoing capital investments in Rakuten Mobile’s MNO network have had a significant impact
on our results of operations in recent years. For the years ended December 31, 2019 and 2020, our
capital investments for our Mobile segment were ¥187.2 billion and ¥336.0 billion, respectively. We
plan to continue to make significant capital investments to accelerate the expansion of coverage for our
MNO network, and we currently expect that our 4G network will cover approximately 96% of the
Japanese population by summer 2021 (as compared to the initial target of March 31, 2026 that we
previously submitted to Japan’s regulatory authorities). In order to improve quality with a higher density
of base stations and to respond to the expected increase in users, we plan to construct a total of
approximately 44,000 4G outdoor base stations (as compared to the initially planned 27,397 base
stations). We expect the total capital investments for coverage infrastructure to consist of
approximately ¥200 billion for 5G-related infrastructure expenses and approximately ¥600 billion for
4G-related infrastructure expenses as well as investments to improve the density of base station
coverage for our 4G network that we expect to result in additional expenses of approximately 30-40%
of such 4G-related infrastructure expenses. Our total cumulative capital investments in the Mobile
segment since the year ended December 31, 2018 have been approximately ¥532 billion, which
includes ¥126 billion of right-of-use assets, funded with the corresponding lease liabilities and
accounted for in accordance with IFRS 16. We plan to fund the capital investments through a
combination of self-funding by Rakuten Mobile from asset financings, including lease financings and
securitization of receivables, and capital injections to Rakuten Mobile from Rakuten Group, Inc., which
includes the proceeds of our ¥182 billion domestic subordinated bond issuance in 2018 and our ¥120
billion domestic subordinated bond issuance in 2020, the proceeds from the third-party allotments
completed on March 29 and March 31, 2021 and a portion of the proceeds of this offering and the
concurrent offering of the Euro notes. We currently expect that Rakuten Mobile will become profitable
by the end of the year ending December 31, 2023. See “—Capital Raised Through Third-Party
Allotments of Shares” and “Use of Proceeds.”
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Sources of Revenue
Internet Services Segment

Our Internet Services segment accounted for 53.6%, 53.1% and 50.5% of our consolidated
revenue before intersegment eliminations for the years ended December 31, 2018, 2019 and 2020,
respectively. The sources of revenue in our Internet Services segment vary depending on the industry
and type of business. Our primary sources of revenue include the following:

Domestic E-commerce Business

Our Domestic E-commerce business is largely composed of Rakuten Ichiba and our online travel
business, as well as other domestic e-commerce sites.

We derive revenue from our Rakuten Ichiba business primarily from commissions and fees from
merchants that sell goods and services through our online marketplace, including sales commissions
representing a percentage of merchant sales and fixed monthly merchant usage fees. See “Business—
Our Business Operations—Internet Services Segment—Rakuten Ichiba Business—Our Products and
Services” for a summary of our fee system. We also record revenue from advertising on Rakuten
Ichiba such as display ads, search ads and email ads. In addition, we record commissions and fees
from offering credit card and other payment methods. We also engage in direct sales of goods and
services through Rakuten 24, Rakuten Books, Rakuten BIC, Rakuten Seiyu Netsuper and Rakuten
Fashion.

The primary source of revenue in our online travel business is commissions from hotels and
accommodation facilities, airlines, car rental companies and other travel-related companies that sell
their services through our online travel service Rakuten Travel. We also record revenue from
advertising on Rakuten Travel.

Our C2C business is our main other domestic e-commerce business. The primary source of
revenue in our C2C business is commissions from sellers through our online C2C service, Rakuma.

Other Internet Services Businesses
Overseas e-commerce businesses

Our overseas e-commerce marketplace businesses also primarily generate revenue from
commissions received from merchants who sell goods and services through our e-commerce
platforms. We also engage in some direct sales of goods and services through our overseas
e-commerce platforms.

Other e-commerce and Internet Services businesses

We derive revenue on commissions on sales of goods and services through some of our other
domestic e-commerce websites and record revenue from advertising on other Internet services
websites. In addition, we derive revenue on commissions and fees from clients through our online
performance marketing businesses through Rakuten MARKETING LLC, or Rakuten Advertising, and
other advertising businesses. We also derive revenue from our online golf course reservation business,
Rakuten GORA.

Professional sports business

The primary sources of revenue for our professional sports business are ticket sales to games,
merchandise-related sales, sale of broadcasting rights and income from sponsorship marketing.
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FinTech Segment

Our FinTech segment accounted for 35.6%, 34.8% and 35.5% of our consolidated revenue before
intersegment eliminations for the years ended December 31, 2018, 2019 and 2020, respectively. The
sources of revenue in our FinTech segment vary depending on the type of business. Our primary
sources of revenue include the following:

Credit Card Business

The primary sources of revenue for our credit card business are card shopping transaction fees
from merchants, commissions shared with card settlement network providers and fees, including
annual fees, received from cardholders along with revolving payment and installment, financing
revenue, which includes cash advance monthly commissions and interest income on cash advance
balances, and fees from credit guarantees to other financial institutions including Rakuten Bank.

Online Banking Business

The primary source of revenue for our online banking business is interest income from loans and
securities. In particular, we derive interest income from debt obligations in connection with our
consumer loan business. Our online banking business also generates revenue from fees for fund
transfers and remittances, financial instruments and its debit card business.

Online Securities Business

The primary source of revenue for our online securities business is commissions received from
financial instruments transactions (including trading of stocks and bonds and sales of investment
trusts). Our online securities business also derives income from net trading income on foreign
exchange margin transactions, commissions received, interest revenue on domestic margin
transactions and other operating revenue.

Insurance Businesses

We operate life insurance and general insurance businesses. The primary sources of revenue for
our insurance businesses are the premiums paid by policyholders and interest income from the
investment portfolios that we manage.

Other FinTech Businesses

The primary source of revenue for our Rakuten Edy e-money business is commissions from
participating merchants, and the primary sources of revenue for our Rakuten Pay business are
interchange fees from payments conducted through payment terminals at member shops. We also
operate a cryptocurrency trading service through Rakuten Wallet which derives income from
transaction fees as users buy and sell a selection of cryptocurrency assets.

Mobile Segment

Our Mobile segment accounted for 10.7%, 12.1% and 14.0% of our consolidated revenue before
intersegment eliminations for the years ended December 31, 2018, 2019 and 2020, respectively. The
sources of revenue in our Mobile segment vary depending on the type of business. Our primary
sources of revenue include the following:

Telecommunications Business

The primary sources of revenue for our telecommunications business are fees for our MNO
business, IP phone services and other telecommunications services, including IP phone, cloud solution
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and private branch exchange solution services provided to businesses. We also derive revenue from
our remaining MVNO service users (we previously offered an MVNO service that allowed users to
purchase a SIM card and access the wireless network infrastructures of third-party MNOs, NTT
DOCOMO, INC. and KDDI CORPORATION, but we no longer offer this service to new customers and
are in the process of migrating our existing MVNO customers to the Rakuten Mobile network that is
used for our MNO business). Rakuten Mobile launched commercial operations of its MNO network in
April 2020 and began offering the Rakuten UN-LIMIT VI plan on April 1, 2021, which features an
innovative tiered pricing structure of ¥0, ¥980 and ¥1,980 per month for 0-1GB, 1-3GB and 3-20GB,
respectively, of monthly data usage, or ¥2,980 per month for unlimited data within our network
coverage area. The fees that we collect in connection with our MNO service began to contribute to
revenue for our telecommunications business since the three-month period ended December 31, 2019.
In addition to our MNO service, we also derive revenue from sales of a selection of Rakuten-brand
smartphones, including the Rakuten BIG, a 5G-compatible smartphone with a 6.9-inch OLED display
that we released in September 2020.

Mobile Messaging and VolP Business

The primary sources of revenue for our mobile messaging and VolP business are sales of virtual
stickers and games, respectively, and fees received for voice calls to outside phone lines.

Digital contents businesses

We derive revenue from our digital contents businesses through several monetization models,
including the following:

» E-books. We derive revenue from our e-book business through the sale of e-books and
e-readers to our customers through our Rakuten Kobo business.

» Streaming video. Revenue from our streaming video services, including Rakuten Viki and
Rakuten TV, are derived primarily from sales of digital contents to users and advertising
revenue.

» Streaming music. Revenue from Rakuten Music is derived from monthly subscription plans
allowing users to listen to either unlimited or time-capped music from our selection.

Factors Affecting our Results of Operations
Internet Services Segment

The main businesses in our Internet Services segment are our Domestic E-commerce businesses,
which consist principally of our e-commerce marketplace Rakuten Ichiba and our online travel agency
Rakuten Travel. Our Domestic E-commerce businesses accounted for 64.4%, 64.9% and 71.2% of the
Internet Services segment revenue in the years ended December 31, 2018, 2019 and 2020,
respectively. We also operate our overseas e-commerce and other Internet Services businesses,
including Rakuten Advertising and Rakuten Rewards in the United States (formerly Ebates) and our
professional sports business, which includes the operation of the Tohoku Rakuten Golden Eagles, a
Japanese professional baseball team, and Vissel Kobe, a Japanese professional soccer team, as part
of the business. Prior to the creation of the Mobile segment effective as of April 1, 2019, our mobile
messaging and VolIP services and Rakuten Mobile were included in the Internet Services segment.

Factors Affecting our Domestic E-commerce Business

Gross merchandise sales

The total value of the transactions made through our websites is an important indicator of our
business performance because many of our businesses are based on a commission model, in which
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we receive a certain percentage of the value of the transactions made through our websites. GMS is
one of the primary KPIs and measures gross sales across our e-commerce businesses. GMS on our
Domestic E-commerce websites increased steadily over the last five years from ¥2.8 trillion in the year
ended December 31, 2016 to ¥4.5 trillion in the year ended December 31, 2020. The following table
shows the growth in GMS in our Domestic E-commerce businesses from the year ended

December 31, 2016 to the year ended December 31, 2020.

For the year ended December 31,
2016 2017 2018 2019 2020
(in trillions of yen)
Domestic E-commerce GMS™ . ....................... ¥2.8 ¥ 3.1 ¥ 3.3 ¥ 3.7 ¥45

Note:

(1) Because the various services we offer change over time as operations are reorganized or new services are introduced, the
range of services upon which each figure is based varies from year to year, and, therefore, such figures are not directly
comparable. For example, in 2017, following the merger of Kenko.com, Inc. and Soukai Drug Co., Ltd., which became
Rakuten Direct, Inc., we revised the components of the calculation of Domestic E-commerce GMS. Additionally, in 2020, we
transferred certain digital contents businesses, including Rakuten Ticket, from the Internet Services segment to the Mobile
segment, and the above figures have been adjusted to reflect such transfer. Our current calculation of Domestic
E-commerce GMS includes gross sales of Rakuten Ichiba, Rakuten Books, Rakuten Golf, Rakuten Fashion, Rakuten
Dream, Rakuten Beauty, Rakuten Delivery, Rakuten 24, Rakuten Car, Rakuma, Rakuten Rebates, Rakuten Seiyu Netsuper
and Rakuten Travel.

Mobile ratio

In addition, our Rakuten Ichiba mobile ratio, representing the percentage of GMS for Rakuten
Ichiba attributable to transactions through mobile devices, including feature phones, smartphones and
tablets, reached 76.5% for the three-month period ended December 31, 2020.

The following table shows our mobile ratio on a quarterly basis for the specified periods:

For the three-month period ended December 31,
2016 2017 2018 2019 2020

Rakuten Ichibamobileratio........................... 60.8% 64.2% 70.2% 73.4% 76.5%

We expect our mobile ratio to continue to grow as we see increasing numbers of users accessing
our platforms through mobile devices.

Number of merchants

The total number of merchants is one of the factors affecting the number of transactions on several
of our websites, including Rakuten Ichiba. We have benefited from a virtuous circle, in which a certain
scale of merchants and items for sale has attracted an increasing number of users to Rakuten Ichiba
and an increasing number of users has kept our marketplace attractive to our merchants. We are now
focused on maintaining a healthy and secure marketplace and increasing Domestic E-commerce GMS
per merchant. The following table shows the number of merchants on Rakuten Ichiba as of the dates
indicated.

As of December 31,
2016 2017 2018 2019 2020

Number of Rakuten Ichiba merchants. ................. 44528 45,619 47,007 49,887 53,794

Expenses in our Domestic E-commerce business consist primarily of costs related to advertising
and marketing campaigns recorded as advertising and promotion expenditures, as well as personnel
expenses and IT costs.
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Factors Affecting our Overseas E-Commerce Business

GMS from our overseas e-commerce websites, including our Rakuten Rewards operations in the
United States (formerly Ebates), is an important indicator of the performance of our overseas
e-commerce business because many of our businesses are based on a commission model, in which
we receive a certain percentage of the value of the transactions made through our websites. The GMS
of merchants through our overseas marketplaces is increasingly contributing to growth in our Internet
Services segment.

Expenses in our overseas e-commerce business consist primarily of costs related to advertising
and marketing campaigns recorded as advertising and promotion expenditures, as well as personnel
expenses and IT costs.

Factors Affecting our Travel Business

Our travel business is a commission-based business in which we receive fees from travel-related
companies that represent a percentage of the value of the travel and accommodation services our
customers purchase, calculated at the time of payment by our customers. The value of the travel and
accommodation services purchased is affected by domestic economic conditions, consumer spending,
as well as events that can impact demand for travel services in the short term, such as adverse
weather conditions and natural disasters, including typhoons and earthquakes.

Factors Affecting our Other Internet Services Businesses

Our Rakuten Advertising business is affected by overall advertising expenditures in Japan and the
United States, which are determined primarily by general economic conditions and developments
affecting specific industries such as technological advances, deregulation and increased competition
and the percentage of overall advertising expenditures spent on Internet advertising, which is
determined by the extent to which consumers spend time using the Internet in comparison with other
media, such as television, newspapers, magazines and radio, and also by the total value of
e-commerce.

Factors Affecting our Professional Sports Business

Our professional sports business records most of its revenue on a seasonal basis. A large portion
of our revenue from the Tohoku Rakuten Golden Eagles is recorded from April to October during the
baseball season in Japan and a large portion of our revenue from Vissel Kobe is recorded from
February to December during the soccer season in Japan. Both of these professional sports teams
have substantial expenses without substantial off-setting revenue during their respective pre-season
training periods.

Other Factors Affecting our Internet Services Segment
Competition

Competition from other e-commerce sites in Japan or from e-commerce businesses based
overseas further expanding into the Japanese market could reduce our share of the domestic
e-commerce market or require us to reduce our fees for merchants, thereby adversely affecting our
revenue. Competition from other online travel agencies or travel agencies in Japan or online travel
agencies based overseas could place similar pressure on our Rakuten Travel business.

Economic conditions

Levels of disposable income, inflation, economic growth, unemployment rates, consumer
purchasing power and consumer confidence in Japan affect the GMS of our Domestic E-commerce
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businesses and therefore affect our revenue from commissions in those businesses. Where economic
conditions are such that consumers are able and willing to spend increasing amounts, we may see an
increase in traffic on our websites or an increase in the number of items ordered or services purchased
per customer, which may result in an increase in GMS; conversely, where economic conditions for
consumer spending are poor, we may experience a decrease in GMS.

Seasonality

Our e-commerce and travel businesses experience fluctuations in their revenue from quarter to
quarter that reflect patterns in consumer spending behavior in Japan, the Americas and Europe.
Revenue of our e-commerce businesses tends to increase in our fourth fiscal quarter, ending
December 31 of each year, which coincides with the winter holiday and gift-giving season occasioned
by Christmas, New Year’s and other holidays, as well as post-Christmas and New Year promotions.
Advertisement sales also increase in our fourth fiscal quarter, coinciding with the increased consumer
activity, generally producing higher revenue in our e-commerce and performance marketing
businesses from the sale of Internet advertisements. Our travel business tends to have higher net
sales in our second and third fiscal quarters, ending June 30 and September 30 of each year, due to
Golden Week, a period of several consecutive national holidays in Japan from the final week of April to
early May, and the summer holiday period in Japan during which students have several weeks of
vacation and workers typically take time off for the observation of the Obon holiday in mid-August. The
seasonality of the revenue of some of our businesses may make it more difficult for you to compare our
results of operations for historical periods or to analyze our future prospects.

Marketing and advertising expenses

Expenses in our Internet Services segment consist primarily of costs related to advertising and
marketing campaigns for our domestic e-commerce and travel businesses recorded as advertising and
promotion expenditures. Such costs are primarily due to expenses from additional Rakuten Super
Points awarded to users during campaigns like our Rakuten Super Sale or other similar campaigns that
we carry out on a continuous basis. Marketing and advertising expenses also include amounts we pay
for offline advertising and amounts we pay to other Internet companies for search word and keyword
advertisements, in which we purchase the rights to have our advertisements appear whenever a user
searches for a particular word as well as Internet advertisements such as banner advertisements or
advertisements on social networking services. We consider such advertising expenditures to be an
important way to expand our customer base to new users and increase our share of the domestic
e-commerce and travel markets.

Personnel expenses

Personnel expenses are also a major expense in our Internet Services segment and consist of
fixed costs in the form of salaries for employees as well as stock-based compensation. See “—Factors
Affecting our Results of Operations—General Factors—Employee Benefits Expenses.”

IT costs

IT costs for our Internet Services segment consist primarily of server costs and costs from the
maintenance of our IT systems, including outsourcing costs for work performed by third-party
engineers. We may also incur a loss due to disposal and amortization of software or other IT assets in
the event of the discontinuation or withdrawal of a service.

FinTech Segment

The main businesses in our FinTech segment are our credit card business, our online banking
business and our online securities business. Our credit card business accounted for 44.1%, 47.2% and
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45.4% of our FinTech segment revenue for the years ended December 31, 2018, 2019 and 2020,
respectively. Our online banking business accounted for 19.4%, 18.3% and 16.6% of our FinTech
segment revenue for the years ended December 31, 2018, 2019 and 2020, respectively. Our online
securities business accounted for 14.1%, 11.6% and 12.9% of our FinTech segment revenue for the
years ended December 31, 2018, 2019 and 2020, respectively. Our FinTech segment also includes
our life insurance and general insurance businesses and our e-money business.

Factors Affecting our Credit Card Business

The total value of the transactions made using credit cards issued by Rakuten Card and the
shopping revolving balance from Rakuten Card cardholders are important indicators of our business
performance as Rakuten Card receives the majority of its revenue from fees and commissions from
credit card transactions and interest income from revolving loans. The following table shows the
shopping transaction value, including transactions outside of the Rakuten group, both online and
offline, and shopping revolving balance in our Rakuten Card business, as of the dates and for the
periods indicated.

As of and for the year ended December 31,
2016 2017 2018 2019 2020
(in billions of yen)
Rakuten Card shopping transaction value .. ¥4,997.6 ¥6,073.8 ¥7,422.4 ¥9,456.8 ¥ 11,469.1
Rakuten Card shopping revolving
balance ........... ...l 373.7 424.9 517.2 614.0 619.8

Another important indicator of the growth of our Rakuten Card business is the total number of card
holders, as our revenue increases as the number of total card holders increases. The following table
shows the number of Rakuten Card holders as of the dates indicated:

As of December 31,
2016 2017 2018 2019 2020
(in millions)

Number of Rakuten Cardholders . ........... ... iiiian.. 13.5 15.0 16.6 19.0 21.6

Expenses of our Rakuten Card business primarily consist of marketing and general expenses and
credit costs relating to doubtful accounts. Rakuten Card also incurs financial expenses, which include
interest expenses and other expenses for funding along with borrowing from financial institutions and
implementation of securitizations. The following table shows the ratio of expenses related to doubtful
accounts for the periods indicated:

For the year ended December 31,
2016 2017 2018 2019 2020

Ratio of expenses related to doubtful accounts™ ................ 2.08% 1.89% 2.06% 1.97% 1.80%

Note:
(1) Ratio of expenses related to doubtful accounts is calculated as expenses related to doubtful accounts divided by the
average total balance of loan receivables at the beginning and end of the applicable period.

Factors Affecting our Online Banking Business

Outstanding Loans. The balance of loans outstanding at Rakuten Bank and the number of loan
customers are important indicators of our business performance as Rakuten Bank received about half
of its revenue from interest income from loans to its customers for the year ended December 31, 2020.
Rakuten Bank is the lender of Rakuten Bank Super Loans and Rakuten Card provides loan customers
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with credit guarantees. Loan receivables associated with Rakuten Bank Super Loans are held on the
balance sheet of Rakuten Bank except for loan receivables associated with delinquency or other
difficulties, which are held on the balance sheet of Rakuten Card as foreclosed assets. Rakuten Bank
pays fees for credit guarantees to Rakuten Card from the revenue received from the loan customers.
The table below shows the total loan receivables (including loan receivables associated with
delinquency or other difficulties) and loan customers associated with Rakuten Bank Super Loans for
Rakuten Bank as of the dates indicated.

As of March 31,

2016 2017 2018 2019 2020

(in billions of yen and thousands of customers)
Loanreceivables........... ... ... ... .. ¥476.0 ¥641.3 ¥801.6 ¥951.3 ¥1,113.8
Rakuten Bank Super Loan customers.............. 465 536 587 639 701

Interest on loans is affected by a number of factors, including the creditworthiness of the borrower,
the length of the loan term and the total maximum balance of the loan.

Outstanding Deposits. Another important indicator of the performance of Rakuten Bank's
business is the total amount of deposits from account holders. Assuming interest rate spreads remain
constant, our profitability increases as our deposit level increases. In recent years, the Bank of Japan
has been actively implementing monetary easing measures, including the introduction of a negative
interest rate policy, which have resulted in lower market interest rates and flattened the yield curve in
Japanese yen. An increase in the market interest rates in Japanese yen will impact our interest rate
spread depending on the relative sensitivity of our interest-earning assets and interest-bearing
liabilities to changes in interest rates as well as how the yield curve shifts as interest rates rise. If
interest rates in Japan experience a sustained or substantial increase, our interest rate spread could
be negatively affected. Such factors may include the extent to which the rise in the market interest
rates will result in increases in interest rates on our deposits. The total deposit balance has grown
steadily over the last five years, from ¥1,502.5 billion as of March 31, 2016 to ¥3,404.9 billion as of
March 31, 2020. The following table shows the number of accounts and total amount of deposits as of
the dates indicated.

As of March 31,

2016 2017 2018 2019 2020
(in millions of accounts and billions of yen)
Number of accounts™ . .................... 5.4 5.8 6.4 7.3 8.7
Depositbalance. .......................... ¥1,502.5 ¥1,607.1 ¥2,010.2 ¥2,611.2 ¥3,404.9

Note:

(1) Represents the total number of accounts. Individual accountholders are permitted to open one account at Rakuten Bank.
Sole proprietors may open one account as an individual and one account for their business, and corporations may open
multiple accounts, but in each case each account is counted separately.

Income from Securities Portfolio. Rakuten Bank's securities portfolio consists mainly of Japanese
national government bonds, Japanese corporate bonds and foreign bonds, as well as securitized credit
card receivables of Rakuten Card. Interest earned on Rakuten Bank's securities portfolio is affected by
a number of factors, including: the average balances held; fluctuations in prevailing market interest
rates; the relative proportion of yen-denominated and foreign currency-denominated investments;
fluctuations in foreign exchange rates; the relative proportion of government bonds and corporate
bonds; fluctuations in the duration of its investments; the proportion of investments with corresponding
hedge positions; the effectiveness of those hedge positions; and default rates of loan receivables of
Rakuten Card's underlying securitization interests.

82



Fees and Commissions Revenue. Rakuten Bank's fees and commissions revenue consists
primarily of fees on fund transfers, fees on debit card transactions and commissions on foreign
exchange transactions.

Interest Expenses. Rakuten Bank's interest-bearing liabilities consist primarily of retail deposits,
including both yen deposits and foreign currency deposits, on which we pay interest. Factors affecting
interest paid on deposits include: competition with deposit products offered by other banks, as well as
competition with retail investment products; the aggregate amount and relative proportion of yen
deposits and foreign currency deposits, as well as the relative proportion of each separate
denomination of foreign currency deposits; fluctuations in interest rates offered on yen deposits and
each denomination of foreign currency deposits; the relative proportion of ordinary deposits and time
deposits; and the mix of remaining maturities of time deposits.

Fees and Commissions Expenses. Rakuten Bank's fees and commissions expenses consist
primarily of fees for credit guarantees for Rakuten Bank Super Loans paid to Rakuten Card and ATM
usage fees paid on behalf of its accountholders. ATM usage fees vary according to the rates charged
by owners of ATM networks and the volume of customer transactions.

Factors Affecting our Online Securities Business

We view the trading value of our Rakuten Securities online securities business as an important
indicator of the strength of the business and our competitive position vis-a-vis other online and full-
service online securities businesses because our online brokerage commissions depend on the total
value of the trades made per day or per month by our securities customers and our commission rates.
In addition, we generate a large portion of our Rakuten Securities revenue from brokerage
commissions on margin transactions and interest income on margin trading.

The following table shows the steady increase in domestic stock brokerage trading value and
foreign exchange trading value from the year ended December 31, 2016 to the year ended
December 31, 2020.

For the year ended December 31,
2016 2017 2018 2019 2020
(in billions of yen)

Rakuten Securities domestic stock

brokerage trading value................ ¥ 40,956 ¥ 47,349 ¥ 54,619 ¥ 53,173 ¥89,813
Rakuten Securities foreign exchange
tradingvalue..................... ..., 377,163 303,569 268,558 247,148 457,234

The trading value of our Rakuten Securities business depends on three factors:

» Trading volume for the Japanese securities industry, particularly domestic stock markets, which
is dependent upon general economic conditions and overall trends in financial markets;

» The percentage of trading volume that takes place through the online trading platforms of online
securities companies rather than through traditional securities brokerage transactions that do not
operate over the Internet; and

» Rakuten Securities’ share of the trading volume taking place through online trading platforms,
which depends on:

» The number of brokerage accounts we have; and

» The average total value of the securities trades made by each account holder.
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In addition to brokerage commissions, Rakuten Securities charges commissions in connection with
the initial sale of interests in investment trusts and other funds. Subscription and distribution
commissions are determined primarily by customer purchase volume, which is dependent on factors
including our ability to provide an attractive selection of investment trusts and other funds as well as by
the contractual terms of the particular funds Rakuten Securities chooses to offer to its customers.

Rakuten Securities also receives other commissions, which are principally composed of
management fees for investment trusts. Management fees are based upon customers’ investment
balances in investment trusts and vary depending on the contractual terms of the fund.

The following table shows growth in the net asset balance of investment trusts at Rakuten
Securities as of the dates indicated.

As of December 31,

2016 2017 2018 2019 2020
(in billions of yen)
Balance of investmenttrusts ........................ ¥526.9 ¥653.9 ¥675.3 ¥951.3 ¥1,458.0

Net trading income is primarily from commissions from foreign currency transactions conducted by
customers of Rakuten Securities, and is affected by movements in foreign currency markets and the
timing of our execution of customers’ orders and the volumes of our purchases of
non-yen-denominated bonds for resale to Rakuten Securities customers. Financial revenue is primarily
from interest paid to Rakuten Securities by customers in connection with margin trading.

Expenses of our Rakuten Securities business primarily consist of financial expenses and selling,
general and administrative expenses. Financial expenses for Rakuten Securities are primarily fees and
interest expenses incurred as a result of stock and cash borrowing arrangements it enters into in
connection with facilitating margin transactions by its customers. Selling, general and administrative
expenses are primarily transaction-related expenses, administrative expenses, personnel expenses
and expenses from software and hardware depreciation.

Factors Affecting our Other FinTech Businesses
Rakuten Life Insurance and Rakuten General Insurance

As the primary source of revenue in our Rakuten Life Insurance and Rakuten General Insurance
businesses is insurance premiums, the total amount of annualized insurance premiums and number of
policies are important indicators of our business performance. The following table shows the
annualized insurance premiums in force and the number of policies in our Rakuten Life Insurance and
Rakuten General Insurance businesses as of the dates and for the periods indicated. The reductions in
new policies for Rakuten General Insurance in the year ended December 31, 2020 as compared to the
prior year shown below are primarily due to initiatives to avoid the issuance of policies that may
become unprofitable.

As of and for the year ended December 31,
2018 2019 2020
(in millions of yen and thousands of policies)

Rakuten Life Insurance:

Annualized insurance premiums inforce................... ¥30,248 ¥31,057 ¥30,951
Number of policiesinforce ........... ... ... ... o L. 851 851 827
Annualized insurance premiums of new policies............ ¥ 5,263 ¥ 5,380 ¥ 4,636
Rakuten General Insurance:

Number of new automobile insurance policies.............. 92 20 8
Number of new fire insurance policies ..................... 75 29 14



Note:
(1) Rakuten General Insurance became our consolidated subsidiary from March 2018.

Other businesses

We also record revenue from other businesses in our FinTech segment, including our e-money
service provider, Rakuten Edy, our mobile payment solution service provided through Rakuten Pay and
our cryptocurrency exchange service, Rakuten Wallet.

Mobile Segment

The main businesses in our Mobile segment are Rakuten Mobile, our telecommunications
business, Rakuten Viber, our mobile messaging and VolP business, Rakuten Communications and our
digital contents businesses, including Rakuten Kobo.

Factors Affecting our Telecommunications Business

The number of subscribers for services offered by our telecommunications business Rakuten
Mobile is an important indicator of the growth of our telecommunications business. In our MNO
operations, the number of subscribers, the average revenue per user and the churn rate, which we
define as the proportion of subscribers who terminate their MNO services during a specific period, are
some of the key indicators of the growth of the business. Following the launch of commercial
operations for Rakuten Mobile's MNO network in April 2020, the number of applications for new
subscribers increased from an accumulated total of approximately 1 million as of the end of June 2020
to over 3 million as of March 9, 2021 and over 3.9 million as of April 8, 2021. In addition, other services
that we offer to our subscribers, the Japanese regulatory environment and competition in the Japanese
mobile telecommunications industry also affect the results and performance of our MNO operations.
We previously offered an MVNO service that allowed users to purchase a SIM card and access the
wireless network infrastructures of third-party MNOs, NTT DOCOMO, INC. and KDDI CORPORATION,
but we no longer offer this service to new subscribers and are in the process of migrating our existing
MVNO subscribers to the Rakuten Mobile network that is used for our MNO business. The historical
results of operations for our MVNO service were affected by similar factors as our current MNO
business, such as number of subscribers, the average revenue per user and the churn rate.

The results of operations for our telecommunications business is also affected by the level of
expenditures for the development of our network and acquisition of new subscribers. We have made
significant capital investments for the development of our MNO network, including the installation of
physical base stations and the development of network technologies. For the years ended
December 31, 2019 and 2020, our capital investments for our Mobile segment were ¥187.2 billion and
¥336.0 billion, respectively. For the year ended December 31, 2019, capital investments for our Mobile
segment consisted of ¥163.6 billion of property, plant and equipment and ¥23.6 billion of intangible
assets. For the year ended December 31, 2020, capital investments for our Mobile segment consisted
of ¥298.2 billion of property, plant and equipment and ¥37.8 billion of intangible assets. These capital
investments have affected the results of operations of our telecommunications business through
increased depreciation expenses and we expect that these and anticipated additional increases in
capital investments will result in an increase in depreciation expenses. We also incur significant sales
and marketing expenses to promote the capabilities of our network and acquire new users.

Factors Affecting our Mobile Messaging and VolP Business

The number of monthly active users is an important indicator of the growth of our mobile
messaging and VolP business Rakuten Viber. The number of Rakuten Viber unique IDs, defined as
unique phone numbers excluding deactivations, reached over 1.2 billion as of December 31, 2020.
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Factors Affecting our Digital Contents Businesses

The number of registered or active users is an important indicator of the growth of our digital
contents businesses.

Expenses in our digital contents businesses consist primarily of content-licensing fees recorded as
cost of sales of merchandise and services rendered, marketing costs, personnel costs and IT costs.

General Factors
Acquisitions and Equity Investments

Because the technologies and business models used in Internet services change at a very rapid
pace, we have found it strategically useful to grow our business through the acquisition of other
established businesses as well as early-stage growth companies in addition to pursuing organic
growth. This allows us to abbreviate substantially the lead time that would otherwise be necessary to
establish new businesses or use new technologies and business models to expand our present
businesses. In addition, we have recently made several acquisitions internationally as part of our
strategy to strengthen our global platform and integrate existing users and members of such overseas
businesses into our Rakuten Ecosystem. Our strategic investments and acquisitions may affect our
financial results. For example, new acquisitions may not increase our revenue materially in the short
term, may have the effect of lowering our margins if the newly acquired businesses have lower overall
margins than our margins and may result in us carrying a large amount of goodwill and intangible
assets, and incurring significant impairment losses when expected returns are unrealized.

In recent years, we have made a number of acquisitions and investments in companies in a variety
of industries. Our recent acquisitions and investments have included the following:

Acquisition of Freetel. ~ On November 1, 2017, we acquired Freetel, a MVNO business, from Plus
One Marketing Ltd., in order to increase our subscriber base and bolster our MVNO operations.

Acquisition of Asahi Fire and Marine Insurance Co., Ltd. On March 30, 2018, we completed the
acquisition via tender offer of Asahi Fire and Marine Insurance Co., Ltd., a provider of non-life
insurance that sells mainly automobile insurance and fire insurance. We renamed the company
Rakuten General Insurance Co., Ltd. in July 2018. Rakuten General Insurance derives its revenue
mainly from insurance premiums paid by policyholders and earnings from asset management and,
together with Rakuten Life Insurance Co., Ltd., generates the majority of the revenue of our insurance
business. See “Business—Our Business Operations—FinTech Segment—Other FinTech
Businesses—Rakuten General Insurance.”

Acquisition of everybody’s bitcoin Inc.  On October 1, 2018, we completed the acquisition of
everybody’s bitcoin Inc., a cryptocurrency exchange service. We subsequently renamed the company
Rakuten Wallet, Inc. and relaunched it as a cryptocurrency exchange service provider in April 2019.
This acquisition aimed to respond to the needs of a growing number of customers, in particular foreign
exchange customers, of Rakuten Securities, as well as to provide a foundation for the potential
settlement of transactions through cryptocurrencies using our services in the future. See “Business—
Our Business Operations—FinTech Segment—Other FinTech Businesses—Rakuten Wallet.”

Investment in Altiostar Networks, Inc.  In May 2019, we completed our investment in Altiostar
Networks, Inc., a U.S.-based company that provides a 5G-ready virtualized software solution.

Investment in AST & Science. In March 2020, we invested together with Vodafone Group in
AST & Science, LLC, a Texas-based company that is developing SpaceMobile, a space-based
low-Earth-orbit and low-latency satellite network that aims to connect directly to 4G and 5G
smartphones without additional specialized hardware.

86



Acquisition of Innoeye. In 2020, we completed our acquisition of Innoeye, LLC and Innoeye
Technologies Pvt. Ltd., which together form an engineering technology company that developed an
end-to-end platform process automation solution that we have already deployed to support our 4G and
5G platform.

Acquisition of Interest in Seiyu GK.  On March 1, 2021, we completed our acquisition of a 20%
stake in Seiyu GK from Walmart Inc. Seiyu GK operates supermarkets, shopping centers and
department stores in Japan. We were also joined by KKR & Co. Inc., which acquired a 65% stake in
Seiyu GK from Walmart Inc. Through this acquisition, the three companies intend to bring
complementary strengths to support Seiyu’s growth in Japan. See “Business—Alliances and
Investments—Retail.”

We have typically financed our acquisitions in whole or in part through incurring additional
borrowings, which increases our interest expenses.

Monetization of Early-stage Businesses

We operate a number of early-stage businesses, and businesses operating in emerging industries,
including Rakuten TV, Rakuten Music and Rakuten Wallet, which have not reached the stage of stable
profitability and have been generating operating losses. We have succeeded in reducing the operating
losses of many of our early-stage businesses by improving financial performance while maintaining
high growth in revenue, but our ability to effectively monetize these businesses will continue to affect
our overall results of operations. Our ability to monetize our early-stage businesses depends on a
number of factors, including competition in the relevant industry, the ability to achieve synergies with
our more established businesses and the evolution of business conditions in the relevant industries.

Impairment, Depreciation and Amortization

We carry a significant amount of intangible assets, primarily in connection with our acquisitions. As
of December 31, 2020, we had ¥639.6 billion in intangible assets, including ¥356.4 billion in goodwiill.
We assess at each quarterly reporting date whether there is an indication that intangible and tangible
assets may be impaired, and when such an indication is identified we estimate the recoverable amount
of that asset. In addition, we perform impairment testing of goodwill and other intangible assets with
indefinite useful lives at least annually, regardless of whether there is any indication of impairment. If
the carrying amount of an asset exceeds its estimated recoverable amount, we recognize an
impairment loss on that asset. A large portion of our goodwill has been recognized in connection with
the acquisition of early-stage businesses and businesses in emerging industries, including businesses
that are susceptible to fluctuations in financial performance but nevertheless have a substantial
purchase price due to expectations of future growth.

While goodwill is not amortized under IFRS, we recognize amortization in connection with certain
other intangible assets with definite useful lives, including intangible assets that are acquired in
business combinations, such as trademarks and other similar items. Within intangible assets with
definite useful lives, the value of customer relationships acquired through business combinations are
amortized based on the ratio of expected revenue occurring in a year over the total expected revenue
over the useful life. Other intangible assets are amortized using the straight-line method over the
estimated useful life of the assets. We also recognize depreciation in connection with our property,
plant and equipment. Assets classified as property, plant and equipment are generally depreciated
using the straight-line method over their estimated useful lives.

Foreign Exchange Rates

The results of operations of our overseas operations are impacted by movements in foreign
exchange rates. Expenses incurred in overseas business operations are denominated in foreign
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currencies, in particular the U.S. dollar, Canadian dollar and euro. Our results of operations reported in
yen are impacted by the translation effect upon conversion of the local currency results of our overseas
subsidiaries, which are reported in U.S. dollars, Canadian dollars, euros and other currencies. A
strengthening of the U.S. dollar against the yen will generally increase the profit or losses from our
overseas subsidiaries in our consolidated results and conversely a weakening of the U.S. dollar
against the yen will generally decrease the profit or losses from these subsidiaries.

Employee Benefits Expenses

Employee benefits expenses primarily consist of personnel expenses in our various businesses,
including for computer systems engineers, web designers, marketing personnel and salespeople
working with Rakuten Ichiba merchants at our neighborhood sales offices. Employee benefits
expenses is primarily composed of wages and salaries but also includes stock option expenses
relating to directors and employees. Our stock-based compensation includes stock options granted to
a wide range of personnel including non-management employees starting from the second year of
employment and management-level employees and directors in and outside of Japan. We consider
such personnel expenditures to be an important way to motivate employees to enhance corporate and
shareholder value as well as a way of attracting and retaining talented personnel. See “Business—
Employees—Employee Stock Options.”

We grant stock options as incentive compensation for certain of our directors, audit and
supervisory board members, executive officers and employees. We recognize the fair value of stock
options expected to vest as a personnel expense from the grant date over the relevant vesting period.
We recognize the corresponding amount as an increase in capital surplus in our consolidated
statements of financial position. The fair value of the stock options is measured using the Black-
Scholes model or other models, taking into account the terms of the options granted. We regularly
review the assumptions and revise estimates of the number of options that are expected to vest.

Rakuten Super Points

Costs associated with Rakuten Super Points granted in connection with sales of goods and
services meeting certain conditions, such as transactions where we act as the direct seller, are treated
as a deduction of revenue in our consolidated statements of income, with a corresponding increase in
the provision for customer points in our consolidated statements of financial position. Upon redemption
of the outstanding points, we decrease the provision for customer points by an amount corresponding
to the points redeemed. In connection with ordinary sales by registered merchants, such merchants
bear the cost of Rakuten Super Points granted by reimbursing Rakuten Group, Inc. for the cost of the
points granted based upon a percentage of ordinary sales. The cost of awarding Rakuten Super Points
to users during campaigns such as Rakuten Super Sales or other similar campaigns that we carry out
on a continuous basis is generally borne by us and is recognized as an expense when the points are
granted. We capitalize the cost of certain Rakuten Super Points granted in connection with acquisition
of new users as an asset that is amortized over the estimated life of the customer contract period.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statements in accordance with IFRS. In doing so, we are
required to make estimates and assumptions that affect our reported amounts of assets, liabilities,
revenue and expenses, as well as related disclosure of contingent assets and liabilities. In addition,
certain accounting principles require significant judgment by management in applying complex
accounting principles to individual transactions to determine the most appropriate accounting
treatment. Although our actual results may be different from the results anticipated in the estimates we
use, we base our estimates on our historical experience and other assumptions that we consider
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reasonable under the circumstances based on the best information available to us at the time we make
our estimates. In some cases, we could reasonably have used different accounting policies and
estimates.

We refer to some of our accounting policies as “critical accounting policies” because:

+ the estimates involved in these policies require us to make assumptions about matters that are
uncertain at the time the estimates are made; and

« different estimates that we reasonably could have used in the current period, or changes in the
accounting estimate that are reasonably likely to occur from period to period, could have a
material impact on the presentation of our financial condition, or changes in our financial
condition or results of operations.

We consider the following significant accounting policies to be our critical accounting policies:

Goodwill Evaluation

We conduct an impairment test at least once a year for goodwill, regardless of whether there is an
indication of impairment or not. The recoverable amount of cash generating units, to which goodwill is
allocated, is mainly calculated based on estimated future cash flows, estimated growth rates and
discount rate. These calculations are based on judgments and assumptions that are made by our
management, considering business and market conditions. We consider these assumptions to be
significant because, if the assumed conditions change, the estimated recoverable amounts might be
significantly different.

Recoverability of Deferred Tax Assets

For temporary differences that are differences between the carrying value of an asset or liability in
the consolidated statements of financial position and its tax base, we recognize deferred tax assets
and deferred tax liabilities in respect of such temporary differences calculated using the tax rates
based on tax laws that have been enacted or substantively enacted by the end of the reporting period
and the tax rates that are expected to apply to the period when the deferred tax asset is realized or the
deferred tax liability is settled. Deferred tax assets are recognized for all deductible temporary
differences, unutilized tax losses carried forward and unutilized tax credit carried forward to the extent
that it is probable that taxable income will be available. The estimation of taxable income in the future
is derived from the business plan approved by our management, and is based on management’s
subjective judgments and assumptions. We consider these assumptions to be significant because
changes in the assumed conditions and amendments of tax laws in the future might significantly affect
the calculation of the amounts of deferred tax assets and deferred tax liabilities.

Methods of Determining Fair Value for Financial Instruments Measured at Fair Value Including
Derivative Instruments

The fair value of financial assets and financial liabilities, including derivatives, held by Rakuten
group companies are estimated based on the following amounts:

» Quoted prices in active markets for identical assets or liabilities;

« Calculations using observable inputs other than quoted prices for the assets or liability, either
directly or indirectly; and

« Calculations using valuation techniques incorporating unobservable inputs.
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In particular, fair values estimated through valuation techniques that incorporate unobservable
inputs are based on the decisions and assumptions of our management, such as appropriate base
rates, assumptions and models utilized. We consider these estimates to be significant as it is probable
that the changes of estimates and assumptions might have a significant impact on the calculation of
the fair value of financial instruments.

Impairment of Financial Assets Measured at Amortized Cost and Debt Instruments Measured at
Fair Value through Other Comprehensive Income

We recognize estimated credit losses in respect of financial assets measured at amortized cost
and debt instruments based on fair value through other comprehensive income, at the present value of
the difference between future contractual cash flows recoverable and future contractual cash flows
expected to be received.

When estimating future cash flows, our management considers factors including the possibility of
default, historical trends concerning the amount of credit loss and reasonably expected future events. If
these estimates and assumptions change, the amount of any impairment losses for financial assets
measured at amortized cost and debt instruments measured at fair value might vary widely. Therefore,
we consider these estimates to be significant.

Provisions

We record certain provisions, such as provisions for our points programs, including the Rakuten
Super Point rewards program, through which we grant points to customers in connection with certain
user activities, including sales of products and services, new membership registration, customer
referrals and limited-time promotions. Users are able to exchange accumulated points for products and
services, obtain discounts or transfer points to Rakuten Edy e-money or third-party point programs.
Points have an expiration date and once they expire a customer forfeits the right to use them. The cost
of the majority of points granted to customers is borne by registered merchants unaffiliated with us in
connection with sales to Rakuten Ichiba users. The cost of awarding Rakuten Super Points to users
during campaigns such as Rakuten Super Sales or other similar campaigns that we carry out on a
continuous basis is generally borne by us.

We record a provision for customer points in anticipation of the future use of points by users. We
use historical experience of point usage to estimate the provision for our Rakuten Super Point rewards
program, which involves the subjective judgment of our management and various underlying
assumptions. We consider the estimates underlying the provision for customer points to be significant
as it is probable that changes of our estimates and underlying assumptions could have a significant
impact on the calculation of the amount of the provision. There is inherent uncertainty regarding the
extent of usage of points by users, and we may need to revise our estimates and underlying
assumptions in the future.

Liability Adequacy Test for Insurance Contracts

We perform a liability adequacy test for insurance contracts to assess whether our insurance
liability needs to be increased by reviewing the estimated present value of cash inflows such as related
insurance premiums and investment income, and cash outflows, such as insurance claims and benefits
and operating expenses.

Measurement of Post-Employment Benefit Obligations

Certain of our group companies have defined benefit retirement plans. The present value of
defined benefit obligations and related service costs are calculated on the basis of actuarial
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assumptions. Actuarial assumptions require making estimates and judgments on variables such as
discount rates. Actuarial assumptions are determined based on our management’s judgement,
estimates and assumptions. If these estimates and assumptions were to change, the amount of our
employee retirement benefit liabilities may vary. Therefore, we consider these estimates to be
significant.

Measurement of Lease Liabilities

Our group companies determine lease terms by taking into account the non-cancellable period of a
lease together with the period which is reasonably certain to be extended and the period which is
reasonably certain not to be terminated. Specifically, the lease term is estimated by taking into
consideration whether an extension option or a termination option is included, the probability of that
option being exercised, and other factors. We consider these estimations to be significant, as it is
probable that depending on the results of future contract renewal negotiations, they might cause a
significant impact on right-of-use assets and lease liabilities.

New Accounting Standards

For a list of new accounting standards, revised standards and new interpretations that had been
issued but had not been adopted on the date on which our board of directors approved our
consolidated financial statements, see Note 1(8) to our consolidated financial statements as of and for
the year ended December 31, 2020 included elsewhere in this offering circular.

Results of Operations

The following table shows our consolidated statement of income data for the years ended
December 31, 2018, 2019 and 2020.

For the year ended December 31,

2018 2019 2020
(in millions of yen)
Revenue. ... ... ¥1,101,480 ¥1,263,932 ¥1,455,538
Operating eXpensSes . ......o it 1,027,753 1,266,902 1,579,630
Otherincome ... 120,634 86,901 54,483
Other eXpPensSes . ..ot 23,936 11,186 24,240
Operating income (I0SS) . .. ... v et 170,425 72,745 (93,849)
Financial income ......... ... 954 3,642 60,150
Financial expenses ... 4,132 9,027 79,607
Share of losses of associates and joint ventures, net......... 1,824 111,918 37,710
Income (loss) before incometax ........................... 165,423 (44,558) (151,016)
Income tax expense (benefit) ........... ... L 23,534 (11,490) (35,178)
Netincome (10SS) .. ..o ¥ 141,889 ¥ (33,068) ¥ (115,838)

Comparison of the Year Ended December 31, 2020 with the Year Ended December 31, 2019
Revenue

Revenue for the year ended December 31, 2020 was ¥1,455,538 million, an increase of
¥191,606 million, or 15.2%, compared to revenue of ¥1,263,932 million for the year ended
December 31, 2019.
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Revenue of the Internet Services segment increased for the year ended December 31, 2020
compared to the prior year. This increase was due mainly to an increase in revenue in our domestic
e-commerce services, which reflected sales promotion activities to cultivate loyal customers and win
new customers, promotion of cross-use of services, and further opening up the Rakuten Ecosystem. In
particular, services such as the Internet shopping mall Rakuten Ichiba and Rakuten 24, which sells
medical supplies and daily necessities by mail order, saw an uplift in transaction volume due to
increased demand for online shopping in Japan following the growth in so-called “stay-at-home
consumption” triggered by the voluntary restraints on outings intended to prevent the spread of the
COVID-19 pandemic. On the other hand, our online travel booking service, Rakuten Travel, was
affected by a slump in reservations and a series of cancellations due to factors including voluntary
business closures, the avoidance of all non-essential travel and the declaration of a state of emergency
in April and May 2020. As a result, revenue for Rakuten Travel decreased compared to the prior year,
despite an improvement in revenue in the third quarter onward resulting from a recovery in travel
bookings following the launch in July 2020 of the Japanese government’s “Go To Travel” campaign,
which was subsequently suspended in December 2020 to prevent the resurgence of the COVID-19
pandemic. In addition, due to the cancellation of many sports events throughout Japan and the
imposition of restrictions on the number of visitors to professional baseball regular-season games and
soccer’s league competitions in 2020, revenue of our professional sports business for the year ended
December 31, 2020 also decreased significantly compared to the prior year.

Revenue in the FinTech segment increased for the year ended December 31, 2020 compared to
the prior year due mainly to the continued expansion of the Rakuten Card membership, with the
number of members topping 20 million in June 2020 and 21 million in November 2020. While
consumption in lodging and dining services decreased due to the COVID-19 pandemic compared to
the prior year, the growth in transaction volume mainly in online shopping contributed to an increase in
revenue, resulting in transaction value of credit card shopping with Rakuten Card exceeding ¥11 trillion
for the year ended December 31, 2020. At Rakuten Bank, the number of new bank accounts rose
steadily after the total number of accounts exceeded 9 million in June 2020, leading to increased
income from service transactions, which contributed to revenue growth. Similarly, revenue of Rakuten
Securities increased compared to the prior year as a result of an increase in the number of new
accounts, with the total number of cash management accounts reaching approximately 5 million as of
December 31, 2020, and an increase in commissions from domestic shares and foreign currency
trading.

Revenue of the Mobile segment increased for the year ended December 31, 2020 compared to the
prior year due mainly to an increase in the number of applications for subscription to Rakuten Mobile’s
MNO network following the launch of commercial services in April 2020 and the resulting acquisition of
new customers. The customer base for our digital contents services, which includes e-book and video
streaming services, has continued to expand, fueled by expanding demand for online content services
during the COVID-19 pandemic.

Operating Expenses

Operating expenses for the year ended December 31, 2020 were ¥1,579,630 million, an increase
of ¥312,728 million, or 24.7%, from operating expenses of ¥1,266,902 million for the year ended
December 31, 2019. This increase was due mainly to an increase in expenses associated with sales
activities to increase revenue, including advertising and promotion expenses, an increase in expenses
related to logistics facilities in the Internet Services segment and an increase in expenses in the Mobile
segment related to the construction of b