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Investment Thesis

Heightened risk of data breaches and software errors expose Adobe to such
cybersecurity risk as evidenced by historic examples such as the 2013 data
leak

the synergy gains Adobe could reap if they merge with this web-first
collaborative design platform

Figma M&A
uncertainty

Low customer
satisfaction

Potential decrease in customer retention rate leading to reduced revenue and
brand reputation. Adobe is uniquely exposed to such risk given their
subscription-based business model

1 Risk of $20 bn Figma deal being rejected by government agencies, excluding

Improve their user experience while bringing down operating costs. In addition,
customer behavior insights can be attained

Piracy concerns
¥ Al development

Reduced idiosyncratic risk due to their wide range of offerings and Adobe
can also safeguard customer loyalty through their tight product integration

Diversified
product portfolio

Growth prospects
digital marketing

Adobe well positioned to capitalize on the general trend towards digital
marketing with a projected yoy growth rate of 17.6%
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Company Overview-Business Model

Business Model: based on subscriptions and selling software licenses and for

its various products and services.

*Founded in 1982 and is headquartered in San Jose, California, USA
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Business segments

Creative cloud

¢ Adobe's Creative Cloud
segment provides a suite of
products and services that
allow creative professionals to
design and create digital
content, including images,
videos, and websites. The
products include Photoshop,
Illustrator, InDesign, and
Premiere Pro, among others.

¢ CEO Shantanu Narayen (since 2007)

 Executive Vice President and CFO John Murphy
 Chief Marketing Officer Ann Lewnes,
* Executive Vice President and General Counsel Dana Rao

Document cloud

¢ Adobe's Document Cloud
segment provides a suite of
products and services that
enable users to create, edit,
sign, and manage electronic
documents. The products
include Acrobat DC, Adobe
Sign, and Adobe Scan,
among others.

Experience cloud

¢ Adobe's Experience Cloud
segment provides a suite of
products and services that
enable enterprises to deliver
personalized digital
experiences to their
customers. The products
include Adobe Experience
Manager, Adobe Analytics,
and Adobe Campaign,
among others.

Adobe leadership recognition
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Source: Industry analyst reports as of December 2021
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Business Strategy

O/\ Digital Media

O 2 Digital Experience

O 8 Publishing and Advertising

©2021 Adobe. All Rights Reserved. Adobe Confidential

Creative cloud: Al powered

Document Cloud: includes product-led growth, improving
PDF experience, expanding task-based actions and integrating

Adobe Acrobat Sign

Strategic partnerships with Microsoft, Workday,
ServiceNow, and Notarize will be used to drive
enterprise business

Data insights and audiences
Content and commerce
Customer journeys

Marketing workflows

Serving markets : eLearning solutions, technical

document publishing, web conferencing, document and
forms platform, web application development, and

high-end printing

Revenue in legacy Publishing products and services:

generated through technology licensing to OEMs.
Revenue in Advertising: generated through usage
offerings.

-based



Financials

Balance sheet

Trend

Other Non-Current Assets:
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Q1 FY2023 Results

Efficiency

Total Revenue $4.66 billion 9% Y/Y growth 13% V/Y growtht ‘ GSRE%:GIN gﬂ-:’émm NZESA%L i M1AZ%
Ty N I e WM oW ol o
Digital Experience segment revenue $1.18 billion 11% Y/Y growth 14% Y/Y growth! Az:ze’m o “:Z‘;‘Tm N “::ze’az% N “::ie:“% o
Digital Experience subscription revenue $1.04 billion 12% Y/Y growth ' 14% Y/Y growth! ‘ ° “
Earnings per share GAAP: $2.71 Non-GAAP: $3.80

33% 18% 23% 31%
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- Remaining Performance Obligations (RPO) exiting the quarter were $15.21 billion Awgm . Awgm — Awgm N szsm .
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Total addressable market

2023 Document Cloud TAM 2024 Document Cloud TAM
Document

}° ~$21B }Q ~$32B
Cloud

15% Creative ~$10B ~$88B ~$14B

Knowledge Workers Communicators Document Services & APIs
Cl ou d + High frequency & industry-specific use cases + Expanding use of PDF for business, - Document workflows and process automation
- Expanded reach with Acrobat verbs personal and education tasks + Acrobat and e-signature solutions & APIs
3 1% + E-signature for business users integrated in Acrobat  + Web & mobile use cases + Seamless integration with line of business apps
+ Sharing for commenting and review « Frictionless free-to-paid conversion + Market expansion driven by remote/hybrid

. Business & enterprise adoption and growth - Esignature for individuals integrated work and emerging market growth
in Acrobat

2023 Creative Cloud TAM 2024 Creative Cloud TAM

"'$41B @ ~$63B

Experience
Cloud
= Creative Cloucb4%m Experience Cloud = Document Cloud

~$25B ~$31B ~$78

Creative Professionals Communicators Consumers

+ Continued momentu in creative job growth - Explosive growth in creator economy + Addressing needs of photo and

+ Increasing value through collaboration - Content-first creation for range of use cases video enthusiasts

- Expanding reach with web-first creative solutions + Easy-to-use tools for non-pro creators + Web-based creative tools for range

Growing adoption of 3D&! - Expanding reach with web & mobile creative tools of use cases

~ 205 B . Growth in Adobe Stock adoption N i —— - Monetization of mobile offerings
marketers and small businesses - Creativity as a 21 century skill

Monetization of video collaboration with Frameio
2024 total addressable market

Creating & Expanding Delivering Innovating Scaling

leading categories customer base  technology platforms partner A 2023 Experience Cloud TAM 2024 Experience Cloud TAM

~$85B $110B
~
~$33B ~$49B ~$18B ~$10B
Data Insights & Audiences Content & Commerce Customer Journeys Marketing Workflow
« Single view of customer + Omni-channel content velocity - Real-time customer - Marketing System of Record

- First party data personalization - Integrated commerce services journey orchestration - Integrated marketing workflows

+ Omni-channel customer « Developer services - B2B,B2C, B2B2C - Agile marketing and creative
analytics - Web + mobile collaboration




Global operations

Revenue by Regions Geographic reach
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SWOT

KWide range of products
eParticularly creative cloud products are top of line in industry

eCan provide customers with portfolio of different software
packages in Photoshop, Video editing

eEconomies of scope
elarge customer base

eAround 90% of the world’s professionals who belong to
creative fields use Adobe Photoshop

eGlobal presence
eRated worlds best workplace for last 6 years

eAdobe generates revenue from Europe, the Americas, the
Middle East, Asia Pacific, Africa, and China

Cubscription based revenue model

-

eMergers and acquisitions

eHistory of successful M&As

eFigma X Adobe
eGrowth in digital marketing

eIndustry expected to grow 17.6% per year
eEmerging econoimes

eMicrosoft partnership

N

eMarket penetration in attractive regions such as India etc.

Opportunities

F.\ Adobe

Weaknesses

*High-priced software
«Particularly for the subscription-based software offerings
*Low quality cybersecurity
*Dates back to data breach in 2013 which affected 38 million
accounts
*Bad customer service
*Doesn’t act upon feedback as expressed by clients complaints
*Low customer reviews
*Unpredictable sales cycles

N

ePiracy concerns
eCustomers shifting to pirated software on internet
eRussia-Ukraine war

eAdobe has exited the Russian markets which comprised a sizable
part of revenues

eCompetition

eIntroduction of new technology, displacing Adobe’s
*M&A failure

eFigma X Adobe


https://www.adobe.com/about-adobe/fast-facts.html

Comparable benchmarking

\ETR G P/E D/E EV/EBITDA Operating | Beta
Cap margin

Adobe 170.37bn  35.77 29.04 24.00 33.86% 33.91% 1.31
SAP 159.33bn  84.95 21.49 25.49 2.56% 15.35% 1.00
Autodesk  42.48bn 52.32 232.84 36.91 82.55% 20.50% 1.53
Oracle 261.80bn  32.00 -69.84 18.90 -262.40%  29.16% 1.00
Intuit Inc.  119.98bn  62.44 48.46 35.52 12.38% 19.94% 1.18
Salesforce  198.37bn  944.62 25.5 35.43 0.36% 5.93% 1.24
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DCF valuation summary

Sensitivity tables

Summary table

_m Base case Best case Revenue growth
9%

WACC 11% 8.2%

Long-term 3% 4% 5% |

growth rate ...|||II|||"” LLLLLL

Equity Value 108bn 161bn 234.275bn m““”“““H““H“
Ay Y ||||||IIIII||||||”"|""

Shares 458 M 458 M 458 M s s s o s e we e aw e aw e o

outstanding

Equity value 227.8 344.84 510.21 Discount rate

per share

Current 347.68 347.68 347.68

share price

1250 USD
1000 USD
750 USD
ssssss
Last Price: 348.4 USD
mm Illllllll...m
4% 6% 8% 10% 12% 14% 16% 18% 20% 22%
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Conclusion

Entry/Exit strategy
* Take profit at $394.35

» Stop loss at $315.45

IADBE 453.33 MA(50,C,MA,0) X = MA(20,C,MA,0) X “
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[1] Adobe's Q1 2022 earnings report may have
influenced its stock price. Positive earnings and
revenue growth could have boosted investor
confidence and driven up the stock price, while
negative results could have had the opposite effect.
[2] Figma acquisition announcement, investors
perceived that Adobe overpaid at $400 million,
equating to 50 times revenue

[3] Launch of the new versions of Photoshop and
Acrobat boosted the price and in the wake of
generative Al models more attention is put on key
application providers of such technology



