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1. Executive Summary

Company Overview

Perfect Corp. ($1.87) - (EV) of approximately $58.9 million is a leading Software-as-a-Service
(SaaS) provider specializing in artificial intelligence (Al) and augmented reality (AR) solutions for
the beauty and fashion industries. As of February 28, 2025, the company's stock price is $1.87,
with a market capitalization of approximately $194.53 million.

Perfect Corp. offers a suite of Al and AR-powered SaaS solutions, including Beauty Al, Skin Al,
Fashion Al, and Generative Al, serving over 730 brand clients globally. The company's
technologies are integrated into various platforms, enhancing customer engagement and driving
sales growth for beauty and fashion brands.

Recent Developments (Last Quarter & Current Quarter)

e Financial Performance: In Q4 2024, Perfect Corp. reported a 12.4% year-over-year
increase in revenue, reaching $15.9 million. The total revenue for the year 2024 was
$60.2 million, marking a 12.5% increase compared to the previous year.

e Acquisitions: On January 8, 2025, Perfect Corp. completed the acquisition of Wannaby
Inc. from Farfetch US Holdings, Inc. This strategic move expands Perfect Corp.'s 3D
virtual try-on solutions to shoes, bags, clothes, and scarves, enhancing the digital
shopping experience.

e Partnerships: In February 2025, Perfect Corp. partnered with Inovshop Group to launch
its Al Skin Analysis tool, Skincare Pro, at Amazon's first parapharmacy in Milan. This
collaboration aims to transform traditional shopping into an immersive, tech-enhanced
experience.

e Product Launches: The company introduced new Al-powered features, enhancing its
product offerings and solidifying its position as an Al powerhouse in the beauty and
fashion tech industry.

2. Business Model & Market Position



Core Business Model

Perfect Corp. operates on a SaaS model, providing Al and AR technologies to beauty and
fashion brands. Its primary revenue streams include enterprise SaaS solutions, YouCam mobile
apps, and web subscriptions. The company's business strategy focuses on digital
transformation for brands, enhancing customer engagement, and driving sales growth while
prioritizing sustainability and social responsibilities.

Key Business Segments

e Enterprise SaaS Solutions: Offers Al and AR technologies to over 730 brand clients,
enabling virtual try-on experiences, Al skin analysis, and personalized product
recommendations.

e YouCam Mobile Apps: Provides consumers with interactive beauty and fashion
experiences, contributing to the company's revenue through app subscriptions and
in-app purchases.

Industry Outlook

The beauty and fashion industries are increasingly adopting Al and AR technologies to enhance
customer experiences and streamline operations. Trends such as personalized shopping
experiences, virtual try-on solutions, and Al-driven skin analysis are becoming standard
offerings. However, challenges include data privacy concerns and the need for continuous
innovation to stay ahead in a competitive market. Opportunities lie in expanding Al and AR
applications, forging strategic partnerships, and entering emerging markets.

3. Financial Analysis

Key Financial Metrics (FY2024 vs. FY2023)

FY2024 FY2023 % Change
Revenue $60.2M $53.5M +12.5%
Net Income $5.0M $5.4M -7.3%
Gross Profit $46.9M $43.1M +8.9%
Total Assets $147.0M $139.2M +5.6%
Total Liabilities $34.2M $30.8M +11.0%
Total Equity $112.8M $108.4M +4.1%




Financial Performance Breakdown

e Revenue
o FY2024 revenue increased by 12.5%, reaching $60.2M, up from $53.5M in
FY2023.
o This growth was driven by increased adoption of Al and AR solutions, higher
enterprise SaaS subscriptions, and mobile app revenues.
o The company's strategic acquisitions and partnerships also contributed to
revenue expansion.
e NetIncome
o Net income declined by 7.3% to $5.0M, compared to $5.4M in FY2023.
o The decrease was primarily due to higher operating expenses, particularly in
sales, marketing, and R&D investments to support growth initiatives.
o However, on an adjusted basis, net income rose 18.6% to $8.3M, reflecting
operational efficiencies.
e Total Assets and Equity
o Total assets increased by 5.6% to $147.0M, driven by higher cash reserves,
acquisitions, and R&D investments.
o Total liabilities rose by 11.0% to $34.2M, reflecting higher operational costs and
expansion-related spending.
o Total equity grew by 4.1%, indicating strong financial stability despite higher
expenses.

Financial Ratios and Liquidity

e Gross Margin: 78.0% (FY2024) vs. 80.6% (FY2023) (-2.6pp) — Slight decline due to
increased third-party payment processing fees.

e Operating Margin: Not disclosed, but expected to remain stable with growth in
high-margin Saa$S revenues.

e Net Profit Margin: 8.3% (FY2024) vs. 10.1% (FY2023) — Lower due to rising operational
expenses.
Current Ratio: Strong liquidity position, supported by $127.1M in cash reserves.
Debt-to-Equity Ratio: 0.02x, indicating low financial leverage and strong balance sheet
stability.

Analysis

e Revenue Growth & Market Expansion
o Double-digit revenue growth (+12.5%) highlights successful expansion in Al &
AR-powered SaaS solutions.
o The acquisition of Wannaby Inc. and new B2B partnerships further bolster
long-term revenue potential.
e Profitability & Cost Control



o Despite rising operational expenses, adjusted net income grew by 18.6%,
indicating cost efficiencies.

o Declining net margin (-7.3%) suggests the need for better expense management

to maintain profitability.

e Liquidity & Leverage
o With $127.1M in cash reserves and minimal debt, Perfect Corp. maintains strong
liquidity to support future investments.

o The low debt-to-equity ratio (0.02x) suggests minimal financial risk, providing

room for future strategic financing if needed.

e Final Takeaways
o Revenue growth remains strong, driven by Al & AR solutions, partnerships, and
acquisitions.

o Profitability remains stable despite rising costs, but expense management is key

for future earnings growth.

o Liquidity is strong, with ample cash reserves and low debt levels ensuring
financial flexibility.

4. Financial Projection (FY2025 - FY2027)

Revenue & Earnings Forecast

FY2025E | FY2026E % Change FY2027E % Change

(YoY) (YoY)

Revenue $68.5M | $80.2M +17.1% $95.0M +18.5%

Gross Profit $54.2M | $64.8M +19.5% $78.0M +20.3%

Gross Margin 79.1% 80.8% +1.7pp 82.1% +1.3pp

Operating $50.5M | $57.0M +12.9% $64.5M +13.2%
Expenses

Net Income $7.8M $12.5M +60.3% $18.6M +48.8%

Total Assets $158.0M | $175.5M +11.1% $195.0M +11.1%

Total Liabilities $38.5M | $41.0M +6.5% $44.5M +8.5%

Total Equity $119.5M | $134.5M +12.5% $150.5M +11.9%

Revenue Growth Assumptions

e FY2025: Revenue projected at $68.5M, driven by higher adoption of Al-powered beauty
& fashion SaaS solutions and expansion into virtual try-on for fashion and accessories.




e FY2026: Revenue expected to increase to $80.2M, supported by new B2B partnerships,
expanded enterprise SaaS solutions, and geographic expansion.

e FY2027: Revenue reaching $95.0M, reflecting continued market penetration, Al
innovations, and enhanced digital shopping experiences.

Operating Expenses & Cost Efficiency

e RA&D Investment: Increased but at a lower rate than revenue growth, reflecting
operational efficiencies.

e Sales & Marketing: Expanded customer acquisition strategies, influencer
collaborations, and Al-driven marketing tools.

e Manufacturing & Production Costs: Anticipated cost efficiencies in Al processing &
cloud services, leading to higher gross margins.

Net Income & Profitability Expectations

e FY2025: Net income of $7.8M, reflecting a shift toward sustainable profitability.
FY2026-FY2027: Net income projected to rise significantly, reaching $18.6M by FY2027,
signaling strong operational success and scalability.

Cash Flow & Funding Needs

e FY2025-2026: Limited capital raises expected; growth is expected to be funded by
operational cash flow.

e FY2027: Self-sustaining, reducing dependence on external funding and potential
dilution.

Key Risks to Financial Projections

e Market Adoption Risks: Slower-than-expected uptake of Al-driven virtual shopping &
beauty tech could impact revenue growth.

e Operational Scaling Challenges: Expanding Al infrastructure, maintaining cloud
efficiency, and handling increased demand without bottlenecks is critical.

e Competitive Landscape: Rival companies may develop alternative virtual try-on or
Al-powered skincare solutions, reducing Perfect Corp.’s market share.

Final Outlook:

Perfect Corp. (PERF) is positioned for strong revenue growth and profitability, backed by Al
advancements, expanding partnerships, and enhanced Saa$S solutions. If the company
executes its strategy effectively, it could exceed expectations and further solidify its position in
the digital beauty and fashion space.



5. Risk Matrix for Perfect Corp. (PERF)

Risk Factor Impact | Likelihood Mitigation Strategy
Level
Market Adoption High Medium Increase consumer education, expand B2B
Risk partnerships, and enhance Al capabilities to
drive adoption.
Regulatory & Data High Medium Ensure compliance with GDPR, CCPA, and
Privacy other data protection laws; invest in
cybersecurity and transparency.
Competitive High High Differentiate through proprietary Al & AR
Pressure technologies; expand into untapped
markets.
Technology Medium Medium Continuous R&D investment and AI/AR
Obsolescence innovation to maintain a competitive edge.
Funding & Liquidity Medium Medium Maintain strong cash reserves and explore
Risks strategic partnerships to sustain growth.
Macroeconomic Medium Medium Diversify revenue streams and focus on
Downturn high-demand Saa$S offerings in essential
markets.
Cybersecurity Medium High Implement robust cybersecurity measures,
Threats conduct regular security audits, and ensure

strong data encryption.




Supply Chain Low Medium Diversify cloud hosting providers and
Disruptions maintain multiple Al infrastructure suppliers
to ensure reliability.
Customer Medium Medium Expand client base across different

Concentration Risk industries and increase recurring SaaS

subscriptions.

6. Valuation & Investment Thesis

Valuation Analysis

Comparable Company Analysis (Market Multiples)

Company P/S Ratio EV/Revenue P/B Ratio
Perfect Corp. (PERF) 3.18x 1.21x 1.17x
Meitu Inc. 2.5x 1.8x 1.5x
ModiFace (L'Oréal) N/A N/A N/A
GlamST N/A N/A N/A
Orbo Al N/A N/A N/A

Note: Financial data for private companies like ModiFace, GlamST, and Orbo Al are not publicly

available.

e P/S Ratio (Price-to-Sales): PERF's P/S ratio of 3.18x is slightly higher than Meitu's
2.5x, indicating a premium valuation.

e EV/Revenue (Enterprise Value-to-Revenue): PERF's EV/Revenue ratio of 1.21x
compares favorably to Meitu's 1.8x, suggesting a more attractive valuation.

e P/B Ratio (Price-to-Book): PERF's P/B ratio of 1.17x is lower than Meitu's 1.5x,
potentially indicating undervaluation.

Discounted Cash Flow (DCF) Valuation

Assumptions:




e Discount Rate (WACC): 14%, reflecting the company's growth stage and associated
risks.
Revenue Growth Rate: 13% for FY2025, 14.5% for FY2026, and 15% for FY2027.
Terminal Growth Rate: 3%, aligned with the long-term growth prospects of the
Al-driven beauty and fashion tech industry.

e Projected Free Cash Flow (FCF): Expected to turn positive in FY2026.

Valuation Output:

e Intrinsic Value Estimate: $2.50 - $3.00 per share.
e Current Price: $1.88 per share.
e Upside Potential: Approximately 33% - 60% over the next 12-24 months.

Investment Thesis

Bull Case (Growth Potential)

e Innovative Technology: PERF's Al and AR solutions are revolutionizing the beauty and
fashion industries, offering personalized experiences that enhance customer
engagement.

e Market Expansion: The company's recent acquisition of Wannaby Inc. expands its AR
capabilities into the fashion sector, opening new revenue streams.

e Financial Performance: Q4 2024 revenue increased by 12.4% year-over-year, driven
by strong demand for AlI/AR cloud solutions and mobile app subscriptions.

Bear Case (Risks & Challenges)

e Market Adoption Uncertainty: While innovative, Al and AR technologies require
significant consumer and industry adoption, which may take time.

e Competitive Landscape: The industry includes well-established players like Meitu and
emerging companies like Orbo Al, which could impact PERF's market share.

e Financial Metrics: Despite positive net income, PERF's operating income remains
negative, indicating potential operational challenges.

Outlook

PEREF is positioned at the intersection of technology and fashion, with its Al and AR solutions
gaining traction. Successful integration of recent acquisitions and continued innovation could
enhance its market position. However, investors should monitor adoption rates and competitive
dynamics closely.

Recommendation:

e Short-Term (2025): HOLD, awaiting further evidence of sustained revenue growth and
operational profitability.



e Medium-Term (2026): BUY, contingent on positive earnings reports and successful
market expansion efforts.

e Long-Term (2027+): STRONG BUY, if PERF achieves consistent profitability and
solidifies its position as a leader in Al-driven beauty and fashion technology.

Final Verdict:

Perfect Corp. presents a compelling investment opportunity in the Al and AR sectors of the
beauty and fashion industries. While there are inherent risks associated with market adoption
and competition, the company's innovative solutions and recent financial performance suggest
potential for significant growth. Investors should weigh the growth prospects against the
challenges and consider their risk tolerance when making investment decisions.

7. Conclusion & Strategic Considerations

Conclusion

Perfect Corp. (PERF) is at the forefront of Al and AR-powered beauty and fashion technology,
enabling virtual try-ons, Al-driven skin analysis, and personalized shopping experiences. While
the company has established itself as a leader in this niche market, competition, market
adoption rates, and financial performance remain key factors to watch.

e Valuation: PERF trades at a P/S ratio of 3.18x, slightly above industry peers, reflecting
its Al-driven growth potential.

e DCF Valuation: Intrinsic value estimated at $2.50 - $3.00 per share, implying 33-60%
upside if the company sustains revenue growth.

e Profitability: Expected break-even by FY2026 and consistent profitability by FY2027,
supported by Al-driven SaaS expansion and cost efficiency improvements.

e Investment Rating: Speculative Buy — Suitable for risk-tolerant investors with a 3-5 year
investment horizon.



Strategic Considerations for PERF
1. Revenue Diversification & Growth Strategy

e Expand beyond beauty and fashion into adjacent industries like healthcare (Al skin
diagnostics) and jewelry (virtual try-on).

e Strengthen B2B partnerships with luxury and mass-market brands to increase enterprise
SaaS adoption.

e Explore international expansion in emerging markets where digital shopping experiences
are growing.

2. Cost Management & Operational Efficiency

e Optimize cloud infrastructure costs to improve gross margins.
e Enhance automation in Al and AR model training to reduce operational expenses.
e Balance R&D investment in Al innovation with profitability goals.

3. Financial Stability & Capital Allocation

e |everage strategic partnerships to fund Al development without excessive equity
dilution.
Maintain a strong cash position to support long-term growth initiatives.
Explore M&A opportunities to integrate smaller Al-driven beauty and fashion startups.

4. Competitive Positioning & Market Expansion

Strengthen brand recognition as the go-to Al/AR provider for beauty and fashion brands.
Differentiate from competitors like ModiFace (L'Oréal) and Revieve by offering more
advanced Al personalization tools.

e Enhance consumer-facing applications (YouCam apps) to drive direct engagement and
recurring revenue.

Final Outlook

PERF presents a high-growth investment opportunity in the Al-powered beauty and fashion
space. If the company successfully scales its enterprise SaaS model, expands into new
verticals, and improves operational efficiency, it could achieve long-term profitability and higher
valuation multiples. However, market adoption challenges, competition, and Al development
costs remain key risks.

Final Recommendation: Monitor closely & accumulate on dips for long-term upside.

8. Disclosures & Disclaimers

Stock Price & Investment Risk Disclaimer



Stock prices are highly volatile and subject to fluctuations based on market conditions,
macroeconomic factors, and company-specific developments. This report is for informational
and educational purposes only and does not constitute investment, financial, legal, or tax
advice. Past performance does not guarantee future results. Investors should conduct
independent research, assess their risk tolerance, and consult with a licensed financial advisor
or investment professional before making any investment decisions.

Al-Generated Content Disclaimer

This report may include Al-generated insights, supplemented with human oversight and
analysis. While we strive for accuracy, all information is derived from publicly available sources
and is subject to errors, omissions, and updates. We do not guarantee the completeness,
reliability, or accuracy of the information presented.

Financial Relationship Disclosure

Perfect Corp. (NYSE: PERF) is a paid participant at our conference. However, this report has
been prepared independently and does not reflect any financial incentive, sponsorship, or direct
influence from the company.

Ownership Disclosure

The authors of this report do not hold, directly or indirectly, any stock, options, or financial
interests in Perfect Corp. (NYSE: PERF) at the time of publication.

Forward-Looking Statements Disclaimer

This report contains forward-looking statements that involve known and unknown risks,
uncertainties, and assumptions. These statements are based on available data and projections
but are subject to change due to regulatory developments, financial performance, competitive
pressures, and macroeconomic conditions. Investors should carefully review Perfect Corp.’s
latest SEC filings, including its 10-K and 10-Q reports, for updated risk factors and financial
disclosures. We assume no obligation to update or revise forward-looking statements as new
information becomes available.

Legal Safeguards

This report is not a solicitation to buy or sell securities and should not be interpreted as financial
advice. Neither the authors nor the publishing entity shall be held liable for any investment
decisions made based on this report. Always conduct thorough due diligence before investing.
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