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WIMI Hologram Cloud, Inc. (NASDAQ: WIMI) referred to as WIMI in the
report represents a rapidly growing company with a unique technology
intensive business model with an objective to be a first in-class market
leader in the holographic AR technology, an emerging industry that has
the growth potential to make a big impact on the local and global
economy going forward. The superior holographic AR technology and
its continuous innovation is what distinguishes the company from its
competitors and is the reason why the company is progressing towards
higher revenue growth and increase in overall margins. As a nascent
market, global holographic AR market has tremendous growth potential
and has attracted large investments contributing to the industry growth
since 2016. Despite stiffer competition, we believe the company will
remain competitive, based on strong execution, excellent quality of their
applications, effective sales and marketing strategy, top notch quality of
customer service and inherent capabilities to acquire complementary
technologies, products and businesses to enhance the features and
functionality of its applications.
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Leadership Ranking: WIMI ranked first in terms of number of
clients, holographic AR contents, as well as the number of
holographic AR patents and software copyrights, in the Chinese
holographic AR industry.
Strong First Half Results in 2021: +202% Revenue Growth,
+190% Net Income Growth in 1st Half ended June, Gross Margin
29.6%, Net Income US$ 5.0 million
Unique Technology – Software and Hardware Based –
Holographic AR and Semiconductors
Metaverse Play – The company is gearing up to grab this huge
market opportunity.
The stock is still relatively undiscovered and undervalued, in our
opinion, with Evaluate Research the only firm whose research
reports/estimates on WIMI are now available freely to all
investors.

We initiate coverage with a Buy rating on the stock and believe that it
should trade at a higher price to sales multiple compared to the current
2021 annualized P/S multiple of 1.5x given the expected rapid growth in
revenues. Our short term 12-month price target on the stock is US$ 7.00
per share, which represents an upside of about 160% over the current
stock price. The price target implies a 3.8x multiple on company’s
annualized revenue of US$ 160 million which is still at a discount to the
NASDAQ 100 index with a multiple of 5x.
Evaluateresearch.com

Unique Technologically, Rapid Growth
WIMI represents a rapidly growing company with a unique technology
intensive business model that combines software-based and hardware
related semiconductor products that are sold to various customers in China
and Asia. The company aspires to become the creator of the largest
holographic augmented reality ecosystem in China.
WIMI is one of China's outstanding Hologram Cloud industry companies and
aims to become a Hologram Cloud platform. WIMI, although it has many peers,
has the ability to innovate in hologram technology which makes it unique in
its product offering thereby rendering it attractive from an investment
perspective. The existing innovative software products and services along
with the recent introduction of semiconductor-based products also gives the
company a huge edge in gaining revenues and market share and providing
valuable services for customers.
Technology is the Core for WIMI’s Business Model

WIMI’s objective is to be a first in-class market leader in the holographic AR
technology. The company operates in an emerging industry that has the
growth potential to make a big impact on the local and global economy going
forward. Holographic AR industry is technology intensive. The holographic AR
experience can only be enabled by the combination of hardware and software
technologies, and the advancement in technology related to holographic AR
will take the holographic AR experience into the next stage.
For example, breakthroughs in deep learning AI technology will allow the
holographic AR devices to integrate the content captured by camera and
simulated by computer in a more seamless way, thus providing a more
immersive experience to users.
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In addition, evolvement of integrated chips will allow image processors to be
produced at a lower cost, thus reducing the selling price of holographic AR
devices. Wide adoption of 5G networks will enable the real-time data
transmission between local devices and the internet, thus largely enhancing
the content diversity. With enhanced holographic AR experience, a reduced
selling price and ample content, the market demand for holographic AR will
be driven up significantly giving WIMI’s stock the tailwinds for long-term
outperformance.

3

Evaluateresearch.com

Huge Market Opportunity for the Company = Organic and Inorganic
Growth
The company’s long-term strategy is to generate an attractive return on equity
for its shareholders, mainly through capital appreciation. The company is on
track to achieve this as it continues to exhibit development and
implementation of the holographic AR technology for the internet industry.
The technology allows users to enhance customer’s viewing experience that
creates a long-lasting impact for the purpose of marketing and
advertisements.
The superior holographic AR technology and its continuous innovation is
what distinguishes the company from its competitors. The company adopts an
agile approach to its research and development processes and through the
development of holographic AR technology, the company is progressing
towards higher revenue growth and increase in overall margins. The business
is expected to grow eventually as continuous technological innovation adapts
to changing needs in turn attracting new customers to the platform. The aim
is to grow the usage of hologram technology globally with increasing number
of users and applications in relevant sectors. WIMI’s stock looks compelling
on price to sales valuation metric, and we see a 160% upside within investors’
immediate one year time horizon to our target price of US$ 7.00.
WIMI has grown revenues rapidly, both organically and via acquisitions,
which clearly indicates it has large growth plans going forward for its
technology intensive business model. The company is in its nascent stage of
growth, and if the earnings and revenue sustains momentum it is staring at an
“inflection point” in its life cycle. They also plan to acquire companies going
forward, and any future M&A will likely be incremental to its growth
prospects. While management sees rapid organic growth going forward,
driven by both software and semiconductor divisions, the company should
also exhibit strong growth in net income and CFO/FCF. We believe that strong
growth, as well as explosive growth in net income and positive FCF are some
key metrics that investors will focus on.
On January 18, 2021, company’s 51% owned subsidiary Shenzhen ICinit
Technology Co., Ltd. (Shenzhen ICinit) purchased 100% equity interests of
Shenzhen Yichong Micro-Electronic Technology Co., Ltd. (Shenzhen Yichong),
together with Shenzhen Yichong’s 80% owned subsidiary, Shenzhen
Sainengwei Electronic Co., Ltd., a provider of electronic components and
semiconductor chips, at a nominal consideration.
On March 1, 2021, Shenzhen ICinit purchased 100% equity interests of
Shenzhen Shengtang Micro-Electronic Technology Co. Ltd., a provider of
electronic components and semiconductor solutions, at a nominal
consideration.
On May 28, 2021, Shenzhen ICinit purchased 100% equity interests of Tianjin
Yaodi Tomorrow Technology Co., Ltd. at a nominal consideration. Tianjin
Yaodi Tomorrow Technology Co., Ltd. is a professional software technology
service provider, focusing on the development and provision of
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innovative and cost-effective semiconductor software solutions for
customers.
There is a possibility that the company would continue to look for acquisitions
of companies that best fit into their criteria to leverage and make the most of
the market opportunity that exists.

Price Target US$7.00 per share, P/S Valuation Relatively Cheap
A rapidly growing company like WIMI, valued on the basis of expected growth
due to the technologically intensive aspect of the business, should ideally
trade at relatively higher price to sales multiple to benchmark indices like the
NASDAQ and the S&P 500. This phenomenon is quite common in technologyrelated sectors. But even if we take a conservative approach and expect it to
trade with similar kind of valuations, it appears to be at a significant discount
to the price to sales ratio of these technology benchmark indices.
We initiate coverage with a buy rating on the stock and believe that it should
trade at a higher price to sales multiple compared to the current 2021
annualized P/S multiple of 1.5x given the expected rapid growth in revenues.
Our short term 12-month price target on the stock is US$ 7.00 per share, which
represents an upside of about 160% over the current stock price. The price
target implies a 3.8x multiple on company’s annualized revenue of US$ 160
million which is still at a discount to the NASDAQ 100 index with a multiple of
5x.
We anticipate earnings to explode as indicated by the financial performance
of the company in the first half of 2021. Along with the expected revenue
growth, the margin profile also looks extremely solid with more scope to even
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expand further once the operations of the company start to achieve economies
of scale.
Strong FCF Generation to Continue
We expect WIMI to generate healthy FCF going forward. WIMI will continue
to spend cash flow on 2 critical areas: Holographic AR Technology
development and semiconductor business. The results reported in the first
half of 2021 gives us confidence that the company will continue to witness
rapid growth in revenues and EPS.
Stellar Growth in Revenues and Net Profit for the 1st Half of 2021
Reiterates Confidence
● Total revenues were US$ 79.9 million for the six months ended June 30,
2021, representing an increase of 202% compared to the six months ended
June 30, 2020.
● Gross profit was US$ 23.7 million for the six months ended June 30, 2021,
representing an increase of 190% compared to the six months ended June 30,
2020.
● Gross margin was 29.6% for the six months ended June 30, 2021, compared
with a gross margin of 30.9% for the six months ended June 30, 2020.
● Income from operations was US$ 3.9 million for the six months ended June
30, 2021, representing an increase of 19.8% compared to the six months
ended June 30, 2020.
● Net income was US$ 5.0 million for the six months ended June 30, 2021,
representing an increase of 40.3% compared to the six months ended June 30,
2020.
Shuo Shi, the Chief Executive and Operations Officer of the Company,
commented, “We believe that the demand for holographic 3D vision in the
semiconductor sector is growing rapidly, reflecting huge market potentials for
the business. We started developing company’s semiconductor business since
September 2020 and commenced resale of intelligent chips and provision of
software solutions. Approximately 53.1% of company’s revenues for the six
months ended June 30, 2021 were from company’s semiconductor business.
Moreover, thanks to company’s accumulation of industry experience and
driven by the development of holographic technology and the growth of
market demand for holographic 3D vision solutions, company’s holographic
augmented reality (“AR”) business has also experienced a rapid growth
during the six months ended June 30, 2021, and the customer base of
company’s holographic AR business has further increased to 298 for the six
months ended June 30, 2021 from 175 for the six months ended June 30, 2020.
As a result of the foregoing, WIMI’s operating revenues for the six months
ended June 30, 2021 increased by approximately 202.2% compared with the
same period in 2020. We are also pleased to have completed company’s third
public offering of 11,173,335 units on March 24, 2021 at the public offering
price of US$ 7.50 per unit, with each unit consisting of one American
depositary share (“ADS”) and four-tenths of a warrant to purchase one ADS at
an exercise price of US$ 8.60 per ADS, despite the volatile market. It is
expected that WIMI will make full use of the emerging opportunities in the
industry, further expand the application scenarios of holographic technology
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as well as further commercialize the applications of holographic AR
technology. For the second half of 2021, with a stable economic environment,
we are confident that WIMI can maintain a similar growth rate as that of the
first half of 2021.”
No Adverse Impact of COVID-19 on the Growth Prospects of Company’s
Business
The outbreak of COVID-19 has spread rapidly to many parts of the world since
early 2020. Despite the on-going COVID-19 pandemic and due to the effective
control of the pandemic in China, the company resumed normal business
operations since the second half of 2020. For the six months ended June 30,
2021, company’s operations in China have not been adversely impacted by the
pandemic. The company did not face any difficulties in collection of
receivables nor experienced any material disruptions to their business
operations.
In the second quarter of 2021, during COVID-19 resurgence, supply from
some vendors for the company’s semiconductor business was impacted which
directly affected the supply of semiconductor products and the related
revenue from resale of semiconductor products. However, we believe that this
is a temporary issue and once conditions return to normalcy, the
semiconductor business segment should witness rapid growth owing to the
accumulated demand. In fact, the company in the year 2021, completed
acquisitions and established various subsidiaries to support the growth of
their semiconductor business, the details of which were mentioned
previously.
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Recent News Announcements and Progress of Various Products of WIMI
The company recently announced that the 3D holographic pulsed lidar
product "WIMI HoloPluse LiDAR"has been approved by the Federal
Communications Commission to enter the U.S. market.
"WIMI HoloPulse LiDAR", approved by the Federal Communications
Commission, is a multi-function holographic pulse 3D solid-state lidarthatis
capable of detecting objects from more than 200 meters away and capturing
high-resolution 3D holograms. Lidar uses microvibrators from MEMS（
microelectromechanical systems）to provide high resolution, long detection
ranges, and wide fields of view. Lidar utilizes dynamic controls to facilitate the
flexible adjustment of its vertical resolution and frame rates, including the
dynamic definition of focus areas. Lidar uses solid-state silicon detectors to
reliably detect weak reflections of distant objects and strong reflections of
close-range objects. Digital signal processing is performed by determining the
exact location in 3-dimensional space by filtering, correlation, and statistical
analysis. The point cloud generated by lidar sensors can map the sensor
environment in the form of 3D, and a single point cloud can be composed of
tens of thousands of distance points containing holographic data of 3D
original environmental information. The software stack extracts abstract
information from the holographic data, transmits commands to the actuator
and performs a 3D holographic data presentation through a deep neural
network control.
WIMI HoloPulse LiDAR is a multi-function holographic pulse lidar sensor,
with a large detection field of view, long detection range, unique scanning
mode, small size and light weight. It has a point cloud interface and requires
no additional adapter box. The WIMI HoloPulse LiDAR scheme offers a
software development package compatible with hardware products,
including features such as target detection, classification, and counting.
Also, an application for the "WIMI METAVERSE" trademark has been
submitted to the Trademark Office. This will help the company to further
improve the intellectual property protection system, maintain the leading
position in technology, and enhance the company's core competitiveness.
Metaverse refers to the virtual world parallel to the real world through the
technical support of AR and VR, which is expected to reconstruct the virtual
world, and bring new opportunities in the platform ecology, hardware
demand, infrastructure, content form and other aspects. Looking forward to
the next 3-5 years, the Metaverse will enter a period of rapid development,
VR/AR, NFT, AI, Cloud computing, PUGC game platform, digital people, digital
twin and other fields, will continue to emerge rapid development
opportunities.
Currently, the trademark "WIMI METAVERSE" is under application, and the
international classification mainly involves advertising sales, communication
services, scientific instruments, office supplies, education and entertainment,
fitness equipment, social law, design and research, etc. WIMI Hologram will
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use the "WIMI METAVERSE" trademark to generate commercial value in
Metaverse commercial applications.
1. In terms of Metaverse software technology, WIMIs holographic AR content
and holographic imaging software technology patent based on image
detection, recognition, template matching, dynamic image fusion and
replacement will generate commercial value in Metaverse commercial
applications.
2. In terms of Metaverse holographic applications, WIMI owns a total of 4,654
holographic virtual IP rights, which covers a wide range of categories
including holographic anime, virtual live streaming, virtual idol and virtual
social. WIMI Hologram will use virtual assets under the "WIMI METAVERSE"
trademark to generate commercial value in Metaverse holography
applications.
3. In terms of Metaverse holographic hardware, WIMI has launched its
holographic XR head-mounted display product "WIMI Hologram SoftLight",
which has been licensed by Federal Communications Commission (FCC) and
approved to enter the US market. In addition, WIMI has also launched the
"WIMI HoloAR Lens," an augmented reality (AR) head-mounted display
(HMD). WIMI Hologram will use the "WIMI METAVERSE" trademark to lay the
foundation in the Metaverse head display market.
Shi Shuo, CEO of WIMI, said: "the trademark "WIMI METAVERSE" applied by
WIMI Hologram will be widely used in fields of virtual social networking,
virtual entertainment, virtual education, virtual communications, etc. With
the widespread popularization of Metaverse, the holographic AR industry
where WIMI Hologram lies will show explosive growth. We will seize the
opportunity of Metaverse market growth, constantly improve our Metaverse
product matrix, and expand our market share, and thus continue to create
long-term value for the company's shareholders. In the first half of 2021, our
worldwide operating revenue increased approximately 202.2% year on year,
our gross profit increased 189.8% year on year, our net profit increased
40.3% year on year, and our R&D expenses increased 463.6% year on year.
We increased R&D investment to maintain the company's leading competitive
edge in the Metaverse and holographic AR industry. Looking forward to the
full year of 2021, with the explosion of the Metaverse industry and the
continuous increase of the company's R&D investment, WIMI Hologram's
revenue is expected to continue to maintain rapid growth."
Recently, WIMI invested in BlueCloud Industrial Interconnection Technology
to create a virtual digital platform for smart sports. BlueCloud Technology is
composed of a number of highly sophisticated scholars, including the
"Thousand Hundred Ten Project" talents from universities in Guangdong
Province, members of the National Automation System and Integration
Standardization
Technical
Committee
Robotics
Subcommittee
(SAC/TC159/SC2), and Bremen, Germany, Professor of Marine Systems and
Robotics, Senior Mechanical Engineer, Jacobs University, etc. Combining WIMI
Hologram's real and rich business data and application scenarios, bilateral indepth cooperation is to jointly train innovative research talents, carry out
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cutting-edge technological innovations, and accelerate the application of
scientific research results. BlueCloud Technology integrates intelligent robots
and intelligent manufacturing technology and is a center for improving the
knowledge structure of digital talents and a training center for high-tech
talents with multiple intelligent manufacturing technologies.
BlueCloud Technology develops and operates an online service platform in
response to the common needs of the intelligent equipment industry. It has a
networked application matrix of scientific and technological resources such
as APPs and small programs and connects the open laboratory software and
hardware basic environment built by the platform to form an intelligent
technical service menu. Innovative and entrepreneurial users can directly
make appointments online to realize on-site self-service, and at the same time
can make appointments for the software and hardware environment demand
services such as public training of intelligent manufacturing talents,
technology promotion, and intelligent manufacturing standard verification
and development.
Also , the company has announced release of a new Virtual reality (VR) headmounted display (HMD) product for the consumer market, named "WIMI
HoloVR" to further strengthen the software and hardware research and
development of the underlying holographic technology and expand the user
experience of holographic VR technology in Metaverse.
The new head display device "WIMI HoloVR" is the first VR device that
supports double-clicking See through in China. It adopts the leading color SEeThrough dual-camera scheme, which has a 105 degrees visual Angle, and
supports SLAM spatial positioning and gesture recognition. Perfectly adapted
to hand 6DoF positioning technology, with unlimited application expansion
space; Gamepad VR gamepad using broadband vibration technology, it can
imitate a variety of vibration experience, providing a 0-1000Hz frequency
point response with less than 10ms latency, and supports the official SDK
program. It is worth mentioning that, under the background of people's
concern about health, the product's handle has added a heart rate monitoring
function; the product adopts Qualcomm Snapdragon XR2 processor, with the
display resolution of 3840X2160 standard 4K level, 1058PPI, ultra HD picture
quality, ultra-high refresh rate of 90Hz, ultra-low delay, and smooth game
experience.
Diopter adjustment scheme, focusing left and right eyes separately, myopia
users below 800 degrees do not need to wear glasses; Ultra-light and ultrathin Fresnel lens, optical module only 35g, super large Angle of view 110
degrees, perfect immersion experience. Use of 6000 mAh large capacity
lithium battery, can support more than 3 hours of game time. In addition, the
battery life can be extended to 9000 mAh and the service time can be
increased to more than 5 hours through the official launch of the fun headset.
The device is expected to be the main entry point for new metaverse
holographic VR technology in communication, social and entertainment
interactions.
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The company recently announced that its Augmented Reality head-mounted
display (HMD) product for the consumer market, "WIMI HoloAR Lens" has
been approved by the Federal Communications Commission to enter the U.S.
market. "WIMI HoloAR Lens" approved by the Federal Communications
Commission, is the first split glasses compatible with 6DOF spatial positioning
scheme with dual cameras at home and abroad, which is conducive to rich use
scenarios of spatial interaction. Holographic AR technology has been
upgraded for multi-scene interaction applications such as spatial interaction
and spatial positioning, more support for Metaverse multi-application
development and user experience. "WIMI HoloAR Lens" has better product
parameters than similar products and is a more humanized and easier to wear
AR projection display device. The WIMI HoloAR Lens can be expanded and
connected to PCS, drones, Android and iOS smart phones. It is a portable and
mobile intelligent display device in multiple scenarios.
WIMI Group Versus Competition
The competition among holographic AR companies is intense. The global
holographic AR market is characterized by the presence of international and
local market players with giant international players mainly focusing on
hardware such as AR display devices or underlying SDK platform and AI
technology while local players mainly focus on application software
development.
The other competing companies are addressing various aspects and verticals
of the holographic AR market. The competitive landscape is fragmented and
evolving. With respect to holographic AR advertising products, WIMI
competes against both holographic AR advertisement producers and
traditional advertisement producers. The semiconductor industry is also
highly competitive. The major competitors include digital marketing service
providers and online game service providers.
The principal competitive factors in the market are listed below:
• The breadth of use cases supported.
• Product features and functionality.
• Capability for customization, configurability, integration, security,
scalability and reliability.
• Quality of technologies and research and development capabilities.
• Ability to innovate and rapidly respond to customer needs.
• Availability of holographic compatible, high-quality content.
• Diversified customer base.
• Relationships with key participants in holographic AR value chain.
• Sufficient capital support.
• Platform extensibility and ability to integrate with other holographic
AR infrastructures; and
• Brand awareness and reputation.
We believe the company competes favourably based on the above factors;
however, we expect competition to intensify in the future. Despite stiffer
competition we believe the company will remain competitive, based on strong
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execution, excellent quality of their applications, effective sales and marketing
strategy, top notch quality of customer service and inherent capabilities to
acquire complementary technologies, products and businesses to enhance the
features and functionality of its applications.

WIMI ranked first in terms of number of clients, holographic AR contents, as
well as the number of holographic AR patents and software copyrights, in the
Chinese holographic AR industry, as shown below.
Top Five Holographic AR Integrated Solution Providers in China, By
Number of Clients

Source: Frost & Sullivan

12

Evaluateresearch.com

Top Five Holographic AR Integrated Solution Providers in China, By
Number of Registered Holographic AR Patents

Source: Frost & Sullivan
Top Five Holographic AR Integrated Solution Providers in China, By
Number of Holographic AR Contents

Source: Frost & Sullivan
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Top Five Holographic AR Integrated Solution Providers in China, By
Number of Software Copyrights

Source: Frost & Sullivan
3D Holographic Technology: A Market Opportunity for WIMI Group
As a nascent market, global holographic AR market has tremendous growth
potential and has attracted large investments contributing to the industry
growth since 2016. Several organizations including research and
development labs are investing immensely in the technology to develop
solutions for enterprise and consumer segments. Mobile augmented reality
market has witnessed high adoption over the years across applications
including gaming, media and marketing. The increasing scope of applications
across different industries, such as advertising, entertainment, education and
retail continues to drive demand in the current scenario with a potential to
grow even more rapidly in the near future.
In the chart below that shows the scope for growth of global holographic AR
market, the hardware segment refers to the revenue of hardware
manufacturers, including augmented reality rendering device, such as AR
glasses, AR helmets, etc., and holographic imaging devices such as holographic
projectors, holographic cabinets, holographic advertising machines, etc.
Software & content refers to the revenue of participants who providing AR
and holographic contents, ARSDK or technical services.
China has a large number of Internet users and mobile Internet users. With
the introduction of the underlying tool platform by system vendors such as
Apple and Google, it is much more convenient for developers to create and
apply diverse AR content, enabling AR technology to quickly reach a large
number of users. In addition, stores offering AR experiences are penetrating
rapidly into China’s shopping malls. Consumers can enjoy the AR experience
at a low cost, which has promoted consumers’ acceptance of AR. AR has been
more widely used in beauty industry. A lot of camera software has integrated
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AR technology which allows simulation of makeup by uploading their photos,
as simple as processing software. For example, Bulgari and Meitu Camera
jointly launched the AR effect of its necklace.
Holographic AR Market Size of PRC by Revenue, 2016-2025E

Source: Frost & Sullivan
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CATALYSTS
Core Competitiveness of the WIMI Group - The Cutting-Edge Technology

The company has developed powerful, cutting-edge holographic AR
technologies discussed below:
Holographic Image Processing and Recognition Intelligence Technology
WIMI inserts holographic AR advertisements into online videos based on its
imaging detection and recognition technology, template matching and
detection technology, video processing and recognition technology,
holographic 3D layer replacement technology in imaging recognition and
dynamic fusion processing technology in imaging tracking. The company
expects that these technologies will be applied to its future strategic blueprint,
such as the development and application of holographic 3D facial recognition
technology and holographic facial change technology.
Development and Application in Holographic 3D Facial Recognition
Technology
The development of holographic 3D facial recognition software is based on
company’s holographic imaging featured imaging detection and recognition
technology, template matching holographic imaging detection technology,
and deep learning and training-based video processing and recognition
technology. Traditional 2D facial recognition technology is a biographic
recognition technology based on facial features, which captures the
information from the facial images or facial video streaming, and
automatically detects and tracks the targeted face. By contrast the holographic
3D facial recognition technology is a biographic recognition technology
consisting of a combination of holographic imaging capture and 3D portrait.
The company’s focus is on the development and application of its software
and AI technology, machine recognition, machine learning, model theory, and
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video imaging processing. Holographic 3D facial recognition technology is a
technology using the collection of structured light and infrared light, and the
collected featured points can exceed 30,000 points. By contrast, the collected
featured points for traditional 2D facial recognition technology is less than 1,000
points. Company’s 3D technology is also expected to be less affected by the
surrounding environment and is expected to overcome many of the issues found
in traditional 2D facial recognition technology, such as light, posture, occlusion,
dynamic recognition and facial expression.

Development and Application of Holographic Facial Change Technology
Holographic facial change technology is based on company’s holographic 3D
layer replacement technology involving image recognition and dynamic fusion
processing technology based on AI, tracking images in real time and replacing
faces with other faces. This technology replaces faces in video frames,
synthesizing the video and adding the original audio. The company has validated
these technology modules in holographic AR plug-in advertisement applications
and continues to develop and upgrade these technology modules. This
technology is expected to bring new business growth to applications such as
celebrity advertising, film distribution and live video streaming.
Software Engineering
Since its inception, the company has devoted majority of the research and
development resources to software development. The company’s software
engineering team is responsible for building the company-wide software
platform, supporting the integration of its products and applications within the
cloud infrastructure, as well as developing the holographic AR-related and MRrelated software and solutions that they license to their entertainment industry
customers.
The company’s holographic AR software development services provide
customers with the following benefits:
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•

Convenience- The company designs software for simplicity, ease of
use and user-friendly experience. Through its software’s intuitive,
visual interface, users can rapidly and easily manage, distribute and
implement holographic AR content.

•

Adaptability- The integrated holographic AR software is built with
broad compatibility and can run on various computer operating
systems, including Windows, Mac OS and Linux. Customers can install
the software in the cloud, on-premises or using a hybrid approach.

•

Functionality and Intelligence- The company continues to leverage its
software engineering capabilities to further improve its product and
service offerings, which allows for richer software functionality. As
the company’s customer base continues to grow, it will be able to
further enhance its software intelligence with the increased volume of
data processed.

•

Reliability- The company values the long-term relationship with its
customers and provides continuous ancillary technical support and
services. They perform security and code quality reviews before
releasing the software to customers and also embed mature security
practices throughout the whole life span of the holographic AR
software to protect customers’ data and proprietary information.

Content Production
Company’s leading holographic AR content production capabilities are built
around image acquisition, object recognition, automated image process, and
computer vision technologies. The software engineering team and
visualization design team work closely to consistently advance visualizationrelated technologies and harness them to design and produce innovative
holographic AR content. Through real-time computer vision algorithms which
provide an accurate pose estimation, the company’s software can perform
scene recognition and tracking within seconds. Such cutting-edge algorithms
also allow the company to perform visualization of photorealistic highresolution renderings of products on a pixel basis. In the course of scene
reconstruction, company’s automated image processing tools can perform
noise cleaning and feature enhancement on the image initially captured,
enabling them to create best-in-class holographic AR designs with an
industry-leading simulation degree.
The company has built a comprehensive holographic AR content library. The
formats of holographic AR contents range from 3D models to holographic
short videos. As of December 31, 2020, the company owned over 4,600 readyto-use AR holographic contents that were available to be adapted to
holographic AR products and solutions, including animals, cartoon characters,
vehicles and foods. These AR holographic contents can be applied in various
scenarios, such as education, tourism, arts and entertainment, and popular
science. In addition, company’s content library is also enriched by copyrighted
contents that they have licensed from third parties. They cooperate with
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various content owners, including brands, film producers and talent agencies,
to adapt high-quality, popular IPs into holographic AR formats.
Cloud
The company believes that the next-generation cloud delivery technology
provides the flexibility and scalability necessary for holographic AR
experience. Cloud technology is of high importance to build a comprehensive
holographic AR ecosystem. The company has developed cloud architecture to
work effectively in a flexible cloud environment that has a high degree of
elasticity. Meanwhile, benefiting from the cloud storage and connecting
capabilities, users of integrated holographic AR software are able to access
company’s large-size holographic AR content library on their own devices.
Big Data
The company has developed advanced data analytics capabilities to derive
actionable insights from the large amounts of data collected from its products
and third-party sources, enabling them to maintain a solid end-user base in
order to collect raw data. The processing capabilities enable the company to
manage extremely large volumes of data and deliver real-time analysis at
scale, making it possible to continue to improve and innovate its products and
services. Company’s data mining and user behavioural data analytics
technologies allow it to build and segment context-rich user profiles and apply
such analysis in numerous applications. For instance, they have created over
2,560 user tags by analysing user data collected through their holographic AR
advertising services.
Artificial Intelligence
Company’s holographic image processing capabilities are regularly optimized
and improved, including two core technologies: holographic AI facial
recognition technology and holographic AI facial change technology. As a
result of the development of video processing and recognition technology,
company’s holographic AR advertising and holographic imaging services,
which are based on image detection, recognition, template matching, image
dynamic fusion and replacement, are currently in a leading position in the
industry.
5G+
The company believes that their holographic services will adapt to 5G
technology. Due to the high speed and low latency of 5G technology, the
transmission delay of the long-distance communication and data
transmission from the system terminal to the service server is lower than the
4G network transmission delay. Such improvement ensures less stagnation,
low delay, high efficiency, and diversity of the interaction of multiple
terminals in holographic AR remote communication and data transmission.
The company expects its holographic AR advertising business to develop
accordingly.
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Risk Factors
Holographic Industry is still Evolving in Growth
Company’s business and prospects primarily depend on the continuing
development and growth of the holographic AR industry in China. Growth of the
holographic AR industry in China is affected by numerous factors, including but
not limited to technological innovations, user experience, development of
internet and internet-based services, regulatory environment, and
macroeconomic environment. The markets for company’s products and services
are relatively new and rapidly developing and are subject to significant
challenges. In addition, continued business growth depends, in part, on
company’s ability to respond to changes in the holographic AR industry,
including rapid technological evolution, continued shifts in customer demands,
introductions of new products and services and emergence of new industry
standards and practices. Developing and integrating new content, products,
services or infrastructure could be expensive and time-consuming, and these
efforts may not yield the benefits the company is expected to achieve.
Fast-growing early-stage companies with limited operating history in an
evolving industry
The markets for company’s products and services are characterized by intense
competition, new industry standards, limited barriers to entry, disruptive
technology developments, short product life cycles, customer price sensitivity
and frequent product introductions (including alternatives with limited
functionality available at lower costs or free of charge). Any of these factors
could create downward pressure on pricing and profitability and could
adversely affect company’s ability to attract new customers. Company’s future
success will depend on company’s continued ability to enhance existing
products and services, introduce new products and services in a timely and costeffective manner, meet changing customer expectations and needs, extend
company’s core technology into new applications, and anticipate emerging
standards, business models, software delivery methods and other technological
developments. Furthermore, the company is a small-size company as compared
to some of the established enterprises that could potentially enter the
holographic AR market. Some of company’s current and potential competitors
enjoy competitive advantages such as greater financial, technical, sales,
marketing and other resources, broader brand awareness, and access to larger
customer bases. As a result of these advantages, potential and current customers
might select the products and services of company’s competitors, causing a loss
of company’s market share.
Competitive Industry can lower pricing of products
The competitive environment in company’s industry affects company’s ability
to obtain favourable pricing in a number of ways, any of which could have a
material negative impact on company’s results of operations. The less the
company is able to differentiate company’s services and solutions and/or clearly
convey the value of company’s services and solutions, the more risk the
company will have, with price being the driving factor in selecting a service
provider. In addition, the introduction of new services or products by
competitors could reduce company’s ability to obtain favourable pricing for the
services or products the company has to offer. The company may be willing, at
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times, to price contracts lower than competitors to enter new markets or
increase market share.
Increase in Government Regulation and Legislation for the Internet
Industry
The PRC government extensively regulates the Internet industry, including
foreign ownership of, and the licensing and permit requirements pertaining
to, companies in the Internet industry. These Internet-related laws and
regulations are relatively new and evolving, and their interpretation and
enforcement involve significant uncertainty. Governments around the world,
including the PRC government, have enacted or are considering legislation
related to online businesses. There may be an increase in legislation and
regulation related to the collection and use of anonymous internet user data
and unique device identifiers, such as IP address or mobile unique device
identifiers, and other data protection and privacy regulation. The PRC
regulatory and enforcement regime with regard to data security and data
protection is evolving.
Lack of specialized talents for research and development
For a technology-intensive industry, capability in research and development
is key, which relies on the acquirement of specialized talents. Holographic AR
is a relatively new area, emerging only in recent years. As a result, the number
of specialists in this field is very limited. Without sufficient talents pool, it
would be very challenging to progress in technology breakthrough.
Lack of high-quality content
Superior holographic AR experiences rely on both sophisticated display
devices and high-quality contents. Without sufficient high-quality contents,
the users would not be motivated to purchase the hardware, especially when
the current price of holographic AR hardware is not easily affordable.
Lack of Capital support
As holographic AR industry is still in the infant stage when large amount of
investment is needed to conduct research and development, to achieve
profitability is extremely difficult for most of the incumbents.
Mergers and Acquisitions Could be a High-Risk Strategy
The company may enter into strategic alliances, including joint ventures or
minority equity investments, with various third parties to further company’s
business purpose from time to time. These alliances could subject us to a
number of risks, including risks associated with sharing proprietary
information, non-performance by the third party and increased expenses in
establishing new strategic alliances, any of which may materially and
adversely affect company’s business.
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Business Model of the Company
WIMI offers AR-based holographic services and products to cater to their
customers’ needs, focusing on providing an innovative, immersive and interactive
holographic AR experience for customers and end users. They also provide
central processing algorithm services and computer chip products to enterprise
customers along with support services with software and hardware integration.
The AR service and product offerings primarily consist of holographic AR
advertising services and holographic AR entertainment products. The core of
company’s holographic AR business is holographic AR technologies used in
software engineering, content production, cloud and big data. By leveraging
strong technological capabilities and infrastructure, the company is able to
deliver superior products and services and conduct operations in a highly
efficient manner.
WIMI Hologram Cloud, Inc.(Nasdaq: WIMI), whose commercial operations began
in 2015, is a holographic cloud comprehensive technical solution provider that
focuses on professional areas including holographic AR automotive HUD
software, 3D holographic pulse LiDAR, head-mounted light field holographic
equipment, holographic semiconductor, holographic cloud software, holographic
car navigation, Metaverse holographic AR and VR equipment, Metaverse
holographic cloud software and others. Its services and holographic AR
technologies include holographic AR automotive application, 3D holographic
pulse LiDAR technology, holographic vision semiconductor technology,
holographic software development, holographic AR advertising technology,
holographic AR entertainment technology, holographic ARSDK payment,
interactive holographic virtual communication, Metaverse holographic AR
technology, Metaverse virtual cloud service, and other holographic AR
technologies.
WIMI, which has presence in holographic related applications in advertising,
entertainment, education, has also made major breakthroughs in 5G
communications such as holographic applications and leap-forward
development. The company aims to lead the market in areas such as holographic
3D computer vision, AI synthesis, transmission, presentation, each link of the
depth of the research and development and market application.
Semiconductor Business
The company also engages in the provision of central processing algorithm
services and computer chip products to enterprise customers along with support
services with software and hardware integration. Through optimizing advertising
content and content matching, as well as integrating the hardware performance
optimization of the central processing algorithm with software algorithm
optimization, the central processing algorithm services enable internet
integration agencies to enhance their cloud service computing and processing
capabilities. The company also provides central processing algorithm services,
hardware performance optimization and software algorithm optimization
services to online game developers and game distributors to help them reach the
target end-users. Company’s smart chip optimization solutions refer to the
provision of more efficient data services under optimizations of algorithm
software as well as through equipping instruction chip central processing unit
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(CPU) with smart chips that have outstanding computing power. Different
CPU and smart chip combinations are equipped in accordance with the
diverse requirements of data processing and various data type of different
industries with an aim to enhance the overall energy efficiency ratio of data
services. Through the provision of CPU products and smart application
solutions and value-added services, the specific needs of customers are met.
Through the sales of CPU products, the company has expanded the provision
of integrated smart application solutions and value-added services to its
customers, which is an important link between the upstream and downstream
of the CPU industry chain.
Historical Background of the Company
The company commenced commercial operations in May 2015 through
Beijing WIMI Hologram Cloud Software Co., Ltd., or Beijing WIMI (previously
under the name “WIMI Lightspeed Capital Investment Management (Beijing)
Co., Ltd.”). In February 2016, Beijing WIMI formed a wholly owned subsidiary,
Micro Beauty Lightspeed Investment Management HK Limited in Hong Kong.
In addition, Beijing WIMI acquired 100% equity interest in Shenzhen Yidian
Internet Technology Co., Ltd, or Shenzhen Yidian on October 21, 2015,
Shenzhen Yitian Hulian Internet Technology Co., Ltd., or Shenzhen Yitian on
August 20, 2015, and Shenzhen Kuxuanyou Technology Co., Ltd., or Shenzhen
Kuxuanyou on August 26, 2015.
The company incorporated WIMI Cayman under the laws of the Cayman
Islands as an offshore holding company in August 2018 to facilitate offshore
financing. In September 2018, the company established WIMI Hologram
Cloud Limited, or WIMI HK, a wholly owned Hong Kong subsidiary, and WIMI
HK established a wholly owned PRC subsidiary, Beijing Hologram WIMI Cloud
Internet Technology Co., Ltd., or Hologram WIMI, also referred to as WIMI
WFOE.
In April 2020, the company completed the initial public offering in which they
offered and sold an aggregate of 9,500,000 Class B ordinary shares in the form
of 4,750,000 ADSs. The company sold the ADSs at an offering price of US$5.50
per ADS generating gross proceeds of approximately US$26.125 million, and
net proceeds of approximately US$24.2 million after deducting underwriting
commission and other expenses. On April 1, 2020, the ADSs began trading on
the Nasdaq under the symbol "WIMI". On July 27, 2020, the company
completed the follow-on public offering of 7,560,000 ADSs at the price of
US$8.18 per ADS, resulting in net proceeds of approximately US$57.3 million.
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3D Hologram Industry - Global Market Growth and Prospects
The nominal GDP of China is forecast to grow at a CAGR of 5.9% from 2018 to
2023. The robust economic growth creates a favourable macro environment for
the further development of industries like entertainment industry or advertising
industry in China. In view of China’s moderate economic growth outlook, it is
estimated that the per capita disposable income of households in China will
reach RMB 41.7 thousand in 2023, representing a CAGR of 8.3% from 2018 to
2023. The increase in per capita disposable income is a contributory factor that
drives the growth of personal expenditures on entertainment activities and
consuming products or services. For example, the increase in disposable income
may lead more consumers to be more willing to experience emerging technology
products like AR or virtual reality products. China’s per capita expenditure on
education, culture and recreation is predicted to reach RMB3,300 in 2023,
representing a CAGR of 8.2% from 2018 to 2023. The increase in expenditure on
education, culture and recreation boosts the growth of relevant markets, such as
entertainment market and consuming electronic device market.
Overview of the Global and China Holographic AR Industry
AR is a display concept involving the integration of real-world surroundings and
virtual objects, as against the concept of VR, which involves merely artificial
objects and space. The AR display of the interaction between reality and
virtuality can be achieved via two-dimensional screen, head-mounted devices or
3D space.
2D screen-based holographic AR
The common example of current 2D screen based holographic AR are
smartphone applications created with ARSDK, such as Apple’s ARKit and
Google’s ARCore. These applications integrate digital objects into pre-recorded
videos or real-time captured surroundings and the objects do not change their
relative position against surroundings even if the devices are moved around.
Therefore, it creates a perception for viewers that the digital holograms of
objects are part of the existing video feeds or surroundings.
Head-mounted device-based holographic AR
The popular examples of head-mounted, device-based holographic AR include
Microsoft HoloLens, Magic Leap, and Google Glass. It works in a similar way as
2D screen based holographic AR, but it utilizes a head-mounted device and relies
on the real-time captured surroundings. This has attracted great attentions
globally but is mainly targeting at corporate clients due to high price.
3D space-based holographic AR
3D space-based holographic AR does not require 2D smartphone screen or headmounted devices and viewers are able to experience hologram superimposed on
real-time surroundings with unaided eyes. The key component of 3D spacebased holographic AR is a flat transparent film made of special material, which is
used to reflect and transmit the light field to audience and form a holographic
display experience. The popular examples include Japanese virtual singers in
concert shows and guides in museums, exhibitions, theme parks and tourism
sites, such as DeepFrame by Realfiction. A more sophisticated product involving
simultaneous localization and mapping (SLAM) is Navion by WayRay, used as
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head-up display (HUD) in automobile for holographic display on the
windshield. Another type of 3D space-based holographic AR utilizes a multifacet transparent screen where hologram is formed in the space centered by
the screen, such as HoloPlayer by Looking Glass Factory.
Holographic AR utilizes digital holography technology to record a digital
hologram of objects and then transfer the recorded information to a
computer to analyze and form 3D images, which are subsequently displayed
in a two-dimensional (2D) surface or three-dimensional (3D) space.
Holographic AR incorporates the characteristics of hologram and
augmentation reality. A hologram is a photographic recording of a light field
to display a 3D projection of an item in the real world, as if the physical object
was there.
The holographic AR products and solutions provided by WIMI are mainly 2D
screen based holographic AR and 3D space based holographic AR with flat
transparent film made of special material.
Description of the Value Chain and Subsectors
The holographic AR industry value chain consists of three major segments.
The upstream segment refers to key hardware, software and service
providers as well as players related to content production. The midstream
participants are holographic AR solution providers, integrating upstream
hardware and incorporating software system to form the final products or
solutions, such as holographic AR advertising platform and head-mounted
display. Downstream refers to end users, including government, enterprises
and household/individual consumers.
The business models for upstream and midstream participants in
holographic AR market are different. While the hardware parts, software and
service providers focus on research and development to further their core
technology and reduce the production cost, the holographic AR device
integrators and content creators also have to identify target users, build
brand reputation and enhance the user experience. It is not uncommon that
some holographic AR device integrators have strong in-house research
capability and undertake the roles in both upstream and midstream
segments.
The company is currently involved in upstream segments, including software
development, content production technology provision and content
creation & distribution as well as midstream segment, namely holographic
AR solution provision.
Value Chain of the Holographic AR Industry
The major forms of final products and services in holographic AR industry
include hardware products, software and content products, and solution
products and services.
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Holographic AR hardware products are the display devices providing holographic
AR experience, mainly including holographic AR enabled smartphones/tablets
and holographic AR head-mounted display. Through these devices, users can
view the combined projections of reality captured by the camera and virtual
objects simulated by the computer. The difference is that users view the
projections through the screens of smartphone/tablets or by wearing the headmounted display. The head-mounted display provides a more immersive
experience; however, it requires the users to purchase a separate device.
Holographic AR software and content products are the software application and
content produced with holographic AR technology and used or played on the
holographic AR display devices. These software and content can be either
originally created or adapted from its 2D counterparts which have gained
popularity in the past. Special holographic AR technology is used to facilitate
these software and content, such as cameras which are equipped with 3D sensing
and are able to capture the 3D position of objects. These holographic AR software
and content products are usually distributed through the distribution platforms,
which are either independent, such as Ali Huoyan, or embedded in the
holographic AR operating system. Currently, the majority of developers are
focusing game and entertainment related software and contents. In addition, the
interests in education and utilities related software are also rising.
Holographic AR solution products and services are integrated packages provided
to government and enterprise clients to meet certain needs in their operation.
These integrated packages involve hardware products, software and content
products as well as service provided to facilitate clients with the implementation.
Currently, the most well-established solution products are the tools for
marketing and training. The novel form of marketing with holographic AR
elements helps to attract potential customers and enhance their brand
awareness. Holographic AR tools also provide great simulation for training,
especially in industrial manufacturing and disaster relief.
Along the holographic AR value chain, the primary role of WIMI is the middleware
platform provider, which connects the fundamental SDK platform providers and
application developers.
SDK platform is a package of toolkits of various functions which allow its users
(middleware providers and application developers) to develop software
application, framework and system without programming the code from sketch.
Currently, the most well-known SDK platforms are Apple’s ARKit and Google’s
ARCore, which provide the fundamental toolkits servicing iOS and Android
ecosystems, and subsequently middleware providers and application developers
are able to create various applications targeting at end users. In addition, leading
Chinese internet companies, including Baidu, Jingdong, Alibaba, Netease, have
also built their own ARSDK platforms, mainly for in-house usage.
Middleware platform is a package of modules which supplements the
fundamental toolkits provided by SDK platform. It allows its users (application
developers) to complete their software application without programming the
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code from sketch. Currently, the major middleware platform providers in
China are [WIMI], Sight Plus and Hiscene.
Applications
AR applications are currently mainly adopted by entertainment,
advertisement, and education industries which have relative mature
hardware environment and thus facilitate the development of software and
content in these fields. In long-term, there will also be applications in social
network and communication fields, even though currently such applications
are still limited by hardware technologies.
Distribution of China’s AR Market

Entertainment
Entertainment industry is the first to enjoy the application of holographic AR.
From hologram of TuPac, Hatsune Miku, late singer Teresa Deng, to the heat
of Pokemon Go, AR gaming, hologram live concert, and fashion shows, have
warmly embraced holographic AR.
The market size of China holographic AR applied in entertainment recorded
revenue of RMB0.6 billion in 2016, and it is expected to increase at a CAGR of
92.8% from 2020 to 2025, reaching RMB180.0 billion by 2025. The growth is
attributed to the increasing popularity of entertainment broadcast programs,
especially live broadcast programs, including ceremonies, concerts, gala, and
sport events, where AR is greatly potentiated. Besides, the enhanced
accessibility of live broadcast, livestream brought by smartphone and other
portable digital devices has also contributed to the growth.
AR in gaming will move towards interactive games involving multi-players.
More popular AR mobile phone games will come to market with strong IP
backing. In addition, head-mounted display (HMD) based AR games will see
rapid growth as HMD price goes down. Holographic AR will also be more
broadly applied on live broadcast. In the long run, HMD based holographic AR
games will become a major form of games, multi-player games and relative
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arena will come to market. Holography will be applied in more live shows, from
PC game in arena to concerts.
Breakdown of China’s AR Industry Market Size, Entertainment, 20162025E

Source: Frost & Sullivan
Advertisement
Holographic AR in advertisement has two types: volumetric and online app. For
example, Snapchat and Instagram have developed AR filter styled
advertisement, featuring fast-moving consumer goods & cosmetic products.
Another type of advertisement is “plug-in” advertisement in TV show through
manually adding computer generated 3D images to original scene to promote
products.

The market size of China’s holographic AR applied in advertisement recorded
revenue of RMB0.9 billion in 2016, and it is expected to increase at a CAGR of
71.8% from 2016 to 2020 and another 78.9% from 2020 to 2025, reaching
RMB143.9 billion by 2025. The growth is mostly driven by the prosperity of
advertisement sector and the new retail business. As the advertisers are always
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pursuing the most cutting-edge visual effect to attract customers, the AR
application in advertisement can be considered keeping evolving to be more
diversified.
Volumetric display will take certain shares of offline advertisement display, as
volumetric display has more astonishing effect compared to traditional
display, therefore can be vastly applied in retail stores. Sponsored filters
inside social network app will rise due to the boom of short video apps in
China. In the long run, holographic AR advertisement will be more interactive
and volumetric display will keep taking more shares and come in larger sized
projection. Also, advertisers’ interaction between customers without head
mounted devices and other electronics may be achieved.
Key Drivers
Ultimate goal for visual display medium
In the past few centuries, the mainstream visual display medium has
experienced an extraordinary shift from paper (books) to large screen
(TV/PC) and small screen (smartphone). Despite the increasing quality of
visual display medium, it is still far from the ultimate goal, which is the perfect
integration of virtuality and reality, and human beings have never been closer
to that goal with holographic AR technology. Therefore, the motivation to
achieve the ultimate goal for visual display medium will drive the continuous
endeavour into this field and will guarantee the wide acceptance and adoption
once the market condition is mature.
Advancement in technology
Holographic AR industry is technology intensive. The holographic AR
experience can only be enabled by the combination of hardware and software
technologies, and the advancement in technology related to holographic AR
will take the holographic AR experience into the next stage. For example,
breakthroughs in deep learning AI technology will allow the holographic AR
devices to integrate the content captured by camera and simulated by
computer in a more seamless way, thus providing a more immersive
experience to users. In addition, evolvement of integrated chips will allow
image processors to be produced at a lower cost, thus reducing the selling
price of holographic AR devices. Wide adoption of 5G network will enable the
real-time data transmission between local devices and the internet, thus
largely enhancing the content diversity. With enhanced holographic AR
experience, reduced selling price and ample contents, the market demand for
holographic AR will be driven up significantly.
Diversifying customer base and expanding application fields
Currently, the relatively mature application fields of holographic AR include
entertaining and advertising industry. With increasing awareness and
acceptance of this technology, holographic AR advertising will be adopted by
more brand owners, and holographic AR shopping will gain popularity among
e-commerce platforms. In addition, as the holographic AR technology
matures, more application fields will be identified to magnify the value of this
technology, such as assistance in surgery and tele-diagnose, and assistance in
training and education.
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Government and Policy Support
In March 2021, the Outline of the 14th Five-Year Plan was released. The "14th
Five-Year Plan" National Information Plan "(hereinafter referred to as the"
Plan ") makes arrangements for the development of informatization in China
during the" 14th Five-Year Plan " period. According to the Plan, there will be
a decisive progress in building a digital China by 2025 , and the level of
information development will increase significantly. In the key industries of
the digital economy, virtual reality and augmented reality technology have
been included in the key development industries together with cloud
computing, big data, the Internet of Things, industrial Internet, blockchain,
and artificial intelligence, which mark that the country will vigorously support
the application of virtual reality technology in the next 5-15 years. At that
time, China will promote the application of digital twin, artificial intelligence,
5G, blockchain, VR / AR, edge computing and other new technologies in typical
scenarios, links and levels, and explore the formation of a number of
intelligent scenarios such as "digital twin +", "artificial intelligence +" and "XR
+".
China has started work on Megadata Project
The National Development and Reform Commission and other departments
officially released the news that the new infrastructure landmark megadata
projects were officially launched on February 17,2022, which is to build eight
national computing hubs and plan on 10 national-data center clusters. The
eight national computing hubs, as the backbone connection to China's
computing network, will develop data-center clusters, carry out collaborative
construction between data centers, cloud computing and big data, and bridge
the gap between eastern and western regions in computing resources. It gives
full play to the advantage of the country's system and mechanism to make
integrated arrangements at the national level, and it will achieve the
development of the central and western regions and achieve common
prosperity.
Due to the huge industrial chain and numerous fine molecular chain of the
digital industry, it is expected to drive a social investment of more than 400
billion yuan every year.From the perspective of the overall planning, the
short-term will focus on the construction of the communication backbone
network, IDC data center, IT equipment and other information network
infrastructure;In the medium term, operators, cloud manufacturers,
information security and other aspects will cooperate to build a cloud
computing industry chain; In the long run, ultra-HD, autonomous driving, AR
/ VR and other fields will be full of vitality.
It should be noted that the core component carrying computing power chips,
are bound to usher in a new wave of development. Among them, computing
chips, memory chips, server chips and interface chips all have great
development potential because they are in key nodes in the mega data project.
The comprehensive launch of the project will drive the development of the
semiconductor chip industry chain from the three stages of "short", "medium"
and "long".
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Policies and Regulations support by the Government
The main goals are to develop new types of high-end mobile communication
terminals, wearable devices, digital household products, and cutting-edge
information products, such as virtual reality, augmented reality, intelligent
network vehicles, and intelligent service robots, which are geared toward
consumer upgrading; Strengthen the development of core technologies and
platforms for “Internet plus” artificial intelligence, promote the
development and industrialization of virtual reality and augmented reality
products, and support innovation and industrial upgrading of products such
as wearable devices, consumer drones and intelligent service robots;
Support enterprises to speed up the construction of online and offline
experience centers, actively use technologies such as virtual reality,
augmented reality and interactive entertainment to enrich consumption
experience and cultivate consumers’ information consumption habits.
New generation AI development plan
The primary goal is to achieve breakthroughs in high-performance software
modelling, content generating, augmented reality and human-computer
interaction, integration environment and tools; further research on key
technologies such as virtual display devices, optical devices, highperformance true 3D display, development engine and other products, set
up the standards and evaluation system for virtual reality and augmented
reality technology; strengthen the research and development of nextgeneration social networks, accelerate the popularization and application of
technologies such as augmented reality and virtual reality, promote the
synergistic integration of virtual environment and physical environment,
meet the real-time information needs such as personal perception, analysis,
judgment and decision-making, and realize smooth switching in different
scenes such as work, study, life and entertainment.
Special initiative of innovation capacity building in the field of
“Internet +”
In order to promote the rapid development of the “Internet +” industry, the
NDRC decided to organize and implement the special project of “Internet +”
innovation capacity building and incorporate AR/VR technology into the
special project.
Construct virtual reality/augmented reality technology and application
innovation platform to resolve the issues related to virtual
reality/augmented reality in China, such as poor user experience. The
platform shall support content shooting, data modelling, sensors, tactile
feedback, new display, image processing, surround sound, terminal (ultra)
high resolution processing performance, such as virtual reality/augmented
reality testing technology research and development and engineering, to
enhance the service capability.
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5-year Price Chart
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Consolidated Statements of Operations and Comprehensive Income (Loss)
Income Statement [in US$]
REVENUES

CY 2019

CY 2020

45,752,906

117,398,517

(20,952,358.0)

(91,431,087.0)

156.59%

Growth yoy %
COST OF REVENUES
Cost of Revenues %
GROSS PROFIT
Gross Profit Margin
Selling expenses
as a % os sales
General and administrative expenses
as a % os sales
Research and development expenses
as a % os sales

46%

78%

24,800,548.0

25,967,430.0

54.21%

22.12%

(275,907.0)

(574,242.0)

0.60%

0.49%

(5,716,845.0)

(6,548,523.0)

12.50%

5.58%

(2,631,147.0)

(13,020,527.0)

5.75%

Total operating expenses
Operating Margin
INCOME (LOSS) FROM OPERATIONS
Investment income
Interest income
Finance expenses, net

11.09%
(29,336,612.0)

Stock compensation expenses
(8,623,899.0)

(49,479,904.0)

18.8%

42.1%

16,176,649.0

(23,512,474.0)

-

1,883,802.0

176,577.0

72,987.0

(1,596,907.0)

(585,289.0)

342,667.0

370,027.0

Total other (expenses) income, net

(1,077,663.0)

1,741,527.0

INCOME (LOSS) BEFORE INCOME TAXES

15,098,986.0

(21,770,947.0)

Total provision for income tax

(448,536.0)

(445,169.0)

-2.97%

2.04%

14,650,450.0

(22,216,116.0)

Other income, net

Tax as a % of Sales
NET INCOME (LOSS)

-

951,730.0

NET INCOME (LOSS) ATTRIBUTABLE TO WIMI HOLOGRAM CLOUD, INC.

14,650,450.0

(23,167,846.0)

NET INCOME (LOSS)

14,650,450.0

(22,216,116.0)

Less: Net income attributable to non-controlling interests

Foreign currency translation adjustment
COMPREHENSIVE INCOME (LOSS)

227,785.0

(5,958,130.0)

14,878,235.0

(28,174,246.0)

-

898,961.0

COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO WIMI HOLOGRAM CLOUD, INC.

14,878,235.0

(29,073,207.0)

Basic (in Shares)

100,000,000.0

129,439,604.0

Diluted (in Shares)

108,611,133.0

129,439,604.0

Basic Earnings Per Share

0.15

-0.18

Diluted Earnings Per Share

0.13

-0.18

Less: Comprehensive income attributable to non-controlling interests

Basic EPS Growth yoy %

-222.2%

Diluted EPS Growth yoy %

-232.7%
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Balance Sheet (US$)

CY 2019

CY 2020

18,498,463

56,416,052

Assets
+ Cash & Near Cash Items
+ Short-Term Investments
+ Accounts & Notes Receivable
+ Inventories
+ Other Current Assets
Total Current Assets
+ Cost Method Investments
+ Gross Fixed Assets
- Accumulated Depreciation
+ Net Fixed Assets
+Intangible Assets, net

0.0

5,038,890

5,177,915

26,454,754

0.0

631,091

1,768,913

5,932,054

25,445,291

94,472,841

623,549

17,479,195

418,060

508,357

-307,761.0

-396,599.0

110,299

111,758

3,947,607

6,320,724

178,962

574,074

50,468,713

60,725,645

Total Long-Term Assets

55,329,130

85,211,396

Total Assets

80,774,421

179,684,237

+ Other Long-Term Assets
+ Goodwill

Liabilities & Shareholders' Equity
+ Accounts Payable

5,546,821.0

4,192,462

+ Short-Term Borrowings

11,560,517

11,789,599

399,060

4,278,060

17,506,398

20,260,121

2,298,986

3,476,760

+Long Term Provisions

0.0

0.0

+Amount Due to fellow subsidiary & intermediate holding company

0.0

0.0

375,158

1,301,013

20,180,542

25,037,894

0.0

0.0

+ Share Capital & APIC

24,116,675.0

142,909,305

+ Retained Earnings & Other Equity

36,477,204.0

9,927,702

60,593,879.0

152,837,007

+ Other Short-Term Liabilities
Total Current Liabilities
+ Long-Term Borrowings

+ Other Long-Term Liabilities
Total Liabilities
+ Perpetual subordinated convertible securities

Total Shareholders' Equity

0.0

1,809,336

Total Liabilities & Equity

80,774,421

179,684,237
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+ Minority Interest

Cash Flow (US$)
+ Profit before tax-Cash Tax Paid
+ Depreciation & Amortization
+ Other Non-Cash Adjustments
+ Changes in Working Capital
Cash From Operating Activities
+ Disposal of Fixed Assets
+ Capital Expenditures
+ Increase in Investments
+ Decrease in Investments
+ Other Investing Activities
Cash From Investing Activities
+ Dividends Paid
+ Change in Short-Term Borrowings
+ Increase in Long-Term Borrowing
+ Decrease in Long-term Borrowing
+ Increase in Capital Stocks
+ Decrease in Capital Stocks
+ Other Financing Activities
Cash from Financing Activities
Effect of Exchange Rate Changes
Net Changes in Cash
Opening cash
Closing cash
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CY 2019

CY 2020

14,496,691

-22,014,473

1,990,184

2,230,117

1,663,393

28,685,839

2,484,970.0

-19,163,816

20,635,238

-10,262,333

0.0

0.0

-18,130,198

-31,520,555

0.0

-26,599,238

0.0

23,156,875

0.0

0.0

-18,130,198

-34,962,918

0.0

0.0

0.0

0.0

12,685,990

14,758,847.0

-18,559,388

-14,766,510.0

0.0

87,788,697

0.0

0.0

0.0

-1,551,392

-5,873,398

86,229,642

85,917

-4,366,263

-3,282,441

36,638,128

21,780,904

19,777,924.0

18,498,463

56,416,052
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Disclaimer
Evaluate Research provides institutional equity research on global public midcap companies. All information used in the publication of this report has been
compiled from publicly available sources that are believed to be reliable; and
we do not seek insider information for writing this report. Opinions, estimates
and projections in this report constitute the current judgment of the analyst(s)
as on the date of this report. It is not guaranteed as to accuracy, nor is it a
complete statement, of the financial products, securities, or markets referred
to. Opinions are subject to change without notice. To the extent permitted by
law, Evaluate does not accept any liability arising from the use of information
in this report.
This document is provided for information purposes only, and is not a
solicitation or inducement to buy, sell, subscribe, or underwrite securities or
units. Evaluate does not make individually tailored investment
recommendations. Any valuation given in a research note is the theoretical
result of a study of a range of possible outcomes, and not a forecast of a likely
share price. The securities, issuances or investment strategies discussed in this
report may not be suitable for all investors. Investments involve many risk and
potential loss of capital. Past performance is not necessarily indicative of future
results. Evaluate may publish further update notes on these
securities/companies but has no scheduled commitment and may cease to follow
these securities/companies as may be decided by the research management.
The companies or funds covered in this research may pay us a fee in order for
this research to be made available. Any fees are paid upfront without recourse.
Evaluate and its analysts are free to issue any opinion on the security or
issuance. Evaluate seeks to comply with the CFA Institute Standards as well
as NIRI Guidelines (National Investor Relations Institute, USA) for all conduct,
research and dissemination of research, particularly governing independence
in issuer commissioned research.
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Forward-looking information or statements in this report contain information
that is based on assumptions, forecasts and estimates of future results, and
therefore involve known and unknown risks or uncertainties which may cause
the actual results, performance or achievements of their subject matter to be
materially different from the current expectations.
Evaluate makes an effort to use reliable, comprehensive information, but
makes no representation that this information is accurate or complete.
Evaluate is under no obligation to update or keep current the information
contained herein. The compensation of the analyst who prepares any Evaluate
research report is determined exclusively by Evaluate’s research and senior
management.
Evaluate Research Ltd. does not conduct any investment banking, stock
brokerage or money management business and accordingly does not itself hold
any positions in the securities mentioned in this report. However, Evaluate’s
directors, affiliates, and employees may have a position in any or related
securities mentioned in this report at an appropriate time period after the
report has already been disseminated, and in compliance with all CFA Institute
Standards.
No part of this report may be reproduced or published without the prior written
consent from Evaluate Research Ltd. Please cite the source when quoting.
Copyright 2015 Evaluate Research Limited. All rights reserved.
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