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Deutsche Borse AG (Xetra: DB1) is one of the largest providers of market
infrastructure worldwide. The company covers the entire financial market
transaction process chain — indices and analytical solutions (pre-trading),
trading and clearing services and settlement, liquidity and collateral
management (post trading). It operated via four segments YE21A — Data &
Analytics €0.48bn (14% of revenue), Trading & Clearing €1.81bn (51%), Fund
Services €0.38bn (11%) and Security Service €0.835bn (24%). ESG related
income was 7% of net revs YE21A. The diversified segments provide resilience
to volatility in markets and also includes a number of high growth areas. DB1
is trading at premiums to our peer multiples but with lower efficiency metrics.

> Leading capital markets infrastructure provider;

> Net revs YE21A €3.51bn, outlook 10% rev, EBITDA and NI growth;
> Rev recurring 55%, rev transactional 45%;

> Cash & CE at €16.9bn as of 31 Mar 2022.

EUR (bn) MCAP EV RoA % RoE % NCO Levered FCF
2022 30.31 37.54 0.53% 17.69% 0.91 0.70
Multiples EV/ Revs P/S Fwd PE  BV/ Share P/B Current
2022 8.25 6.44 20.70 42.79 3.73 1.01
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Deutsche Borse (DB1) is a leading capital markets infrastructure provider
diversified across the entire capital markets value chain. Given its diversified
business model and multiple sources of revenue, we believe it is well
positioned to improve earnings in the medium and long term. However, it is
trading above peer multiples and scores less well on efficiency metrics vs.
peers.

Diversified market infrastructure business — DB1 has a broad offering covering
all areas of a market infrastructure provider’s value chain. The diversified nature
of the portfolio exposes DB1 to multiple growth opportunities and shields it to
some degree from market crashes and recessionary periods. However, DB1 is
less efficient than our peers on a per head metrics basis.

Strong financial growth: DB1 is targeting revenue, EBITDA and EPS CAGRs of
10% to 2023. Since 2019, DB1 has achieved an average 11% net revenue and
12% EBITDA growth p.a.. The performance driver is organic secular growth
markets and asset classes, which we expect to contribute 5pp (50%) to overall
net revenue growth to 2023, with the rest coming from M&A activities.

Cyclical growth as an additional driver: After a decade of low interest rates and
volatility, cyclical tailwinds are emerging from higher volatility in almost all asset
classes, resulting in increased trading opportunities and hedging needs for
clients. This trend was visible in commodities, equities, fixed income and FX
during 1Q22A. In total, cyclical net revenue growth was 11% 1Q22A. Overall
revenue growth could exceed DB1 management’s 2023 10% p.a. target.

Performing above expectations in 2022: The original guidance for 2022 was for
net revenue of ~€3.8bn and EBITDA of ~€2.2bn. Due to the stronger than
expected cyclical net revenue growth 1Q22A, DB1 increased guidance for
revenue to greater than €3.8bn and EBITDA to greater than €2.2bn YE22E
(May). Net revenue is currently running ~€100m higher than original consensus
estimates YE22E.

Higher interest rate expectations; Increased market volatility;
Opportunistic M&A. Deterioration in efficiency metrics; Missing
‘Compass 2023’ targets; Reduction in market trading volumes.
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Operational Strategy

DB1 is pursuing a medium-term growth strategy called Compass 2023. This strategy
comprises of organic growth initiatives as well as inorganic (M&A) targets. DB1 is
planning to strengthen existing high-growth segments whilst exploring opportunities
in new asset classes and services.

Deutsche Borse is aiming for overall net revenue growth of 10% p.a. average out to
2023. Both the secular initiatives and M&A targets are each intended to contribute
net revenue growth of around 5%. DB1 also expects to grow EBITDA and EPS by around
10% per annum on average.

EBITDA growth of 7% is expected from secular (organic) operations between YE19A
and YE23E, whilst M&A is likely to contribute 3% of EBITDA growth over the same
period (vs. 50% of net revenue growth). This suggests to us that DB1 is intent on
delivering opex efficiencies as well as net revenue growth.

Organic (secular and cyclical) growth: DB1’s organic growth strategy is comprised of
secular and cyclical opportunities.

Secular growth opportunities are those that are relatively immune to economic
cycles, e.g., relatively unaffected by interest rate rises. Secular opportunities are also
defined as having long term attractive growth potential.

We expect secular opportunities to arise from regulatory changes, new client
requirements, and trends such as growth in the proportion of AUM managed via
passive investment strategies (e.g., index funds). DB1 expects net revenue from
secular growth opportunities to increase by at least 5% to 2023.

Cyclical growth opportunities are driven by macroeconomic events and data such as
interest rate changes. The macro environment is not in DB1’s control, but the group is
prepared to take advantage of favourable macro tailwinds. Cyclical macro tailwinds
act as medium-term net revenue growth drivers.

Strategic acquisitions (M&A) growth: Inorganic growth via M&A accounts for 50% of
DB1’s estimates in its Compass 2023 project. DB1’s M&A opportunities include the
index and analytics business, ESG, commaodities, forex trading, fixed income trading
and investment fund services.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 30f10
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Note that organic EBITDA margins were 57% YE19A and are expected to rise to 61%
by YE23E, whereas overall EBITDA margins are likely to remain unchanged at around
57%. This suggests to us that Deutsche Borse is intent on pursuing a continuous stream
of acquisitions and that once acquired and integrated, DB1 is capable of improving
margins within its acquisitions.

Technological opportunities: Deutsche Borse plans to leverage long term
opportunities arising from technological transformations. DB1 has a particular interest
in the capabilities of distributed ledger technology (DLT) and public cloud solutions for
IT infrastructure operation. The exchange intends to develop a ‘one stop shop’ FX
exchange using a leading technology platform.

Trading and Clearing business opportunities: Futurization of OTC derivatives/swaps —
Deutsche Borse identifies the futurization of OTC derivatives / swaps as a major central
clearing market opportunity. The futurization of OTC swaps is a process in which
futures are used to mimic the risk allocation that OTC swaps currently offer to market
participants.

In simple terms the futurization of swaps refers to the process by which the OTC
interest rate derivatives markets are becoming more like exchange traded futures —
given the volume of swaps, this is a significant potential opportunity for an exchange
business such as Deutsche Borse.

Data and Analytics market opportunities: Deutsche Borse believes the blended
growth of the segment is around 5-10% p.a.. Deutsche Borse has an opportunity to
combine its index and analytics businesses to improve its penetration in the buy-side
market. The investment intelligence market (data and analytics) is dominated by
Factset, Refinitiv and Bloomberg. Most exchanges have tended to be resellers of data
to other platforms which are sold as services to buy-side firms.

Deutsche Borse appears to be intent on providing market intelligence direct to the
buy-side. It is difficult to see how Deutsche Borse will replicate Refinitiv, Factset or
Bloomberg without acquiring one of them, however there is an opportunity to
penetrate this market using an aggressive highly competitive price point.

Fund Services and Securities Services opportunities: DB1 can grow its custody
services business to become a truly global competitor. The exchange has stated that
it intends to pursue a partnership model to win new clients and broaden its services
offering to establish a leadership offering for its funds services business.
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Management Team

> CEO, Theodor Weimer.

Mr. Weimer was appointed as CEO, Deutsche Borse in November
2017. Prior to that, he has worked in senior leadership roles at
some of the world’s leading companies such as Bain & Co,
Goldman Sachs and UniCredit Bank. He studied economics,
business administration and geography in Tlbingen and St. Gallen
and was awarded his doctorate in mathematical organization

theory from the University of Bonn.

> CFO, Gregor Pottmeyer.

Mr. Pottmeyer was appointed CFO of Deutsche Borse in 2009.
Prior to Deutsche Borse, he was a member of the Executive Board
of Mercedes Benz Bank AG responsible for finance and risk
management. Before Mercedes, he was an Executive Board
member at DaimlerChrysler Bank AG. He holds a degree in
Business Administration from Saarland University.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 50f 10
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Risks

Competition risk — includes the risk that competitors, including other exchanges such
as Euronext, Singapore Exchange (SGX), ICE Futures Europe and Mercado Espafiol de
Futuros Financieros (MEFF), might increase their market shares on the European
trading markets. This could result in reduced profitability for Deutsche Borse.

Acquisition risk — Inorganic (M&A) growth remains a key part of Deutsche Borse’s
growth strategy. Overpaying for an acquisition, generally, destroys shareholder value.
Further, failure to successfully integrate acquisitions could adversely impact DB1’s
operations and again, lead to value destruction. The failure of cultural integration is
the single most common reason to cause value destruction in acquisition strategy.

Information Technology risk — As a global provider of financial infrastructure, attacks
on its IT systems and its data, particularly by cybercriminals, could lead to major
operational risks for the group. Unauthorized access and loss of information, as well
as non-availability of information and services, may result in major losses for the

group.

System risk - Deutsche Borse operations are highly dependent on the smooth
functioning of certain systems. These systems have to run in order to ensure that
market participants can trade securities or derivatives at any time and without delay.
System failures that lead to a system outage can create large losses and liabilities.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority.
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Trading Multiples Valuation
Exhibit 1: Deutsche Borse peer group metrics

TTM Metrics / EBITDA

Market Tkr EVS(m) Revs$(m) FCF $(m) Staff GM% EBITDAM% EBITM%  FCFM%

Company Name $(m)

Deutsche Boerse XETR DB1 38,069 4,614 1,937 713 10,200 75.4% 42.0% 39.2% 15.5%
Intercontinental Xchg XNYS ICE 67,350 7,250 4,430 2,020 9,009 98.6% 61.1% 50.2% 27.9%
London Stock Xchg XLON LSEG 59,603 8,057 3,012 2,678 23,261 87.2% 37.4% 22.6% 33.2%
ASX XASX ASX 2,057 708 496 4,496 749 93.4% 70.0% 68.5% 634.6%
OTC Markets OoTCM OoTCM 640 92 40 34 82 98.0% 43.3% 41.4% 37.0%
Average 8,275 94.3% 52.9% 45.7% 183.2%
Median 4,879 95.7% 52.2% 45.8% 35.1%

Source: ACF Research Estimates; Companies reports; Thomson Reuters.

Exhibit 2: Deutsche Borse peer group multiples

TTM Metri MCAP
etrics / Market EVS$(m) EV/REVS EV/EBITDA EV / FCF EV/NI PER P/ sales P/ book

Company Name US$(m)

Deutsche Boerse XETR DB1 30,737 38,069 8.25 19.65x 53.40x 28.66x 22.51x 6.45x 3.74x
Intercontinental Xchg XNYS ICE 53,520 67,350 9.29x 15.20x 33.34x 16.55x 13.17x 5.89x 2.36x
London Stock Xchg XLON LSEG 51,259 59,603 7.40x 19.79x 22.26x 94.25x 78.61x 6.14x 1.81x
ASX XASX ASX 11,022 2,057 2.90x 4.15x 0.46x 6.17x 33.46x 16.21x 4.29x
OTC Markets OTCM OTCM 670 640 6.92x 16.00x 18.69x 20.98x 20.53x 6.72x 23.58x
Average 6.63x 13.78x 18.69x 34.49x 36.44x 8.74x 8.01x
Median 7.16x 15.60x 20.48x 18.76x 26.99x 6.43x 3.33x

Source: ACF Research Estimates; Companies reports; Thomson Reuters.

We exclude the subject company of this investment research note from the average
and median values in order to make the comparison with the rest of the peer group
as undistorted as possible. We also rely more on the median values as the median is
a statistically better indication of central tendency than the average.

DB1 is trading at a premium to the median multiples of its peers on most measures.
This suggests that DB1 is overvalued. DB1 has significantly lower unlevered FCF
margins than its peers and on a per head of staff basis also performs less well than
most of its peers in most cases, e.g., rev/per head $452k whereas the median for the
peer group is $805k. Similarly, EBTIDA/per head is running at $190k vs. median $488k.
If DB1 achieves its compass 2023 targets, it will still be significantly behind its peers
by these profitability and efficiency measures.

We assess that DB1 recognises these trading multiple relative valuation gaps, but we

are not yet convinced that it will be able to do enough over the next 24 months to
close these significant margins, efficiency and so multiples gaps.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 7 of 10
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Notes [Intentionally Blank]

Page 8 of 10 ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority.



INDEPENDENCE & DISTRIBUTION

ACF Equity Research Ltd is a provider of issuer-pays research with a clearly defined independent ethic. ACF produces
accurate, clear, focused research aimed at a professional investment audience. ACF has excellent distribution capabilities
and always aims to provide access without restriction to the widest professional audience. ACF offers a range of additional
services to support its clients.

DISCLAIMER

This communication is for informational purposes only. It is not intended as an offer or solicitation for the purchase or
sale of any financial instrument or as an official confirmation of any transaction. [The opinions expressed in this report
herein do not take into account individual investor circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this
report must make its own independent decisions regarding any securities or financial instruments mentioned herein.] ACF
Equity Research Ltd has based this document on information obtained from sources it believes to be reliable, but which it
has not independently verified. Neither ACF Equity Research Ltd. nor any of its directors, officers, employees or agents
shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research
report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from
the use of this research report. All market prices, data and other information are not warranted as to completeness or
accuracy and are subject to change without notice. [Past performance is not necessarily a guide to future performance
and no representation or warranty, express or implied, is made by ACF Equity Research Ltd. with respect to future
performance. Any recommendation or opinion contained in this research report may become outdated as a consequence
of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the
estimates and forecasts, assumptions and valuation methodology used herein.]

IMPORTANT DISCLOSURES FOR U.S. INVESTORS

This research report was prepared by ACF Equity Research Ltd., a company authorized to engage in securities activities in
the United Kingdom. ACF Equity Research Ltd. is not a registered broker-dealer in the United States and, therefore, is not
subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This
research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended. Any U.S. recipient of this
research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the
information provided in this research report should do so only through, a registered broker-dealer in the United States.
The analyst who prepared this research report is not registered or qualified with the Financial Industry Regulatory
Authority (“FINRA”) and may not be associated with a U.S. broker dealer and as such, would not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held
by a research analyst account.

[Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the
U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may
be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.]

LEGAL NOTICE

This report is for authorized use by the intended recipient(s) only. It may contain proprietary material, confidential
information and/or be subject to legal privilege. No part of the content of this research report may be copied, forwarded
or duplicated in any form or by any means without the prior consent of ACF Equity Research Ltd. and ACF Equity Research
Ltd. accepts no liability whatsoever for the actions of third parties in this respect.
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IMPORTANT ADDITIONAL DISCLOSURES FOR U.K. INVESTORS

The information in this report has been prepared by ACF Equity Research Ltd (ACF). The research is published for
information purposes only. It is not intended as an offer or solicitation for the purchase or sale of any securities or any
financial instruments.

ACF has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified. All market prices, data and other information are not warranted as to completeness or accuracy
and are subject to change without notice. Any comments or statements made herein do not necessarily reflect those of
ACF Equity Research Limited. The material should not be regarded by recipients as a substitute for the exercise of their
own judgment. Past performance does not guarantee future performance.

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors,
the overall profitability of ACF which may, from time to time, solicit business from any of the companies referred to in this
report. The analyst(s) responsible for covering securities in this report may not hold a position in any or related securities
in this report in ACF’s sector universe on in any other sector in which ACF carries out research. The company does not
hold any position in the securities mentioned in this report.

This research report and its contents are intended for professional investors and not for retail investors. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of
the dissemination of the investment research. ACF Equity Research Limited is authorised and regulated by the Financial
Conduct Authority. However the contents of this research report are produced as if ACF Equity Research Limited is
unregulated and consequently this report does not contain investment recommendations or ratings.

ACF, its directors, employees and agents accept no liability whatsoever for any loss or damage of any kind arising out of
the use of all or part of these materials. The information in this report is provided with the understanding that ACF is not
acting in a fiduciary capacity. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer
shall in no way constitute a waiver or limitation of any rights a person may have under such laws and/or regulations.
Copyright © 2018 ACF Equity Research all rights reserved. Additional information is available upon request.

Copyright 2018 ACF Equity Research Ltd. All rights reserved.



