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Exasol

All systems go

FY20 was a year of groundwork for Exasol, with the IPO and a later fund
raise injecting resources into a previously cash-strapped business. From
H220, Exasol started to invest those funds into the business, boosting the
sales and marketing function and strengthening the R&D team.
Considering the minimum six-month sales cycle, FY20 reported revenue
growth of 9% saw little benefit from this investment. FY21 should see an
acceleration in growth as sales and marketing initiatives start to have an
impact and new product launches later this year should provide further
support in FY22.

FY20: Raising funds for growth

Exasol raised gross proceeds of nearly €92m in FY20, giving it the means to
accelerate its growth in the fast-moving data analytics market. In FY20, the
company grew revenue 9% y-o-y and increased the proportion of recurring revenue
to 81% versus 70% in FY19. Year-end annual recurring revenue (ARR) of €24.1m
was 37% higher y-o-y. The adjusted EBITDA loss widened from €1.9m to €7.4m
reflecting the company’s investment in headcount, marketing and IT in H220. Year-
end net cash stood at €69.4m.

FY21: Accelerating sales and marketing activity,
launching new products

Exasol is focused on accelerating the pace of new and upsell business and is hiring
additional resources to support this. It is targeting ARR of at least €35m for FY21
(+45% y-o0-y) and had reached €25.3m by the end of Q121. Exasol is planning to
launch a cloud-native SaaS version of its technology later this year, which should
increase its addressable market, and is planning an automated data warehouse
solution based on technology from the recent yotilla acquisition.

Valuation: ARR is the key driver

Post results, consensus forecasts were reduced, although net cash forecasts still
show more than sufficient resources to fund company growth. Exasol has
consistently traded above its €9.5 IPO listing price but is currently trading below the
€19.5 level of the December fundraise. In our view, evidence of accelerating growth
in ARR will be the key driver of share price performance. On an EV/sales basis, the
company trades at a premium to the average for German software peers, although
it is more in line with high-growth peers. Compared to US SaaS software peers, it is
trading at a discount despite faster growth prospects.

Consensus estimates

Year Revenue PBT EPS DPS PIE Yield
end (€m) (€m) (€) (€) (x) (%)
12/19 21.6 (13.9) (1.33) 0.0 N/A N/A
12120 23.6 (34.3) (1.67) 0.0 N/A N/A
12/21e 35.0 (18.6) (0.53) 0.0 N/A N/A
12/22¢ 516 (20.7) (0.59) 0.0 N/A N/A

Source: Refinitiv
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Business description

Exasol is an analytics database software developer
with more than 195 customers in 30 countries. lts
headquarters are in Nuremberg, Germany, and it has
offices in the UK and the US.
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Review of FY20 results

Exhibit 1: FY20 results highlights

€m FY19 FY20 y-0-y
Revenue 21.6 23.6 9%
Cost of materials (2.4) (3.2) 34%
Capitalised development costs 1.8 19 5%
Staff costs (24.3) (37.3) 53%
Other operating costs (net of other operating income) (7.7) (15.0) 95%
EBITDA (11.0) (29.9) 173%
D&A (2.2) 4.2) 89%
EBIT (13.2) (34.1) 159%
Net loss (14.0) (34.3) 146%
Net cash/(debt) (1.6) 69.4 N/A

Source: Exasol

Exasol reported a 9% increase in revenue in FY20. On a reported basis, staff costs increased 53%
y-0-y. Once one-off costs relating to share awards and stock appreciation rights (SARs) are
excluded, underlying staff costs of €20.5m increased 25% y-o0-y, reflecting the increase in
headcount of 68 over H220. Other operating expenses increased 95% y-o0-y; once one-off costs
relating to the May 2020 IPO and December 2020 fundraise are excluded, underlying other
operating costs increased 43% y-o-y, reflecting the increased investment in marketing and IT.
Depreciation and amortisation in FY20 included €1.7m of catch-up amortisation that should have
been charged in 2006-2016. The company raised gross proceeds of €48.5m from the IPO (5.1m
shares at €9.50/share) and a further €43.3m in December (2.2m shares at €19.5/share), resulting in
net cash of €69.4m at year-end.

Exhibit 2 shows the reconciliation between reported and adjusted EBITDA and net income.

Exhibit 2: Adjusted results

€m FY19 FY20
EBITDA (11.0) (29.9)
Provision for SARs and stock awards 7.9 16.8
Costs related to fund raises 1.2 5.7
Adjusted EBITDA (1.9) (7.4)
Net income (14.0) (34.3)
Adjustments 9.8 225
Adjusted net income (4.2) (11.8)

Source: Exasol

Exhibit 3 below shows key metrics for the company in terms of ARR, churn and net revenue
retention. ARR at year-end increased 37% y-o0-y, and compared to the €20.8m at the end of H120,
increased 16% h-o-h. In FY20, recurring revenue totalled €19.0m, up 26% y-o-y and making up
80.5% of revenue (FY19 69.9%). The company now only sells its software on a subscription basis,
but in FY20 it signed several one-off licences totalling €3.0m.

In terms of customer numbers, the company saw 7.4% churn (33 new customers, 13 departing
customers). However, a number of terminating customers were smaller businesses affected by
COVID-19, meaning the revenue impact was not as strong as evidenced by the MRR churn of
5.1%. Overall, net revenue retention of 113% was higher than the 109% achieved in FY19.

Exhibit 3: Key performance metrics

FY19 FY20 y-0-y
ARR (€m) 17.6 241 37%
Reported recurring revenue (€m) 15.1 19.0 26%
Churn - customer numbers 4.0% 74%
Churn - monthly recurring revenue (MRR) 8.7% 5.1%
Customers 175 195 1%
Net revenue retention (NRR) 109% 113%

Source: Exasol
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Business update

The company is planning to launch a new cloud-native SaaS solution in H221; this is already in
beta with several customers. It will first be made available on Amazon Web Services later this year
and on Google Cloud Platform in FY22. The cloud-native solution will allow customers to separate
the data storage and data compute elements, providing a more cost-effective solution for those
customers that want to use Exasol’s analytics technology on an ad-hoc basis or who want to
analyse smaller amounts of data. Exasol will also be able to offer its Exacloud-managed services
offering via the public cloud.

Exasol acquired a small business, yotilla, in H220. Using yotilla’s technology, the company is
developing a data warehouse automation solution. This is designed to allow business units within
enterprises to create their own customised data warehouses on an ad-hoc, automated basis,
without specialist knowledge.

Outlook and change to estimates

Exasol expects to be able to grow ARR to at least €35m by the end of FY21 (+45% y-o0-y) and to
reach ARR of €100m during FY24. It also expects to grow headcount to at least 300 by year end,
from the 223 at the end of FY20. Management noted that, with a sales cycle of at least six months,
FY20 revenues saw very little impact from the investment made after the May IPO. The
acceleration in sales and marketing activity should start to bear fruit in FY21.

Q121 results on track

In Q121, Exasol reported revenue of €6.1m (+26.3% y-0-y) and ARR of €25.3m (+37.3% y-o0-y,
+5.0% g-0-q). Headcount increased by 46 to reach 269 at quarter-end.

Consensus forecasts reduced

Consensus forecasts were downgraded after results (see Exhibit 4); revenue was reduced by 3.3%
in FY21e, 4.8% in FY22e and 6.8% in FY23e and EBITDA and PBT forecasts were reduced
accordingly. Per these estimates, the company has more than adequate cash reserves to fund its
growth path.

Exhibit 4: Consensus forecasts

€m FY21e FY22e FY23e
Revenue 35.0 51.6 78.5
EBITDA (16.5) (17.9) (10.9)
PBT (18.6) (20.7) (14.1)
Adj EPS (€) (0.53) (0.59) (0.40)
Net cash 55.5 41.0 29.5

Source: Refinitiv (as at 12 May)

Valuation

We compare Exasol to two groups of peer companies: US SaaS software companies and German
software companies (which are a mix of SaaS and traditional software models). We also show
Exasol’s closest peer, Snowflake, which listed on the NYSE in September 2020.

We note the US SaaS companies are much larger in size, both in terms of market cap and
revenues. Of the 39 US SaaS companies included in the averages, nine were loss-making in the
last reported year. Exasol is forecast to grow revenue faster than the group average and is trading
at a discount on an EV/sales basis for both years.
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Snowflake is trading at a significant premium to all peer companies in the table below, with forecast

revenue growth well ahead of all peers.

The German software peers are all profitable at the EBIT level. Those with a market cap sub-€1bn

are forecast to grow revenues at an average of 9% this year, compared to Exasol’'s 48% growth

forecast, and are forecast to grow on average 13% next year, versus Exasol at 47%. On an

EV/sales basis, Exasol is trading at a premium to the group average, but looking at the higher

growth peers, the valuation looks more in line.

Exhibit 5: Peer group valuation and financial metrics

Market

cap

€m
Exasol AG 461
Snowflake (USS$) 61392
US SaaS$ software 9855*
German software companies
SAP SE 138672
TeamViewer AG 6214
Nemetschek SE 6538
Software AG 2518
RIB Software SE 1406
Atoss Software AG 1271
Mensch und Maschine 1017
Software SE
PSI Software AG 481
init innovation in traffic 430
systems SE
IVU Traffic Technologies AG 306
USU Software AG 278
GK Software SE 285
Serviceware SE 179
Average
Median

Average market cap <€1bn
Median market cap <€1bn

Source: Refinitiv. Note *Median market cap and EV. Priced at 18 May.

EV Sales growth (%)

€m
391
57484
9880*

145168
6664
6560
2229
1217
1243
1026

456
440

285
272
310
154

CcY
48.3
84.8
25.3

0.2
18.7

85
-1.5
26.3
14.8

45

6.8
1.1

13.0
79
134
104
9.5
8.5
9.1
9.2

NY
47.4
64.2
21.8

4.0
28.3
9.0
79
22.7
15.5
10.8

7.8
17.2

8.7
12.5
14.9
12.5
13.2
12.5

8.8

9.2

EBITDA margin
(%)

cY NY
-47.1 -34.7
-20.1 74
13.9 16.2
331 329
49.0 49.9
289 28.7
20.0 235
26.7 27.1
317 30.8
17.7 18.4
14.3 14.7
15.5 16.2
15.4 15.0
12.2 13.6
17.9 19.3
44 6.9
221 22.8
17.9 19.3
12.3 13.3
12.5 14.9

EBIT margin (%)
cYy NY
-54.0 -40.5
-20.4 -10.6
8.0 1.1
28.2 28.2
37.0 39.2
221 224
15.5 19.1
14.9 17.5
215 26.7
14.0 14.9
9.2 9.8
10.8 1.7
12.5 12.4
7.6 9.6
11.4 13.2
14 4.3
16.3 17.6
14.0 14.9
14.3 8.8
14.9 10.0

EVisales (x)
cYy NY
11.2 7.6
52.5 32.0
14.0 11.3
53 5.1
12.3 9.6
10.1 9.3
2.7 25
3.8 31
12.6 10.9
4.0 3.6
2.0 1.8
24 21
2.7 25
2.3 2.1
2.3 2.0
1.9 1.7
5.0 4.3
2.7 25
10.2 2.3
10.7 2.3
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Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Bérse AG or the Frankfurter Wertpapierborse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Bdrse AG and prepared and
issued by Edison for publication globally.

Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfrontin cash without
recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the dlient but does not get remunerated for any investment banking services. We never take payment in stock, options or
warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this
report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information or
statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securitie's described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to Edison's
policies on personal dealing and conflicts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having regard
to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation
to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as
a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment
decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experie nce in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 of
the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be distributed
or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not offer
or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that any
particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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