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[4011 Headwaters Sector : Information & Communication]

Ciocalveu  Netsales Yoy Opr'frr;ﬂ”g Yov OLdr'c';firy YoY  Proft Yoy EPS BPS DPS
(mnyen) (%) (mnyen) (%) (mnyen) (%) (mnyen) (%) (yen) (yen) (yen)
Dec. 2019 1,067 143 120 1654 121 1363 100 1304 1217 4650 0.0
Dec. 2020 1153 80 169 406 155 284 153 529 1805 8198 0.0
Dec.2021 CE 1,154 01 75 555 77 504 23 -849 249 . - 00
Dec.2021 E 1,147 05 76 -55.1 78 -49.9 24 843 257 8517 0.0
Dec.2022 E 1,288 123 109 434 109 399 74 2089 794 9311 00
Dec.2023 E 1433 113 146 339 146 339 100 346 1069 1,0380 0.0

Note: CE(company expectations),E(Stock Research Center expectations)
Source: Stock Research Center

1. Corporate Overview

Headwaters develops the Al solution business, engaged in one-stop provision of
complicated Al introduction processes.

The company provides the Al integration service, in which the company conducts IT
system development using Al, the digital transformation service, in which the company
conducts IT system development without using Al, the product service, in which the
company provides its own Al products, etc., and the OPS service, in which the company
conducts improvement and maintenance of systems it developed.

2. Financial Analysis

From the fiscal year ended December 2017 to the fiscal year ended December 2020, due
to factors including an increase in sales composition of the Al integration service, which
has high profitability, ordinary profit increased 99.8% per year while the increase in net
sales was 7.7% per year.

From the viewpoint of growth potential and profitability, the company is more attractive
than similar listed companies.

3. Non-Financial Analysis
The source of intellectual capital of the company is the service provision structure that
responds to customers’ IT systems and needs.

4. Corporate Strategy Analysis

The company’s growth strategy is to expand existing business with the acceleration of Al
introduction, to diversify revenue sources with the use of external resources, to enhance
its revenue base by increasing the ratio of stock type sales and to respond to the era of
practically using Al by securing new revenue sources.

5. Analyst Evaluation

The Stock Research Center estimates a 0.5% decrease in revenue and 55.1% decrease
in operating profit for the fiscal year ending December 2021, which is similar to the
company’s plan, based on the results of the first half of the fiscal year which recorded a
large decrease in profit due to stagnant sales centering on the digital transformation
service as well as an increase in personnel expenses, etc.
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The Stock Research Center estimates a 12.3% increase in revenue and 43.4% increase
in operating profit for the fiscal year ending December 2022 as well as an 11.3% increase
in revenue and 33.9% increase in operating profit for the fiscal year ending December
2023 assuming factors such as an increase in net sales due to enhanced marketing
capabilities with increased number of consulting team members, etc. as well as
improvement in gross profit margin with an increase in the sales composition of the Al
integration service.
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About Stock Research Center

Stock Research Center is engaged in the preparation of analyst reports, mainly on companies that are not sufficiently
covered by analysts, based on a neutral perspective, and broadly disclose the reports to the public with an aim to
revitalize the stock market.

Note: Reports prepared by Stock Research Center are created in reference to the Ministry of Economy, Trade and
Industry’s Guidance for Integrated Corporate Disclosure and Company-Investor Dialogues for Collaborative Value
Creation.
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Certification by Analysts

Analysts indicated in the reports certify that the content indicated in the report precisely reflects the personal opinions
of the analysts on all securities and issuer companies discussed in the report. In addition, it is ensured that the opinions
directly or indirectly indicated in the report will have no influence on the analyst's compensation in the past, present,
and future upon writing the report.

Disclaimer

- The report is prepared by stock analysts affiliated with the Stock Research Center for the purpose of disclosure to a
wide range of investors as reference information and not to recommend or solicit to buy or to sell any particular
securities or financial instrument.

- The content and indication of the report is based on disclosed information available publicly and is prepared by
adding necessary supplementary information gained through interviews by analysts. The writer of the report is,
without exception, prohibited to use insider information, or to acquire such information. The information included in
the report is believed to be precise and reliable, but its preciseness is not verified objectively. In addition, the report
is not intended to comprehensively include all information required by investors.

- The information included in the report may become outdated due to changes in the financial market, economic
environment, etc. There are risks that the prices of stocks featured directly or indirectly in the report will fall below
the par value due to fluctuations in stock prices, changes in management/financial conditions of the issuers,
fluctuations in exchange rates or interest rates, etc. Past performance does not imply or guarantee future
performance.

- The opinions indicated in the report are subject to change without notice and the Stock Research Center has no
obligation to update the information or opinions included in the report.

- The Stock Research Center does not bear any responsibility for any results, including direct losses, indirect losses,
losses of profit and damages, suffered by investors due to using the report or relying on the report. Final investment
decisions shall be made by investors themselves and the sole responsibility concerning the investment lies with the
investors that viewed the report.

- The copyright of the report belongs to the Stock Research Center and it may not be copied, reproduced, quoted, etc.
in any form without prior consent.




