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U.S. Software

Observability Industry Review:
Volume 8
Our theme of the quarter highlights internet search trends
across observability. Results show that awareness is still
relatively low vs. other software applications, with companies
still early in branding themselves as platforms vs. point
solutions. Datadog captures the most mind share, while
Dynatrace is gaining momentum.

Theme of the Quarter - Relative Search Interest Continues to Increase, But Is Still Early on
Its Journey: In our eighth quarterly observability industry review, we look at Google search
trends over the last five years to understand how popular these tools are among a broader
basket. Relative interest in point solutions (APM, ITIM, Logs) has moderated over the last five
years, while observability interest has increased as vendors have rebranded towards offering
platform solutions. However, relative to other software verticals, observability is still early in
capturing mind share from the broader community, which should bode well for vendors as
companies increasingly focus on modernizing their IT infrastructure. Amongst our coverage,
Datadog stands out for its high levels of interest, while Dynatrace and Elastic remain a bit
further behind.

Takeaways from VAR Survey - Q4 Results Look Consistent, Though Q1 Downtick Raises
Questions: In our eighth observability VAR survey, expected demand was roughly flat on a q/q
basis, in line with what we are seeing from the hyperscalers. However, expectations for the next
quarter trended to the negative, while the impact from optimzations is expected to lessen. In
turn, this could a bit of a balancing effect as the macro improves but there appears to be a lack
of a catalyst for overall spend. VARs again highlighted Datadog for its platform leadership, while
Dynatrace saw improved results in its platform and ITIM offering. Splunk and Elastic again
showed strength in logging, but continued to lag from a platform perspective. We highlight the
continued downtick in hyperscaler results from our VAR Survey as something worth watching,
as the end of optimizations could be resulting in customers shifting from lower cost hyperscaler
offerings to best of breed individual observability vendor solutions.

Trend Spotter Takeaways - Holiday Seasonality Weighs On All Vendors In Q4: Our analysis of
web log-in data in the observability space shows that login trends declined sequentially for all
vendors, likely driven by lower usage around December. Datadog logins appear the most
resilient, followed by Dynatrace, while Elastic and Splunk fared not as well. Trends continue to
appear to have leveled off after strong growth at the start of the year, particularly on the unique
visitor front.
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Google Search Interest Showcases Early Mind share of
Monitoring Solutions in Software
For our theme this quarter, we take a closer look at Google Search trends over the last five years
to get a sense of popularity in various vendors and topics within observability. For each term,
we indexed results to their peak popularity over a given time frame, with a value of 100
representing the most popular time for the search. While this data is not fully reflective of the
demand vendors are seeing for their solutions, we believe it is directionally accurate for
understanding popularity and mind share of vendors and themes in our space.

Industry Trends Highlight Mind Share Journey for Observability
For a long period of time, each sub-segment of observability was viewed as an individual point
solution for a given task, with vendors specializing in certain segments and being sought out for
their ability handle these at the highest level. The three core segments here are APM,
Infrastructure Monitoring, and Log Management, though other solutions including Network
Monitoring, Digital Experience Monitoring, and more, are also prominent sub-verticals. Given
the industry's emphasis on these three core types of monitoring, we start off by looking at
search interest for these segments over the last five years.

Application Performance Monitoring: Sustained Interest Over Time
Looking at the data below, we can see that interest in APM has remained relatively consistent
over the last five years. As the largest of the three main observability sub-segments (as seen in
U.S. Software: Observability Industry Review: Volume 7, 10/31/23), this makes sense to us,
especially given APM's more prevalent role in the IT ecosystem, and the continued tailwinds the
segment is seeing as a result of workload migration from on-premise to the cloud. As such, the
term is more decoupled from other observability segments, helping to drive sustained interest
in the topic in our view. Within APM, Datadog was the most related query, followed closely by
Elastic and New Relic. Within the top 25 were also Google APM, Splunk, Dynatrace, Grafana, and
SignalFX (owned by Splunk).

FIGURE 1. APM Search Interest Over Time 
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Log Management and Infrastructure Monitoring Seeing Less Sustained Volumes
Looking at the data for Log Management and Infrastructure Monitoring, we see somewhat
similar trends. Both of these sub-verticals have roughly trended down in search interest over
the last few years, and while they continue to be important parts of the observability stack, it is
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FIGURE 2. Log Management Search Interest Over Time FIGURE 3. Infrastructure Monitoring Search Interest Over Time
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increasingly evident that businesses approach to marketing, and consumers approach to
searching for these products, has shifted from point solutions to the broader platform. Given
vendors' approach to marketing the 'observability stack' as opposed to just a single segment
(and absent the tailwinds seen in APM), the results here again make sense.

• Among most closely related Log queries, Splunk was the predominant result (which aligns
with the company's position as the incumbent in the space), though Datadog, SolarWinds,
Dynatrace, and Humio (owned by CrowdStrike) were also featured in the top 25.

• In Infrastructure monitoring, Splunk, Datadog, and Dynatrace were all featured in the top 25
most related queries.

Upward Interest In Observability Highlights Importance of Platform Branding
Over the last few years (and as we have written about extensively, starting with U.S. Software:
Raimo's Roundup: Observability - An Emerging Battleground in Software, 09/06/2019), IT
monitoring vendors have increasingly marketed their offerings as "Observability Solutions," as
opposed to just APM, Infra. monitoring, etc. This platform approach to observability has
resulted in a shift in how users search for these tools as well. As we can see below,
"Observability" search interest over time has trended upwards (as opposed to flat/down like the
point solution approaches above), demonstrating that more individuals are looking for
solutions via a broader spectrum than they were prior.
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FIGURE 4. Observability Search Interest Over Time Reveals Positive Trends
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Looking at the most popular queries related to observability, as seen below, we are somewhat
but not overly surprised to see Splunk top the list. Given the company's history as the oldest
and largest vendor in the space, it makes sense to us that results would over-index here. In a
similar manner, AWS coming in at #5 also does not surprise us, given the company's position as
the largest hyperscaler, and with many of its customers likely looking for in-house observability
tools to leverage in their day to day. We were encouraged to see Datadog in the top ten, which
aligns with our view that the company remains the best play in the space as it continues to build
out a well rounded observability suite. Elastic and Grafana interest was also high, but
interestingly, Dynatrace did not show up in results, though this could be due to the company's
customer profile, which indexes towards enterprises and thus would be less likely to be
searched by individuals.

FIGURE 5. Top 15 Queries Related to Observability per Google Trends
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Search Mind Share for Observability Remains Small vs. Other Aspects of Software
Given the improvements in Observability interest over the last five years, we then looked to see
how the topic compared vs. a more traditional/well know software practice like SIEM. Here we
can see that the gap in relative interest is still very large, demonstrating that Observability is
still early in its journey to capture development and organization mind share, in our view. We
believe that many businesses may still be looking at products on a solution-by-solution basis,
as outlined above. Moving forward, as the importance of observability continues to grow in
organizations, we expect to see these results move closer to parity. During the Dynatrace
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FIGURE 7. Datadog Search Interest Over Time  FIGURE 8. Dynatrace Search Interest Over Time 
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Perform keynote last week, management noted that only 10-20% of workloads are on the cloud
today, and of these only 20% are modernized and monitored, meaning there remains a long tail
of adoption for vendors in the space.

FIGURE 6. Relative Interest vs. SIEM Demonstrates Awareness Is in Early Innings Relative to Other
Software Components  
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Vendor Interest Aligns with Channel Checks and Customer Feedback
We then looked at the relative levels of interest over the last five years for each of the main
vendors we cover in the space. As we can see, Datadog results have trended up positively since
2019 (the time of its IPO), at parity with their highest levels over the last few years. Given the
company's pronounced lead on a product and platform perspective, this makes sense to us, and
Datadog relative interest vs. the other three vendors was significantly higher on a query share
basis. Dynatrace results looked promising as well (with its peak in 2019 also representative of
search interest at its IPO), particularly over the last year as the company has undergone
significant product improvements in an effort to more closely compete with Datadog on a
platform level.

Looking at Splunk, we can see relative interest has faded over the last five years, with the spike
in October of 2023 being associated with the company's expected takeout by Cisco in CY24.
From a product perspective, Splunk remains the incumbent in Logs with continued traction for
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its solution, but continues to struggle with landing in organizations with its broader
observability suite.

FIGURE 9. Splunk Search Interest Over Time
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We also looked at search interest for Elastic over the last five years, but have omitted the chart
due to inconsistent data. Interest spiked dramatically in 2021 and 2022 before falling to nearly 0
in 2023, which is not supported in our view, as we are inclined to believe interest would be
higher in 2023 as a result of the company's refocused efforts on hybrid and vector search,
though we note these products are still early in their life cycle. We do note that Elastic similarly
has had more difficulty in appealing to customers from a platform perspective, but as seen in
our VAR survey below, does have strong traction with both its Logs and Security product.
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FIGURE 10. How would you characterize y/y demand for monitoring
tools over the last 3 months?

FIGURE 11. How would you characterize impact of cloud optimization
from the prior question?
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Observability Survey: Datadog Platform Strength
Continues to Show, Cloud Vendors Lose Momentum
Our eighth observability survey interviewed 10 VARs that sell one or more infrastructure
monitoring (ITIM), log management, or application performance monitoring (APM) tools.
Overall demand for observability solutions was roughly flat vs. last quarter, most likely
attributable to lower cloud optimization headwinds in CYQ4, offset slightly by end of year
seasonality. In this environment, we saw Datadog extend its platform advantage amid less
interest in the cloud providers, while results were more mixed across the board. Splunk and
Elastic both saw positive results again for their log management solutions, with Elastic also
seeing a sequential improvement in its APM and CI/CD use cases. However, the company
continues to lag its more established peers from a platform perspective. Dynatrace, which saw
healthy results last quarter, saw a reversal in sentiment around its APM solution, though
platform results improved. We continue to ask vendors about the factors customers prioritized
most when making vendor decisions, and the top responses were again product, platform, and
features available, as well as ease of use and cost. Datadog continues to show strongly here,
while the cloud vendors received the most votes for the third quarter in a row. Lastly, we call out
the decrease in expected impact of optimizations for the coming quarter, which we view as
positive, though contrasts with overall demand expectations VARs have for the coming three
months.

In Quarter Demand Consistent vs. Q3, Though Optimizations Continue to Linger
Our first question (Figure 7) asks about y/y demand trends for monitoring tools in the December
quarter, with 90% of respondents pointing to increasing demand this quarter (vs. 100% in the
prior quarter). Results were fairly consistent vs. last period, with 30% of vendors indicating
upside of over 10% (vs. 33% in the prior quarter), and 60% indicating upside of 1-10%. We
additionally asked respondents about the impact of cloud optimization on monitoring tools
over the last three months (Figure 8). Interestingly, the impact of optimizations ticked back up
this quarter, as only 30% of respondents cited no impact (vs. 56% in the prior quarter). 60%
noted a minor impact (vs. 33% in the prior quarter), and 10% noted cloud optimization was
having a moderate or significant effect (same as the prior quarter). The worse results here
appear contrary to commentary from early hyperscaler results, making us more uncertain about
the pace of recovery for names in the space.
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FIGURE 12. Where do you expect y/y demand for monitoring tools to
trend over the next 3 months?

FIGURE 13. How would you characterize impact of cloud optimization
from the prior question?
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Easing Optimization Impact in Q1 Contrasts with Weaker Demand Outlook
We then asked about y/y demand expectations for the March-end quarter (Figure 9) with results
more mixed vs. last quarter's improvement. 30% of respondents expect positive trends (vs. 44%
in the prior quarter) compared to 20% of respondents pointing to declining demand trends (vs.
11% in the prior quarter), with the remainder expecting business to be flat. Similar to the prior
set of questions, we then asked about the impact of cloud optimization on go-forward demand.
Here, the impact of optimizations was notably improved vs. prior quarters, with 50% of
respondents indicating no impact (vs. 0% in the prior quarter), and the remaining 50% citing a
minor impact (vs. 44% in the prior quarter). No respondents indicated that cloud optimizations
would have a moderate or significant effect (vs. 56% in the prior quarter), which we view as in-
line with commentary from the hyperscalers. The discrepancy between more negative demand
yet more positive optimization results vs. the prior quarter is worth monitoring, but our initial
takeaway is that the slightly worse results in the current quarter could improve as optimizations
become less of an issue, provided the demand environment inflects higher.

In the next three questions, we asked VARs to rank the top 3 vendors across infrastructure,
application and log monitoring by customer interest and then applied a weighting to derive our
rankings.

Datadog Maintains Its Infrastructure Monitoring Lead, Hyperscaler Results Weaken
Again
Beginning with ITIM, we asked vendors in which solutions customers were currently showing
the most interest. For the first time in our survey, Datadog surpassed the cloud vendors (AWS,
Azure, GCP, etc.) in interest, with 32% of respondents selecting the company, vs. 18% for the
cloud vendors (was 30% in Q3). New Relic also overtook the cloud vendors, with its interest
level remaining flat at 20%. Looking at the number of responses with no weighting applied,
Datadog received five first-place rankings and seven in the top-three. The cloud vendors
received one first place ranking, and seven in the top-three as well. Dynatrace saw an
improvement in interest q/q, while Elastic saw no interest for the third straight quarter. Grafana
again made an appearance, while Splunk also inflected higher for the second quarter in a row.
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FIGURE 14. Which infrastructure monitoring solutions are customers showing the most interest in? 
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New Relic, Sumo Logic, Grafana Labs, Observe not covered. 
Source: Barclays Research

Splunk Remains Incumbent Despite Takeover, Datadog and Elastic Interest Remains
High
Turning to log management, Splunk maintained its spot as the most preferred log management
solution with 35% interest, and saw four first-place rankings and nine in the top-three. Datadog
again saw q/q gains, and is handily the second most preferred solution with four first place
votes. Much of this improvement could be driven by the company's new logging product (Flex
Logs), which has been GA for ~6 months now, and has been touted as an improvement over
Logging Without Limits (noted in our recent Cloud Optimzation Expert Call- see U.S. Software:
Takeaways From Cloud Optimization Expert Call, 01/22/24). Interest in the hyperscaler solutions
declined to 5% this quarter, (vs. 11% last quarter and 20% two quarters ago) while Elastic
moved to the third most popular solution and maintained interest of ~19%. We highlight
Dynatrace still has yet to receive notable interest as the company continues to build out its log
management solution, as noted in our takeaways from its Perform conference last week (see
Dynatrace, Inc.: Customer Conference Highlights Exciting Opportunities, 02/02/2024).
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FIGURE 15. Which log management solutions are customers showing the most interest in? 
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FIGURE 16. Which application monitoring solutions are customers showing the most interest in?
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Strong Datadog and New Relic Interest Comes at the Expense of Dynatrace
Customer preferences for APM solutions showed the cloud vendors momentum reverse again
vs. the prior quarter, while New Relic continues to lead the pack. New Relic had five first place
votes and seven in the top three, equating to 30% interest, while the cloud vendors had one first
place vote and three overall for 13% interest. Interest in Datadog jumped to 27% this quarter vs.
16% last, and Elastic improved compared to the prior quarter as well. Interestingly, Dynatrace
declined from 16% last quarter to 5% this quarter.

Healthy Dynatrace Platform Interest Continues, Datadog Remains Far Ahead of Peers
For our next question, we asked VARs which vendors have the most integrated and
comprehensive full-stack monitoring (observability platform) solution today. Here, Datadog
maintained its platform advantage (32% vs. 37% in the prior quarter), with five first-place
rankings and eight in the top-three. Coming in second with 15% interest from customers was
Dynatrace and New Relic, which showed improvements and declines respectively in their level
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FIGURE 17. Which vendors do customers believe have the most integrated and comprehensive full-stack uniform monitoring (observability
platform) solution today?
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of interest. Cisco improved to third, this quarter, with Splunk moderately behind in fourth.
Elastic saw no responses for the third consecutive quarter.

Preferred Pricing Methods Continue to Fluctuate - Infrastructure Takes the Lead
We then inquired about pricing models now that most observability vendors continue to
migrate away from or offer additional pricing options other than ingestion-based pricing.
Infrastructure-based pricing improved to 50% (was preferred by 33% of respondents last
quarter). Interest in consumption-based decreased to 20% (vs. 33% in the prior quarter) and
interest in indexed-based pricing was roughly flat at 30% ( was 33% last quarter).

FIGURE 18. What pricing model is best suited to your needs?
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Source: Barclays Research

Splunk and the Hyperscalers Remain Ahead of the Pack, Elastic Interest Declines This
Quarter
After covering traditional monitoring, we expanded our focus to newer observability use cases
in the next two questions. Starting with security, we asked partners which traditional
monitoring vendor is seeing the most interest for observability capabilities for security use
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FIGURE 19. Which traditional monitoring vendor is seeing the most interest for adoption of observability capabilities for security use cases?
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cases. Splunk saw the largest improvement and maintained its first palce positioning with 37%
interest (vs. 24% in the prior quarter). The cloud vendors continued to show healthy positioning
as well, with 17% interest this quarter (vs. 20% last quarter). Elastic saw a fairly large sequential
decline with 8% interest (vs. 19% last quarter), while Cisco moved into third place with 12%
interest. We continue to see small levels of interest in Datadog and Dynatrace, as we note these
companies continue to build out their security offerings.

CI/CD Interest Continues to Fluctuate, Datadog Remains Consistent
We then turned to the next expansion vertical for observability and asked partners which
traditional monitoring vendor is seeing the most interest for adoption of observability
capabilities over CI/CD workflows. Elastic saw strong interest this quarter and jumped to 18%
vs. 9% last quarter. Both Datadog and New Relic maintained their levels of interest at 17% each.
CrowdStrike and Sumo Logic both fell dramatically from 15% interest to 0%, while IBM
maintained solid interest at 12%. The cloud vendors saw interest again (7%) after a few quarters
of no interest, and Grafana saw the greatest increase q/q (10% level of interest, was 0% last
quarter).
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FIGURE 20. Which traditional monitoring vendor is seeing the most interest for adoption of observability capabilities over CI/CD workflows?
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FIGURE 21. What key factors are the most important and critical when choosing an observability solution to onboard and/or expand on?
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Products, Cost, and Ease of Use Lead the Way Again in Most Important Factors
To get a different perspective other than a product-focused viewpoint, we asked respondents to
rank the most important and critical factors for their observability solution (from 1 to 10) and
weighted the responses. About 15% of our VARs indicated the current platform, products and
features were the most important, tied with ease of use and overall cost also at 15%.
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Trend Spotter and Investor Conversation Takeaways:
DDOG Shows Resiliency, While Holiday Seasonality
Weighs on Traffic Data
Two weeks ago, we published our quarterly Trend Spotter report (see "U.S. Software: Raimo's
Trend Spotter - 20th Edition of Tracking Web Traffic in Software", 01/23/24) and view the data as
complementary to the VAR survey data above, in addition to our Q4 preview (see "U.S. Software:
The Q4 Earnings Guide", 01/23/24). Looking at the data points from our VAR survey in
conjunction with Trend Spotter, we are most bullish on DDOG with the data supporting its
growing platform vendor moat and improving trends vs. last quarter, although total visits and
unique visits appear to have leveled off slightly. The data is more mixed for Splunk, Elastic, and
Dynatrace across both surveys.

Investor Sentiment Mixed Across the Space, Looming Questions Around Datadog Serve
as Near-Term Catalysts
• Datadog: Investors seem to be relatively positive on Datadog this quarter on the back of last

quarter's strong performance, as well as positive commentary from both the company and
hyperscalers around the lessening impact of optimizations. A return to higher beat levels
(+4.5% vs. prior four quarter average of +3.7%) and greater y/y sequential revenue added was
viewed positively by investors, and the buy side appears to be expecting similar results in Q4
with an easy setup. However, there has been some uncertainty around the FY guide, as well as
the analyst day that is two days following earnings. On FY24 guidance, we think investors are
looking for the company to guide close to the Q4 exit rate, as, walking numbers up from this
level would get DDOG close to ~30% y/y growth in FY24. However, we believe management
will lean more cautious, particularly with their being lingering uncertainty around new
workloads, as called out by the hyperscalers. Additionally, the closely followed analyst day
could factor into near term performance, particularly if the company gives long term targets
on both the top and bottom line. However, as seen in our data points above and below, DDOG
appears to be faring better than most still, which adds to our confidence in a recovery for
FY24.

• Dynatrace: Conversations have been more mixed, as the company is reporting its FYQ3 and
we won't get any commentary around FY25 guidance until next quarter. As a result, with the
company having hosted its annual customer conference last week, investors have primarily
focused on the company's product road map, as well as the likelihood of the company
meeting long term targets around its Security and Logs businesses (>$100mn ARR by the end
of FY25). Expectations look fair for the print, and investors are looking for a similar beat to
last quarter, while expecting less on an impact from FX. The company is expected to ramp
sales capacity and other investments in the back half of this year, and as such we expect
there to be some discussion around margins should these continue to beat sell-side
estimates by a large margin.

• Elastic: Investors continue to dig more deeply into the vector database space and the
company's positioning and differentiation vs. pure vector database startups. Following last
quarter's strong performance and the subsequent run the stock has had, investors are
increasingly positive on the name with cloud expected to accelerate further, though
questions remain in the short-medium term around the impact AI is truly having on the
business.

Trend Spotter Takeaways
Elastic offers its technology as a fully managed service named Elastic Cloud. Splunk and
Dynatrace both offer cloud native software as part of their respective observability suites.
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FIGURE 22. Elastic, Splunk, and Dynatrace Cloud - Total Visits FIGURE 23. Elastic, Splunk, and Dynatrace Cloud - Monthly Unique
Visitors
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• Overall results for vendors were mixed, with all vendors seeing negative sequential visitors,
but positive total visits y/y. More specifically, Elastic was down -12% q/q (vs. up +5% in Q3),
Splunk was down -26% q/q (vs. up +16% in Q3). Finally, Dynatrace saw a decrease of -8% q/q
(vs. up 20% in Q3). On a y/y basis, Elastic was up +3% (vs. -14% in Q3), Splunk was down -1%
(vs. +19% in Q3), and Dynatrace was up +17% (vs. +34% in Q3). Their q/q data could be
influenced by seasonality but we do not have enough data yet to make a complete judgment.

• On unique visitor traffic, the story is similar. Elastic was down -15% q/q (vs. +6% in Q3) and
Splunk down -22% q/q (vs. +5% in Q3). With Dynatrace, unique visitors were down -9% (vs.
-6% in Q3). On a y/y basis, results were similar, with Elastic down -6% (vs. -11% in Q3), Splunk
up +8% (vs. +29% in Q3), and Dynatrace down -6% (vs. +1% in Q3).

Datadog Cloud
Datadog's cloud login page has far more traffic than the other three observability names we
track and hence we track it separately from the other vendors.

• Similar to the other observability vendors we track, total and unique visitors were both down
q/q and y/y.

• Total visits declined -7% sequentially (vs. -1% in Q3) and +1% on a y/y basis (vs. +9% in Q3),
while unique visitors were down -11% q/q (vs. +1% in Q3) and -5% y/y (vs. +4% in Q3).
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FIGURE 24. Datadog Cloud Login Page - Total Visits     FIGURE 25. Datadog Cloud Login Page - Monthly Unique Visitors
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Publication
Date
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16-Feb-2023 82.47   95.00
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19-Apr-2022 131.11   190.00

10-Feb-2022 174.60   210.00

12-Jan-2022 146.33   190.00
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17-Sep-2021 139.11   180.00

05-Aug-2021 114.93   156.00

23-Jul-2021 111.23   125.00

09-Apr-2021 88.80   108.00

12-Feb-2021 112.86   135.00

On 05-Feb-2021, prior to any intra-day change that may have been
published, the rating for this security was Overweight, and the adjusted
price target was 115.00.

Source: Bloomberg, Barclays Research

*This is the closing price referenced in the publication, which may not be
the last available closing price at the time of publication.

Historical stock prices and price targets may have been adjusted for stock
splits and dividends.

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by Datadog, Inc..
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Datadog, Inc..
J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Datadog, Inc. and/or in any related
derivatives.

Valuation Methodology: Our PT of $138 is based on ~57x CY24 FCF of ~$868mn.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: The competitive environment continues to
evolve and may become tougher than expected with the observability, security, and CI/CD spaces increasingly coming together, which may pressure
LT growth prospects. Weaker execution and a slowdown in product innovation can also result in lower-than-expected growth prospects for the
company. A prolonged macro downtown could also impact Datadog, especially given its consumption-oriented model.
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Dynatrace, Inc. (DT / DT)
Stock Rating: EQUAL WEIGHT
Industry View: POSITIVE
Closing Price: USD 59.83 (29-Jan-2024)

Rating and Price Target Chart - USD (as of 29-Jan-2024)
Currency=USD
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Source: IDC, Barclays Research  

Link to Barclays Live for interactive charting

Publication
Date

Closing Price* Rating Adjusted Price
Target

02-Aug-2023 55.19   52.00

19-Jul-2023 54.57   55.00

17-May-2023 47.07   48.00

01-Feb-2023 44.54   41.00

10-Jan-2023 36.89 Equal Weight 39.00

02-Nov-2022 32.00   42.00

18-Oct-2022 34.48   45.00

03-Aug-2022 40.43   50.00

18-May-2022 33.12   45.00

02-Feb-2022 46.16   55.00

12-Jan-2022 54.54   65.00

17-Sep-2021 71.01   85.00

28-Jul-2021 62.22   75.00

23-Jul-2021 63.48   74.00

On 05-Feb-2021, prior to any intra-day change that may have been
published, the rating for this security was Overweight, and the adjusted
price target was 60.00.

Source: Bloomberg, Barclays Research

*This is the closing price referenced in the publication, which may not be
the last available closing price at the time of publication.

Historical stock prices and price targets may have been adjusted for stock
splits and dividends.

CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Dynatrace, Inc..

6 February 2024 22

Barclays | U.S. Software

https://live.barcap.com/go/NYF/chart/embedcurve.jsp?ticker=268150109&legend=Dynatrace, Inc.&shortlegend=DT&currency=USD&userId=shrinats&appName=ComposerEQCompany


J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Dynatrace, Inc. and/or in any related
derivatives.

Valuation Methodology: Our price target of $52 is based on an EV/CY25E FCF multiple of ~35x and our CY25E FCF estimate of $435.8mn.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Near-term macro headwinds and slower than
expected adoption of the company's platform may impact growth. Longer-term competitive headwinds from other observability competitors could
also hinder the company's ability to land and expand with APM and other use cases.

Elastic N.V. (ESTC / ESTC)
Stock Rating: EQUAL WEIGHT
Industry View: POSITIVE
Closing Price: USD 123.18 (29-Jan-2024)

Rating and Price Target Chart - USD (as of 29-Jan-2024)
Currency=USD

Closing Price Target Price Rating Change
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Link to Barclays Live for interactive charting
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Publication
Date

Closing Price* Rating Adjusted Price
Target

12-Jan-2024 112.29 Equal Weight 110.00

01-Dec-2023 80.36   100.00

01-Sep-2023 61.88   86.00

02-Jun-2023 72.29   83.00

15-Feb-2023 62.24   70.00

10-Jan-2023 50.50   62.00

01-Dec-2022 61.19   77.00

18-Nov-2022 59.48   80.00

18-Oct-2022 64.10   85.00

16-Aug-2022 84.94   105.00

20-Jul-2022 75.02   90.00

20-May-2022 58.90   80.00

12-Jan-2022 112.01   135.00

17-Sep-2021 159.99   200.00

26-Aug-2021 153.15   185.00

03-Jun-2021 129.84   180.00

25-Feb-2021 131.56   200.00

On 05-Feb-2021, prior to any intra-day change that may have been
published, the rating for this security was Overweight, and the adjusted
price target was 175.00.

Source: Bloomberg, Barclays Research

*This is the closing price referenced in the publication, which may not be
the last available closing price at the time of publication.

Historical stock prices and price targets may have been adjusted for stock
splits and dividends.

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by Elastic N.V..
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Elastic N.V..
J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Elastic N.V. and/or in any related derivatives.

Valuation Methodology: Our price target of $110 is based on ~39.3x CY25E EV/sales and our revenue estimate of ~$224.2mn.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Elastic continues to expand into the observability
and security markets where it faces more intense competition, and if traction of these solutions slows, or if uptake of Elastic Cloud declines, it could
adversely impact revenue growth. Likewise, should AI revenue contribute faster than we anticipate, there could be greater upside to numbers then we
currently expect.
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Splunk Inc. (SPLK / SPLK)
Stock Rating: OVERWEIGHT
Industry View: POSITIVE
Closing Price: USD 153.64 (29-Jan-2024)

Rating and Price Target Chart - USD (as of 29-Jan-2024)
Currency=USD

Closing Price Target Price
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Publication
Date

Closing Price* Rating Adjusted Price
Target

24-Aug-2023 99.93   134.00

25-May-2023 95.70   130.00

15-Feb-2023 106.58   122.00

01-Dec-2022 91.49   110.00

18-Nov-2022 78.25   100.00

18-Oct-2022 74.04   105.00

16-Aug-2022 114.84   140.00

26-May-2022 102.00   125.00

20-May-2022 97.70   135.00

03-Mar-2022 121.83   157.00

12-Jan-2022 118.32   160.00

26-Aug-2021 152.89   184.00

03-Jun-2021 111.98   170.00

04-Mar-2021 139.47   206.00

On 05-Feb-2021, prior to any intra-day change that may have been
published, the rating for this security was Overweight, and the adjusted
price target was 220.00.

Source: Bloomberg, Barclays Research

*This is the closing price referenced in the publication, which may not be
the last available closing price at the time of publication.

Historical stock prices and price targets may have been adjusted for stock
splits and dividends.

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by Splunk Inc..
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CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Splunk Inc..
FA: Barclays Bank PLC and/or an affiliate beneficially owns 1% or more of a class of equity securities of Splunk Inc., as calculated in accordance with
US regulations.
J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Splunk Inc. and/or in any related derivatives.

Valuation Methodology: Our PT of $134 is based on EV/FCF multiple of ~22x on CY24 FCF estimate of ~$1,139mn.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Increasing competition from logging and end-to-
end observability platforms could impact traction of Splunk's solution and cause slower growth than expected. Additionally, weaker economic
conditions could lead to customers delaying or cutting software investments, which would be a risk to our forecasts.
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communication should not rely on or act upon it. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority and is a member of the London Stock Exchange.

European Economic Area (“EEA”): This material is being distributed to any “Authorised User” located in a Restricted EEA Country by Barclays Bank
Ireland PLC. The Restricted EEA Countries are Austria, Bulgaria, Estonia, Finland, Hungary, Iceland, Liechtenstein, Lithuania, Luxembourg, Malta,
Portugal, Romania, Slovakia and Slovenia. For any other “Authorised User” located in a country of the European Economic Area, this material is being
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Molesworth Street, Dublin 2, Ireland. Barclays Bank PLC is not registered in France with the Autorité des marchés financiers or the Autorité de contrôle
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Research Services. The Restricted EEA Countries will be amended if required.

Finland: Notwithstanding Finland’s status as a Restricted EEA Country, Research Services may also be provided by Barclays Bank PLC where permitted
by the terms of its cross-border license.

Americas: The Investment Bank of Barclays Bank PLC undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital
Inc., a FINRA and SIPC member. Barclays Capital Inc., a U.S. registered broker/dealer, is distributing this material in the United States and, in
connection therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security discussed herein should do
so only by contacting a representative of Barclays Capital Inc. in the U.S. at 745 Seventh Avenue, New York, New York 10019.

Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local
regulations permit otherwise.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer, a Dealer Member of IIROC (www.iiroc.ca), and a
Member of the Canadian Investor Protection Fund (CIPF).

This material is distributed in Mexico by Barclays Bank Mexico, S.A. and/or Barclays Capital Casa de Bolsa, S.A. de C.V. This material is distributed in the
Cayman Islands and in the Bahamas by Barclays Capital Inc., which it is not licensed or registered to conduct and does not conduct business in, from or
within those jurisdictions and has not filed this material with any regulatory body in those jurisdictions.

Japan: This material is being distributed to institutional investors in Japan by Barclays Securities Japan Limited. Barclays Securities Japan Limited is a
joint-stock company incorporated in Japan with registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays
Bank PLC and a registered financial instruments firm regulated by the Financial Services Agency of Japan. Registered Number: Kanto Zaimukyokucho
(kinsho) No. 143.

Asia Pacific (excluding Japan): Barclays Bank PLC, Hong Kong Branch is distributing this material in Hong Kong as an authorised institution regulated
by the Hong Kong Monetary Authority. Registered Office: 41/F, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

All Indian securities-related research and other equity research produced by Barclays’ Investment Bank are distributed in India by Barclays Securities
(India) Private Limited (BSIPL). BSIPL is a company incorporated under the Companies Act, 1956 having CIN U67120MH2006PTC161063. BSIPL is
registered and regulated by the Securities and Exchange Board of India (SEBI) as a Research Analyst: INH000001519; Portfolio Manager INP000002585;
Stock Broker INZ000269539 (member of NSE and BSE); Depository Participant with the National Securities & Depositories Limited (NSDL): DP ID: IN-DP-
NSDL-299-2008; Investment Adviser: INA000000391. BSIPL is also registered as a Mutual Fund Advisor having AMFI ARN No. 53308.The registered office
of BSIPL is at 208, Ceejay House, Shivsagar Estate, Dr. A. Besant Road, Worli, Mumbai – 400 018, India. Telephone No: +91 22 67196363. Fax number: +91
22 67196399. Any other reports produced by Barclays’ Investment Bank are distributed in India by Barclays Bank PLC, India Branch, an associate of
BSIPL in India that is registered with Reserve Bank of India (RBI) as a Banking Company under the provisions of The Banking Regulation Act, 1949 (Regn
No BOM43) and registered with SEBI as Merchant Banker (Regn No INM000002129) and also as Banker to the Issue (Regn No INBI00000950). Barclays
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Trustees (India) Private Limited, registered with Registrar of Companies (CIN U93000MH2008PTC188438), are associates of BSIPL in India that are not
authorised to distribute any reports produced by Barclays’ Investment Bank.
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Singapore. For matters in connection with this material, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC, whose
registered address is 10 Marina Boulevard, #23-01 Marina Bay Financial Centre Tower 2, Singapore 018983.

This material, where distributed to persons in Australia, is produced or provided by Barclays Bank PLC.

This communication is directed at persons who are a “Wholesale Client” as defined by the Australian Corporations Act 2001.
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services provided to Australian Wholesale Clients, on the basis that BBPLC is authorised by the Prudential Regulation Authority of the United Kingdom
(PRA) and regulated by the Financial Conduct Authority (FCA) of the United Kingdom and the PRA under United Kingdom laws. The United Kingdom
has laws which differ from Australian laws. To the extent that this communication involves the provision of financial services by BBPLC to Australian
Wholesale Clients, BBPLC relies on the relevant exemption from the requirement to hold an AFSL. Accordingly, BBPLC does not hold an AFSL.

This communication may be distributed to you by either: (i) Barclays Bank PLC directly or (ii) Barrenjoey Markets Pty Limited (ACN 636 976 059,
“Barrenjoey”), the holder of Australian Financial Services Licence (AFSL) 521800, a non-affiliated third party distributor, where clearly identified to you
by Barrenjoey. Barrenjoey is not an agent of Barclays Bank PLC.

This material, where distributed in New Zealand, is produced or provided by Barclays Bank PLC. Barclays Bank PLC is not registered, filed with or
approved by any New Zealand regulatory authority. This material is not provided under or in accordance with the Financial Markets Conduct Act of
2013 (“FMCA”), and is not a disclosure document or “financial advice” under the FMCA. This material is distributed to you by either: (i) Barclays Bank
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Barrenjoey is not an agent of Barclays Bank PLC. This material may only be distributed to “wholesale investors” that meet the “investment business”,
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Middle East: Nothing herein should be considered investment advice as defined in the Israeli Regulation of Investment Advisory, Investment Marketing
and Portfolio Management Law, 1995 (“Advisory Law”). This document is being made to eligible clients (as defined under the Advisory Law) only.
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Barclays Israeli branch previously held an investment marketing license with the Israel Securities Authority but it cancelled such license on 30/11/2014
as it solely provides its services to eligible clients pursuant to available exemptions under the Advisory Law, therefore a license with the Israel
Securities Authority is not required. Accordingly, Barclays does not maintain an insurance coverage pursuant to the Advisory Law.

This material is distributed in the United Arab Emirates (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC. Barclays
Bank PLC in the Dubai International Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal
place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates.
Barclays Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related
financial products or services are only available to Professional Clients, as defined by the Dubai Financial Services Authority. Barclays Bank PLC in the
UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank incorporated outside
the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No. 6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai City) and Abu Dhabi
(Licence No.: 13/952/2008, Registered Office: Al Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi). This material does not constitute or form part
of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any securities or investment products in the UAE (including the
Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made available on the
basis that the recipient acknowledges and understands that the entities and securities to which it may relate have not been approved, licensed by or
registered with the UAE Central Bank, the Dubai Financial Services Authority or any other relevant licensing authority or governmental agency in the
UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai Financial Services Authority. Barclays Bank PLC in
the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays Bank PLC-QFC
Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: Qatar
Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or services are
only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.

Russia: This material is not intended for investors who are not Qualified Investors according to the laws of the Russian Federation as it might contain
information about or description of the features of financial instruments not admitted for public offering and/or circulation in the Russian Federation
and thus not eligible for non-Qualified Investors. If you are not a Qualified Investor according to the laws of the Russian Federation, please dispose of
any copy of this material in your possession.

Environmental, Social, and Governance (‘ESG’) Related Research: There is currently no globally accepted framework or definition (legal, regulatory
or otherwise) of, nor market consensus as to what constitutes, an ‘ESG’, ‘green’, ‘sustainable’, ‘climate-friendly’ or an equivalent company, investment,
strategy or consideration or what precise attributes are required to be eligible to be categorised by such terms. This means there are different ways to
evaluate a company or an investment and so different values may be placed on certain ESG credentials as well as adverse ESG-related impacts of
companies and ESG controversies. The evolving nature of ESG considerations, models and methodologies means it can be challenging to definitively
and universally classify a company or investment under an ESG label and there may be areas where such companies and investments could improve or
where adverse ESG-related impacts or ESG controversies exist. The evolving nature of sustainable finance related regulations and the development of
jurisdiction-specific regulatory criteria also means that there is likely to be a degree of divergence as to the interpretation of such terms in the market.
We expect industry guidance, market practice, and regulations in this field to continue to evolve. Any references to ‘sustainable’, ‘sustainability’, ‘green’,
‘social’, ‘ESG’, ‘ESG considerations’, ‘ESG factors’, ‘ESG issues’ or other similar or related terms in this document are as used in our public disclosures
and not to any jurisdiction-specific regulatory definition or other interpretation of these terms unless specified otherwise.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax
advice. Please be advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used,
and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the promotion or marketing of the
transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent tax
advisor.

© Copyright Barclays Bank PLC (2024). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the
prior written permission of Barclays. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP.
Additional information regarding this publication will be furnished upon request.
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