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The PALTEK Group (hereinafter “the Group”) demonstrated leading-edge products and technologies 

of high-definition (hereinafter “HD) video compression encoders and decoders (hereinafter “CODEC”) 

at the International Broadcast Equipment Exhibition 2014 (hereinafter “the Inter BEE 2014”) held in 

late November. We, Trias Corporation, are pleased to report on what we learned about technologies, 

which will trigger the Group’s future growth, upon our visit to its booth. In addition, a summary of the 

Group’s Q3 FY12/14 (Jan-Sep 2014) consolidated financial results published on November 6 follows. 

 

Announced Leading-Edge Technologies, Including HD/Ultra-Low Latency CODEC, 
at the Inter BEE 2014” 

The Group’s strategic subsidiary Explorer Inc. (hereinafter “Explorer”) actually exhibited leading-edge 

technologies centered on CODEC, or equipment for data compression/decompression, at the Inter 

BEE 2014 held at the Makuhari Messe during November 19-24. This year’s exhibition was joined by 

977 companies/organizations from 34 countries/regions including Japan, which is comparable to the 

world exhibition NAB Show annually held in Las Vegas and sponsored by a US industry body, the 

National Association of Broadcasters (NAB). 

Explorer, founded in 1992, has strong technological expertise and extensive track records in most 

advanced video/audio processing technologies, with its operation ranging from hardware/software 

designs and manufacture of embedded devices to ODM/OEM supplies in such gadgets as medical 

equipment, manufacturing equipment and sound processors on top of infrastructural broadcast 

equipment. It has a strong technological tie with Japan’s semi-public broadcaster Japan Broadcasting 

Corporation (NHK). In the fiscal years 2013 and 2014, Explorer won research grants for its CODEC 

technologies from the New Energy and Industrial Technology Development Organization (NEDO), an 

incorporated administrative agency governed by the Ministry of Economy, Trade and Industry (METI), 

in charge of new energy and energy saving technologies. 

Among a wide variety of technologies and products Explorer presented this time, Trias focuses on the 

following four demonstrations: 
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1) Remote broadcasting with compact H.264 live transmission equipment 
2) EHH-2015E/D adaptive rate control system 
3) Ultra HD/4K CODEC and ultra-low latency H.265/HEVC CODEC equipment 
4) Ultra-compact signal generator “Clock CUBE” 

Technologically speaking, the technology 1), which is most eye-catching technologies in the year’s 

Inter BEE, should be picked up in the first place. However, Trias daringly places 1) and 2) on top 

because 1) has already been on the market and we expect the product to contribute to profits soon, 

and 2) is perceived as Explorer’s biggest advantage in its CODEC technologies. These details are as 

follow: 

1) Remote broadcasting with compact H.264 live transmission equipment 
This is a breakthrough device in our opinion in terms of its enabling multi-point HD live broadcasting 

with its compact-size and low cost features. The product, branded VideoCast Advance, was 

announced on November 17, or right before the opening of the Inter BEE 2014, by Fuji Television 

Network, Inc. (hereinafter “Fuji”), a Japan’s nationwide broadcaster, and Explorer at the same time. 

VideoCast○R  is a broadcast transmission system Fuji employed in October 2006, which enables 

HD-quality live broadcasting on the Internet, on top of conventional high-speed data link such as 

exclusive networks. Explorer developed and commercialized the encoder (for signal compression) and 

the decoder (for signal decompression) displayed at the exhibition, implementing Fuji’s specification 

and other requirements. With the both being palm-size (9.8 x 6 x 120.45cm) and weighing as light as 

420g, broadcasters can handily air vivid live contents, including news reports, informational programs 

and relayed live sports games/events, even from the places where huge broadcasting vans cannot be 

dispatched. 

Their functional versatility includes simultaneous video decoding of 16 cameras, a wide variety of 

adaptabilities to lower-speed links such as mobile networks and public wireless LANs (Wi-Fi), adaptive 

rate controls alternating link speeds in real time in response to changing network environments, 

collective setting/control of all encoders/decoders on the same link, and low power consumption. 

The demonstration in the exhibition displayed live broadcasting from cameras set at four locations, i.e. 

Odaiba on the Tokyo Bay, Bangkok in Thailand, Hokkaido (Hakodate) Headquarters and the exhibition 

site, simultaneously in one monitor. We sensed its latency time was slightly less than one second, 

sufficiently within a range deemed as real-time, by waving a hand to the camera set there. 
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 Demonstration at the Explorer booth of Inter BEE 2014, using live cameras at four locations  

 
We can expect more cameras will be used in a live broadcasting of events such as sports, as the tag 

price of the product is as low as ¥300,000, much less than at least ¥2mn for existing devices, another 

merit adding to its compactness and light weight. The Explorer’s product should be employed by not 

only Fuji but its affiliate TV networks. 

VideoCast Advance displayed this time was formally co-developed with Fuji and is marketed by the 

broadcaster under its own brand. Explorer, however, can also sell its own brand to domestic and 

overseas broadcasters by changing and/or adding product features. In addition to TV related demand, 

such areas as education, medicals and disaster prevention should also be promising, thanks to the 

product features which enable real-time, two-way voice communication and uninterrupted live 

broadcasting. 

Given these, Trias expects the Explorer’s H.264 small live transmission system to take off rapidly after 

the launch in this November although it is admittedly difficult to predict demand precisely. Still, we view 

the potential market size will be several tens of thousands units only in Japan, believing there should 

be more demand than replacement of existing units as the new products will be utilized in places 

where the conventional systems are impossible, as mentioned above, and as a number of cameras 

used per event is expected to increase. 

 
2)  EHH-2015E/D adaptive rate control system 
Adaptive rate control is not necessarily a today’s leading-edge technology, however, Explorer has 

accumulated extensive know-how and expertise through co-developing devices with NHK that actually 

holds the relevant patents and allows Explorer to freely use them. This technology is employed by the 

high-quality video CODEC applications 1) and 3), which can, in our view, differentiate Explore from its 

competitors.  

Adaptive rate control is a technology enabling to send a certain quality level of voice and video 

transmissions uninterruptedly even with heavy communication traffics. The term “rate” here is largely a 
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synonym of “transmission capacity” or “band width” in the digital communication industry. Sending side 

(encoder) and receiving side (decoder) exchange information of network congestion status to identify  

the optimal communication speed, and high quality voice/video signals are sent and received. 

Needs for the technology have been backed by ever-increasing demand for exchanging real-time 

video data over the Internet. This kind of data exchange has been conventionally done through very 

high-speed lines such as microwaves and satellite communications as data volume has been soaring 

after video signals shifted from analog to digital. In such situations, huge broadcasting vans equipped 

with parabola antennas are used and, when satellite communication is selected, another heavy cost 

for securing a broad band is added on. These vans incur heavy investment burdens of some ¥100mn 

per unit, and their huge sizes as bulky as busses have caused limits in the number of and space for 

vans dispatched. 

Accordingly, the IP transmission has increasingly attracted attentions of broadcasters as the Internet 

offers much lower costs and more freedom in locations. However, IP networks have such fatal 

shortfalls in terms of live video broadcasting that they do not guarantee certain communication speeds 

(band widths) and often cause irregularities or even interruptions in voice/video transmissions when 

traffics are too heavy. In the past, data speeds were intentionally restrained at sufficiently low levels in 

order to circumvent these shortfalls, which inevitably detracted real-time nature of live broadcasting. 

Markedly improving these challenges have been the adaptive rate control technology developed by 

NHK. The broadcaster successfully developed HD IP transmission systems practicable at low 

transmission-speed environment with help from Explorer after it conducted verification tests in its 

actual operation environments for a full year from January 2008 and confirmed validity of the 

technology. This is the Explorer’s model EHH-2011E/D and was introduced by the Kushiro station of 

NHK to send video materials from one of its reporting sites at Nemuro, an easternmost city of 

Hokkaido. 

At the Inter BEE 2014, Explorer exhibited its latest model EHH-2015E/D which supports the higher 

studio format 4:2:2 and lowers the minimum practicable network speed to as low as 64Kbps, while 

video quality itself remained “high-definition,” which is the same with the previous model. The 

specification for the minimum speed means the equipment can compress and decompress HD videos 

with both low latency and high-quality even under very congested Internet environment. 

The demonstration displayed in a control monitor proved the system successfully optimized 

transmission rates almost real-time when it sensed data (packet) losses in sending/receiving data, by 

simulating congestion of networks with band width artificially fluctuated in the range of 12-20Mbps. 

Those lost packets are designed to be resent to and restored as original videos at the receiving side. 
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Competitors could obtain licenses from NHK and develop similar devices equipped with the adaptive 

rate control function, while Explorer boasts it is at least 2-3 years ahead in terms of practical 

applications of the technology. 

 
3) Ultra HD/4K CODEC and ultra-low latency H.265/HEVC CODEC equipment 
Here in the demonstration, compressed (encoded) 4K videos, which contain quadruple data of HD 

quality, were sent through LAN (Ethernet) and decompressed (decoded) to compare original and 

restored videos in each monitor. Also displayed was CODEC, currently under development, with an 

ultra-low latency (100ms), or 1/10 of current models, for 2K HD video transmission 

　Demonstration with UltraHD/4K CODEC and ultra-low latency H.265/HEVC CODEC equipment  

 
We show below our comments on H.265/HEVC, a 4K CODEC format, and our prospects for potential 

demand. 

 
<Why H.265/HEVC Format is Needed?> 
This format, approved in January 2013 by an international standardization body ITU-T (International 

Telecommunication Union Telecommunication Standardization Sector) , is the first one in a decade 

since the predecessor format H.264 (for high-definition) was defined “to support coming 10 years.” The 

new format is an international standard for digital video CODEC technologies and capable of 

compressing twice as much as widely used H.264/MPEG-4 AVC does.  

The new format essentially defines the technology standard for CODEC which can transmit an 

enormous volume of data for HD 4K videos at very high speeds, while it is able to compress data of 

current HD videos by half, meaning the H.265/HEVC format can send data twice as fast as the former 

H.264/MPEG-4 AVC does. To put it the other way around, the new format can send HD videos via 

lower-speed lines. 

 
<Application Areas and Demand Prospects> 
In Japan, test broadcasting of 4K-abled programs started in June 2014 by certain satellite and cable 
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broadcasters. According to a roadmap(*1) by the Ministry of Internal Affairs and Communications (MIC), 

actual 4K services are scheduled only for cable TV Video on Demand (VoD) services in 2014 and 

communication satellite and cable/internet TVs in 2015. 
(*1) “Roadmap of promoting 4K/8K broadcasting” (See a summary shown in Appendix 2.) 

Accordingly, we expect demand for 4K CODEC from broadcasters are somewhat limited in the near 

term. That said, we do expect such demand will take off as increasing needs for higher-speed and 

lower-latency transmission of current HD videos, as mobile operators pursue better-quality video 

services and more carriers aim to improve their network traffics. 

NTT DoCoMo, for example, started to apply the H.265/HEVC format to its “d Animation Store” from 

May 15 this year, and it also plans to distribute a flat-rate animation distribution service “d Videos” for 

4K. The mobile operator explains the transmission speed can be 1,500Kbps for 30-frame full HD 

videos, which is less than the half of the previous format with 3,200Kbps, using its proprietary software 

simulating real-time H.265/HEVC decoding. It started to license the software to PC and smartphone 

makers in March 2013 and already launched eight 4K-abled smartphone models in the summer 2014. 

Behind NTT DoCoMo’s positive stance to H.265/NEVC applications is the firm’s aim to reduce 

communication traffics as a mobile carrier, in addition to enhancing its services by offering better 

quality videos. There have been many troubles possibly triggering subscriber churns, such as bad 

connections and halts in videos; the both caused by network bursts as rapid penetration of 

smartphones has prompted explosive increase in traffics. To prevent these without spending much has 

been the most common priority among mobile carriers. We believe it is a matter of time for DoCoMo’s 

competitors, namely Softbank and au, to employ similar specifications and services, also anticipating 

more penetration of H.265/HEVC among content providers that offer video contents to such carriers. 

There should be many areas, other than telecom carriers and video content providers, where solid 

demands are expected. Most promising areas include medical, security and teleconference in our view. 

Especially in the medical area, significant visible effects are anticipated in such occasions as 

discovering pathologies and hence enabling definite diagnoses and most appropriate operations. Also 

in the telemedicine area which Japanese Government promotes, the power of higher definition would 

be apparent as diseased parts are observed with precise color reproducibility and dimensional 

measurability. 

We believe demand for 2K applications of H.265/HEVC CODEC may take off earlier than widely 

expected, while 4K broadcasting may need some time for actual launches. In fact, Explorer has 

received inquiries from dozens of potential clients. After the examination of actual equipment it would 

be able to post sales within next year, with an expected sales launch in the summer. 
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According to Explorer, its advantages in H.265/HEVC CODEC lie in adaptive rate control function, 

compact size of equipment and low power consumption nature. We found only a couple of exhibitors 

displaying similar equipment at the Inter BEE 2014 and tried interview to them. A development affiliate 

of a leading telecom carrier was presenting one decoder, but no encoder. The only one demonstrating 

the both, to the best of our observation, was a leading electronics maker. Cooling fans of its machines 

were roaring even in the noisy environment of the exhibition, possibly due to its structure with software 

already embedded in FPGA components. At a glance, sizes of these machines were comparable in 

footprints of Explorer’s model (46cm x 42cm) but heights were as three- to four-fold high as Explorer’s 

(7cm). Not surprisingly, none of those are equipped with the adaptive rate control function, which is 

one of advantages of Explorer. (Refer to 2) above for the details.) 

 
4)  Ultra-compact signal generator “Clock CUBE” 
The signal generator was in a sense odd for a device displayed at the Inter BEE 2014. A signal 

generator is in fact a source of various signals used for examining input/output features of electronic 

components/circuits, equipment and systems by emitting constant signals set at a certain frequency. It 

is a kind of standard clock used not only in telecom area but at development and debugging sites of 

much more broader electronics fields, or in other word a mother tool for development. Why Explorer 

dared to display this device attracted our attention? 

Being surely an epoch-making product, it is as compact as just palm-size, measuring 3.3cm each for 

width and depth and 1.6cm for height. Nevertheless, its specification satisfies professional users more 

with strict signal accuracy and frequencies of emission signal ranging 2K-250MHz, adequately 

covering general requirements. Free of AC power units, a USB connector is used for power supply and 

frequency control from portable devices such as smartphones and tablet computers. 

 Demonstration of ultra-compact signal generator Clock CUBE  

 
The tag price of the product with this specification is ¥49,800, significantly less expensive compared 

with signal generators with the same size of commonly used ordinary oscilloscopes, which cost 

¥100,000 to hundreds of thousands yen. Sales launch is scheduled in Q1 FY12/15. However, 
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expected sales volume should be very small even if 10,000 units are sold in one year－less than 

¥500mn based on the tag price versus ¥23.5bn consolidated net sales (FY12/14 forecast).  

Worth noting is the development story of Clock CUBE. It was supposedly developed as a PALTEK’s 

proprietary product for outside clients but the real intention of management was to further broaden the 

Company’s technologies through creating products it never had. For its engineers devoting most of 

their time to design/develop products for certain clients, materializing a product like Clock CUBE 

should have worked as a brain storming, taking them beyond their somewhat entrenched imagination. 

In fact, PALTEK says more than 300 proposals, out of engineers’ playful spirits, were gathered when it 

solicited new product ideas. The Company plans to continue new product launches, the following 

products to Clock CUBE yet to be determined though. The plastic case of Clock CUBE is formed by 

3D printers, which proved to be a big factor for the attractive price, as mold tools as costly as several 

millions of yen are not used. An engineer of PALTEK said he and his peers this time strongly sensed 

potentials of 3D printers in commercial manufacturing, and they were planning to fully utilize the 

machines as tools which bring innovations to manufacturing/developing sites. 

It is easy to imagine how much the commercialization of Clock CUBE has encouraged engineers’ 

incentives, and the demonstration at the Inter BEE 2014 can be another opportunity for the 

encouragement. Inspired by such development, product development sites should bring positive 

impact on the Company’s “core” businesses. 

 

Summary of Q3 YTD FY12/14 Consolidated Financial Results and  
Upward Revisions to FY12/14 Financial Forecasts  

< Summary of Q3 Financial Results > 

Q3 YTD (Jan-Sep) revenues, announced by PALTEK on November 6, exceeded the Company’s 

forecasts, and full-year forecasts were revised up for the third time in this fiscal year. Demands were 

approximately in line with initial guidance; however, the weakening yen against USD resulted in gains 

on the appraisal of “dollar-denominated trade discounts(*2)” which the Company receives on import of 

products, and this, in turn, had a favorable impact on revenues.  

 (*2) Dollar-denominated trade discounts are receivables which the Company receives from U.S. semiconductor 

vendors based on their business practice, and are used as a source for discounts. On procurement, PALTEK pays the 

list price by cash. When PALTEK sells semiconductors at a discount price to Japanese clients, it receives the difference 

between the list price as dollar-denominated receivables, and can use the receivables for the next payment. 

Fluctuations in the USD rate between the period of purchase and sales result in foreign exchange losses or gains. 
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As shown in Table 1, cumulative 9-months net sales increased almost 40% YoY to ¥17.4bn; while 

operating income only increased 0.8% YoY. The minimal increase was the result of sluggish growth in 

sales for the high margin Design Service Business, as well as the backlash from the significant foreign 

currency impact owing to the rapid yen depreciation during the previous fiscal year, and the increase in 

development expenses during the current fiscal year.  

Looking at Q3 alone (3 mouths; Jul-Sep), net sales rose 18.5% YoY, operating income rose 21.8% YoY, 

ordinary income rose 55.6% YoY, and net income rose 53.4% YoY. The substantial increase in net 

sales can be attributed to the Semiconductor Business, which accounts for more than 90% of total net 

sales, with sales for Industrial Equipment represented by measurement and medical equipment 

increasing almost 30%. In contrast, sales for Telecommunications Equipment, an area which posted 

significant growth in 1H, decreased slightly due to inventory adjustment of semiconductors used for 

LTE base stations. Ordinary income increased substantially owing to the positive impact of foreign 

currency of some ¥40mn.      

Please refer to Appendix 1: Financial Indicators for Q3 YTD FY12/14 for tables and graphs illustrating 

quarterly trends of sales breakdown by segment and by product, trends of gross profit and operating 

income margins, as well as a factor analysis for operating income which compares Q3 YTD (9 months) 

results between FY12/13 and FY12/14. 

 【Table 1】 Q3 YTD FY12/14 Consolidated Financial Results (Jan-Sep)  

FY12/13 FY12/14
 ¥ mn, % Q1 Q2 Q3 Q1 Q2 Q3 %YoY Q3 YTD Q3 YTD Amount Ratio

Net Sales 3,707 3,894 4,851 5,533 6,144 5,746 +18.5% 12,453 17,423 +4,970 +39.9%

Gross Profit 807 787 739 817 836 901 +21.9% 2,333 2,554 +220 +9.5%

GPM 21.8% 20.2% 15.2% 14.8% 13.6% 15.7% - 18.7% 14.7% - -
  SG&A Expenses 576 572 590 623 611 720 +22.0% 1,739 1,955 +216 +12.4%

  SG&A Expenses Ratio 15.5% 14.7% 12.2% 11.3% 10.0% 12.5% - 14.0% 11.2% - -
Operating Income 231 214 149 193 224 181 +21.8% 594 599 +4 +0.8%

OIM 6.2% 5.5% 3.1% 3.5% 3.6% 3.2% - 4.8% 3.4% - -
Ordinary Income 217 232 118 191 197 183 +55.6% 568 573 +5 +0.9%

Net Income 123 135 67 113 114 104 +53.4% 326 332 +6 +1.9%

Source: Compiled by Trias Corporation from the Company materials

FY12/13 FY12/14 YoY Changes

 

Q3 (Jul-Sep) gross profit increased more than 20% YoY from ¥739mn to ¥901mn. Gross profit margin 

also rose from 15.2% to 15.7%. As can be seen in Table 2, this was largely due to the impact of foreign 

currency from “dollar-denominated trade discounts” increasing YoY from negative ¥5mn to ¥36mn. 

Stripping out the foreign currency impact, gross profit margin decreased slightly from 15.4% to 15.0%; 

however, this is because of the rise in weight of the Semiconductor Business, which has lower margins 

than the Design Service Business, and the Company claims that profitability for individual products has 

not changes so much from a year ago.     
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 【Table 2】 Gross Profit Adjusted for Foreign Currency Impact 

FY12/13 FY12/14
 ¥ mn, % Q1 Q2 Q3 Q1 Q2 Q3 Chg Q3 YTD Q3 YTD Amount Ratio

Gross Profit 807 787 739 817 836 901 162 2,333 2,554 +220 +9.5%

GPM 21.8% 20.2% 15.2% 14.8% 13.6% 15.7% +0.4% 18.7% 14.7% -4.1% -
  (Forex Impact) 108 147 (5) (14) (16) 36 42 249 5 (243) -
Gross Profit
 (Excluding Forex Impact) 699 640 745 831 852 864 119 2,084 2,549 +464 +22.3%

Adjusted GPM
 (Excluding Forex Impact)

18.9% 16.4% 15.4% 15.0% 13.9% 15.0% -0.3% 16.7% 14.6% -2.1% -

Source: Compiled by Trias Corporation from the Company materials

FY12/13 FY12/14 YoY Changes

 

SG&A expenses increased ¥216mn YoY, largely due to development expenses accrued in PALTEK’s 

subsidiary Explorer as well as the establishment of the new subsidiary Technology Innovation, Inc., 

and the rise in expenses associated with the increase in employees’ summer bonuses. 

Q3 ordinary income increased YoY from ¥118mn to ¥183mn as a result of foreign currency impact 

turning from negative into the positive. 

Compared to the previous quarter (Q2: Apr-Jun), net sales declined 6%, or some ¥400mn. Mainstay 

Semiconductor Business was affected largely by the drop of ¥500mn in sales for Telecommunications 

Equipment on the back of telecommunications companies adjusting inventory for the use of LTE base 

stations. On the other hand, gross profit rose close to ¥90mn, and gross profit margin posted a 

significant increase, from 13.6% to 15.7%. The main factor for this increase was the foreign currency 

impact turning into the positive, and the hike in sales for the high margin Design Service Business.  

Operating income decreased by more than ¥40mn QoQ; however, this was mainly due to SG&A 

expenses increasing over ¥100mn for reasons similar to those mentioned above for Q3 YTD.  

< Upward Revisions to FY12/14 Financial Plan > 

Taking into account the overshoot of income in Q3 and the positive foreign currently impact realized up 

to October on “dollar-nominated trade discounts,” the Company revised up FY12/14 income forecast. 

As shown in Table 3, this is the third upward revision made in FY12/14 following May and July 

revisions; however, it should be noted that net sale guidance has not been revised, whereas guidance 

was revised up in May and July.  
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 【Table 3】 Trend of Upward Revision to FY12/14 Incomes 

 ¥ mn, % 1H 2H Full-Year 1H 2H Full-Year 1H Actual 2H Full-Year 1H Actual 2H Full-Year %YoY 

Net Sales 9,200 9,800 19,000 11,000 11,200 22,200 11,677 11,822 23,500 11,677 11,822 23,500 +33.4%

Gross Profit 1,490 1,600 3,090 1,600 1,610 3,210 1,653 1,661 3,315 1,653 1,816 3,470 +8.9%

GPM 16.2% 16.3% 16.3% 14.5% 14.4% 14.5% 14.2% 14.1% 14.1% 14.2% 15.4% 14.8% -

  SG&A Expenses 1,270 1,300 2,570 1,270 1,300 2,570 1,235 1,439 2,675 1,235 1,454 2,690 +11.4%

  SG&A Expenses Ratio 13.8% 13.3% 13.5% 11.5% 11.6% 11.6% 10.6% 12.2% 11.4% 10.6% 12.3% 11.4% -

Operating Income 220 300 520 330 310 640 418 221 640 418 361 780 +1.0%

OIM 2.4% 3.1% 2.7% 3.0% 2.8% 2.9% 3.6% 1.9% 2.7% 3.6% 3.1% 3.3% -

Ordinary Income 230 280 510 320 290 610 389 270 660 389 410 800 +2.3%

Net Income 145 175 320 190 175 365 228 161 390 228 241 470 +6.1%

Source: Compiled by Trias Corporation from the Company materials; forecasts disclosed by PALTEK

Initial Forecasts Feb 12 Revision May 8 Revision Jul 25 Revision Nov 6

 

Compared to revisions announced on July 25, FY12/14 operating income was revised up from 

\640mn to \780mn, and ordinary income, from \660mn to \800mn, up \140mn respectively, and net 

income was revised up from \390mn to \470mn.  

This increase reflects the foreign currently impact posted during the month prior to the announcement 

of Q3 financial results. If the USD rate sustains current levels in the high 110s, incomes are expected 

to beat forecasts. On the other hand, if the value of the yen rises, with the rate declining well under the 

market rate as of the end of September (JPY109.45/USD), the Company mentions that it cannot rule 

out the risk of incomes undershooting forecasts.  
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Appendix 1: Financial Indicators for Q3 YTD FY12/14 

Net sales in the Semiconductor Business rose 19.4% YoY in Q3 (Jul-Sep) owing largely to significant 

growth achieved in Industrial Equipment represented by measurement and medical equipment. Net 

sales for products forming a “Second Pillar,” products which are expected to grow such as Micron’s 

memories, continued to grow significantly, increasing from ¥630mn in Q3 FY12/13 to ¥1,220mn in this 

fiscal year. In Design Service Business, net sales increased 6.9% YoY. In contrast, when compared to 

the previous quarter, sales in Semiconductor Business declined due to inventory adjustment for the 

use of LTE base stations, while sales in Design Service Business increased on the back of the low 

base in Q2 (Apr-Jun) due to seasonal factors. 
 
【Table 4】 Trend of Sales Breakdown by Segment 

FY12/13 FY12/14
 ¥ mn, % Q1 Q2 Q3 Q1 Q2 Q3 %YoY Q3 YTD Q3 YTD Amount Ratio

Sales
  Semiconductor 3,301 3,684 4,557 5,095 5,913 5,442 19.4% 11,542 16,451 +4,908 +42.5%

  Design Service 404 175 269 400 201 288 6.9% 849 890 +41 +4.8%

  Others 2 35 24 37 28 15 -34.7% 61 81 +20 +33.8%

  TOTAL NET SALES 3,707 3,894 4,851 5,533 6,144 5,746 18.5% 12,453 17,423 +4,970 +39.9%

Sales Breakdown
  Semiconductor 89.0% 94.6% 93.9% 92.1% 96.2% 94.7% - 92.7% 94.4% - -

  Design Service 10.9% 4.5% 5.5% 7.2% 3.3% 5.0% - 6.8% 5.1% - -

  Others 0.1% 0.9% 0.5% 0.7% 0.5% 0.3% - 0.5% 0.5% - -

  TOTAL NET SALES 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% - 100.0% 100.0% - -

Source: Compiled by Trias Corporation from the Company materials

FY12/13 FY12/14 YoY Changes

 
 
 【Graph 1】 Trend of Semiconductor Sales by Product 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q3YTD Q3YTD
FY12/12 FY12/13 FY12/14 FY12/13 FY12/14

Memory 207 256 280 216 226 405 345 411 419 512 529 977 1,461
Analog 136 207 205 243 336 346 395 390 453 416 375 1,078 1,246
STD IC 137 149 148 139 184 272 484 659 794 795 801 941 2,391
ASSP 1,526 1,073 1,087 972 1,081 1,130 1,364 1,427 1,424 1,923 1,483 3,576 4,831
FPGA 1,151 1,358 1,472 1,572 1,473 1,528 1,966 2,002 2,004 2,264 2,252 4,969 6,520
TOTAL 3,159 3,045 3,195 3,144 3,301 3,684 4,557 4,891 5,095 5,913 5,442 11,542 16,451
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 【Graph 2】 Quarterly Trends of Net Sales, GPM and OIM  
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 【Graph 3】 Q3 YTD (9 months) Operating Income Factor Analysis 
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Appendix 2: Roadmap of Promoting 4K/8K Broadcasting by MIC 

Picture definition for full-definitions is 2.07 megapixels (1,920x1,080) , while that of 4K is 8.29 

megapixels (3,840x2,160); four times as many pixels as full-definitions. 4K can therefore reproduce 

fine texture. 8K video pictures have a definition of 33.17megapixels (3,840x4,320) ; sixteen times as 

many as 4K. We can see the pictures three-dimensionally without special spectacles.  

Normally “full color” is defined as some 16.77 million colors (= 256x256x256), which is the product of 

256 tones (bits) each for the colors of red, green and blue (RGB). In the television pictures color 

information is limited to some 10 bits, utilizing brightness and color difference. Even though the color 

information per pixel becomes 30 bits, which is the total of RGB information with 10 bits each. Data 

volume for each video picture for full-definitions exceeds 60 megabits (30x2.07 megapixels) 

accordingly. 

To achieve smoothly-moving pictures you need at least 30 pictures (frames) per second. Now 60 

frames/sec (fps) is common. The amount of information per second (bps) is therefore 3,600Mbps 

(60Mbx60fps) = 3.6Gbps for full-definitions; 14.4Gbps for 4K, four times as many bits as 

full-definitions; and 57.6Gbps for 8K.   

NTT optical fiber network “FLET’S HIKARI” has a nominal maximum speed of 1Gbps. Given the 

theoretical maximum speed based on the currently-used mobile communications standard LTE (3.9G) 

is 325Mbps, you can see how big is the data volume of HD video pictures. To send a one-second long 

4K video with NTT FLET’S HIKARI it is estimated to take 14.4 seconds, while LTE taking 44.3 seconds 

with the highest speed. This is why CODEC is essential to transmitting HD pictures. As shown in the 

roadmap on the next page, however, commercialization of 4K broadcasting is scheduled in 2015 for 

satellite broadcasting, cable television and Internet; no concrete schedule has been set for terrestrial 

broadcasting.  
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Roadmap of promoting 4K/8K broadcasting 
2014 (including actual achievements) 

Satellite Broadcasting For 124/128 degrees CS services, K4 test 
broadcasting launched in June 

Cable Television K4 test broadcasting launched in June 

 4Ｋ VOD trials launched 
IPTV and others 4Ｋ VOD trials launched in April 

 K4 test broadcasting launched in June 

 4Ｋ VOD trials launched in October 
2015 

Satellite Broadcasting For 124/128 degrees CS services, K4 test 
broadcasting to be launched in March 

Cable Television K4 commercial broadcasting to be launched in the 
spring 

IPTV and others K4 commercial broadcasting to be launched (RF 
format) 

 
K4 commercial broadcasting to be launched (IP 
format) 

2016 (the year for Rio de Janeiro Olympics/Paralympics) 

Satellite Broadcasting 

Using free frequency bands (BS) after completing 
safety net initiatives for satellites; max. three channels 
to be allocated for 4K test broadcasting and one 
channel for 8K.                                      
(Broadcasting 4K and 8K with time division system)  

Cable Television Trial initiatives to introduce 8K to be launched 
IPTV and others Trial initiatives to introduce 8K to be launched 
2018 
Satellite Broadcasting Launching 4K and 8K commercial broadcasting for BS 

and other services (Launching as early as possible 
until 2018) 

2020 (the year for Tokyo Olympics/Paralympics) 
《Goals for 2020》   
・ You can watch many 4K/8K live programs on Tokyo Olympics/Paralympics anywhere. 

You can therefore experience the events even without visiting the sites, and share the 
air of the events. 

・ 4K/8K broadcastings gain popularity, and many viewers enjoy 4K/8K programs with 
commercially available television sets. 

Source: MIC（Extracted from the material posted on  
http://www.soumu.go.jp/main_content/000314782.pdf）  
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Reference 

 Key Financial Data (Consolidated) 

No. of Shares Issued 1H FY12/14 end 11,849,899 Total Assets (\million) 1H FY12/14 end 11,888
No. of Treasury Stock 1H FY12/14 end 430,937 Shareholders' Equity (\million) 1H FY12/14 end 8,410
Market Value (\million) 18-Dec-14 6,209 Interest-Bearing Debt (\million) 1H FY12/14 end 1,230
BPS (\) FY12/13 end 724.61 Equity Ratio (%) 1H FY12/14 end 70.7
ROE (%) FY12/13 end 5.5 Ratio of Interest-Bearing Debt (%) 1H FY12/14 end 14.6
ROA (%) FY12/13 end 4.1 Free Cash Flows  (\million) 1H FY12/14 623
PER (times） FY12/14 Fcst. 12.7 ROE=Current Net Income÷Shareholders' Equity 
PCFR (times) 1H FY12/14 end 24.4 ROA=Current Net Income÷Total Assets 
PBR (times) FY12/13 end 0.7 PCFR=Maket Value÷(Current Net Income+Depreciation) 
Share Price (\) 18-Dec-14 524 Ave. Daily Volume=ADV for the last 12 months
Unit Share (shs) 18-Dec-14 100 Ratio=Interest-Bearing Debts÷Shareholders' Equity
Average Daily Volume (shs) 18-Dec-14 59,148 Free Cash Flows=Operating CF+Investment CF  

 Financial Results (Consolidated) 
  Consolidated

  (\million） Net Sales Operating
Income

Ordinary
Income

Net
Income EPS （\） DPS（\）

FY12/10 16,499 322 448 238 20.84 7.00
FY12/11 16,367 221 198 48 4.22 5.00
FY12/12 13,231 (317) (185) (106) -9.33 5.00
FY12/13 17,611 772 782 443 38.86 8.00

1H FY12/14 11,677 418 389 228 19.99 -
FY12/14  Forecasts 23,500 780 800 470 41.16 8.00

Note: FY12/14 forecasts accnounce on November 6, 2014 by the Company  

 Stock Price and RSI Charts 
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Source： Prepared by Trias Corp. with Bloomberg data

Note： RSI（Relative Strength Index）is the index representing the ratio of overbought or oversold shre prices. 
In gerenal, over 70 in RSI shows overbought share price range, while 30 shows oversold share price range.
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