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Disclaimer

The financial results for 4Q 2017 have been prepared on an unaudited basis,
and may be subject to change during independent auditing process.

Please note that NCSOFT will not be responsible for individual investment decisions based
on this material.

% Major Consolidated Subsidiaries (K-IFRS based):

NC West Holdings(100%, USA), NC Europe(100%, GBR), NC Japan(100%, JPN),
NC Taiwan(85%, TWN), NCSOFT Corporation(HQ, KOR),

NCSOFT Service(100%, KOR), NC Dinos (100%, KOR),

NC ITS(100%, KOR), Ntreev Soft(98%, KOR), This Game Studio(40%, CAN)
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1. Financial Highlights (Quarterly)

« Revenue posted KRW 533 billion, up 87% yoy, while operating profit was KRW 189 billion, representing a 86% increase yoy
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1. Financial Highlights (Yearly)

« Fullyear2017 revenue totaled KRW 1 trillion 759 billion (YoY +79%) and operating profit KRW 585 billion (YoY +78%),

breaking another record for the best performing year
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2. Sales Breakdown (Quarterly by Game)

+ Overall mobile game sales posted KRW 327 billion, a decline of 41% qoq as the launch effect of Lineage M faded
« The second expansion pack for Guild Wars 2 was included in full for the quarter lifting sales by 73% qoq to KRW 35 billion
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2. Sales Breakdown (Yearly by Game)

« Mobile game sales posted KRW 995 billion, representing 57% of total revenue

+ Lineage 1 sales ended at KRW 154 billion, a decrease of 59% yoy, user attrition on the back of the success of Lineage M

+ Guild Wars 2 posted KRW 83 billion, an increase of 8%, due to sales from the second expansion pack
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2. Sales Breakdown (by Region)
« Sales contribution from Korea increased significantly driven by the success of Lineage M

Quarterly Yearly

(Unit : KRW mn) (Unit: KRW mn)

2Q 17 3Q17 4Q 17 2015 2016 2017
Royalty 36,130 43,606 59,509 Royalty 98,709 122,073 202,762

B Taiwan 9,310 9,899 9,625 M Taiwan 38,868 42,901 38,293
m Japan 10,450 10,448 11,745 m Japan 42,668 49,446 43,271
m US/Europe 28,731 32,343 50,957 m US/Europe 124,287 155,201 140,361

W Korea 174,001 630,969 401,495 W Korea 533,765 613,936 1,334,034



3. Costs Breakdown

+ Labor cost for 4Q and 2017 total both increased, due to hiring of new developers and bonuses paid related to the success of

mobile games

« Variable cost surged yoy, driven by royalty expenses and distribution fees linked to the revenue growth of mobile game,

but decreased qoq as new game launch effects faded

« Marketing grew both qoq and yoy on the back of new game releases and in-game item events

(Unit : KRW mn)
4Q 16 1Q17 2Q17 3Q17 4Q17 | QoQ | Yov 2016 2017 YoY
Labor cost 99,184 132,359 113490 155470 161,015 4%  62% 383320 562,334 47%
Variable cost 24638 18,749 38310 176413 108205  -39%  339% 65014 341,678 426%
Payment processing fees 9,505 7,952 6,612 7,088 623  -12%  -34% 39,175 27,888  -29%
Distribution fees 6,072 7,294 28,691 166,706 98,985  -41%  1530% 6,458 301,676 4571%
Royalty 568 2,829 2,267 1,612 1206 -25%  112% 2,659 7913 198%
Box & merchandise production fees 6,238 341 450 525 438 -16%  -93% 10,099 1,754 -83%
Others 2,254 333 290 483 1340 177%  -41% e -
Marketing 14261 12,701 24115 22,043 24151 10%  69%
D&A 7,751 7,487 7,216 7,120 6,905 3%  -11% -
Others (*) 37074 37,767 37,926 38427 43831 14%  18%
Total 182,908 209,065 221,057 399,474 344,107  -14%  88%

*4Q17 Others include Bandwidth costs (4,791), Rent (2,663), Wage for outsourced staff (8,104), and Outsourced R&D (1,648)



