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Market Data

52-Week Range (A$) : 0.15 - 0.25
Market Cap (A$M) : 190.2
Shares Out. (M) : 679.3
Dividend /Shr (A$) : 0.00
Dividend Yield (%) : 0.0
Enterprise Value (A$M) : 167
Cash (A$M) : 23.0
Long-Term Debt (A$) : 0.0
FYE Dec 2022A 2023E 2024E 2025E
Sales (A$M) 21.0 28.31 38.11 49.31
Previous - 28.1 35.7 41.6
Gross Profit
13. 18. 25. .

(A$M) 3.9 8.9 5.5 33.0
EBITDA (A$M) 2.1 2.81 S/ 10.91
Previous = 2.7 4.1 5.8
EBIT (A$M) 2.1 2.7 571 10.91
Previous - - 4.0 57
Net Income
Adj (A$M) 2.1 2.7 5.71 10.91
Previous = = 4.0 57
Net Debt
(Cash) (A$M) 22 (@5 GOy @2y
Previous - - (29) (35)
EV/Sales (x) 8.0 5.8 4.2 3.0
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Dropsuite is a global cloud software platform
founded in 2012 that provides cloud-based email
and website back-up, archiving and recovery
solutions.
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223 +51% ARR growth, +5% FCF margins; release
overshadowed by MSFT backup product

2Q23 ARR increased +8% qoq (+6% net user/+2% price) and +51% pcp to $30.4m
(CGe $29.6m). The incremental quarterly ARR add of $2.2m is consistent with previous
trend of >$2m/qtr. Annualising the 2Q23 incremental ARR would see an FY23E ARR of
$34.8m vs CGe of $33.6m, implying upside to our forecasts.

The result was overshadowed by Microsoft’s announcement, as part of its Inspire
conference to deliver a new pay as you go (PAYG) back-up and restore service within its
Syntex content management suite. The launch follows the announcement of its intent
to launch a back-up product in November 2022 with Microsoft selecting 6x initial launch
partners (AvePoint, Barracuda, Veeam, etc., i.e. DSE competitors). Microsoft historically
has avoided any discussion around back-up products and utilised independent software
vendors, such as DSE, to satisfy customer demand.

MSFT back-up solution

On the conference call, DSE expected limited direct impact on its growth ambitions,
reiterating expectations for its growth rate to be 2x the industry in the medium term
with an acceleration into 2H23. We believe the key reasons a vendor would not choose
to use a Microsoft back-up products are:

* Lack of true independence, with end users putting all their eggs (data) in the one
(Microsoft) basket. Depending on the regulatory and compliance environment
it is likely users will require a separation of back-up data from operational data,
particularly when logging in via the same admin access. DSE utilises AWS for
its back-up with named launch partners utilising Azure for their back-up. Our
understanding is Microsoft still recommends in its T&C to use a third-party back-up
vendor provider.

e Limited experience with the delivery of back-up and restore services with
Independent Vendors specialising in this area. This is particularly true around service
levels and the need for urgent hands-on knowledge support in times of cyber disaster.
MSFT product also doesn't initially appear to have a similar archiving (live back-up)
solution, nor back-up teams/chat.

* Pricing targeted at enterprises with MSFT pricing at US$8/user/mth, against DSE at
US$2/user/mth. This sits on top of the existing US$12/user for an SME 0365 licence.
We are unsure how a PAYG usage base pricing will compare to DSE fixed price/mth.

A positive of the release is a belief by Microsoft that this is a big enough market to
launch its own enterprise product that will likely build awareness of the broader back-
up market. DSE product is targeted/tailored at SMEs where 85% of SMEs are yet to
incorporate a back-up product.

DSE result

* ARPU and user numbers continue to trend in a positive direction: ARPU of
US$2.35 increased +2% qoq/+13% vs pcp, benefiting from a shift to higher ARPU
product mix (i.e. upsell to archiving) and gross users increased +76k, bringing the
total user count to 1.08m (pcp 0.8m). DSE noted that it expects an increase in S&M
spend to “drive higher user numbers in future quarters”.

* DSE Managed Service Partnerships increased to 559 direct partners (+35
partners) while also growing its indirect partners by 250, this included adding TD
Synnex, a large global distributor (150k customers). The network effect from MSP
partners is increasingly valuable, with channel checks illustrating a NPS score of 96
on key MSP accounts. Broader coverage of MSP partners through an increase in S&M,
deeper proliferation within each MSP and upsell to higher priced APRU products (ABO
back-up, archiving) should maintain an above trend growth in future periods.

Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective
views about any and all the companies and securities that are the subject of this report discussed herein.

For important information, please see the Important Disclosures beginning on page 7 of this document.



Cg/ Marvets Dropsuite Ltd

Raising Target Price

Caraccors Genuity

* DSE reported strong gross margins of 69%, stable on the prior quarter, following
a period of rapid expansions (+500 bps on pcp). Long-term upside relates to moving
to private cloud and could see gross profit margins >80%, increasing DSE's operating
leverage to growth.

e DSE is sustainably OCF positive (fifth consecutive quarter), recording $0.3m OCF in
the quarter. Management has guided to reinvesting its incremental growth in gross
profit (i.e. $10m p.a. at ~50% growth rate) over the medium term into product
enhancement and global S&M given the scale of the opportunity (132k MSP [DSE 2%
market share], 85% SMEs not having a back-up product).

e Operationally, DSE continues to execute on product launches (key to ongoing ARPU
growth). This includes monetisation of QBO back-up service and launch of GovCloud
back-up/archiving which targets a new vertical (US public sector).

* Guidance: DSE has previously provided implicate forward guidance of “delivering
2x Industry growth till 2025” which infers ~+50% revenue CAGR (CGe +33%
CAGR) providing upside risk to our and consensus forecasts. The company expects
to maintain “its steady [growth] momentum” and as such we adjust our forecasts
upwards.

Earnings revisions

Our FY23E, FY24E and FY25E ARR has been revised up +1%, +10% and +23%,
respectively.

Our view

DSE's quarterly illustrates continued execution as one of the fastest-growing SaaS
stocks on the ASX. Almost all of DSE's revenue comes from highly predictable,
recognised subscriptions from its customers with negligible churn. FY23 is turning into
a breakout year for DSE, with elevated organic growth rates (+50%) enabling a higher
reinvestment rate. New product launches (Quickbooks back-up, GovCloud) and targeted
acquisitions ($23m cash on hand) provides further pillar of growth. The launch of MSFT
back-up product (and broader products in due course) will likely be an overhang on the
stock for the short term given the uncertainty on the long-term growth rate of DSE.
Maintaining an elevated growth rate will likely relieve this concern. We retain our BUY
recommendation and slightly increase our valuation to $0.38/share (previously $0.34/
share) following the revisions to our growth forecasts.
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Figure 1: Dropsuite (DSE-AU): Financial summary

Share Price $ 0.28

Dropsuite (DSE) Market Cap $ 190.2

Profit & Loss ($m) 2021A 2022A 2023F 2024F 2025F Valuation ratios 2021A 2022A 2023F 2024F 2025F
EPS (cps) 0.0 0.2 0.2 0.4 0.7

ARR 15.2 254 34.1 441 57.1

Sales Revenue 11.7 21.0 28.3 38.1 493 Enterprise Value (Sm) 169 168 165 159 149

COGS -4.2 -7.1 -9.3 -12.6 -16.3 EV/ARR 111 6.6 4.8 3.6 2.6

Gross Profit 7.5 139 18.9 255 33.0 EV/Revenue 144 8.0 5.8 4.2 3.0

Opex -7.2 -11.8 -16.1 -19.8 -22.1 EV/Gross Profit 223 121 8.7 6.2 4.5

EBITDA 0.4 21 2.8 5.7 10.9 EV/GPAPA (gp after S&M) 223 12.1 8.7 6.2 45

D&A 0.0 -0.1 -0.1 -0.1 -0.1 EV / EBITDA (x) nmf nmf nmf nmf nmf

EBIT 04 21 2.7 5.7 109 P/E (x) nmf nmf nmf nmf nmf

Net Interest Expense 0.0 0.0 0.0 0.0 0.0 DPS (cps) 0.0 0.0 0.0 0.0 0.0

NPBT 0.4 21 2.7 5.7 10.9 Payout ratio (%) 0% 0% 0% 0% 0%

Tax expense 0.0 0.0 0.0 0.0 0.0

NPAT (Normalised) 04 21 2.7 5.7 10.9 Dupont Analysis 2021A 2022A 2023F 2024F 2025F

Significantitems -0.4 -0.6 0.0 0.0 0.0 Net Profit Margin -0.3% 7.0% 9.7% 14.9% 22.0%

NPAT (Reported) 0.0 1.5 2.7 5.7 10.9 Asset Turnover 0.5 0.8 0.9 1.1 1.1
ROA (%) -0.1% 5.4% 9.2% 16.0% 23.5%

Gross Profit Margin (%) 64.5% 66.2% 67.0% 67.0% 67.0% Financial Leverage 1.1 1.1 1.1 1.1 1.1

EBITDA Margin (%) 3.3% 10.1% 9.9% 15.0% 22.1% ROE (%) -0.1% 6.1% 10.1% 17.4% 25.0%

EBIT Margin (%) 3.0% 9.8% 9.7% 14.9% 22.0%

NPAT Margin (%) -0.3% 7.0% 9.7% 14.9% 22.0% Balance Sheet ratios 2021A 2022A 2023F 2024F 2025F
Net Debt (cash) -216 -22.3 -25.2 -30.8 -41.7

Cash Flow ($m) 2021A 2022A 2023F 2024F 2025F NTA per share ($) 0.0 0.0 0.0 0.0 0.1

Operating EBITDA 04 21 2.8 5.7 109 Price / NTA (x) 79 7.9 7.0 5.8 4.4

- Interest & Tax Paid 0.0 0.2 0.0 0.0 0.0 Shares on issue (m) 679.3 679.3 679.3 679.3 679.3

+/- change in Work. Cap. -0.1 -1.4 0.0 0.0 0.0 EFPOWA (m) 616.7 679.3 679.3 679.3 679.3

- other 0.0 0.0 0.0 0.0 0.0

Operating Cashflow 03 0.9 2.8 5.7 109 Assumptions 2021A 2022A 2023F 2024F 2025F

- Other Capex -0.1 -0.1 -0.1 -0.1 -0.1 Revenue growth 64.7% 79.0% 34.9% 34.8% 29.4%

- Intangibles/other 0.0 0.0 0.0 0.0 0.0 Gross profit margin 64.5% 66.2% 67.0% 67.0% 67.0%

- Acquisitions 0.0 0.0 0.0 0.0 0.0 Opex growth 13.6% 64.3% 48.6% 28.8% 19.9%

Free Cashflow 0.2 0.9 2.7 5.6 10.8

- Ord Dividends 0.0 0.0 0.0 0.0 0.0 Users ('000) 649.0 935.0 1173.8 1430.9 1746.3

- Equity /other 18.9 0.0 0.0 0.0 0.0 MSP (#) 409 491 591 691 791

Net Cashflow 19.1 0.9 27 5.6 10.8 ARPU (AS) 2.0 23 2.4 2.6 2.7

Cash at beginning of period 24 216 225 25.2 30.8 ARR (ASm) 15.2 254 34.1 44.1 57.1

+/- borrowings / other 0.0 0.0 0.0 0.0 0.0

Cash at end of period 215 225 25.2 30.8 41.7 Interim Analysis 1H21A 2H21A 1H22A 2H22A 1H23E
Revenues 5.0 6.8 8.9 121 129

Balance Sheet 2021A 2022A 2023F 2024F 2025F Gross profit 33 4.2 5.6 8.3 8.7

Cash 21.6 223 25.2 30.8 41.7 EBIT 0.0 03 0.5 16 11

Debtors 2.2 4.1 4.1 41 4.1 EBIT margin (%) 0.5% 4.9% 5.5% 13.2% 8.7%

Inventory 0.0 0.0 0.0 0.0 0.0 DPS 0.0 0.0 0.0 1.0 3.0

PPE 0.0 0.1 0.1 0.1 0.1

Intangibles 0.0 0.0 0.0 0.0 0.0 Board of Directors / Substantial Shareholders

Other assets 0.3 0.5 0.5 0.5 0.5 Board of Directors Shareholding %

Total Assets 241 26.9 29.8 354 46.2 Theodore Hnarakis (NEC) 11.8 1.7%

Deferred Revenue 0.1 0.1 0.1 0.1 0.1 Charif Elansari (CEO) 29.5 4.3%

Trade Creditors 2.0 2.5 2.5 2.5 2.5 Dr Bruce Tonkin (NED) 15 0.2%

Unearned income 0.0 0.0 0.0 0.0 0.0

Other Liabilities 0.1 0.1 0.1 0.1 0.1

Total Liabilities 23 2.8 2.8 2.8 28

NET ASSETS 21.8 242 27.0 32.6 435

Source: Company reports, Canaccord Genuity estimates
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Figure 2: P&L assumptions, balance sheet and cash flow summary

Profit & Loss 1H19A 2H19A FY19A 1H20A 2H20A FY20A 1H21A 2H21A FY21A 1H22A 2H22A FY22A 1H23E 2H23E FY23E
Partners # 175 204 204 272 318 318 335 409 409 453 491 491 541 591 591
New partners added # 29 68 46 114 17 74 91 44 38 82 50 50 100
Users '000 251 288 288 343 431 431 518 649 649 808 935 935 1060 1174 1174
User Growth '000 371 55.0 88.0 143.0 87.0 131.0 218.0 159.0 127.0 286.0 124.7 114.1 238.8
Users/partner '000 1,430 1,412 1,412 1,261 1,355 1,355 1,546 1,587 1,587 1,784 1,904 1,904 1,959 1,986 1,986
ARPU AS/mth 1.30 1.49 1.49 1.64 1.64 1.64 1.77 1.95 1.95 2.07 2.26 2.26 2.33 2.42 2.42
ARR ASm 3.9 5.1 5.1 6.8 8.5 8.5 11.0 15.2 15.2 20.1 254 25.4 28.9 34.1 34.1
ARR growth ASm 1.2 1.6 1.7 33 2.5 4.2 6.7 4.9 5.3 10.2 3.5 5.2 8.7

Group Revenue ASm 23 24 4.7 3.2 3.9 7.1 5.0 6.8 11.7 8.9 12.1 21.0 12.9 15.3 28.3
COGS ASm 0.7 0.9 1.7 1.1 1.3 2.5 1.6 2.5 4.2 3.3 3.7 7.1 43 5.1 9.3

Gross Profit ASm 1.6 1.5 3.0 21 2.6 4.6 33 4.2 7.5 5.6 8.3 13.9 8.7 10.3 18.9
Gross profit margin % 68% 61% 64% 65% 66% 65% 67% 62% 64%, 62% 69% 66%. 67% 67% 67%,

Total Opex ASm 2.7 2.7 5.4 3.0 33 6.3 33 3.9 7.2 5.1 6.7 11.8 7.5 8.6 16.1

EBITDA ASm -1.1 -1.3 -2.3 -0.9 -0.8 -1.7 0.0 0.4 0.4 0.5 1.6 2.1 1.2 1.6 2.8

Depreciation and Amortisation ASm -0.4 -0.4 -0.8 -0.4 -0.1 -0.5 0.0 0.0 0.0 0.0 0.0 -0.1 0.0 0.0 -0.1

EBIT ASm -1.5 -1.7 -3.2 -1.3 -0.9 -2.2 0.0 0.3 0.4 0.5 1.6 21 11 1.6 2.7

Net Interest ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

NPBT ASm -1.5 -1.7 -3.1 -1.3 -0.9 -2.1 0.0 0.3 0.4 0.5 1.6 21 11 1.6 2.7

Tax Expense ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

NPAT (normalised) ASm -1.5 -1.7 -3.1 -1.3 -0.9 -2.1 -0.1 0.0 0.0 0.3 1.6 1.5 11 1.6 2.7

Balance Sheet 1H19A 2H19A FY19A 1H20A 2H20A FY20A 1H21A 2H21A FY21A 1H22A 2H22A FY22A 1H23E 2H23E FY23E

Cash ASm 0.0 0.0 14 3.0 2.5 2.5 24 21.6 21.6 21.6 223 223 23.6 25.2 25.2

Receivables ASm 0.0 0.0 0.8 1.2 1.4 1.4 1.8 1.8 2.2 3.0 4.1 4.1 4.1 4.1 4.1

PPE ASm 0.0 0.0 0.0 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1

Intangibles ASm 0.0 0.0 0.5 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other ASm 0.0 0.0 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.4 0.5 0.5 0.5 0.5 0.5

Assets ASm 0.0 0.0 2.9 4.5 4.3 4.3 4.5 23.8 24.1 25.0 26.9 26.9 28.2 29.8 29.8

Payables ASm 0.0 0.0 0.9 1.0 13 13 1.6 1.6 2.0 2.3 2.5 25 2.5 2.5 25

Provisions ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Interest bearing liabilities ASm 0.0 0.0 0.1 0.1 0.1 0.1 0.2 0.2 0.1 0.2 0.1 0.1 0.1 0.1 0.1

Other ASm 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.0 0.0 0.0 0.0 0.0

Liabilities ASm 0.0 0.0 1.1 11 1.4 1.4 1.8 1.8 2.2 2.6 2.7 2.7 2.7 2.7 2.7

Equity ASm 0.0 0.0 1.8 34 2.5 2.5 2.7 22.0 21.9 22.5 24.2 24.2 25.4 27.0 27.0

ROE % -174.9%| -74.0%  -69.9%  -84.4% -5.3% 0.4% -0.1% 1.4% 6.6% 6.1% 4.4% 6.0% 10.1%

Financial leverage ratio X 1.6 1.3 1.7 1.7 1.7 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1

Cash Flow Statement 1HI9A  2H19A FY19A  1H20A  2H20A FY20A  1H21A 2H21A FY21A  1H22A  2H22A FY22A 1H23E 2H23E FY23E

EBITDA ASm -1.1 -1.3 -2.3 -0.9 -0.8 -1.7 0.0 0.4 0.4 0.5 16 21 1.2 1.6 2.8

Working Capital ASm 11 13 0.5 -0.4 0.3 -0.2 -0.1 0.0 -0.1 -0.6 -0.8 -1.4 0.0 0.0 0.0

Net Interest paid ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.2 0.0 0.0 0.0

Income taxes paid ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net operating cash flows ASm 0.0 0.0 -1.8 -1.3 -0.5 -1.8 -0.1 0.4 0.3 -0.1 1.0 0.9 1.2 1.6 2.8

PPE ASm 0.0 0.0 -0.1 0.0 0.0 0.0 0.0 0.0 -0.1 0.0 -0.1 -0.1 0.0 -0.1 -0.1

Development costs ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other/Acquisitions ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net investing cash flows ASm 0.0 0.0 0.0 0.0 0.0 0.0/ 0.0 0.0 -0.1 0.0 -0.1 -0.1 0.0 -0.1 -0.1

Proceeds from issue of securities ~ ASm 0.0 0.0 0.0 29 0.0 29 0.0 18.9 18.9 0.0 0.0 0.0 0.0 0.0 0.0

Net borrowings ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net financing cash flows ASm 0.0 0.0 0.0 2.9 0.0 2.9 0.0 18.9 18.9 0.0 0.0 0.0 0.0 0.0 0.0]

Net change ASm 0.0 0.0 -1.8 1.6 -0.5 1.1 -0.1 19.2 19.1 -0.1 1.0 0.9 1.1 1.6 2.7

Cash at beginning of period ASm 0.0 0.0 3.2 1.4 2.9 1.3 2.5 2.4 2.5 21.6 21.5 21.6 22.5 23.6 22.5

Cash at end of period AS$m 0.0 0.0 1.4 3.0 24 24 24 21.6 21.6 21.5 225 225 23.6 25.2 25.2

Source: Company reports, Canaccord Genuity estimates

Buy unchanged Target Price A$0.38 from A$0.34 | 19 July 2023

Software and Services 4




Cg ﬁ:ﬁf’éi's Dropsuite Ltd

Raising Target Price

Figure 3: Key charts
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Figure 4: Earnings revisions

Operating Revenue 11.7 21.0 28.1 283 0% 35.7 38.1 7% 41.6 49.3 18%
8OGS A2 L 93 93 0% . .-118 . 26 . 7% 3T 6.3 18%
Gross profit 7.5 13.9 18.9 18.9 0% 23.9 255 7% 27.9 33.0 18%
Gross profit margin 64% 66% 67% 67% 67% 67% 67% 67%
Opex 12 118 161l 161 | 0% 198 198 0% 221 221 0%
EBITDA 04 211 2.7 2.8 3% 41 5.7 40% 5.8 109 89%
DA 0.0 01 . 01 o1 .0 01 .01 0% 01 . .. .:01 0%
EBIT 0.4 21 2.7 27 4.0 5.7 5.71 10.85
...Netinterest 90 00 00 00 ... - I— 0.0 ... 0.0 ... - N 00 .. 0.0 ... 2
NPBT 0.4 2.1 2.7 2.7 4.0 5.7 5.7 10.9
L 00 ... 00 ... 0.0 ... 0.0 T 00 00 00 00 ...
NPAT normalised 04 2.1 2.7 2.7 4.0 5.7 5.7 10.9

Source: Company reports, Canaccord Genuity estimates
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analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by the authoring analyst in the research, and (iii) to the best of the authoring
analyst’s knowledge, she/he is not in receipt of material non-public information about the issuer.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated
persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Sector Coverage

Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation

Date and time of first dissemination: July 19, 2023, 03:05 ET
Date and time of production: July 19, 2023, 03:05 ET
Target Price / Valuation Methodology:

Dropsuite Ltd - DSE

DCF methodology ($0.30ps, Ke 13%, B 1.5x, ERP 5.5%): Our terminal value incorporates a long-term cash EBIT margin of 35%
(gross profit margin 65%, steady state S&M expense 5%, capex/G&A 25%) on our FY26E ARR expectations of $46m (+25% CAGR).

Risks to achieving Target Price / Valuation:
Dropsuite Ltd - DSE
SMB spending headwinds

DSE’s MSP partners sell directly to SMEs, and any change in SMB spending levels, or propensity to spend on cloud technology, could
create headwinds for DSE. Further COVID-19 waves/restrictions, or a broader economic recession impacting spending patterns will be
a headwind for DSE.

M&A risks

DSE holds a strong balance sheet and been open with investors about the potential for bolt-on acquisitions. While we do not
anticipate transformation deals, DSE has not been acquisitive in the past and thus this new strategy poses a risk to investors.

Reputational harm

A successful cyberattack could have a negative impact on DSE’s reputation and its ability to sign on new partners. While DSE has
never had a breach and states its data encryption and storage capability is military grade, any breach would be a major business risk.

Competitive markets

DSE operates in the competitive data management and back-up space with larger well-funded competitive with diverse products. DSE
differentiates itself in the market by purely focusing in on MSPs, and longer term we believe the data back-up space could become
more competitive.

Inability to sign new MSP partners

DSE has materially increasing its distribution partners over the last three years. If DSE’s product or prices become less competitive it
may struggle to onboard new MSPs and this could impact its revenue profile.

Revenue concentration

66% of DSE revenues are sourced from its top 10 distribution partners. The high level of concentration risk and potential for these to
churn poses a risk to our revenue and earnings forecasts.
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Distribution of Ratings:
Global Stock Ratings (as of 07/19/23)

Rating Coverage Universe IB Clients
# % %
Buy 619 65.71% 21.97%
Hold 133 14.12% 6.77%
Sell 16 1.70% 6.25%
Speculative Buy 160 16.99% 46.88%
942%* 100.0%

*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or
the relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in
the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)

A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)

Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment
Banking services from Dropsuite Ltd in the next three months.

Dropsuite Ltd Rating History as of 07/18/2023
|I:B:AUDO.3O ||B:AUDO.30 ||B:AUDO.32 ||B:AUDO.34 |

12/08/2021 01/19/2022 ||10/19/2022 |[01/19/2023
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( Closing Price Price Target )
(Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR) )

Past performance

In line with Article 44(4)(b), MIFID II Delegated Regulation, we disclose price performance for the preceding five years or the
whole period for which the financial instrument has been offered or investment service provided where less than five years. Please
note price history refers to actual past performance, and that past performance is not a reliable indicator of future price and/or
performance.

Online Disclosures

Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.

General Disclaimers

See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in

this report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships;
research analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities
and related derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures

can be found in a hyperlink located in the section labeled, "Compendium Reports.” *Canaccord Genuity” is the business name used
by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited,
Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 80%-owned by Canaccord Genuity
Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer
with principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation

based upon (among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Investment Banking activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising
as a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy
on managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy
is available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with
the exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord
Genuity, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity
has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information
contained in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without
notice and are provided in good faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a 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. This material is
prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular
needs of any particular person. Investors should obtain advice based on their own individual circumstances before making an
investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in
this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by
all of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the
firm’s sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may
also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described
above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees
without prior compliance consent.

For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a
near-term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity
that may be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for
such stocks. A short-term trade idea may differ from the price targets and recommendations in our published research reports that
reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the
differing time horizons, methodologies and/or other factors. It is possible, for example, that a subject company's common equity that
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is considered a long-term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in
the market or for other reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or
“Speculative Buy’ could be considered susceptible to a downward price correction, or other factors may exist that lead the research
analyst to suggest a sale over the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm does not intend, and does not undertake any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas are not suitable for all investors and are not tailored to individual investor circumstances and objectives, and investors should
make their own independent decisions regarding any securities or strategies discussed herein. Please contact your salesperson for
more information regarding Canaccord Genuity’s research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada
(IIROC) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated
investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United
States. This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to
effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC.
Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with
FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule
2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is
not for distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct
Authority.

For Jersey, Guernsey and Isle of Man Residents:

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to

be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been
produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI
and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction
with your client agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this
research. If you are in any doubt, you should consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the
Isle of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity
Group Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into
account their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any
financial products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited

or its Wealth Management affiliated company, Canaccord Genuity Financial Limited ABN 69 008 896 311 holder of AFS Licence No
239052.

For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the
Securities and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of
persons. Recipients of this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of
any matters arising from, or in connection with, this research.

Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2023 - Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2023 - Member LSE, authorized and regulated by the Financial Conduct Authority.
Copyright © Canaccord Genuity LLC 2023 - Member FINRA/SIPC

Buy unchanged Target Price A$0.38 from A$0.34 | 19 July 2023 Software and Services 10



Cg/ Marvets Dropsuite Ltd

Raising Target Price

Copyright © Canaccord Genuity (Australia) Limited. 2023 - Participant of ASX Group, Cboe Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express
written permission of the entities listed above.

None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any
other party including by way of any form of social media, without the prior express written permission of the entities
listed above.
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