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Datadog, Inc.
Thoughts following our vNDR with management
Our view: While macro uncertainty clouds ST visibility, after a day of
investor meetings, we remain bullish on the LT opportunity for Datadog to
profitably consolidate share in a growing observability market. Investor's
primary focus was on better trends in July and how conservative guidance
is, and while management noted it's too early to extrapolate July, guidance
assumes a healthy amount of conservatism based on slower trends in June.
Maintain our OP rating and $125 PT as we think DDOG remains on the
short-list of disruptive ideas investors want to own in a recovery.

Key points:
What to make of improving trends in July: This was the A-topic as
management noted that while they were pleased with improving customer
commit/usage trends in July vs June, the macro environment remains
"noisy" and "fuzzy". As such, they want to see the quarter play out before
assuming one month creates a trend. The good news is that management
sounded conservative in their guidance assumptions not embedding better
July trends in 2H/22 expectations but rather assuming ST trends remain
challenged. Regarding how this environment feels vs COVID, Q2/20 was
marked by an abrupt slowdown by many of their customers while the
Q2/22 slowdown was more gradual and primarily on larger customers
within consumer discretionary including e-commerce and food delivery.
That said, the company is coming off a quarter where they added a record
1.4K new logos (a reasonable amount self-serve) as management remains
bullish on their LT opportunity to profitably consolidate observability share.

How we think about 2H/22 conservatism: Management noted ARR can
be approximated by revenue * 34-36% * 12. With this math, the company
exited Q2/22 with ARR of ~$1,706M and ~$181M of net-new ARR (+23%
y/y) off a very difficult post-COVID comp. Q3/22 guidance implies net-new
ARR of ~$25M declining -84% y/y (note they did ~$37M of net-new in
Q2/20) while Q4/22 assumes net-new ARR of ~$109M, down -53% y/y.
Per guidance, the Q4/22 revenue exit growth rate is +34%, but using less
conservative net-new ARR assumptions (but still negative growth) could
point to a revenue exit rate in the mid-to-upper 40% with, in our view, the
potential to accelerate in CY/23.

Other tidbits: 1) non-committed revenue is 20-25% of the total (portions
of logs & APM) and while customers can become more efficient with logs
& APM, they can't go too low given how mission critical DDOG is; 2) some
customers' spend on observability is in the mid-to-high single digits as a
% of cloud spend, while others are higher as we remain bullish on being
tied to cloud spend; 3) their strong balance sheet and CF allows mgmt the
optionality to invest and take advantage vs. competitors that pull back on
spending; 4) regarding competition, it's not something management thinks
about directly, but rather how to delight customers with new features /
functionality; 5) mgmt remains bullish on infrastructure growth, APM and
logging are ~$750M in ARR and security continues to do very well.
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Key Statistics
Shares O/S (MM): 351.6
Dividend: 0.00

Market Cap (MM): 39,724
Yield: 0.0%
Avg. Daily Volume: 5,071,019

RBC Estimates
FY Dec 2020A 2021A 2022E 2023E
Revenue 603.5 1,028.8 1,619.2 2,186.0
EPS, Ops Diluted 0.22 0.49 0.78 1.11
P/E NM NM NM NM

Revenue Q1 Q2 Q3 Q4
2021 198.5A 233.5A 270.5A 326.2A
2022 363.0A 406.1A 412.0E 438.0E
2023 478.0E 518.0E 570.0E 620.0E
EPS, Ops Diluted
2021 0.06A 0.09A 0.13A 0.20A
2022 0.24A 0.24A 0.16E 0.13E
2023 0.25E 0.26E 0.29E 0.32E
All values in USD unless otherwise noted.
Priced as of prior trading day's market close, EST (unless otherwise noted).
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Ticker: DDOG
($M) unless noted Mar-20A Jun-20A Sep-20A Dec-20A Mar-21A Jun-21A Sep-21A Dec-21A Mar-22A Jun-22A Sep-22E Dec-22E Mar-23E Jun-23E Sep-23E Dec-23E 2020A 2021A 2022E 2023E

INCOME STATEMENT

Total revenue 131.2        140.0        154.7        177.5        198.5        233.5        270.5        326.2        363.0        406.1        412.0        438.0        478.0        518.0        570.0        620.0        603.5        1,028.8    1,619.2    2,186.0    

Total cost of revenue 26.0          28.2          33.1          39.9          45.5          55.3          60.5          64.2          71.3          78.0          90.6          96.4          105.2        114.0        125.4        136.4        127.3        225.5        336.3        480.9        

Gross income 105.2        111.8        121.5        137.6        153.0        178.3        210.0        262.0        291.7        328.1        321.4        341.6        372.8        404.0        444.6        483.6        476.2        803.2        1,282.9    1,705.1    

Research and development 35.0          38.3          45.8          53.5          61.4          71.0          83.9          93.3          102.6        121.6        130.0        135.0        131.5        134.7        151.1        161.2        172.5        309.7        489.2        578.4        

Sales and marketing 42.1          45.7          49.7          52.5          56.2          60.9          64.6          75.9          85.3          96.9          111.4        131.0        129.1        150.2        162.5        174.8        190.0        257.5        424.5        616.6        

General and administrative 12.0          12.5          12.1          13.5          15.9          15.5          17.4          22.1          20.2          25.0          27.0          32.0          28.8          30.5          31.8          35.9          50.3          71.0          104.2        127.0        

Operating expenses 89.2          96.5          107.7        119.5        133.5        147.4        165.9        191.4        208.1        243.5        268.4        298.0        289.3        315.4        345.3        372.0        412.8        638.2        1,017.9    1,321.9    

Operating income 16.1          15.3          13.8          18.1          19.6          30.9          44.0          70.6          83.7          84.7          53.0          43.6          83.5          88.7          99.3          111.6        63.4          165.1        264.9        383.1        

Other income 2.9            2.7            2.8            2.0            1.1            1.1            1.0            0.9            1.3            4.0            4.0            4.0            4.0            4.0            4.0            4.0            10.3          4.1            13.2          15.9          

Pretax income 19.0          18.0          16.6          20.1          20.7          31.9          45.0          71.5          85.0          88.6          56.9          47.6          87.5          92.7          103.3        115.6        73.6          169.1        278.1        399.0        

Taxes (0.2)           (0.5)           (0.6)           (1.0)           (0.5)           0.3            (0.7)           (1.4)           (1.1)           (4.9)           (1.5)           (1.5)           (1.5)           (1.5)           (1.5)           (1.5)           (2.3)           (2.3)           (9.0)           (6.0)           

Net income 18.8          17.5          16.0          19.1          20.2          32.2          44.3          70.2          83.8          83.8          55.4          46.1          86.0          91.2          101.8        114.1        71.3          166.8        269.2        393.0        

Earnings per share $0.06 $0.05 $0.05 $0.06 $0.06 $0.09 $0.13 $0.20 $0.24 $0.24 $0.16 $0.13 $0.25 $0.26 $0.29 $0.32 $0.22 $0.49 $0.78 $1.11

Diluted shares outstanding 327.8        330.8        333.0        334.5        342.3        342.3        344.5        345.9        345.7        344.9        346.9        348.9        350.9        352.9        354.9        356.9        331.5        343.7        346.6        353.9        
KEY METRICS

DSO 74              80              70              83              70              73              75              74              68              68              80              80              80              80              80              80              
Cash 794.7        1,465.8    1,494.8    1,517.5    1,547.9    1,410.2    1,467.1    1,554.4    1,671.0    1,703.5    1,721.3    1,802.0    1,902.6    1,969.1    2,068.9    2,224.9    1,517.5    1,554.4    1,802.0    2,224.9    
Deferred revenue 145.2        165.3        166.5        208.3        229.3        269.9        304.2        385.9        467.6        458.8        477.0        567.6        655.6        714.6        757.5        863.5        208.3        385.9        567.6        863.5        
Billings 137.9        160.1        155.9        219.4        219.5        274.2        304.8        407.9        444.8        397.3        430.2        528.6        566.0        577.0        612.9        726.0        673.3        1,206.4    1,800.9    2,481.9    
Cash flow from operations 24.3          24.7          36.3          23.8          51.7          51.7          67.4          115.8        147.4        73.0          49.7          113.3        131.7        97.7          131.7        188.6        109.1        286.5        383.4        549.7        

Cash flow per share $0.06 $0.05 $0.05 $0.06 $0.15 $0.15 $0.20 $0.33 $0.43 $0.21 $0.14 $0.32 $0.38 $0.28 $0.37 $0.53 $0.33 $0.83 $1.11 $1.55
Capital expenditures (1.5)           (1.4)           (1.4)           (1.1)           (1.0)           (3.2)           (3.3)           (2.4)           (9.5)           (6.0)           (6.0)           (7.0)           (6.0)           (6.0)           (6.0)           (7.0)           (5.4)           (10.0)         (28.5)         (25.0)         
Free cash flow 19.3          18.6          28.6          16.7          44.5          42.3          57.1          106.7        129.9        60.2          36.7          99.6          119.5        85.5          118.7        174.9        83.2          250.5        326.4        498.6        

Free cash flow per share $0.06 $0.05 $0.05 $0.06 $0.13 $0.12 $0.17 $0.31 $0.38 $0.17 $0.11 $0.29 $0.34 $0.24 $0.33 $0.49 $0.25 $0.73 $0.94 $1.41
PERCENT OF REVENUE

Gross margin 80.2% 79.9% 78.6% 77.5% 77.1% 76.3% 77.6% 80.3% 80.4% 80.8% 78.0% 78.0% 78.0% 78.0% 78.0% 78.0% 78.9% 78.1% 79.2% 78.0%
Research and development 26.6% 27.3% 29.6% 30.1% 30.9% 30.4% 31.0% 28.6% 28.3% 29.9% 31.6% 30.8% 27.5% 26.0% 26.5% 26.0% 28.6% 30.1% 30.2% 26.5%
Sales and marketing 32.1% 32.6% 32.1% 29.6% 28.3% 26.1% 23.9% 23.3% 23.5% 23.9% 27.0% 29.9% 27.0% 29.0% 28.5% 28.2% 31.5% 25.0% 26.2% 28.2%
General and administrative 9.2% 9.0% 7.9% 7.6% 8.0% 6.6% 6.4% 6.8% 5.6% 6.2% 6.6% 7.3% 6.0% 5.9% 5.6% 5.8% 8.3% 6.9% 6.4% 5.8%
Operating income 12.3% 11.0% 8.9% 10.2% 9.8% 13.2% 16.3% 21.6% 23.1% 20.8% 12.9% 10.0% 17.5% 17.1% 17.4% 18.0% 10.5% 16.0% 16.4% 17.5%
Taxes -1.0% -3.0% -3.6% -4.9% -2.6% 0.9% -1.6% -1.9% -1.3% -5.5% -2.6% -3.2% -1.7% -1.6% -1.5% -1.3% -3.2% -1.4% -3.2% -1.5%
Net income 14.3% 12.5% 10.3% 10.7% 10.1% 13.8% 16.4% 21.5% 23.1% 20.6% 13.5% 10.5% 18.0% 17.6% 17.9% 18.4% 11.8% 16.2% 16.6% 18.0%
GROWTH Y/Y

Total revenue 87.4% 68.2% 61.3% 56.2% 51.3% 66.8% 74.9% 83.7% 82.8% 73.9% 52.3% 34.3% 31.7% 27.5% 38.3% 41.6% 66.3% 70.5% 57.4% 35.0%
Gross income 104.9% 78.8% 66.7% 55.8% 45.4% 59.5% 72.8% 90.4% 90.6% 84.0% 53.1% 30.4% 27.8% 23.1% 38.3% 41.6% 73.1% 68.7% 59.7% 32.9%
Operating income - - - 159.9% 21.6% 101.2% 218.8% 289.7% 327.9% 174.3% 20.3% -38.2% -0.2% 4.7% 87.5% 155.8% - 160.5% 60.5% 44.6%
Net income - - 2200.4% 88.4% 7.3% 84.7% 176.9% 267.7% 316.1% 159.9% 25.2% -34.3% 2.5% 8.8% 83.6% 147.5% - 133.9% 61.3% 46.0%
Deferred revenue 62.1% 57.0% 36.7% 50.4% 57.9% 63.3% 82.8% 85.3% 104.0% 70.0% 56.8% 47.1% 40.2% 55.8% 58.8% 52.1% 50.4% 85.3% 47.1% 52.1%
Billings 55.1% 61.9% 38.6% 68.3% 59.2% 71.3% 95.6% 85.9% 102.6% 44.9% 41.1% 29.6% 27.3% 45.2% 42.5% 37.3% - 79.2% 49.3% 37.8%
GROWTH Q/Q

Total revenue 15.5% 6.7% 10.5% 14.8% 11.8% 17.6% 15.8% 20.6% 11.3% 11.9% 1.4% 6.3% 9.1% 8.4% 10.0% 8.8%
Gross income 19.1% 6.2% 8.7% 13.2% 11.2% 16.5% 17.8% 24.8% 11.4% 12.5% -2.1% 6.3% 9.1% 8.4% 10.0% 8.8%
Operating income 130.7% -4.6% -10.0% 31.2% 7.9% 57.8% 42.6% 60.4% 18.5% 1.2% -37.5% -17.6% 91.4% 6.2% 12.0% 12.4%
Net income 85.4% -7.1% -8.4% 19.3% 5.6% 59.9% 37.4% 58.5% 19.5% -0.1% -33.8% -16.8% 86.5% 6.0% 11.7% 12.1%
Deferred revenue 4.8% 13.8% 0.7% 25.1% 10.1% 17.7% 12.7% 26.8% 21.2% -1.9% 4.0% 19.0% 15.5% 9.0% 6.0% 14.0%
Billings 5.8% 16.1% -2.7% 40.7% 0.1% 24.9% 11.2% 33.8% 9.0% -10.7% 8.3% 22.9% 7.1% 1.9% 6.2% 18.5%

Source: Company Reports and RBC Capital Markets estimates Matt Hedberg | 612-313-1293 | matthew.hedberg@rbccm.com
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Datadog, Inc.

Key fundamental questions
Our view

What makes Datadog unique vs
peers?

The platform was built to break down the silos between development and
operations (DevOps). Though starting in infrastructure monitoring, the platform
is flexible enough to enable movement into natural adjacencies including APM,
Logging, UX Monitoring, NPM, security, real-time business intelligence and/or ITSM.

How quickly is the competitive
environment evolving?

Although many competing vendors started in a specific category, there is certainly
convergence taking place, as we believe the competitive landscape is rapidly
evolving and becoming increasingly competitive. That said, we believe the size of
the market is large (could be $35+ billion); we do not think it will be winner-take-
all, and we realize there are several legacy vendors that are particularly vulnerable
to share shift.

What does the expansion beyond
observability look like?

We think one of the key items to watch is the ability to cross- and up-sell, as we think
Datadog is well suited with early success from both Logging and APM. Last year,
Security Monitoring and Compliance monitoring were announced, as the company
has a vision of common tools across DevSecOps.

August 9, 2022 Matthew Hedberg (612) 313-1293; matthew.hedberg@rbccm.com     3



Datadog, Inc.

Key ESG questions
This section is intended to highlight key ESG discussion points relevant to this company, as well as our views on the outlook. Both the questions
we highlight and our responses will evolve over time as the dialogue between management, analysts and investors continues to advance. We
welcome any feedback on the topics.

Our view

What are the most material ESG
issues facing this company?

Data privacy and security: As the threat landscape continues to evolve and
increasingly sophisticated breaches come to light, adequate security controls at all
levels of the software life cycle have become necessary to continue to retain and
expand the customer base.

Energy consumption: While the software industry is not a particularly energy-
intensive industry, its biggest source of energy consumption comes from the data
centers, which account for ~1% of global electricity use.

Does the company integrate ESG
considerations into its strategy?

While Datadog does not have a publicly disclosed ESG program, it has undertaken
several initiatives over the years around diversity and inclusion including
partnerships with Tech Ladies, She+ Geeks Out, and Lesbians Who Tech.

What is diversity like at the board/
management level?

Management: 18% female, 82% male. Board of directors: 14% female, 86% male.

August 9, 2022 Matthew Hedberg (612) 313-1293; matthew.hedberg@rbccm.com     4



Datadog, Inc.

Target/Upside/Downside Scenarios
Datadog, Inc.
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Valuation
We calculate our base-case price target of $125 by applying a
20.7x multiple to our CY/23E revenue of $2,186M. Our target
multiple is above the expanded multiple of +40% growth
SaaS peers, in our view warranted by a large and expanding
TAM that leads to an attractive growth profile, as well as
the opportunity for upside to growth expectations driven by
maintained traction from the land-and-expand motion. Our
price target supports our Outperform rating.

Upside scenario
Our upside scenario of $163 is based on revenue growth 500
bps better each year vs. our base-case assumption. To reach
this level of growth, we believe there would need to be some
combination of higher cross-selling, better new customer
additions, and a stable to better macro environment. We
believe upside to revenue and margins could point to 25x
CY/23E EV/S, or a premium to peers.

Downside scenario
Our downside scenario of $60 is based on revenue growth 500
bps below each year vs. our base-case estimates. To reach this
level of growth, we believe there would need to be a fall-off
in tech spending, less success expanding into new customers,
and lower renewal and expansion rates. Additionally, with
a less attractive growth and margin profile, we believe the
stock could receive a lower multiple. We believe downside
to revenue and margins could point to 10x CY/23E EV/S, or a
discount to peers.

Investment summary
On a mission to break down the traditional DevOps silos:
Datadog was born in 2010 from a problem identified by its
two co-founders, one of whom sat on the development side
and the other on the operation side, and the realization that
their teams could not understand complex systems the same
way. The vision was to break down these silos and create an
SaaS-based, real-time data integration platform. Today, the
company has five complementary applications that leverage a
common platform including Infrastructure Monitoring, APM,
Logging, UX Monitoring, and NPM. We believe Datadog can
continue to add incremental applications such as security,
real-time business intelligence, and ITSM.

Potential growth catalysts
• The company has already seen strong adoption of Logging

and APM within its Infrastructure Monitoring base of
customers. Additional attach of these modules plus UX
Monitoring and NPM could provide upside to estimates.

• The potential introduction of additional modules including
security (SIEM), real-time business intelligence, and/or ITSM
could provide upside to estimates.

• Additional customer penetration at the high end of the
market.

Risks to rating and price target
• Operates in a market with competition from larger legacy

competitors and new entrants.
• Business is dependent on ability to land new customers and

retain and expand within the base.
• Will need to manage growth effectively to maintain

customer satisfaction.
• COVID-19 could impact company operations or customer

demand.
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Datadog, Inc.

Company description
Datadog is a monitoring and analytics platform for developers, IT operations teams, and business users in the cloud age. Its
SaaS platform integrates and automates infrastructure monitoring, application performance monitoring, and log management to
provide unified, real-time observability of customers’ entire technology stack. Datadog is used by organizations of all sizes and
across a wide range of industries to enable digital transformation and cloud migration, drive collaboration among development,
operations, and business teams, accelerate time to market for applications, reduce time to problem resolution, understand user
behavior, and track key business metrics.

Required disclosures
Conflicts disclosures
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors, including
total revenues of the member companies of RBC Capital Markets and its affiliates, a portion of which are or have been generated
by investment banking activities of the member companies of RBC Capital Markets and its affiliates.

With regard to the MAR investment recommendation requirements in relation to relevant securities, a member company of Royal
Bank of Canada, together with its affiliates, may have a net long or short financial interest in excess of 0.5% of the total issued
share capital of the entities mentioned in the investment recommendation. Information relating to this is available upon request
from your RBC investment advisor or institutional salesperson.

Please note that current conflicts disclosures may differ from those as of the publication date on, and as set forth in,
this report. To access current conflicts disclosures, clients should refer to https://www.rbccm.com/GLDisclosure/PublicWeb/
DisclosureLookup.aspx?entityId=1 or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza,
29th Floor, South Tower, Toronto, Ontario M5J 2W7.

RBC Capital Markets, LLC makes a market in the securities of Datadog, Inc..

Explanation of RBC Capital Markets Equity rating system
An analyst's 'sector' is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents solely the analyst's view of how that stock will perform over the next 12 months relative to the
analyst's sector average.
Ratings
Outperform (O): Expected to materially outperform sector average over 12 months.
Sector Perform (SP): Returns expected to be in line with sector average over 12 months.
Underperform (U): Returns expected to be materially below sector average over 12 months.
Restricted (R): RBC policy precludes certain types of communications, including an investment recommendation, when RBC is
acting as an advisor in certain merger or other strategic transactions and in certain other circumstances.
Not Rated (NR): The rating, price targets and estimates have been removed due to applicable legal, regulatory or policy constraints
which may include when RBC Capital Markets is acting in an advisory capacity involving the company.
As of March 31, 2020, RBC Capital Markets discontinued its Top Pick rating. Top Pick rated securities represented an analysts best
idea in the sector; expected to provide significant absolute returns over 12 months with a favorable risk-reward ratio. Top Pick
rated securities have been reassigned to our Outperform rated securities category, which are securities expected to materially
outperform sector average over 12 months.
Risk Rating
The Speculative risk rating reflects a security's lower level of financial or operating predictability, illiquid share trading volumes,
high balance sheet leverage, or limited operating history that result in a higher expectation of financial and/or stock price volatility.
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Datadog, Inc.

Distribution of ratings
For the purpose of ratings distributions, regulatory rules require member firms to assign ratings to one of three rating categories -
Buy, Hold/Neutral, or Sell - regardless of a firm's own rating categories. Although RBC Capital Markets' ratings of Outperform (O),
Sector Perform (SP), and Underperform (U) most closely correspond to Buy, Hold/Neutral and Sell, respectively, the meanings are
not the same because our ratings are determined on a relative basis.

Distribution of ratings

RBC Capital Markets, Equity Research

As of 30-Jun-2022

Investment Banking

Serv./Past 12 Mos.

Rating Count Percent  Count Percent

BUY [Outperform] 851 58.41  290 34.08

HOLD [Sector Perform] 560 38.44  169 30.18

SELL [Underperform] 46 3.16  6 13.04

Rating and price target history for: Datadog, Inc., DDOG US as of 08-Aug-2022 (in USD)
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Rtg:SP

Target: 55.00

03-Aug-2020
Rtg:SP

Target: 85.00

07-Aug-2020
Rtg:SP

Target: 80.00

06-Nov-2020
Rtg:SP

Target: 85.00

08-Feb-2021
Rtg:SP

Target: 110.00

12-Feb-2021
Rtg:SP

Target: 120.00

30-Apr-2021
Rtg:SP

Target: 105.00

07-May-2021
Rtg:SP

Target: 90.00

30-Jul-2021
Rtg:SP

Target: 110.00

05-Aug-2021
Rtg:SP

Target: 130.00

27-Oct-2021
Rtg:SP

Target: 154.00

01-Nov-2021
Rtg:SP

Target: 176.00

05-Nov-2021
Rtg:SP

Target: 191.00

19-Nov-2021
Rtg:O

Target: 235.00

07-Jan-2022
Rtg:O

Target: 210.00

10-Feb-2022
Rtg:O

Target: 225.00

02-May-2022
Rtg:O

Target: 167.00

25-Jul-2022
Rtg:O

Target: 115.00

04-Aug-2022
Rtg:O

Target: 125.00

Legend:
TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; R: Restricted; I: Initiation of Research Coverage; D: Discontinuation of Research Coverage;
NR: Not Rated; NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date
a security was removed from a recommended list; Rtg: Rating.

Created by: BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by RBC Wealth Management or one of its affiliates. RBC Wealth Management recommended lists include
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: Dividend Growth (RL 8), the Guided Portfolio: ADR (RL 10),
and the Guided Portfolio: All Cap Growth (RL 12). RBC Capital Markets recommended lists include the Strategy Focus List and
the Fundamental Equity Weightings (FEW) portfolios. The abbreviation 'RL On' means the date a security was placed on a
Recommended List. The abbreviation 'RL Off' means the date a security was removed from a Recommended List.

Equity valuation and risks
For valuation methods used to determine, and risks that may impede achievement of, price targets for covered companies, please
see the most recent company-specific research report at www.rbcinsightresearch.com or send a request to RBC Capital Markets
Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7.

Datadog, Inc.
Valuation
We calculate our base-case price target of $125 by applying a 20.7x multiple to our CY/23E revenue of $2,186M. Our target multiple
is above the expanded multiple of +40% growth SaaS peers, in our view warranted by a large and expanding TAM that leads to
an attractive growth profile, as well as the opportunity for upside to growth expectations driven by maintained traction from the
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land-and-expand motion. Our price target supports our Outperform rating.

Risks to rating and price target
• Operates in a market with competition from larger legacy competitors and new entrants.
• Business is dependent on ability to land new customers and retain and expand within the base.
• Will need to manage growth effectively to maintain customer satisfaction.
• COVID-19 could impact company operations or customer demand.

Conflicts policy
RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request.
To access our current policy, clients should refer to
https://www.rbccm.com/global/file-414164.pdf
or send a request to RBC Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South
Tower, Toronto, Ontario M5J 2W7. We reserve the right to amend or supplement this policy at any time.

Dissemination of research
RBC Capital Markets endeavors to make all reasonable efforts to provide research content simultaneously to all eligible clients,
having regard to local time zones in overseas jurisdictions. RBC Capital Markets provides eligible clients with access to Research
Reports on the Firm's proprietary INSIGHT website, via email and via third-party vendors. Please contact your investment advisor
or institutional salesperson for more information regarding RBC Capital Markets' research.
For a list of all recommendations on the company that were disseminated during the prior 12-month period, please click on the
following link: https://rbcnew.bluematrix.com/sellside/MAR.action
The 12 month history of SPARCs can be viewed at RBC Insight.

Analyst certification
All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of
the subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Third-party disclaimers
The Global Industry Classification Standard ("GICS”) was developed by and is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard & Poor's Financial Services
LLC (“S&P”) and is licensed for use by RBC. Neither MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications makes any express or implied
warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties
of originality, accuracy, completeness, merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing,
in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any liability for any direct, indirect, special,
punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.

RBC Capital Markets disclaims all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any statements made to the media
or via social media that are in turn quoted in this report, or otherwise reproduced graphically for informational purposes.

Disclaimer
RBC Capital Markets is the business name used by certain branches and subsidiaries of the Royal Bank of Canada, including RBC Dominion Securities Inc., RBC
Capital Markets, LLC, RBC Europe Limited, RBC Capital Markets (Europe) GmbH, Royal Bank of Canada, Hong Kong Branch, Royal Bank of Canada, Singapore Branch
and Royal Bank of Canada, Sydney Branch. The information contained in this report has been compiled by RBC Capital Markets from sources believed to be reliable,
but no representation or warranty, express or implied, is made by Royal Bank of Canada, RBC Capital Markets, its affiliates or any other person as to its accuracy,
completeness or correctness. All opinions and estimates contained in this report constitute RBC Capital Markets'' judgement as of the date of this report, are
subject to change without notice and are provided in good faith but without legal responsibility. Nothing in this report constitutes legal, accounting or tax advice or
individually tailored investment advice. This material is prepared for general circulation to clients and has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. The investments or services contained in this report may not be suitable for you and it is recommended
that you consult an independent investment advisor if you are in doubt about the suitability of such investments or services. This report is not an offer to sell or
a solicitation of an offer to buy any securities. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original
capital may occur. RBC Capital Markets research analyst compensation is based in part on the overall profitability of RBC Capital Markets, which includes profits
attributable to investment banking revenues. Every province in Canada, state in the U.S., and most countries throughout the world have their own laws regulating
the types of securities and other investment products which may be offered to their residents, as well as the process for doing so. As a result, the securities
discussed in this report may not be eligible for sale in some jurisdictions. RBC Capital Markets may be restricted from publishing research reports, from time to
time, due to regulatory restrictions and/ or internal compliance policies. If this is the case, the latest published research reports available to clients may not reflect
recent material changes in the applicable industry and/or applicable subject companies. RBC Capital Markets research reports are current only as of the date set
forth on the research reports. This report is not, and under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any
jurisdiction by any person or company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. To the full extent
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permitted by law neither RBC Capital Markets nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct, indirect or consequential
loss arising from, or in connection with, any use of this report or the information contained herein. No matter contained in this document may be reproduced or
copied by any means without the prior written consent of RBC Capital Markets in each instance.

Additional information is available on request.
To U.S. Residents:
This publication has been approved by RBC Capital Markets, LLC (member FINRA, NYSE, SIPC), which is a U.S. registered broker-dealer and which accepts
responsibility for this report and its dissemination in the United States. Any U.S. recipient of this report that is not a registered broker-dealer or a bank acting in
a broker or dealer capacity and that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report, should
contact and place orders with RBC Capital Markets, LLC.
To Canadian Residents:
This publication has been approved by RBC Dominion Securities Inc.(member IIROC). Any Canadian recipient of this report that is not a Designated Institution in
Ontario, an Accredited Investor in British Columbia or Alberta or a Sophisticated Purchaser in Quebec (or similar permitted purchaser in any other province) and
that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report should contact and place orders with RBC
Dominion Securities Inc., which, without in any way limiting the foregoing, accepts responsibility for this report and its dissemination in Canada.
To U.K. Residents:
This publication has been approved by RBC Europe Limited ('RBCEL') which is authorized by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority ('FCA') and the Prudential Regulation Authority, in connection with its distribution in the United Kingdom. This material is not for general
distribution in the United Kingdom to retail clients, as defined under the rules of the FCA. RBCEL accepts responsibility for this report and its dissemination in
the United Kingdom.
To EEA Residents:
This material is distributed in the EU by either RBCEL on an authorised cross-border basis, or by RBC Capital Markets (Europe) GmbH (RBC EG) which is authorised
and regulated in Germany by the Bundesanstalt für Finanzdienstleistungsaufsicht (German Federal Financial Supervisory Authority) (BaFin).
To Persons Receiving This Advice in Australia:
This material has been distributed in Australia by Royal Bank of Canada, Sydney Branch (ABN 86 076 940 880, AFSL No. 246521). This material has been prepared for
general circulation and does not take into account the objectives, financial situation or needs of any recipient. Accordingly, any recipient should, before acting on
this material, consider the appropriateness of this material having regard to their objectives, financial situation and needs. If this material relates to the acquisition
or possible acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure document prepared in respect of that product
and consider that document before making any decision about whether to acquire the product. This research report is not for retail investors as defined in section
761G of the Corporations Act.
To Hong Kong Residents:
This publication is distributed in Hong Kong by Royal Bank of Canada, Hong Kong Branch, which is regulated by the Hong Kong Monetary Authority and the
Securities and Futures Commission (SFC) in Hong Kong, RBC Investment Services (Asia) Limited and RBC Global Asset Management (Asia) Limited, both entities
are regulated by the SFC. This material is not for general distribution in Hong Kong to persons who are not professional investors (as defined in the Securities and
Futures Ordinance of Hong Kong (Cap. 571) and any rules made thereunder.
To Singapore Residents:
This publication is distributed in Singapore by the Royal Bank of Canada, Singapore Branch, a registered entity licensed by the Monetary Authority of Singapore.
This material has been prepared for general circulation and does not take into account the objectives, financial situation, or needs of any recipient. You are advised
to seek independent advice from a financial adviser before purchasing any product. If you do not obtain independent advice, you should consider whether the
product is suitable for you. Past performance is not indicative of future performance. If you have any questions related to this publication, please contact the Royal
Bank of Canada, Singapore Branch. Royal Bank of Canada, Singapore Branch accepts responsibility for this report and its dissemination in Singapore.
To Japanese Residents:
Unless otherwise exempted by Japanese law, this publication is distributed in Japan by or through RBC Capital Markets (Japan) Ltd. which is a Financial Instruments
Firm registered with the Kanto Local Financial Bureau (Registered number 203) and a member of the Japan Securities Dealers Association (JSDA) and the Financial
Futures Association of Japan (FFAJ).
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