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Ramping up whistleblowing sales

EQS had a clear benefit in FY20 from the demand for virtual corporate
communications but the key to future growth is in the corporate
compliance segment. Its cloud-based products are set to be the core
growth driver over the medium term. With the imminent implementation of
European whistleblowing regulation, there is a short-term opportunity to
gain new clients, with the potential to expand accounts after. To make the
most of this, the group is investing an additional €5.6m in sales and
marketing in FY21, reflected in revised consensus estimates.

Additional investment in FY21

There were no real surprises in the published accounts, with the preliminary figures
having been published in February. The Investor Relations segment grew 26%
(pro-forma, adjusted for sale of ARIVA in FY20), to 47% of group revenue, while
Compliance segment revenues were up 12% pro-forma. Reporting is simplified,
with revenues split between Investor Relations and Compliance, with each split
between Cloud Products (SaaS) and Cloud Services. It is the SaaS revenues that
are set to drive the stronger growth over the planned period through to FY25. For
FY21, management guidance is for FY21 EBITDA to be in the €1.0-2.0m range,
with the reduction reflecting €5.6m of additional investment in sales and marketing,
implying a slightly better underlying margin than was built into earlier forecasts.
Management’s ambition is to build group revenue to €100m, with an EBITDA
margin of over 30%, by FY25e unchanged. This looks challenging but achievable.

Funding in place

The group raised €9.1m gross in Q420 (placing at €26/share), with which it bought
a 23% stake in C2S2 (in January 2021), a SaaS policy management provider with
intelligence search functionality, and 100% of Got Ethics for €10m, again settled in
January 2021. Got Ethics is an established provider of digital whistleblowing in
Northern Europe. EQS raised a further €13.6m with a placing at €38/share in
February. Having ended FY20 with net cash of €1.2m (€7.1m if leases are
excluded), the group has the liquidity to support this further investment phase.

Valuation: Looking to the potential

With two recent placings, the share price has come off recent highs (€39.4 in
February). On EV/sales, averaged across FY20-22e, the valuation is still at a
discount of around 55% to larger peers, while earnings multiples are distorted by
the additional investment.

Consensus estimates

Year Revenue PBT* EPS* DPS PIE  EVIEBITDA
end (€m) (€m) (€) (€) (x) (x)
12119 354 (0.3) (7.4) 0.00 N/A 100.1
12120 376 0.4 4. 0.00 795.1 53.7
12121e 476 (3.3) (0.5) 0.00 N/A 150.4
12/22¢ 57.1 (0.1) (0.1) 0.00 N/A 512

Source: Refinitiv. Note: *Historical adjustments to PBT and EPS are as per Refinitiv.
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New segmentation clarifies the narrative

With these results, management has moved on from the previous segmentation, which was
becoming much less helpful in clarifying how the business was developing. The two key elements
of Investor Relations and Corporate Compliance are maintained, but the smaller revenue streams,
such as LEI customers, are now merged in with others. It is the Cloud Products that are set to be
the main revenue drivers, based on the group’s COCKPIT platform. The revenue splits are shown
below. We expect the main impetus for growth in FY21 to be from Compliance Cloud Products, in
line with the step up in the sales and marketing efforts behind the promotion of the whistleblowing
solutions.

While this EU whistleblowing regulation is now active, the deadline for implementation in national
laws is two years, which will be in December 2021. We would therefore expect the revenue benefit
to be heavily skewed to H221 and into H122, while the additional sales cost will be in place for most
of H121, with forecast FY21 EBITDA to accrue in the second half. Management’s ambition is to
gain 5k whistleblowing clients by FY25, of whom about 1k will choose to operate on EQS’s
Compliance COCKPIT. There is obviously then considerable scope for cross- and up-selling.

Got Ethics, which will sell under the Integrity Line brand (and therefore report within Compliance
Cloud-Products), should add €2.7-3.0m of annualised revenues.

Exhibit 1: New revenue segmentation

€000s FY19 FY20
Investor Relations

Cloud-products 5,286 7,849
growth (%) 0% 48%
Service-products 8,717 9,818
growth (%) 0% 13%
Discontinued operation (ARIVA.DE AG) 2,072 0
Total Investor Relations 16,075 17,667
growth (%) 10%
Like-for-like growth (%) 26%
Compliance

Cloud-products 9,332 10,696
growth (%) 0% 15%
Service-products 8,535 9,273
growth (%) 0% 9%
Discontinued operation (ARIVA.DE AG) 1,425 0
Total Compliance 19,292 19,969
growth (%) 4%
Like-for-like growth (%) 12%
Group 35,367 37,636
growth 6%
Like-for-like growth (%) 18%

Source: Company accounts, Edison Investment Research

EQS continues to report other key metrics such as new annualised recurring revenues (ARR)
(€5.32m), new SaaS customers (301) and SaaS contracts signed for the IR COCKPIT (631).
Management’s goal is to win 1,500—2,000 new customers in FY21, with a target of €6m new ARR.

For FY21, the main change to forecasts is clearly the €5.6m of EBITDA identified by management
as sacrificed to the sales effort. Guidance is for FY21 total revenue growth of 20—-30% (including
Got Ethics), with Compliance revenue growth in a range of 30-40%.

EBITDA is guided in a range of €1.0-2.0m.

Management’s business plan is unchanged: FY25e revenues of €100m, split 68% Compliance,
32% Investor Relations, achieving an EBITDA margin of over 30%.
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The recent fund-raises have put the group in a good financial position to weather the planned

temporary reduction in EBITDA, as well as facilitating the bolt-on acquisitions of Got Ethics and the

stake in C2S2. Having closed FY20 with net cash of €1.2m, consensus indicates an increase by

end FY21e, with cash flow accelerating the following year. The underlying cash characteristics of
the business model should be strong, with subscription income and a scalable product that should

not demand further extensive capital investment.

Valuation: Off recent highs

Exhibit 2: Peer valuations

Price (reporting
currency)

Euromoney (£) 982
Thomson Reuters (USS$) 91
Envestnet (US$) 75
Swissquote Group (€) 134
GlobalData (£) 1,370
MSCI (US$) 449
S&P Global (US$) 369
MarketAxess Holding (US$) 535
Average
Median
EQS (€) 32.6
(Discount)/Premium

Market
cap (m)
1,073
56,696
4,064
2,060
1,621
37,114
88,911
20,311

257

Source: Refinitiv. Note: Prices at 12 April 2021.

YTD
%
8
10
9
57

EV/sales (x)
FYO FY1
3.3 34
7.9 7.6
44 3.9
20.8 13.3
9.6 9.0
23.1 20.2
12.3 1.7
28.8 253
13.8 11.8
11.0 10.4
6.8 54

-51%

-54%

FY2
3.0
73
35

123
8.9

184

1.0

22.7

10.9

10.0
45

-59%

EV/EBITDA (x)
FY0 FY1
16.6 15.8
23.8 24.9
18.3 18.3

29.7

30.3 279
40.3 34.2
220 211
4338

252 27.0
22.9 26.4
53.7 1504
13%  457%

FY2
123
214
16.3
271.2
26.4
30.8
19.7
39.0
241
239
51.2
12%

FY0
23.0
49.2
29.1
221
44.8
57.3
316
68.1
40.7
38.2
N/A
N/A

PIE (x)
FY1
243
51.7
34.7
18.5
425
48.0
29.6
64.0
39.2
38.6
N/A
N/A

FY2
17.2
39.7
315
16.4
373
424
26.9
574
33.6
34.4
N/A
N/A

EQS’s share price climbed from €14.8 to €26.8 over the course of FY20, continuing to rise to a high
of €39.6 in early February 2021 shortly before the second fund-raise.

On EV/sales, EQS remains valued at a substantial discount to larger global peers of 55%, averaged

across FY20—-22 to smooth out any COVID-19 impacts. Earnings-based multiples are obviously
affected by the temporary reduction in profitability.
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Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Borse 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 Borse 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 upfront in cash
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client 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 Edison analyst 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 securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

t in securities ioned: 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 Myonlineadvisers Pty Ltd who holds an Australian Financial
Services Licence (Number: 427484). 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.

Neither this document and associated email (together, the "Communication”) constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience 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 "FPQO") (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 (nor will
such persons be able to purchase shares in the placing).

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 Investment 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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