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Company overview

Company Overview

Recent

Acquisitions

\'4

Japan based Recruit Holdings provides HR
solutions through global job-search platforms
Currently undertaking ambitious global
acquisition strategy with large US and
Canadian recent acquisitions

Large troves of data across different
‘life-event’ domains (i.e. employment, bridal,
travel, education) data-analytics-ready

treatwell

glassdoor palbaiibily
WORKOPOLIS

indeed

Key Statistics

2568.4

232.2
180.6 1914 I2022 I
2014 2015 2016 2017 2018
EBITDA (billions of yen)

2014 2015
Total Revenue 1,192 1,300
% Growth YoY 14% 9%
Cost of Sales 602 645
Gross Profit 589 655
% Gross Margin 49% 50%
SG&A Expenses 485 533
Operating Income 104 123
Pro-forma EPS (¥) 196.44 197.24
Free Cash Flow 121 131

Source: Recruit Holdings Annual Reports 2013 - 2018

MC: 5,235
Cash: (389)
Debt: (733)
EV: 4,413

Market Cap
and EV
(billions of yen)

JPY 4000

Valuatlon (30% upside)

Price Target

2016 2017 2018
1,589 1,942 2,173
22% 22% 12%
832 1,052 1,159
756 890 1,014
48% 46% 47%
642 711 817
114 180 197
79.00 80.42 86.74
149 136 174



The current operating model is fee driven from various platforms

\'4

o e Indeed offers job matching platform for job seekers D  svumo e SUUMO offers matching platform for home

'g and employers % A-En235- seekers and real estate providers
> S f4ndeed e Job seekers have free access to millions of jobs = 3 ‘Q e Major earnings come from advertising fees on
S § aggregated from the web. Employers only pay if a 2 T website, and publications
RS job seeker clicks on the job o
£ S L = e Zexy provides matching platform for marrying
o | O : fal —~ [}
|2 E e Through reviews and |er|ghts generated by users, _8 -g t,}:}{ couples and wedding service providers
o Q,; M Qlassdgor prqwdes highly transparent company g m e Main business earnings driven by advertising
I & U information to job seekers w| © fee on website

N glassdoor o Raviews and insights cover everything from 5 §

o Company re\(|ews, Sa'?”es’ peneflts, to questions E_: %‘ e Hot Pepper Beauty matches individuals with

- and impressions from interviews ° 2 beauty services providers
0 N o Weauty

s 8 ) . . o o e Advertising fee charged based on information
o °§, S E * Recruit’s staffing service matches employersand @ - placed on website
= ST job seekers for temporary positions Bl T
b= S © 0 = o]
g -3 % o VVOrfr k—basaed fee charged based on the work % o e Hot Pepper Gourmet matches individuals

o 2 errorme ] HOTPEPPER I

g RS P O z @Fi% with restaurants |

Q g o e Restaurants are charged a fee for posting

o | — , HRSolution business has two revenue streams: S descriptions and coupons online
5 3 L 8 advertising fees and success fees Eg B 5 e Jalan Net mgtches travelers and
£l2 & € e Forthe advertising service, a fee is charged for a3 YD accommodations operators .
Sls >3 posting ads on magazines, websites, or apps o B e e Fees are driven by room rates and prices for
o Lé Q E e For the placement service, fees are charged when § L activities which are booked through Jalan.net
T < candidates commence working

Source:Recruit Holdings https://recruit-holdings.com/what/segment/



Our Investment Thesis is driven by three areas
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e o
N ® o
I o o
Work Reform Big Data Ecosystem
e Japanese government structural e The Rise of Big Data will provide e Recruit has built strong
reform to address shrinking and new opportunities for HR relationships with corporates
ageing workforce companies with large data and job seekers driven by #1
e Increasing demand for HR troves: Recruit’s strong suit job platform Indeed
services as participation rates of e Clients will receive tailored data e Loyalty driven by value-adding
women and foreign workers analytics to enable better life services integrated within

increase products decisions their life-events ecosystem



Abenomics driven work reform is changing the HR landscape
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N Work Reform

Japan’s economy has long been criticised for
traditional business practices, slow decision
making outpaced by economies US and China
Current ongoing structural reform intends to
open the economy, modernise the workforce
and change work practices to foster
innovation and growth

This sets the perfect scene for Recruit who are
pursuing aggressive domestic and global
acquisition in the job search market, with the
staffing business comprising 60% of the
business

We see significant upside on the back of a
global trend in the staffing industry with 50%
global growth since 2008

Key Statistics

Global Staffing Industry Revenue
(in billions of US dollars)

2008

2009 2010

women
employe

2012-2017

h

2011 2012 2013 2014 2015 2016 2017 2018 2019

increase in
Expat job
applications

wage increase:
highest since
1995

d

Source: Abenomics: https://www.japan.go.jp/abenomics/index.html
ttps://www.statista.com/statistics/624116/staffing-industry-revenue-worldwide/



https://www.japan.go.jp/abenomics/index.html
https://www.statista.com/statistics/624116/staffing-industry-revenue-worldwide/

The Rise of Data: the new Big Data model of HR tech

\'4

:]'_’]-o Big Data

Since its founding in 1963, Recruit has been
collecting data from clients across a wide
range across its staffing and media &
communications segments

Utilising a ‘Ribbon’ model, Recruit ties
together user data together to match and
package them up for clients

Dr Alon Halevy, an ex-Google researcher
expert in data integration heading up efforts to
integrate data from each vertical to synergise
data ecosystem

Key Statistics

21
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2016

Big Data Revenue Worldwide by major segment
(in billions of US dollars)

2017

2018

2019

2020

m Software = Hardware

33
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2026 2027

27
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31
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!
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Source: Big Data Revenue Worldwide 2016-2027

https://www.forbes.com/sites/louiscolumbus/2018/05/23/10-charts-that-will-change-your-perspective-of-big-datas-growth/#50c5f6 712926



https://www.forbes.com/sites/louiscolumbus/2018/05/23/10-charts-that-will-change-your-perspective-of-big-datas-growth/#50c5f6712926

Strong stickiness with existing customer ecosystem

V
[ &= ]
« e Customer Ecosystem
[ == J
e Atits core, the different domains across HR Ribbon Model

Technology, Media & Solutions and Staffing
drive customer loyalty

e The ecosystem is inorganically growing via
recent acquisitions of Glassdoor and W HR Technology —
Workopolis - this trend is set to continue to o el
further bolster the ecosystem and build on
Indeed - the World’s Number 1 job-search
platform

® The unique value proposition of Recruit A platform that matches users and clients

Holdings are the cross-synergies of different _

lifestyle businesses that provide data on indeed app Employer

customers downloads reviews on
Jan 2017 /I-‘ndeed

Source: Recruit Holdings Annual Report 2018
Recruit Holdings Investor Relations Report 2017




Valuation using the DCF method shows 30% upside

A4
Valuation Assumptions Target Price
e Reomit Holdings Co., Lid, operates 8 main _UHPY
. . n -
businesses (HR Technol Medi
_ ( eg ology, Media & f:’ WACC|EBITDA multiple
Solutions, and Staffing) 7
F FY 2012 to FY 2016 (JGAAP h = A 192 182 2. 222
e rrom © ( ), eac S 203%|  3,243.9 3,600.1 39563  4,3126 4,668.8
business shows revenue growth of CAGR ‘g 393%|  3,1240 3,465.4 3,806.8 4,148.2 4,489.6
0, 0, 0, |
18.1%, 6.3% and 17.9% respectively é’ 4.93% 3,010.2 3337.4 3,664.7 3,992.0 4319.3
e Based on historical data, the team made 5.93% 20018 39157 35006 38435 4157 4
adjustments via research and interviews 6.93% 27988 2099.9 3 4011 37023 4003.4

e Assumed that the cost structure remains
unchanged from the most recent financials

e EV-EBITDA Ratio used to avoid the effects of
depreciation/amortization and tax

e Forthe past 5 years, the target’s EV to EBITDA ratio
has ranged from 9.50 to 22.90 with median of 14.50
e  Based on DCF valuation, we estimate a target price of
JPY 4,000/share, expecting upside potential profit of
30%
° (JPY 3,089 as of 2nd Nov)
Source: Recruit Holdings Annual Reports 2013 - 2018



Technical analysis supports Bullish Trend and price target
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e  Bullish trend began after breaking out from its e T e
sideways movement November 2016 ‘ 03846.6) ":
e  After experiencing its biggest drop from its all-time J|l B
high of ¥3845, it is currently trading at the area of ! LU o
Support 1 .|J1‘ ' | — e

Support 1 (¥2870) which is, incidentally, close and
above the uptrend line.
e  Moreover, the drop is not accompanied with huge

0.5(2462.3) 25000

0.618(2135.6)

s
trading volume, which shows that the selling R e i o
pressure is not as strong as it seems o

e  Confluence of technical indicators, including the . — o0
0.382 Fibonacci Retracement level, provides ) .
evidence the stock is still in a bullish trend o P = ,.,,*

e  Should price breach Support 1 and the uptrend
line, possible support will be at the ¥2500 level
(Support 2) resulting in a downside risk of 13%.
However, the upside is 35% which makes the
risk/reward ratio high enough to execute and in line
with our DCF price target

Source: TradingView, accessed on October 30



Global competition for the HR space is heating up
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e  Established Internet companies moving into the work

space (threat of FAANG) ’
e  Established work internet companies moving into the
recruitment and skills space (i.e. LinkedIn) ‘ J
®

e Therise of Artificial Intelligence may threaten the
staffing business through disruptive data usage

e Pressure on domestic demand due to aging and
shrinking Japanese population may dampen returns



Management analysis however shows depth & tech savvy board
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. e Revamping their corporate
LeaderShlp governance policies and
) procedures in 2018, thisis a
Current Executive Board strong driving factor behind

our team’s optimism on
stock performance relative to
the Nikkei 225
e The team spoke to Mr
' lkeuchi - the Chief HR Officer
( about their direction
‘ “ h‘ . o  Notable acquisitions in
Masumi Minegishi ~ Shogo lkeuchi Keiichi Sagawa Rony Kahan Naoki lzumiya Hiroki Totoki 2018 likely to continue
in the short to mid

President, CEO, and CSO, CHRO, and CFO, CRO, and Board Director External Board External Board

Representative Senior Managing Senior Managing Director Director term

Director Corporate Executive Corporate Executive . ,
Officer Officer o  Recruit are assessing

venture opportunities
in Silicon valley

rRECRUIT

Source: Recruit Holdings Annual Report 2018
Patient Impatient Capital Primary Research



