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Dear Fellow Shareholders:

Datawatch continued to advance its business in fiscal year 2015 as we strived to achieve a leadership 
position in the fast-growing self-service data preparation market. This market is the sweet spot for 
Datawatch, as we are able to leverage the unique innovation in our Monarch platform and our extensive 
base of loyal Monarch customers to win valuable new customers.  The opportunities in this area are vast, 
and during fiscal year 2015, we adjusted our marketing and sales approach to meet the market 
requirements.  While the operational changes we instituted brought with them some disruption, we are 
much stronger exiting fiscal year 2015 and in a better position to capture a leading share of what we 
believe is an extremely large and rapidly growing market, one that today is barely penetrated.

In light of this opportunity, we moved fast, bringing to market in the summer of 2015 an entirely 
repackaged and significantly advanced Monarch offering for data preparation, driven by a two pronged 
sales effort utilizing an expanded high-velocity inside sales group complemented by a  refocused  outside 
sales group. We also introduced a subscription model to our pricing policy, which changed the profile of 
our revenue stream such that a greater proportion of our total revenues are recurring in nature – an 
important lever for sustainable long-term growth. Lastly, we re-examined our partner model to assess 
which organizations are best able to contribute to our long-term growth in data preparation, and directed 
our partner investments to those with the most synergistic business models.

While we are very optimistic about addressing  this sizable market, which industry analysts project will 
grow at 16%+ CAGR through 2019 and which is only 5% penetrated today, the process we underwent to 
tailor our organization to suit the competitive marketplace was not without its challenges. It is critical to 
recognize that we have in no way abandoned our unique real-time visualization technology and the 
potential we see in this arena; rather, we are honing our visual analytics sales focus to the precise set of 
customers whose needs we believe we best fulfill, especially in capital markets and the Internet of Things 
arena where our real-time capabilities are unmatched.

As a result of the changes to our business model necessitated by our increased concentration on data 
preparation, our financial performance in fiscal 2015 suffered from a ‘reset’ at the beginning of the year, 
though we steadily grew revenue each quarter through the remainder of the fiscal year. While these 
results are lower than what we believe we are capable of producing, we are confident that Datawatch is 
far better positioned today to attack the market with the right products, the right customer targets and 
the right sales and marketing approach.

Our plans for near term and longer term revenue growth are important to understand. In fiscal 2016 and 
beyond, we are driving hard to generate improved results through three key initiatives:

 a) Winning a competitively significant amount of self-service data preparation 
  business through an aggressive land-and-expand business model. 
 b) Focusing on our extensive customer base, including specifically our 
  top 250 customers, to drive near-term and longer-term license revenue growth. 
 c) Extending our real-time visualization leadership in capital markets, where 17 of the 
  top 20 global investment banks use Datawatch today.

We are already seeing strong success in increasing our self-service data preparation business, having 
gained several hundred new name customers of Monarch data preparation since we launched the new 
product in the middle of 2015. Because the majority of these sales were made on a subscription basis, the 
full impact of the added revenues from data preparation will not be visible in current quarters, but builds a 
strong deferred revenue base for the future. And while we are in the early days of this sales process, we 
are already seeing our first ‘expands’ from the new name customers we landed in fiscal 2015.
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We have also altered our partner approach to better attend to the data preparation market, where we 
are cultivating and signing partners for self-service data preparation in the partner ecosystems for 
Tableau, Qlik, Microsoft Power BI and IBM Watson Analytics. To this end, we are positioning our offering as 
one that will leverage customer investments made in these leading self-service analytic tools, ones 
where our data preparation solution enables the customer to fully realize the value of that investment. 
And, we have gained traction with the top large volume resellers who can open up sizable customer bases 
for our land-and-expand model.

Our keen focus on the data preparation market also entails facing the realities around the pace of 
competitive change in that market, and thus we have committed to a rapid, agile development approach 
to continually bring new innovation to market for data preparation, literally on a month-to-month basis. 
Here we are benefiting from the closed loop collaborative process we share with customers, with 
partners and with prospects, and this gives us greater confidence that our Monarch data preparation 
solution truly embodies substantial customer advantages and is thus appealing to a wide range of 
business users.

On the second initiative, we are dedicating more selling and marketing investments towards upselling our 
customer base, and specifically our top 250 customers. Remember, our Monarch customer base is 
extensive and our customers have proven to be loyal and repeat buyers. As we build our self-service 
data preparation business through a land-and-expand strategy and pursue strategic applications for 
real-time visualizations in capital markets, our current customers and their overall customer experience 
present a tremendous opportunity for additional purchases. We are improving our focus and attention on 
this important group, with specific steps underway to improve customer satisfaction, expand our 
penetration of these customers and increase the lifetime value of and for the customer.

Finally, on our third initiative, we are diligently pursuing the best opportunities for real-time visualization 
solutions, primarily in capital markets.  The payoffs from rapidly analyzing big data are well-known in 
global investment banks, where competitive and regulatory challenges are accelerating much-needed 
improvements in firms’ information management technologies.  Datawatch, with its highly-advanced 
real-time visualization software solution, allows them to perform deeper analysis and anomaly detection 
on data captured in-stream and inject results back into the business on a real-time basis – enabling 
customers to drive better business performance, manage risks and provide improved transparency for 
regulators.  We are already the choice of 17 of the top 20 global investment banks, and our continual 
innovation cycle keeps us well ahead of the competition.  We expect that the renewed focus on our core 
technology and specific market strengths will drive better performance for our company in fiscal 2016.

In closing, I know that our whole team is fully committed to the long-term success of Datawatch, and to 
harnessing the opportunity we see ahead of us. We recognize that doing so will require improved 
performance, and we have renewed confidence that we can achieve our goals.   On behalf of 
Datawatch and its management, we thank you, our shareholders, for your support this past year 
and moving forward.

 

 

Michael A. Morrison
President and CEO
February 12, 2016
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STOCK AND CORPORATE INFORMATION

QUARTERLY STOCK INFORMATION

The Company’s common stock is listed and traded on the NASDAQ Capital Market under
the symbol DWCH. The range of high and low closing prices during each fiscal quarter for
the last two fiscal years is set forth below:

There were 86 shareholders of record as of December 31, 2015 and thousands of 
additional beneficial holders. The last reported sale of the Company’s common stock 
on February 22, 2016 was at $4.53.

The Company has not paid any cash dividends and it is anticipated that none will be 
declared in the foreseeable future. The Company intends to retain future earnings, 
if any, to provide for the operation, development and expansion of its business.

ANNUAL MEETING

The annual shareholders meeting of Datawatch Corporation will be held on April 19, 2016, 
at 11:00 AM ET, at the offices of the Company, 4 Crosby Drive, Bedford, MA 01730

FORM 10-K REPORT

A copy of the Company’s Form 10-K filed with the SEC may be obtained free of charge by
writing to Investor Relations, Datawatch Corporation, 4 Crosby Drive, Bedford, MA 01730

REGISTRAR AND TRANSFER AGENT

American Stock Transfer & Trust Company
6201 15th Avenue
Brooklyn, NY 11219

GENERAL COUNSEL

Choate Hall & Stewart, LLP
Two International Place
Boston, MA 02110

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

RSM US LLP
80 City Square
Boston, MA 02129
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Safe Harbor Statement under the Private Securities Litigation Reform Act of 1995

Any statements contained in this press release that do not describe historical facts may constitute forward-looking statements as that term is defined in the Private Securities Litigation Reform Act of 1995. Any such statements, including but not limited to those relating to results of operations, 
contained herein are based on current expectations, but are subject to a number of risks and uncertainties that may cause actual results to differ materially from expectations. The factors that could cause actual future results to differ materially from current expectations include the following: risks 
associated with the continuing weak global economy; risks associated with fluctuations in quarterly operating results due, among other factors, to the long sales cycle with enterprise customers and the size and timing of large customer orders; risks associated with acquisitions, including the 
acquisition and integration of Panopticon; the risk that our goodwill resulting from acquisitions may become impaired and require a write-down; limitations on the effectiveness of internal controls; rapid technological change; Datawatch’s dependence on the introduction of new products and product 
enhancements and possible delays in those introductions; competition in the software industry generally, and in the markets for next generation analytics in particular; Datawatch’s dependence on its principal products, proprietary software technology and software licensed from third parties; 
Datawatch’s concentration of customers in the financial sector; risks associated with international sales and operations; risks associated with indirect distribution channels and co-marketing arrangements, many of which were only recently established; the adequacy of Datawatch’s sales returns 
reserve; risks associated with a subscription sales model; Datawatch’s dependence on its ability to hire and retain skilled personnel; disruption or failure of Datawatch’s technology systems that may result from a natural disaster, cyber-attack, security breach or other catastrophic event; and 
uncertainty and additional costs that may result from evolving regulation of corporate governance and public disclosure. Further information on factors that could cause actual results to differ from those anticipated is detailed in various publicly-available documents, which include, but are not limited 
to, those appearing in the Company’s Annual Report on Form 10-K for the year ended September 30, 2015 and Form 10-Q for the quarter ending December 31, 2015. Any forward-looking statements should be considered in light of those factors.
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