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Durable Growth

Why is durability so important?

The market expects revenue growth to normalize over time

e “Law of Large Numbers”

e Saturation in a single product category

e Competition takes market share

e Loss of talent or culture of innovation

e Heavy capital requirements (build more factories)

>> Analysts usually assume 5-10% decrease (or more) in annual revenue growth
rates as part of valuation models

Historically, this has been a reasonable assumption...
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But some businesses are different

What happens when a company can sustain durable growth?
The power of long-term compounding takes effect

8 Year CAGR of 42.5%

$17.8B

AWS quarterly revenue 2014 - 2021, Statista

Q4 2022 Results

AWS:
e 20.2% yly growth on $21.4B in revenue
e Growth dropped into mid-teens in January

Azure:
e 37% yly growth (in CC), down from 42% prior.
e Expect 30-32% in current quarter

GCP:
e Cloud segment (includes GSuite) grew 32.0% on
$7.31B in revenue
e GCP growth was higher than Cloud segment
overall
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s the cloud infrastructure thesis broken?

“Optimization” is one-time event, front-loaded for impact

AvsGPU ) oxGPU ) Zans N Prjcied Gost | acommondaion __ow Prjced Gt Sovigs

g4dn.xlarge Linux/UNIX 0.09 86.23 us-west-2a $378.72 Create Lights On/Off Policy $378.72
_ r5a.2xlarge Linux/UNIX  0.31 255  us-west2d  $325.44 r5a.large $81.36 $244.08

_ t2.medium Linux/UNIX 0.14 42.88 us-west-2¢c $33.41 t3.small $14.98 $18.43
_ t2.micro  Linux/UNIX 0.92 11.36 us-west-2a $8.35 t3.nano $3.74 $4.61

t2.micro  Linux/UNIX 0.82 32.41 us-west-2b $7.63 t3.nano $3.74 $3.89
v t3.medium Windows 0.82 42.8 us-west-2b $43.20 t3.small $28.22 $14.98

Estimated Monthly Savings $285.98

Savings incurred by right-sizing one micro-service, up to 36%

Other Optimization Technigues:

Commit to 1 year or 3 year usage contracts (24% - 41% savings)
RDS right-sizing and resource reservations (36% - 50% savings)
Software upgrade (20% savings)

Cold storage (Various)
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Cloud infrastructure demand drivers are intact

What is or will be your company's total annual spending on laaS and PaaS Cloud for the

following time frame(s)?
e Overall Cloud spend expected to

Distribution of Responses Midpoint Median increase by a 67% CAGR over next
Today eIn 3 Years
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ETR Cloud Infrastructure Survey, January 2023
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Al could kick off a new demand cycle

Al is just going to be a core part of a workload in
Azure versus jUSt Al alone. s you have an application that’s using a bunch

of inference, it’s also going to have a bunch of storage, and it’s going to have a bunch of
other compute beyond GPU inferencing. | think over time, every app is going to be an Al

app.

Microsoft CEO, Q4 Earnings Call
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Data volumes are increasing rapidly - where will it go?

Applied Materials Investor Meeting - April 2021

Data Generation By Category (ZB)

2018

MACHINE > HUMAN
CROSSOVER
DATA-CENTRIC WORLD
APP-CENTRICWORLD INDUSTRIAL
: |OT
13.8
0.1 0.3 0.8 1.6 3.1

2015 2016 2017 2018 2019 2020 2021E 2022F 2023F 2024F 2025F

SEMI GROWTH NO LONGER LIMITED BY HUMAN CONSUMPTION

Source: https://investors.appliedmaterials.com/events/event-details/investor-meeting
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With strong tailwinds, which companies can sustain high growth?

The key to investing is not assessing how much an
Industry is going to affect society, or how much it will
grow, but rather determining the competitive

advantage of any given company and, above all, the
durability of that advantage.

WARREN BUFFETT
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Maintain competitive advantage by having a moat

Architectural Advantage
0 I Build a product or deliver a service in a fundamentally
new way that lowers cost and is difficult to duplicate.

Product Development Velocity
Launch new product offerings and enter adjacent
product categories faster than competitors.
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CLOUDFLARE E%DATADOG

Customer Flywheel
Lower sales effort through efficient customer acquisition and

expansion motion. “Land and Expand”

Network Effects

Create incremental value for each new customer through

participation in the network.

Jdb
X snowflake



Durable Growth

Cloudflare - Superior architecture drives down costs

What is powerful is because we have done the hard
work on the networking and software side to make it

so that any server, anywhere can handle any request, that means
that as we continue to expand our network out that we're able to
directly interconnect with the various ISPs and networks around the
world and drive our cost down for things like bandwidth, co-location
and other variable costs that are part of our business.

CLOUDFLARE Q1 FY 2022 EARNINGS CALL
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Cloudflare - Architecture of massive parallelization

e Cloudflare runs 275+ global data
centers over a high bandwidth network
e FEvery server in every data center

o & delivers the same set of services
S0 o ‘.%.‘.,2;“.'-: o2 . . e Own and operate their data centers
‘;.’:. :::.::;'.‘3 '.":.3."‘..'.« O ol and networ!< |nterconnect§, allowing
. : 4 % . o Qory .:°: -:,"‘:;:3‘.’.: them to deliver more services at a
A e . e Joo :: e lower cost
" iy o . B >> Incremental product offerings like R2
e N TP o and Stream can be supported with little
® Cloudfiare city additional investment

Cloudflare’s disruptive architecture allows them to deliver superior performance for services that
benefit from high parallelization
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Cloudflare - Product development expands addressable market

Innovation Drives Massive TAM Expansion Areasfor  Applying architecture advantage to

Potential
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rowth
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Cloudflare Investor Presentation, Q4 2022
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Cloudflare - Extreme product delivery cadence

What's exciting is that the pace at which the Internet

Is getting better is accelerating. And, in turn, the pace at

which we are able to launch innovative new products is accelerating
along with it.

CLOUDFLARE 2022 ANNUAL LETTER
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Cloudflare - Product release velocity is increasing
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Cloudflare - Leadership drives product innovation

Leadership sets the tone for product development
An engaged and passionate CEQ is critical

0 Matthew Prince - & @eastdakota - 23h = Maintains focus on de”very

Just reviewed the announcements for the upcoming Platform Innovation timelines
Week. Looking soooo good! #developersdevelopersdevelopers

—> Reduces executive inertia
and conveyance

Attracts top product talent
Mission driven

A $1B company that
responds like a start-up

O

1 12 ¥ s3 0
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Datadog - Efficient customer acquisition and expansion

Our customers often significantly increase their usage

of the products they initially buy from us and expand their usage
to other products we offer on our platform.

DATADOG Q3 2021 10-Q
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Datadog - Product offering expansion
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Datadog Product Grid - Jan 2021
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Datadog Product Grid - Jan 2023

Since January 2021, Datadog has almost doubled its monetized product modules
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Datadog - Land and expand ... and expand

Datadog adds new customers, sells them more products and then
creates new products to sell them

Takes “Land and Expand” to next level

Add New e Land new customers
Customers Customers Adopt Additional
Products and Increase Usage > e Increase their spend each year
3 Vectors Combine to Drive ARR Growth o Growth of their business

o Adoption of new products

e Expand the product catalog by

Launch Product Extensions
and Enter Adjacent Markets

Datadog’s Land and Expand2
Strategy entering adjacent markets
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Datadog - Customer expansion flywheel

Quarter
Q3 2022
Q2 2022
Q1 2022
Q4 2021
Q3 2021
Q2 2021
Q1 2021
Q4 2020
Q3 2020
Q2 2020
Q1 2020
Q4 2019
Q3 2019
Q2 2019
Q1 2019

Total
Customers

22,200
21,200
19,800
18,800
17,500
16,400
15,200
14,200
13,100
12,100
11,500
10,500

9,500

8,800

8,200

2+ Products
Percent
80%
79%
81%
78%
77%
75%
75%
72%
71%
68%
63%
58%
50%
40%
32%

4+ Products
Percent

40%
37%
35%
33%
31%
28%
25%
22%
20%
15%
12%
10%

7%

6+ Products
Percent

16%

14%

12%

10%

8%

6%

4%

3%

Datadog currently offers 19 product
modules
Reports percent of customers with
2+, 44+ and now 6+ modules
Growth of customer module
adoption is compounded by total
customer count growth (30% v/y)
o 6+ customer count up 2.5x y/y
o 4+ customer count nearly
doubled y/y

>> Customer spend expansion drives industry leading DBNRR over 130%
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Datadog - Product module expansion and efficient cross-sell

e The ability to rapidly develop new products and enter adjacent
markets can be a moat.

O  Competitors quickly fall behind and become limited to a subset of product offerings.
o W.ith constrained IT budgets, we are seeing themes around vendor consolidation.

e More product modules to sell drives existing customer expansion.

O Selling more product to existing customers is the most efficient sales motion.
o Manifests as high net expansion rate (DBNRR over 130% for Datadog).

e Generates more operating profit to invest back into R&D.

O Can a software company spend more on R&D than Sales and Marketing?



Moat - Pace of Innovation

Datadog - Growth driven by outsized R&D spend

Ratio of S&M to R&D Spend

DDOG ESTC SPLK MDB CRWD NET SNOW CFLT GTLB A

Chart of GAAP S&M Expense Divided by R&D Expense, Most Recent Quarterly Results

Datadog is the only company in

my coverage universe where
R&D spend is higher than S&M

Reflects their frictionless sales
expansion model, with best in
class DBNRR

More investment in R&D keeps
the innovation flywheel
spinning (doubled product set
in two years)
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Datadog - Single click activation of new products

e All Datadog observability

MULTIPLE DATA PLATFORM PRODUCTS / SINGLE PANE ..ACROSS
8035:(:58 L':-;ETGF?’:I':ON SERVICES USE CASES OF GLASS... TEAMS prOd ucts are delivered from the

same platform

\:\:_ : f E
Ry £+ 350+ SOURCES - Installation of the Datadog
fg e Agent on server infrastructure
——— — is the only change required as
= part of first engagement

-~ il METRICS

— T From there, all 19 additional
— & AcTviTY

product offerings (plus future
ones) can be activated by a
button click

~ <[> METADATA -
Y v

o

Datadog Data Platform Diagram, S-1 Filing

Of competitive set, only Datadog spends more on R&D than S&M (and grows faster)



ABILITY TO EXECUTE
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Datadog - Rapid product improvement in APM

COMPLETENESS OF VISION

Datadog
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As of June 2022 © Gartner, Inc

Gartner

Datadog launched its APM (Application
Performance Monitoring) offering in 2018.
The product didn't meet the minimum
functional requirements for the Gartner
evaluation for the first two years.

Datadog kept adding functionality and
rounding out the product.

Gartner initially added Datadog to the Magic
Quadrant for APM in 2020 as a Visionary.
They were promoted into the Leaders
Quadrantin 2021.

Then the top position in 2022.
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Snowflake - Network effects create competitive advantage

Snowflake has really become a de facto platform for

financial institutions on how to share data. So that
becomes a very, very powerful thing. We feel the network effect from
data sharing in certain verticals that are really more advanced, more
mature in terms of the adoption of data sharing than some others that
are taking more time to get into that.

SNOWFLAKE Q2 FY 2023 EARNINGS CALL
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Snowflake - Large TAM to store all data in one place

CY26 Cloud Data Platform TAM by Workload
($ Billions)

Data Warehouse, : g
Data Lake, Cybersecurity
Unistore $2 l 8
Cloud Data Platf "
Collaboration, =\ P f Data Science & ML,
Data Engineering '\\ Applications
Cloud Data Platform
Snowflake Investor Day, June 2022 Snowflake Investor Day, June 2022

Snowflake defines their TAM by workload. This keeps expanding as they address more data
processing use cases.

They retain an even broader vision for the Data Cloud, which they still don’t try to size.
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Snowflake - What are network effects?

e Value of the network increases as more participants join

O  Social networks and dating sites provide an example. There is more incremental value

for someone to join a network, if their friends or prospective matches are already
members.

e Network value is even higher as switching costs increase

O If joining the network requires set-up or integration effort, then participants are more
likely to stay

e Captive audience makes cross-sell / upsell easier

O Easier to introduce adjacent product offerings to existing members of the network
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Snowflake - Network effects through data sharing

j . <, Spectrum
Anthem %/ Health
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Snowflake Healthcare and Life Sciences Data Cloud, March 2022

e Data sharing eliminates IT overhead
of APIs and file exchange

e Clean rooms allow two parties to
combine data sets while keeping
sensitive data private

e Brings new participants onto the
platform who may not be current
customers

>> Snowflake customers suggest the
use of Snowflake Data Sharing to their
customers and partners

In Q3, 22% of all customers had at least one stable edge, up from 17% a year ago.
66% of $1M customers have a stable edge.
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Snowflake - Marketplace and Powered By programs

Data Cloud Metrics

e |n addition to data sharing,
customers can subscribe to 3rd

DATA SHARING MARKETPLACE POWERED BY party data feeds through the
LISTINGS' SNOWFLAKE Marketplace
e Keeps all customer data in one
229% 1,702 /09 place on the Data Cloud

e Powered By partners are creating
value-add applications on top of
customer data, eliminating the need

Snowflake Investor Presentation, Q3 FY2023 to manage multiple copies.

9% of $1M+ customers are members of the Powered By program.
4 fastest growing companies from $1M to $100M in ARR in history are built on Snowflake
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Snowflake - Large customer spend is very elastic

Customers Over $1M Product Revenue’

Customers >$20M TTM Product Revenue
m Customers >$10M TTM Product Revenue
Customers >$5M TTM Product Revenue

m Customers >$1M TTM Product Revenue

79

40

12 10

FY21 FY22 Q1 FY23

e Customers over S5M, S10M and S20M in TTM product revenue are growing rapidly
e Now reporting multiple customers that passed S100M in annual spend
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Use competitive advantage to find the next $1T company

Rank * Name Market Cap Price Today Price (30 days) Country
1 " f’:gme $2.425T $153.28  ~0.37% fj”/\v =1 USA .
' Each of these companies have a
: B Microsolt $2000T  s2278  -08a% |~~~  musa competitive moat of some sort.
3 [y SaudiAramco $1.931T $878  ~0.15% & S. Arabia
el Moat can support powerful
s (5 Alphabet Google) w221 seasz -ote% PN musa compounding effects over a long
duration.
5 a ﬁmazon $1.019 T $99.45 0.09% F/Nf/% =2 USA
s B Berkshire Hathaway sowers  sanos  -ossk A\ np  mUsA Several of these companies have
seen the most significant scaling
7 "V"\ Ief“" $660.06 B $208.61  -7.18% W,//V =1 USA over the last 10 years
s X NVIDIA $571.68 B s22041 -520% " eusa
o i TfMC $508.40 B $98.04 - 2.00% /ﬂ_/\»-/vv @ Taiwan
~110 wisa Visa $483.54 B $230.06 - 0.52% f/‘\/*‘/vwV =1 USA

Global Companies Ranked by Market Cap, February 2023
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Questions?

Thank You, LBS!



