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Key Takeaway

We view Adyen as the benchmark for Payment Service Providers (PSPs) in Europe
benefiting from class leading unit economics (€1 in S&M spend for every €1.5 in new
net revenue with <1% churn) and ROCE of >25% well ahead of peers with a median
of approx. 15%. Adyen's track-record of serving native e-commerce players, TAM
expansion, focus on organic growth, and clean tech stack creates viable moats to
sustain returns. Our 2021/22 EBITDA is 1/4% ahead of the Street.

Unique Combination of High Growth Rates and High Margins. Adyen has been
growing net revenue at over 40% annually, we forecast it to sustain both a 35% CAGR
through 2023 and operating margins above 50%, with the potential for further margin
expansion beyond the company's stated targets, placing the company in rarified air.
The well-publicized win of eBay ($86b GMV) should yield substantial volume and
revenue increases starting in 2H20 and persist into 2021.

Serving a "Who's Who" of Technology Brands. Adyen's existing client list is
impressive, with the company serving many of the leading technology brands around
the world (e.g. Airbnb, Netflix, Uber, etc), which is a testament to the strength of the
company's technology solution. Adyen has been and remains highly levered to the
secular growth trend of services moving online.

Class-leading Customer Acquisition Economics. We estimate for every €1 that Adyen
spends in S&M, it is gaining €1.5 in new net revenue, with a <1% revenue churn. This
yields class-leading unit economics, and explains the company’s ability to sustain
high-growth, high-margins, and also a class-leading ROCE compared to peers. A
focus on large enterprises has helped yield these results thanks to lower churn
characteristics.

In-Store Expansion a Positive, with Defensive Characteristics. Expansion into in-
store offerings broadens the addressable market substantially from $21b to $95b.
We view the move as also defensive in nature, as in-store offerings are harder to
displace than online solutions and Adyen has combined the two into an integrated
omnichannel offering. We struggle to understand the simultaneous mid-market
expansion as it is at odds with the company's enterprise focus and the mid-market
is less likely to fully employ omnichannel solutions.

COVID-19. We estimate that changes in spending are likely to affect the company's
TPV and thus net revenue, with TPV having a high drop-through rate to profit: a
€1B reduction in TPV implies a €1.6m net revenue reduction and a €1.5m operating
income reduction. Web traffic data from some of Adyen's hospitality clients indicate
yoy traffic reductions ranging from 67% to 77% as of late-March; we estimate a
potential €10m impact to revenue in TH20 from airlines and hospitality.

Valuation. Our €882 PT is based on our DCF analysis and implies 55x EV/2021 FCF.
Shares are trading at a 45x multiple vs a peer group average of 20x. We believe
Adyen's long-term opportunity for growth and further margin expansion should
support a premium multiple. Risks to our PT include: 1. revenue growth decelerates
or margins decline, 2. mid-market effort does not gain traction, 3. ecommerce
partners act as gatekeepers, 4. premium valuation.
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Chart 1 - Adyen TPV Composition &
Growth
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Chart 2 - Adyen Return on Capital
Employed (ROCE) vs Peers
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Estimates
€ 2019A 2020E 2021E 2022E
Rev. (MM) 496.7 675.1 944.5 1,278.1
Previous
EBITDA (MM) 279.3 386.7 566.6 787.2
Previous
EPS 6.68 9.60 13.99 19.28
Previous

Valuation

2019A 2020E 2021E 2022E
EV/Rev 41.8x 30.7x 22.0x 16.2x
EV/EBITDA 74.3x 53.7x 36.6x 26.4x
FY P/E NM 77.1x 52.9x 38.4x
Market Data

52-Week Range: €897.00 - €562.80

Total Entprs. Value €20.8B

Avg. Daily Value MM (USD) 134.85

Float (%) 65.0%

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

The Long View

| Scenarios

Base Case

Adyen'’s net revenue grows 36% in TH20 as a result of
the COVID-19 outbreak, and then recovers thereafter.
2020 operating margin gradually expands through
2023.

Implied 2019-2023E revenue CAGR = 35%

Implied average 2020-2023E operating margin = 58%
DCF-based PT €882

Upside Scenario

Adyen's revenue grows 45% in 2020 and then
sustains a 40+% growth rate through 2023.

2020 operating margin gradually expands through
2023.

Implied 2019-2023E revenue CAGR = 44%

Implied average 2020-2023E operating margin = 58%
DCF-based PT €1771

Downside Scenario

Adyen's revenue grows 36% in 2020 and then
decelerates to 20% in 2023.

2020 operating margin approximately 10 points
lower and maintains underperformance in future.
Implied 2019-2023E revenue CAGR = 28%

Implied average 2020-2023E operating margin = 48%
DCF-based PT €396

Investment Thesis / Where We Differ

Unique unified technology platform provides a cost
and product capability advantage to Adyen
Class-leading unit economics and returns on capital
Gradual expansion into card issuer market provides
another growth avenue
Mid-market expansion
company strategy

is contrary to greater

| Catalysts

Further large merchant wins

Continued geographic expansion of merchant
acquiring capabilities

Continued expansion into other parts of the value
chain (i.e. broader set of card issuer solutions)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.
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Executive Summary

An Ambitious Payment Solutions Company Expanding Along the Value Chain. Adyen
started out as an online gateway company, expanded into merchant acquiring, and has
now started expanding into in-store offerings with omnichannel solutions and with card
issuing - all while sustaining a geographic expansion of capabilities. We expect the
company to maintain its ambitious expansion along the payment value chain and in new
geographies in order to capture a greater share of transaction volumes.

Class-leading Customer Acquisition Economics. We estimate that for every €1 that
Adyen spends in sales & marketing, it is gaining €1.5 in net revenue, with a <1% revenue
churn. This yields class-leading unit economics, and explains the company's ability to
sustain high-growth, high-margins, and the business' also class-leading ROCE compared
to peers. A focus on large enterprises had helped yield these results, which leads us to
question the company's new focus on the mid-market.

Unique Combination of High Growth Rates and High Margins. Adyen has been growing
net revenue at over 40% annually, we forecast it to sustain a 35% CAGR through 2023,
and the company will likely sustain operating margins above 50%, with the potential
for further margin expansion. The well-publicized win of eBay should yield substantial
volume and revenue increases starting in 2H20 and persist into 2021.

Serving a "Who's Who" of Technology Brands. Adyen'’s existing client list is impressive,
with the company serving many of the leading technology brands around the world,
which is a testament to the strength of the company’s technology solution. In turn, the
business has been and remains highly levered to the secular growth trend of services
moving online.

COVID-19. We estimate that changes in spending are likely to affect the company's TPV
and thus net revenue, with TPV having a high drop-through rate to profit: a €1 billion
reduction in TPV, implies a €1.6 million revenue reduction, which flows throughto a €1.5
million operating income reduction. Web traffic data from some of Adyen's hospitality
clients indicate traffic reductions ranging from 25% to 40%, we estimate a potential €15
million net revenue contribution in 2019 from airlines and hospitality.

How to Think About Potential COVID-19 Impacts

With the on-going COVID-19 infections spreading through various countries around
the world, we review the potential impact to Adyen's business from the measures
being taken by governments and changes in consumer behavior. Adyen has so far not
quantified any impacts it may be seeing to its business in the near-term, however, we
believe that the company is likely being impacted given customer exposure to the airline
industry (gateway only) and hospitality industry (both processing and gateway). We
believe the impacts are primarily short-term in nature and unlikely to affect the long-
term potential of the business:

The company has noted that a majority of its gateway- / processing-only revenue
(i.e. no acquiring) stems from the airline industry. Processing revenue accounted for
28% of 2019 TPV volume and only 7% of gross revenue. Airline customers include
Aeromeéxico, easyJet, KLM, Transavia, and Vueling, among others.

Adyen also offers both gateway and acquiring for numerous companies in the
hospitality space, including Airbnb and booking.com (we caution that Adyen's
relationship with these companies is frequently for specific geographies and not for
these companies’ entire businesses).

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)
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Please see our capture of web traffic data below for details on bookings declines in the
hospitality industry.

Adyen'’s impact is difficult to quantify as Adyen does not disclose revenue by verticals
nor individual customer revenue contributions, and Adyen is also exposed to numerous
other verticals, including retail.

On the other hand, while we initially expected Adyen to benefit from its exposure to food
delivery vendors (e.g. Deliveroo, Delivery Hero, etc.), both press reports (e.g. Financial
Times "Why food delivery apps are struggling even under UK lockdown” on 30 March
2020) and app usage data indicate little benefit and a potential risk from food delivery
companies as well. See Chart 3 below for Deliveroo app usage in the UK for example.
We believe that Adyen is likely not seeing much impact from the remaining majority of
the e-commerce businesses it also has exposure to.

Chart 3 - Deliveroo Android App Usage (UK)
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We can make several simplifying assumptions in order to attempt to estimate Adyen's
potential impact. We realize that these estimates rely on numerous assumptions,
however, we nonetheless attempt to quantify the magnitude of the impact, which we
calculate as an approx. 2% revenue impact:

We assume that two of the company's top-10 customers (the top-10 contribute 31% of
net revenue) are hospitality companies and that the top-10 each represent the same
share of revenue. We estimate a 40% decline in bookings.

Assuming that all of non-acquired revenue stems from airlines, we assume a 40%
decline in bookings in the airline industry in the first half of 2020 and assume no
impact in the second half of the year.

These estimates imply a €13 billion TPV decline in gateway-only volumes and a €2
billion decline in full-stack acquiring. In turn, we expect this equates to an approximate
€10 million net revenue impact in the first half of the year. See Chart 4.

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)
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Chart 4 - Potential COVID-19 Impact to Adyen's Revenue

COoVID-19
2019 Change
Impact
TPV
Total Processed Volume ($b) 239.6 -15.5 2241
Gateway only 66.8 -134 534
Full-stack 172.8 -2.1 170.7
Revenue
Gross Revenue ($m) 2548.7 -64.6 24841
Implied Take rate (bps) 106.4 110.8
Gateway online 176.1 -35.2 140.9
Implied Take rate (bps) 264 264
Settlement fees 23726 -29.4 2343.2
Implied Take rate (bps) 1373 1373
Costs from financial institutions 2143.5 -54.4 2089.1
Other revenue/costs 91.6 0.0 91.6
Net Revenue 496.7 -10.2 486.5

Source: Jefferies, company data

Revenue Sensitivity Analysis

We believe that the majority of the company's operating costs are fixed in nature,
whereas we consider IT costs, and sales and marketing costs variable (although
potentially debatable). We show that for a €1 billion reduction in overall TPV, we estimate
that the company's net revenue is reduced by €1.6 million, which in turn reduces
operating income by approximately €1.5 million - a very high pass-through. See Chart

3 for our analysis.

EQUITY RESEARCH
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Chart 5 - Adyen Sensitivity to a €1 billion Change in TPV

$1B TPV
2019 Change .
Reduction

TPV
Total Processed Volume ($b) 239.6 -1.0 238.6

Gateway only 66.8

Full-stack 172.8
Revenue
Gross Revenue ($m) 2548.7 -10.6 2538.1

Implied Take rate (bps) 106.4 106.4

Gateway online 176.1

Implied Take rate (bps) 264
Settlement fees 2372.6
Implied Take rate (bps) 137.3

Costs from financial institutions 21435 2134.6
Other revenue/costs 91.6 91.6
Net Revenue 496.7 -1.6 495.1
Fixed Costs
Wages and salaries 100.5 0.0 100.5
Social security and pension costs 22.0 0.0 22
Housing and office costs 5.8 0.0 5.8
Travel and other staff expenses 21.7 0.0 21.7
Advsisory costs 12.7 0.0 12.7
Other operating expenses 10.9 0.0 10.9
Amortization and depreciation 223 0.0 223
Other income (dividends) -0.2 0.0 -0.2
Other gains & losses 0 0.0 0
Total Fixed Costs 195.7 0.0 195.7
Variable Costs
IT costs 1.7 0.0 1.7
Sales and marketing costs 323 -0.1 322
Total Variable Costs 44.0 -0.1 43.9
Operating Income ($m) 257.0 -1.5 255.5

Source: Jefferies, company data

Web Traffic Trends at Two of Adyen's Hospitality Customers

We captured web traffic data from both airbnb.com and booking.com, two known
customers of Adyen. Please see Charts 6 and 7. We observe year-over-year declines in
traffic of most recently 74% for booking.com and 67% for airbnb.com. We believe the
declines observed by these two hospitality vendors are likely representative of overall
declines being observed by the broader airline and hospitality industry given the large
size of both of these companies.

6 April 2020 7
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Chart 6 - booking.com Website Traffic and Year-over-Year Chart 7 - airbnb.com Website Traffic and Year-over-Year Change
Change in Weekly Visits in Weekly Visits
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Our Estimates Compared to the Street

In Chart 8 below, we highlight our estimates compared to the Street. We note that we
are below the Street for TH20 estimates, as we have cut our numbers due to potential
COVID-19 impact. We highlighted above that COVID-19 is likely to have an approximately
€15 billion impact on full-year TPV, as such our TPV estimates are below the Street and
we are currently forecasting a recovery in 2H20, although to levels slightly lower than
our estimates would have been ex-COVID-19.

Chart 8 - Jefferies Estimates Compared to the Street

Adyen NV
FY ends in December; € in millions

Jun-20E Jefferies % Diff Consensus Dec-20E Jefferies % Diff Consensus

Processed volumes (nominal value) 139,631 -6% 147,800 Processed volumes (nominal value) 192,356 1% 190,600
Net revenue 292 -1% 294 Net revenue 383 0% 385
Operating income 160 5% 153 Operating income 213 3% 207
Operating margin 54.9% 5% 52.1% Operating margin 55.5% 3% 53.9%
EBITDA 164 2% 161 EBITDA 217 -3% 224
EBITDA margin 56.3% 3% 54.8% EBITDA margin 56.6% -3% 58.3%
EPS 413 6% 391 EPS 5.46 2% 53
Net cash flow from operations 159 34% 118 Net cash flow from operations 358 31% 273
2020E Jefferies % Diff  Consensus 2021E Jefferies % Diff Consensus
Processed volumes (nominal value) 331,987 -1% 335,900 Processed volumes (nominal value) 482,483 1% 477,800
Net revenue 675 0% 677 Net revenue 944 1% 935
Operating income 373 3% 363 Operating income 548 6% 519
Operating margin 55.3% 3% 53.5% Operating margin 58.1% 5% 55.5%
EBITDA 381 2% 389 EBITDA 559 1% 554
EBITDA margin 56.5% 2% 57.4% EBITDA margin 59.2% 0% 59.2%
EPS 9.60 3% 9.35 EPS 13.99 4% 1343
Net cash flow from operations 517 14% 454 Net cash flow from operations 659 4% 637

Source: Jefferies, Visible Alpha

Investment Positives

Unique Unified Technology Platform

Adyen is well-positioned to deliver a payment platform that satisfies the needs of
many enterprises, which we believe is desired by many enterprises as they desire to
employ a unified payment solution across geographies and sales channels (e.g. in-
store, online, in-app, etc.). Adyen continues to redefine what encompasses a modern
payment architecture (although undoubtedly some vendors would beg to differ). Adyen
has developed its entire product offering in-house and not performed any M&A to build
out its platform. The company offers a unified architecture for online, in-app, and in-
store payments. The company also offers Point Of Sale (POS) terminals in 40 countries
loaded with its software. This ability to offer a unified solution on a global level is unique
and unmatched by any other payment vendor targeting enterprises.

6 April 2020 8
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While we view the move to offer in-store / omnichannel solutions to customers as a
positive, we view the move as largely defensive. We note that it is substantially easier for
merchants to replace online/in-app payment solutions than in-store solutions, given the
latter typically requires replacing physical POSs, retraining staff, etc. Further, we believe
that the majority of Adyen's POS sales have been to existing online customers. We
believe that merchants adopting in-store solutions likely aids Adyen's stickiness in these
merchants as replacing Adyen as a payment solutions vendor would be substantially
more difficult an undertaking.

Anunderestimated advantage of Adyen's approach is the data that the company gathers
on transactions and that it can effectively monetize either directly or indirectly. Adyen
offers products to merchants to optimize card authorization rates, fraud prevention
tools, and products providing insights on shoppers. Thanks to its home-grown and
single platform, Adyen can employ data across geographies and shopping channels.
This compares to many other large merchant acquirers that have expanded through
M&A and thus operate several technology solutions with differing levels of integration.

Last, this combination of products also benefits SMBs, which the company has recently
started increasingly targeted as we believe that SMBs favor a unified payment platform,
rather than expending effort and resources to combine payments solutions from
different vendors.

Adyen is Exposed to the Growth Trends of Online Services (incl.

Upcoming eBay Platform Launch)

Adyen'’s roots as a business are from initially offering merchant processing services
to online and in-app clients, and then expanded to also offer merchant acquiring
through the same channels. The company has been extremely successful in courting
many online vendors; Adyen's client list includes a "who's who" of online services.
Clients include Airbnb, Booking.com, eBay, Etsy, Facebook, LinkedIn, Microsoft, Netflix,
Pinterest, Spotify, TransferWise, Twitter, and Uber, among others.

We note that eBay announced its partnership with Adyen in January 2018, and expects
to switch over the majority of its marketplace volumes to Adyen in 2H20 or early TH21.
While the company has already switched over some volumes in the United States,
United Kingdom, and Germany to Adyen, the agreement between the companies has
certain gates that limit volumes until the end of 1H20. eBay processed approximately
$86 billion in Gross Merchandise Volume (GMV) through its marketplace in 2019. As
Adyen processed €240 billion in volumes in 2019 (or approx. $274 billion), eBay stands
to become one of the company's largest customers going forward.

Thanks to the company's roots in online and exposure to numerous online clients,
nearly 90% of Adyen's processed volumes are from online and mobile services. This also
exposes the company to the greater trend of services increasingly being digitized and
delivered online. In turn, Adyen has benefited (and looks poised to continue to benefit)
from the high revenue growth of numerous online services. See Chart 9 below.

EQUITY RESEARCH
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Chart 9 - IDC eCommerce Market Size Estimate and Potential Adyen Addressable Market

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

eCommerce Spending ($ Trillions) 2013A 2014A 2015A 2016A 2017A 2018A 2019E 2020E 2021E 2022E 2023E
Total B2C eCommerce Spending - Mobile 18 18 20 23 33 32 38 37 4.0 44 47
y/y growth (%) 19% 0% 13% 15% 45% -3% 18% -1% 8% 8% 8%
Total B2C eCommerce Spending - Desktop 39 4.1 44 47 6.6 57 6.7 6.9 73 77 8.1
y/y growth (%) 14% 5% 8% 7% 41% -15% 18% 3% 6% 5% 6%
Total B2C eCommerce Spending 5.6 5.8 6.4 7.0 9.9 8.9 10.5 10.6 113 12.0 12.8
y/y growth (%) 15% 4% 10% 10% 42% -11% 18% 1% 7% 6% 6%
Assuming Adyen's 20bps Take rate ($ billions) 11.2 11.6 127 14.0 19.9 17.7 20.9 21.2 22.6 241 25.6

Source: Jefferies, IDC Worldwide New Media Market Model (3Q19 Update)

If we utilize Adyen's approximately 20bps "take rate” and apply it to the total GMV of
online and in-app purchases ($10.5 trillion in 2019), we determine that Adyen's 2018
total addressable market (TAM) for online / in-app purchases was approximately $21
billion. If we expand the definition of Adyen's TAM to include the entire global payment
volume of $43.9 trillion in 2019, we estimate that Adyen's TAM was $88 billion.

EV to TAM Comparison

Adyen currently has a market capitalization of approximately €24 billion (or $27 billion)
and is therefore trading at a fraction of the size of its total addressable market. We do not
advocate valuing the stock on a "EV/TAM" basis, however, we believe the comparison
can be informative as it highlights the sheer size of Adyen's addressable market - even
when only focusing on online payments (and excluding in-store payments, which Adyen
has recently started addressing through its omnichannel approach to the market).
We caution that the TAM estimates above include contribution from China, where
realistically non-Chinese payments companies are not capable of acting as processor
or acquirer for domestic Chinese payments. Some market estimates size the Chinese
e-commerce market at 9.7 trillion Yuan in 2019 ($1.4 trillion) (e.g. iResearch market
estimate).

Nonetheless, if we fully exclude the Chinese e-commerce market, we estimate that the
non-Chinese global e-commerce market is approximately $9.1 trillion, which a 20bps
take rate implies an $18 billion market for e-commerce for Adyen. As such, we believe
that Adyen's currently valuation is partly predicated upon the company successfully
expanding into in-store commerce and also developing its card issuing business.

Impressive Customer Acquisition Economics — The Numbers Speak
for Themselves

Total Process Volume (TPV)

Adyen discloses an annual Total Processed Volume (TPV) churn rate of under 1%, and
that over 80% of processed volume growth has stemmed from existing merchants
(instead of new merchants). Based on these metrics, we calculate that 93% of TPV
in 2019 stemmed from existing merchants and that the remaining 7% was from new
merchants on-boarded in the period. Of the 93% of TPV from existing merchants, 29%
was growth from existing customers. See Chart 10.
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Chart 10 - Adyen Total Processed Volume (TPV) Growth
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Sales and Marketing (S&M) Expenses

We can estimate Adyen's total sales and marketing expense; the company discloses
that approximately 40% of staff were in "Commercial” functions in 2018 (i.e. sales
and account managers, partnership managers, marketing, etc.) as well as non-staff
sales and marketing expenses. We assume the same ratio has persisted into 2019. We
estimate that Adyen spent approximately €106 million in total sales and marketing in
2019. See Chart 11.

Chart 11 - Adyen Total Sales and Marketing Calculation

2017 2018 2019

Wages & Salaries (€m) 55.6 72.7 100.5
Social Security & Pension Costs (€m) 9.2 144 22.0
Other Operating Expenses (€m) 54.2 80.0 95.1
Sales & Marketing (S&M) (€m) 14.8 213 323
Other Non-S&M Operating Expenses (€m) 394 58.7 62.8
S&M Headcount Percentage 41% 40% 40%
Calculated S&M Expenses (€m) 57.5 79.6 106.4

Source: Jefferies, company data

Unit Economics Calculation

We note that Adyen shows strong customer acquisition economics, for every €1 the
company spends in sales and marketing expenses, it is currently capturing €155 in new
customer TPV (i.e. Adyen spent €106 million in 2019 S&M and captured €16.4 billion in
new customer TPV). We note that this assumes a 1% churn rate and no changes in TPV
(in reality TPV could be impacted by changes in revenue at Adyen's customers such as
due to economic downturns). If we compare Adyen's sales and marketing expenses to
total new TPV (new customer TPV and existing customer TPV expansion), this increases
to €773 million in new TPV for every €1 million in sales and marketing spend.

Given Adyen's "take rate"” of approximately 20bps, this implies that every €1 in sales and
marketing spend generates €1.50 in net revenue in a given year (from new customers
and from expansion). If we apply the 1% churn rate to the company's new net revenue,
we estimate a lifetime of the new revenue of 100 years, and thus we calculate a LTV :
CAC ratio of 155x in 2019.
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Chart 12 - Adyen Lifetime Value Calculation
Calculation assumes 20bps revenue take rate and 1% churn

2017 2018 2019

Total Processed Volume (TPV) (€m) 108,300 159,000 239,600
Existing Customer TPV (€m) 99,847 148,663 223,162
Retained TPV (€m) 65,637 107,316 157,410
Growth in Existing Customer TPV (€ém) 34,210 41,347 65,752
New customer TPV (€m) 8,453 10,337 16,438
S&M Headcount Percentage 41% 40% 40%
Calculated S&M Expenses (€m) 57.5 79.6 106.4
New Customer TPV : S&M Ratio 147x 130x 155x
New TPV Ratio : S&M Ratio 742x 649x 773x
Assume 20bps take rate (€m) 1.5 13 1.5
New Customer Net Revenue : S&M Ratio 0.3x 0.3x 0.3x
New Net Revenue : S&M Ratio 1.5x 1.3x 1.5x
LTV (€m) with 1% churn rate 8,533 10,337 16,438
LTV : CAC Ratio 148x 130x 155x

Source: Jefferies, company data

Entering Card Issuing Market

Adyen recently started entering the card issuing market, the company has started
offering prepaid cards in Europe, with plans for a US rollout in 2020. The company plans
to roll out these cards in the remaining markets the company operates in, in the future.
In Europe, the company is a licensed bank and will issue the cards directly, whereas
in the US the company relies on BIN sponsorship (Wells Fargo is the company's BIN
sponsor for merchant acquiring). Similar to its other products, card issuance is entirely
developed on Adyen’s technology platform, with the company on relying on a third-party
for card personalization services. We believe that Uber is a company that is already
employing Adyen's prepaid cards to pay some of its drivers.

Adyen's value proposition is that merchants who use Adyen for acquiring and prepaid
card issuing will not only gain the benefits of Adyen's single platform, but also from
Adyen offering immediate settlement of sales.

Entrance into the prepaid card market also helps Adyen recapture some of the fees in the
payment value chain. Adyen charges merchants on an interchange++ model, whereby
Adyen charges a fixed fee per transaction and then collects a fee that is typically a
percentage of the transaction value. As part of the variable fee, Adyen includes both fees
paid to the card networks and an interchange fee, which is paid to the card issuer. By
issuing cards, it allows Adyen to collect the interchange fee. In turn, if Adyen is suffering
from fee pressure in merchant acquiring, it can thus recapture part of these fees on the
other side of the value chain by issuing cards, or issuing cards could enable Adyen to
become more competitive on fees in its merchant acquiring business.

We expect that over time Adyen could enter into the broader debit and credit card issuing
market, and thus move beyond just prepaid card issuance.

Class Leading Economics When Benchmarked to Peers

We compare Adyen to 12 worldwide payment provider peers on the basis of ROCE
(Return on Capital Employed). We note that in our ROCE calculation, we are calculating
the metric as EBITDA on Capital Employed (and not EBIT on capital employed).
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While we could focus on EBITDA margins or other measures of profitability, we prefer
to focus on the ROCE metric as we believe the metric is more consistent across all
compared businesses and it eliminates the effects of some of the accounting choices
companies in our sample set have made (e.g. capitalization rates on R&D, capitalization
rates of sales costs, differences in revenue recognition, etc.). Some of these accounting
choices can heavily skew the data and we seek to avoid these discrepancies in order to
generate a relevant analysis.

Please see Chart 13 for the results of the comparison. We note that Adyen consistently
leads peers in the ROCE calculation, with a 28% ROCE, compared to an industry median
of 15% in the last reported fiscal year. We believe that a large part of the class-leading
metrics is down to Adyen's choice to:

Build a single unified platform across its entire product offering, which leads
to technology and business efficiencies. As Adyen expands into offering both
in-store and mid-market payments solutions, we question whether they will
contribute towards a further ROCE expansion.

Avoid all M&A, which is also linked to the company's desire to maintain a single

unified platform (as an aside we can note the many studies that have shown
the majority of corporate M&A to be destructive to shareholder value).

We believe the strength in ROCE is also an indicated that not only is Adyen maintaining
its high growth rates in a highly profitable manner, but that the company should be able
to sustain its continued high profitability levels in the future.

Chart 13 - Return on Capital Employed (ROCE) Comparison
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The ancillary conclusion we reach from the data is that ROCE does not necessarily
improve with scale, as many other payment vendors are not only larger than Adyen,
but have sought to increase their scale and reach of the businesses through M&A,
rather than strictly through organic growth. We believe that the M&A activity has been
a headwind for ROCE for many peers, and is likely only going to increase as a headwind
given increasing M&A valuations in recent years.

Investment Negatives

Partners Can Act as Gatekeepers Rendering Adyen Pricing
Uncompetitive

Adyen has entered into partnerships with numerous ecommerce platforms, such
as Shopify, salesforce.com (Demandware), and Adobe (Magento). While these

Ingenico
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partnerships are designed to smooth the adoption of Adyen's payment infrastructure
by retailers utilizing these ecommerce platforms, we note that in some cases (notably
Shopify) the platforms have started acting as gatekeepers imposing surcharges on
retailers employing Adyen over their in-house payment systems.

In Shopify's case, the company has imposed a surcharge of ranging from 0.5% to
2.0% (depending upon which Shopify plan is employed) on all payment providers other
than Shopify Payments. Shopify processed $61 billion in GMV (Gross Merchandise
Value) in 2019. We examine the surcharge strategy in Chart 14. We note that given
that Adyen prices on the Interchange++ model, we estimate that the combination of
interchange and network fees can range from 1.29% to 2.64% for Visa/Mastercard
payments, depending upon the card employed by the consumer (different cards have
different interchange fees).

Chart 14 - Shopify Payments Pricing and Surcharge Imposed on Adyen

Basic Shopify Shopify Advanced Shopify
Shopify Payments (online) $0.30 + 2.9% $0.30 + 2.6% $0.30 + 2.4%
Ad $0.12 + Interchange++ (Visa/Mastercard)
yen $0.12 + 3.95% (American Express)
Shopify Surcharge 2.0% 1.0% 0.5%
Effective Adyen Rate $0.12 + $0.12 + $0.12 +
(Visa/Mastercard) (3.29t0 4.64%) (2.29t03.64%)  (1.79 to 3.14%)

Source: Jefferies, company data

In such a scenario, we estimate that Adyen's pricing can remain competitive up to
approx. $200 baskets in a best case scenario (i.e. lowest fees) or be uncompetitive after
$20 baskets in a worst case scenario with the highest fees.

We believe the surcharge strategy from Shopify is likely to dissuade many retailers
from employing Adyen (or others) for payments and instead drive retailers to employ
Shopify's own payment solution.

While few online platforms currently are pursuing this strategy, there is a risk that other
online ecommerce platforms also enter the payment space and favor their own solutions
in a similar fashion to Shopify.

Mid-Market Focus Appears Inconsistent With Broader Company
Strategy

Adyen appears to be placing a greater emphasis on mid-market customers, which the
company defines as merchants generating less than €1 million per month in transaction
volume. We note that as of the company's 2H19 results, it changed the definition for
mid-market to now include merchants processing up to €25 million per year. While mid-
market volumes have grown from €1.9 billion in TH18 to €2.7 billion in 2H19 (under the
old definition), as a percent of total processed volumes, the mid-market proportion has
been declining from 2.7% to 2.0% over the same time periods (Adyen does not disclose
mid-market TPV data prior to TH18). The mid-market segment therefore appears to be
underperforming the remainder of Adyen’s business; management has noted as much,
on the TH19 earnings call management noted that it will "take a bit more time" prior to
the performance of the mid-market segment increasing. See Chart 15.
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Chart 15 - Mid-Market TPV Evolution (Under Old Definition)
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We believe the targeting of the mid-market is inconsistent with Adyen's broader strategy
of targeting large enterprises and the product set that the company has developed
for that market. Adyen believes that it can differentiate for enterprise customers by
providing a consistent product across various geographies and markets, and also
highlights the data it gathers and associated analytics that it can offer customers.
We believe both of those value propositions are likely to be valued more highly by
enterprises, compared to the mid-market which likely has simpler payment needs and
less sophistication. In addition, the company's current focus on omnichannel shopping
(marrying data from online and in-store shopping) is likely to appeal to large enterprises
over the mid-market and also appears inconsistent with the mid-market strategy.

Exposure to Economic Cycles and Consumer Spending

Due to the nature of Adyen's business where it accepts and processes payments,
and generates revenue based on the number and size of transactions the company
processes and acquires, the company is inherently exposed to spending trends in the
geographies it operates in. As such, there is arisk to the company's revenue in the event
of an economic downturn where consumers curtail their spending levels.

For example, Global Payments was publicly traded during the 2008-2009 economic
downturn and the company disclosed that in fiscal 2009 (ending 31 May 2009) in the
United States that the average dollar value of transactions declined in the "high single-
digit percentage range”. Similarly in Canada, the company also noted a decline in the
"low single-digit range" over the same period due to economic conditions.

Adyen Rents its Acquiring License in North America and Brazil

Adyen has not been able to procure local acquiring licenses in both North America and
Brazil, and thus has had to rely on renting an acquiring license from local banks in those
geographies in order to offer merchant acquiring capabilities. We believe that this is
primarily due to the payment networks limiting the amount of acquiring licenses that
they issue in a given market and Adyen not being able to obtain such a license. Adyen
relies on BIN (Banking Identification Number) sponsorship and we believe is relying on
Wells Fargo in North America and on Banco Bonsucesso in Brazil, and employing their
acquiring licenses.

This renting of the license does not come at no cost and is therefore likely reducing
the economics of the company's acquiring business in those markets. We believe that
the BIN sponsorship is the form of an annual fee, rather than a transactional or volume
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based fee. Unfortunately, Adyen does not disclose the fees it is paying for the renting
of licenses.

High Valuation Implies Continued Both High Growth and Continued
High Margins

While Adyen has many (previously outlined) traits that make it an attractive business to
invest in, we note that the valuation for Adyen is very high regardless of which metrics
an investor values the stock on. While the company's growth rates remain robust and
are expected to remain strong going forward (i.e. Street estimates imply a 35% revenue
CAGR from 2019 through 2024), Adyen is valued at 22x EV/2021 net revenue and 36x
EV/2021 FCF - we note that this FCF definition includes the merchant liabilities and
balances and as Adyen has been growing merchant balances faster than offsetting
liabilities (i.e. building cash), this metric would be much higher if Street estimates were
adjusted. On Jefferies' numbers, adjusting for merchant liabilities and balances, we
estimate that Adyen is trading at 44x EV/2021 FCF. See Chart 16.

In addition, the assumptions required in a discounted cash flow analysis to reach its
current valuation assume a continuation of strong revenue growth and continued strong
leverage in the business or growth in cash flow in future years, which may not be
realized. While this is arisk, we currently do not see anything in this business model that
would preclude Adyen from continuing to gain leverage as the business grows in scale.

Chart 16 - Adyen Implied Valuation

€ millions, unless stated otherwise 2019 2020 2021 2022 2023 2024

Net Revenue 497 677 935 1,250 1,643 2,190
y/y growth (%) 42% 36% 38% 34% 31% 33%

EBITDA 279 389 554 767 998 1,338
EBITDA Margin (%) 56% 57% 59% 61% 61% 61%

FCF (OCF - CapEx) 514 363 565 798 1,247 2,100
FCF Margin (%) 104% 54% 60% 64% 76% 96%

Adyen Stock Price (€) 725

Adyen Enterprise Value (EV) 20,294

EV/Net Revenue 41x 30x 22% 16X 12x 9x

EV/EBITDA 73x 52x 37x 26x 20x 15x

EV/FCF 39x 56x 36x 25x 16x 10x

Source: Jefferies, Visible Alpha

We show Adyen'’s historical EV/FCF (on a 1-year forward basis) and compare it to peers
in Chart 17. We note that Adyen has historically been trading at a large premium to the
remainder of the sector, however valuation appears to be gradually converging towards
that of the sector. We believe this premium is due to the high growth rates exhibited by
the company as well as the technology differentiation compared to many of its peers.
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Chart 17 - Adyen vs Payments Sector Average EV/FCF Valuation
Note: Average includes Ingenico, Network Internatinoal, Nexi, Wirecard, and Worldline
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Source: Jefferies, FactSet

Valuation Summary

Our €882 price target was derived via a discounted cash flow (DCF) analysis. We
employ conservative assumptions where appropriate since we believe this to be the
best valuation methodology to approximate the intrinsic value of a stock.

However, we acknowledge the potential for extreme variability in assumptions among
practitioners of DCFs, so we complement our analysis with a discussion of the value of
Adyen relative to its existing free cash flow (FCF). Our price target assumes an EV/2021
FCF multiple of 52x, versus the 43x forward multiple Adyen trades at today.

We also analyze relative multiples of comparables in the payments vertical. Adyen
trades at a significant premium to most payment companies both EV/Revenue and
EV/FCF bases, however the company also boasts both some of the strongest revenue
growth rates and margin profiles. See Chart 18 for a summary.

Chart 18 - Adyen Comparables

Values in Millions

Market Revenue

Enterprise

EQUITY RESEARCH
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EV/Revenue

Company Ticker Rating Cap Value 2020 2019A

2020E 202 2019A

Payments Companies - Europe Listed

Network International Holdings Plc NETW-GB $3.46 Hold $3.90 $2,152 $2,485 335 368 419 60 54 113 7.4x
Nexi S.p.A. NEXI-IT €12.12 Buy €18.00 €7,606 €11,282 €984 €1,092 €1,182 €222 €261 €318 11.5x
Wirecard AG WDI-DE €101.76 NC - €12,574 €10,268 €2800 €3450 €4410 €449 €649 €893 3.7x
Worldline SA WLN-FR €52.20 Buy €73.00 €9,485 €10,181 €2,382 €2482 €2673 €288 €344 €460 4.3x

€10,225

6.8x 5.9x 41.7x
10.3x 9.5x 50.7x
3.0x 2.3x 22.9x
4.1x 3.8x 35.4x

45.9x
43.2x
15.8x
29.6x

21.9x
35.5x
11.5x
22.2x

€ 8,502

Payments Companies - US Listed

EVO Payments, Inc. Class A EVOP $13.49 NC - $510 $988 598 484 610 23 160 141 1.7x 2.0x 1.6x 43.0x 6.2x 7.0x
Global Payments Inc. GPN $133.23 Buy $235.00 $40,281 $48,678 5267 7,606 8,326 853 2179 2,506 9.2x 6.4x 5.8x 57.0x 22.3x 19.4x
PAR Technology Corporation PAR $11.54 Buy $35.00 $191 $229 187 233 - (8) (11) - 1.2x 1.0x 0.0x -29.8x -21.2x 0.0x
PayPal Holdings Inc PYPL $93.82 Buy $140.00 $111,364 $102,705 17,772 20,791 24,245 3,857 4,610 5306 5.8x 4.9x 4.2x 26.6x 22.3x 19.4x
Square, Inc. Class A sQ $46.89 Hold $85.00 $22,760 $21,599 2274 2,607 3317 338 179 780 9.5x 8.3x 6.5x 63.9x 120.7x 27.7x
StoneCo Ltd. Class A STNE $20.58 NC - $25,234 $28,034 2,576 3215 4,331 (366) 858 1,737 10.9x 8.7x 6.5x -76.7x 327x 16.1x
Payments Companies - Other Listings

Cielo CIEL3-BR 4.26 NC - 11,571 15,809 12,199 12,133 12,946 3,418 3,465 1,956 1.3x 1.3x 1.2x 4.6x 4.6x 8.1x

ADYEN-NL €20,678

€ 24,875

Adyen NV (at Price Target)

Source: Jefferies, FactSet

A detailed discussion of Adyen's valuation and our valuation methodology is included
in the “Valuation” section later in this report.

Addressable Market

Adyen offers merchant processing and merchant acquiring solutions on a global basis.
The company has also recently entered the card issuing segment of the market,
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although its offerings in card issuing are currently limited and primarily centered on
prepaid cards.

Adyen's Addressable Market

We review the size of the global payments market in Chart 19. According to the Nilson
Report, global payments volumes totaled $41 trillion in 2018 and have grown at an 11%
CAGR from 2011 through 2018. Global payments are forecast to total $72 trillion in 2027,
a 7% CAGR.

Chart 19 - Global Payments Volumes

EQUITY RESEARCH

Adyen N.V. (ADYEN NA)

2015A 2016A 2017A 2018A 2019E 2020E  2021E  2022E 2023E  2024E  2025E
Total Volume ($ trillions) 313 319 345 406 439 474 50.8 539 57.1 60.3 63.6
y/y growth (%) 9% 2% 8% 18% 8% 8% 7% 6% 6% 6% 6%
Assuming Adyen's 20bps Take rate ($ billions) 62.6 63.8 68.9 81.2 87.8 948 1015 107.8 1142 1206  127.2
Source: Jefferies, The Nilson Report
Adyen operates on a global basis, and offers merchant processing services in nearly
every country around the world (exceptions are primarily for countries where the
company can not operate in, such as processing domestic payments in China, North
Korea, etc.). For merchant processing, the company charges a flat €0.10 fee per
transaction in Europe and Africa (and $0.12 in the rest of the world) at list prices.
Chart 20 - Merchant Processing (Gateway) Global Market Size
Purchase Transactions (billions) 2018 2028
CAGR
Canada 6 12 7%
United States 104 173 5%
Latin America 23 72 12%
Europe 79 173 8%
Middle East & Africa 8 38 17%
Asia Pacific 149 386 10%
Purchase Transactions (billions) 369 854 9%
x Adyen Processing Fee (€0.10) €0.10 €0.10
Adyen Addressable Market - Processing (€b) €36.9 €854
Source: Jefferies, The Nilson Report
Adyen has however expanded its offering to now also include merchant acquiring
in many geographies (Europe, North America, Brazil, Australia, etc). We expect the
company to continue expanding the geographic reach of its merchant acquiring
business overtime and to cover additional countries in the future. Through this shift,
Adyen is now expanding up the payments value chain, and thus able to capture greater
fees.
Adyen's business predominantly serves businesses for online/in-app payments; 88% of
Adyen's processed volumes stems from these channels, although this is decreasing as
Adyen continues expanding into in-store payments. We therefore review estimates for
online eCommerce spending
IDC estimates that worldwide B2C eCommerce spending (desktop and mobile) totaled
$8.9 trillion in 2018 and will grow to $12.8 trillion in 2023 (8% CAGR), which is a slower
growth rate than then 10% CAGR from 2013 through 2018. See Chart 21.
6 April 2020 18
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Chart 21 - Global eCommerce Market Size

EQUITY RESEARCH
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eCommerce Spending ($ Trillions) 2013A 2014A 2015A 2016A 2017A 2018A 2019E 2020E 2021E 2022E 2023E
Total B2C eCommerce Spending - Mobile 18 18 20 23 33 32 38 37 4.0 44 47
y/y growth (%) 19% 0% 13% 15% 45% -3% 18% -1% 8% 8% 8%
Total B2C eCommerce Spending - Desktop 39 4.1 44 47 6.6 57 6.7 6.9 73 77 8.1
y/y growth (%) 14% 5% 8% 7% 41% -15% 18% 3% 6% 5% 6%
Total B2C eCommerce Spending 5.6 5.8 6.4 7.0 9.9 8.9 10.5 10.6 113 12.0 12.8
y/y growth (%) 15% 4% 10% 10% 42% -11% 18% 1% 7% 6% 6%
Assuming Adyen's 20bps Take rate ($ billions) 11.2 11.6 127 14.0 19.9 17.7 20.9 21.2 22.6 241 25.6

Source: Jefferies, IDC Worldwide New Media Market Model (3Q19 Update)

On a net basis, Adyen is currently capturing approximately 20bps of the total processed
volume (TPV) on its platform (this also accounts for 72% of Adyen's processed volumes
being acquired and for the remaining 28% Adyen is only acting as a gateway). We can
therefore estimate that the net revenue potential of the global payments market to
Adyen was $81 billion in 2018 if Adyen maintained this 20bps take rate.

Acquiring Market Share

As approximately 88% of Adyen's 2019 payment volumes stemmed from online and
mobile channels, we review the market share of leading web acquirers in the United
States, Europe and Asia. Web acquiring includes e-commerce (i.e. online payments) as
well as in-app payments. We note that the United States data is for Card Not Present
(CNP) transactions, and thus also includes telephone and mail orders, however we
believe those volumes to be small in comparison to web and in-app volumes.

We note that Adyen is not present in any of the groupings as the company's European
acquiring volumes were not sufficient for inclusion in the list. It is only over the last
several years that Adyen has focused on in-house acquiring, rather than relying on third-
party party banks for acquiring of payment volumes, acquiring volumes represented
over 70% of Adyen's payment volumes in 2019. We believe that volumes that Adyen
generates for international customers are frequently also not counted as local volumes.
See Charts 22, 23, and 24.

The top-10 web acquirers in Europe acquired 9.8 billion transactions in 2018, with a total
volumes of $553 billion. The top-10 web acquirers in the United States acquired 22.5
billion transactions in 2018, with a total volume of $1.7 trillion. The top-10 web acquirers
in Asia acquired 2.8 billion transactions in 2018.

Chart 22 - Top Web Merchant Acquirers by Transaction Count in Europe (2018)
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Chart 23 - Top Web Merchant Acquirers by Transaction Count in the United States
(2018)
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Chart 24 - Top Web Merchant Acquirers by Transaction Count in Asia (2018)
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Company Profile and Historical Perspective

Adyen was founded in 2006 by Dutch entrepreneurs, including Pieter van der Does
(current Adyen President and CEO) and Arnout Schuijff (current CTO), who both
previously worked at Bibit, a company they sold in 2004. Adyen signed its first global
merchant in 2009. Adyen is focused on building a modern payment infrastructure
directly connected to card networks and supporting local payment methods across the
world.

The company had over 3,500 customers as of 2018, has 987 employees as of TH19, and
is headquartered in Amsterdam, The Netherlands, with offices across the world.

It went public in June 2018, issuing 3.9 million shares at a price of €240.

Corporate Overview and Business Model Discussion

Adyen is a leading payments solutions vendor, which has developed its own technology
in-house. The company's focus has primarily been on online and in-app payment
methods, it has only recently started offering omnichannel solutions (whereby it offers
in-store payment solutions). Adyen has typically targeted large enterprises, but recently

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.

20



This report is intended for info@vfb.be. Unauthorized distribution is prohibited.

| Jefferies

also started targeting mid-market customers. The company offers merchant solutions,
which include merchant processing and acquiring, and has only recently started to enter
the card issuing business by issuing prepaid cards.

Acquirers such as Adyen are required to obtain licenses from the card networks in order
to underwrite merchants and for the merchants to be able to accept payments via the
card networks. This also enables the acquirers to settle funds to the merchants via the
acquirer's processing platform. We note that acquirers are financially liable to the card
networks for the settlement risk in the event of a merchant default, if the merchant can
then not provide products or services to shoppers.

Obtaining acquiring licenses has enabled Adyen to process payments domestically in
a market, which in turn typically leads to higher authorization rates on transactions
and lower processing costs, and can also lead to faster merchant payouts. In addition,
local acquiring licenses for domestic payment networks frequently result in lower
interchange fees and card network fees, which benefits the merchants that Adyen
serves thanks to the company's cost-plus pricing model.

Adyen has been gradually increasing the number of acquiring licenses that it has
obtained from the card networks. The company's acquiring markets include: the United
States, Canada, Brazil, Australia, New Zealand, Hong Kong, Singapore and Europe.

In addition, Adyen has chosen to only offer gateway services to certain industries and
merchants, which are often those that sell goods or services far in advance of delivery
of the goods or services. By providing gateway services to these, merchants, Adyen has
sought to reduce its financial risk exposure in the event of merchants defaults. One
notable industry that we are aware of that Adyen only offers gateway services to is the
airline industry.

Pricing Model

Adyen earns the majority of its revenue from merchants on a per transaction basis
by charging processing and settlement fees. The company charges a processing
fee, which is a fixed fee per transaction. Where Adyen offers acquiring services (e.g.
authorization, reconciliation, and risk management), Adyen charges a settlement fee
using the interchange++ model, which is usually a percentage of the transaction value,
and typically includes the interchange and payment network fees, as well as a mark-up
for Adyen. 73% of processed volumes in 2H19 were "full stack”, where Adyen is acting
as an acquirer.

Adyen'’s net revenue is not impacted by increases in interchange and payment network
fees as the company passes these fees on to merchants and structures its contracts
as such.

In markets where Adyen offers acquiring services but does not hold a full acquiring
license (e.g. United States, Brazil), the company relies on a BIN sponsorship license, and
thus the company's net revenue is lower in these markets due to the fees paid to local
acquiring banks. We believe the BIN sponsorship is in the form of an annual fee, rather
than a fee based on volumes.

The company's fees consist of two components:

A processing fee: the company charges €0.10 in Europe and Africa or $0.12 in the
rest-of-world.

A settlement fee: Adyen charges this fee in markets where the company acts as an
acquirer (and not just a processor). This fee is typically a variable component based on
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the transaction value and follows either the interchange++ model or is a percentage
of the total transaction value.

Adyen also charges fees for chargebacks, refunds, and reconciliations, however it no
longer discloses those fees. The company does not charge fees for set-up, early contract
termination, annual or monthly fees, or gateway fees.

As volumes increase, merchants are able to negotiate lower fees per transaction with
Adyen, which in turn decreases Adyen’s net revenue as a percentage of processed
volumes (i.e. "take rate"). Adyen's goal is to ensure that each additional Euro processed
increases its net revenue such that the positive impact from increases in processed
volumes outweigh the negative impact from fee decreases related to volume discounts.
In turn, this should lead to increases in total operating income.

As a consequence of this strategy, mid-market merchants, which are being increasingly
targeted by Adyen, will generally pay higher fees compared to large merchants due to
the differences in processed volumes. Adyen defines mid-market merchants as those
generating less than €25 million per year in volume (Adyen changed its definition of
mid-market as part of its 2H19 earnings from the prior €1 million per month in volume).
The mid-market represented 3.6% of total processed volume (TPV) in the second half of
2019 (or 2.0% of TPV under the old definition).

Revenue Components

Adyen earns revenue on a per transaction basis; revenue reflects payments made
to Adyen for services performed, which include any interchange and other fees that
Adyen passes on. Adyen's gross revenue consists of processing fees and settlement
fees charged to merchants, as well as revenue from sales of POS solutions and other
services. Revenue sources are as follows:

Processing fees: fixed fees per transaction paid by merchants, including where Adyen
only acts as a gateway. These fees are recognized as revenue by the initiation of a
payment transaction on Adyen's platform.

Settlement fees: fees paid by merchants, typically as a percentage of transaction
value where Adyen offers acquiring services. These fees are recognized as revenue
when a payment transaction has been completed (settled with a merchant) and
include interchange and payment network fees.

Sales of goods: revenue from sales of POS goods/inventory that are typically
recognized at the point in time when Adyen has delivered the POS terminal/
accessories and the transfer of control to the merchant has been completed

Other services: other services revenue includes foreign exchange service fees,
chargeback letter fees, refund fees, among others.

Net revenue consists of gross revenue, net of costs of inventory and costs incurred
from financial institutions. In turn, costs of inventory primarily consists of the purchase
of products for resale, such as POS terminals. Costs from financial institutions are
comprised of interchange and payment network fees. Interchange fees are paid to card
issuers via the payment networks for each card transaction and the payment network
fees are fees from the payment networks to operate their networks.

We believe that Adyen’s reported net revenue most closely represents gross income for
the business as net revenue also excludes all cost of goods sold (e.g. for POS terminals).
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Renewal Rates

Adyen has disclosed that the churn rate of its merchant base has been below 1%
since 2015. We note that merchant additions or losses can have significant impacts on
the number of transactions and processed volumes, particularly in the case of larger
merchants.

Channel Presence

Adyen primarily distributes its products through its own sales force. The company
has largely avoided reseller relationships; we believe that the only notable reseller
relationship that the company has is with Barclays.

Adyen has also entered into relationships with ecommerce platform vendors (e.g.
Magento, Salesforce/Demandware, etc.) in order to be distributed through and
integrated into these platforms.

Relevant Partnerships

Adyen'’s primary partnerships are with its acquiring and local payment partners. Adyen
also partners with banks, POS terminal providers that produce the terminals that Adyen
provides to merchants using Adyen's POS solution.

In order for Adyen to engage in the acquiring of payments, Adyen requires an acquiring
license in each market from the card networks. In some markets, Adyen does not
possess a license from the card networks and thus rents a license from a local acquiring
bank (BIN sponsor). In North America, Adyen rents Wells Fargo's license and in Brazil
it rents

Banco Bonsucesso's license.

In the United States, Adyen is also a third party payment processor for Wells Fargo Bank
and Deutsche Bank.

In addition, Adyen also partners with numerous technology and software companies to
provide integrations of its solutions with those of the partners.

Competition

Adyen competes against a number of businesses along the payment value chain,
including the following:

Incumbent payment service providers as well as banks (and their joint ventures).
On a world-wide basis, this includes PayPal, Bank of America Merchant Services,
Worldpay, First Data Corporation, Chase Paymentech, Barclaycard, Global Payments,
Cielo, Elavon, Ingenico, Wirecard, and Worldline.

Non-traditional payments processors and other parties entering the digital payments
industry, such as Stripe, Klarna, Square and Braintree (PayPal), which may compete
in one or more of the functions performed in processing merchant transactions.
Merchants and merchant associations providing proprietary payment networks to
facilitate payments within their own retail network, such as Amazon and Alibaba.
Gateways, including POS gateways or providers of card readers for mobile devices or
point of sale ("POS") and multi-channel technologies (e.g. Ingenico and Oracle).
Services that provide online merchants the ability to offer their shoppers the option
of paying for purchases from their bank account or paying on credit (e.g. PayPal).
Issuers or providers of "digital wallets" which offer shoppers the ability to pay online
and/or on mobile devices the ability to send and receive payments through their bank
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account and mobile payment services between bank accounts, such as Monzo and
Venmo.

Seasonality and Linearity

The last quarter of the year typically features higher transaction volumes thanks to the
holiday period in many markets. As a consequence, this period is generally a higher
revenue period for Adyen compared to the other quarters.

Beyond this seasonality, revenue tends to be driven by the on-boarding (or loss) of
merchants in a given period.

Vertical Distribution

Adyen operates does not provide information regarding the vertical distribution of its
customers. The company operates across industries, most notably in retail, travel,
digital services, hospitality, and marketplaces.

In terms of concentration, Adyen's top-10 merchants provided 47% of gross revenue in
2018 (and 31% of net revenue). Adyen's largest two customers each provided more than
10% of gross revenue (both of these customers provided less than 10% of net revenue).
These revenue concentrations indicate that the largest customers pay lower fees to
Adyen.

Operating Expenses

Adyen does not disclose exposures by functional category (e.g. research & development,
sales & marketing, etc), rather by nature (e.g. personnel expenses, etc.). Nonetheless,
Adyen discloses that approximately 41% of the company's employees are "Tech” related
and 40% are "Commercial” (sales & marketing). Adyen's expenses are comprised of the
following:

Wages and salaries: Wages and salaries consist of salary and wage-based
compensation paid to employees (including stock-based compensation).

Social securities and pension costs: Social securities and pension costs consist of
social security contribution and pension contribution paid by Adyen. Adyen's pension
plans are defined contribution plans, thus pension contributions result in no further
payment obligations once paid and expenses are recognized when due.
Amortization and depreciation of tangible and intangible fixed assets: Amortization
and depreciation of tangible and intangible fixed assets consist of amortization of
intangible assets as well as the depreciation of plan and equipment.

Other operating expenses: Other expenses includes office rent, office costs, IT
expenses, sales and marketing, travel and staff expenses, advisory and consulting
costs, insurance, and merchant default costs.

Capitalized Costs

Adyen capitalizes internally generated software costs and amortizes them on a straight-
line basis with an estimated useful life of five years. As of the end of 2018, Adyen was
carrying a net book value of €5m in capitalized software costs on its balance sheet.

Long-Term Financial Model
Adyen has provided the following ambitions:

Revenue: Adyen aims to continue growing its net revenue and achieving a revenue
growth CAGR in the mid-twenties to low-thirties range over the medium term.
EBITDA margin: Adyen expects to increase its EBITDA margin to over 55% long-term.

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.

24



This report is intended for info@vfb.be. Unauthorized distribution is prohibited.

| Jefferies

Capital expenditures: Adyen expects to have capital expenditures of up to 5% of net
revenue over the medium term.

Dividend policy
Adyen does not currently pay a dividend as the company is using retained earnings to

support its growth strategy going forward.

As Adyen obtained a banking license in 2017, the company is subject to capital and
liquidity requirements. We note that any distribution of dividends is subject to regulatory
restrictions set out in CRR (Capital Requirements Regulation) and CRD IV (Capital
Requirements Directive 2013/36/EU, as implemented in Dutch law). Adyen will be
prevented from distributing dividends in circumstances where the relevant dividend
payment would cause its CET1 (Common Equity Tier 1) to:

reach a level where Adyen no longer meets its CBR (combined buffer
requirement),

would cause its distributable items (as defined in CRR) to be exceeded or

3) if Adyen no longer meets its CBR and when aggregated together with other
distributions of the kind referred to in article 3:62b Dutch Financial Supervision
Act implementing article 141(2) of CRD IV, would cause the relevant maximum
distributable amount to be exceeded.

Adyen currently has a CBR of 2.5% imposed on it by the Dutch Central Bank.

Last, the law implementing CRD IV and CRR allows the Dutch Central Bank to restrict or
prohibit dividend payments if it views such a measure as needed to strengthen Adyen's
capital in view of prudential requirements.

Patents

Adyen does not have any patents of note.

Legal Issues

Adyen has no notable legal issues outstanding.

IPO / Secondary Terms

Adyen went public on 13 June 2018, raising €947 million in net cash for existing
shareholders (before an estimated €25.2 million in fees). No new shares were issued.
3.9 million shares of common stock (including a 408 thousand over-allotment option
exercised by the underwriters) were sold to the public at €240 per share.

MR&A Strategy and History

Adyen has not engaged in any M&A (or disposals) and has instead focused on
organically developing its platform and offering.

Management and Supervisory Board Profiles

We provide details on Adyen's management board and supervisory board members
below.
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Products and Technology

Platform

Adyen's platform integrates the full payments stack, it integrates the gateway (or POS),
risk management, and acquiring and processing into a single integrated platform. This
approach is designed to provide Adyen with insights into the payments flow. Adyen
employs machine learning technologies and performs data mining in order to generate
insights to merchants on transactions from the payments flow. See Chart 27 for a
depiction of Adyen's payment stack.

Chart 27 - Adyen Payment Stack

Source: Jefferies, company data

Adyen's single platform simplifies management of the platform, offers operational
efficiencies, and enables increased agility in quickly launching new features. The
platform has been fully developed, and is run, in-house, and all new features have
been designed with the ability to scale in mind. Adyen's proprietary software for its
platform runs on open source technology and remains largely independent of software
commercially licensed from third parties.

Adyen believes that not being limited by third party software in its core operations
has been a key factor behind its ability to rapidly increase the number of transactions
that the platform can process. Adyen also believes that managing all operations in-
house helps to maintain a high level of security and performance. The end-to-end
control further enables flexibility for Adyen to combine platform components in different
configurations to meet the various needs of its merchants and allow for scalability.

As part of its platform, Adyen offers direct credit and debit card acquiring and processing
capabilities, whereby Adyen connects directly to the major card networks. Adyen
platform is also connected to local payment methods, such as AliPay, WeChat Pay and
iDeal. Adyen integrates local payment solutions directly into the same platform as the
rest of the company's offerings. This enables merchants to implement a single solution
to provide their offerings to shoppers across sales channels and on a worldwide basis.

Additional Products and Services

Adyen offers its merchants tools to integrate Adyen's processing and settling services
into their various sales channels via Adyen Checkout. Adyen Checkout functions as a
front-end to Adyen's platform and caters to online, mobile and in-store transactions.

Adyen Checkout
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Adyen Checkout is designed to generate higher shopper conversion through built-in
personalization and localization tools, shopper preferences, and risk profiles. Adyen
Checkout also provides traceability of where shoppers are in the payment flow.

Adyen Checkout supports Adyen's full range of payment methods, including major card
networks and local payment methods, as well as conversion optimization features.
Adyen Checkout is designed to support a wide range of devices, screen sizes and
software development environments. Adyen Checkout supports numerous ways of
integration into a merchant's architecture: it can be integrated with full control on an
API level, or by leveraging Adyen's software development kits (SDK).

Terminal API

Adyen Checkout can be used for online, mobile and in-store payments. Adyen offers
a terminal API (Application programming interface) as part Adyen Checkout, which
enables Adyen Checkout to be integrated in-store.

Adyen provides its terminals (which are produced by a third party) directly to merchants
for out-of-the box use with Adyen's terminal APIl. The terminal APl communicates
directly to the terminal, as well as to Adyen's platform, which allows for the unification
of all payment processing activities. The terminal APl enables the integration of all
payment methods, payment processing features, and terminals the merchant is using
via Adyen.

For merchants that only use Adyen's processing services in-store, the terminal APl can
be integrated on a stand-alone basis. The terminal APl is also part of Adyen Checkout,
so merchants accepting payments on multiple channels have direct access via Adyen
Checkout.

Adyen's terminals are NFC (nearfield communication) enabled and support a wide range
of key mobile and local payment methods, including AliPay, WeChat Pay, Apple Pay and
Google Pay.

Marketplace Solutions (Adyen MarketPay)

Adyen MarketPay is a payment and payout solution for marketplaces (i.e. enabling
marketplaces to pay out to users/merchants). Adyen MarketPay is designed to be a
"one-stop-shop” solution for marketplaces to offer their services globally. This solution
is an extension of the Adyen platform; it includes automated and secured on boarding
of sub-merchants, the ability to automatically split payments between merchant funds
and sub-merchant payouts, optimized payout facilitation, and managed compliance.

Through Adyen MarketPay, Adyen executes KYC and anti-money laundering checks
in compliance with global regulatory requirements. We note that although Adyen
supports marketplaces in their regulation and compliance requirements, the primary
responsibility remains with the marketplaces.

Data-enabled Products
Adyen offers several data enabled products, which include the three main offerings:
RevenueAccelerate, RevenueProtect, and Shopper Insights.

Authorization Rate Optimization ("RevenueAccelerate”)

RevenueAccelerate is a data driven suite of automated tools, which work in the
background of each payment to increase authorization rates and revenue.

RevenueAccelerate uses machine learning and data mining techniques to build logic
to adapt both the format and route of each payment request in real-time, targeting the
highest chance of an approval from the issuing bank. RevenueAccelerate's features

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.

28



This report is intended for info@vfb.be. Unauthorized distribution is prohibited.

| Jefferies

include intelligent payment routing, dynamic card validation, auto-retries and account
updating. All of these features work automatically and in tandem to provide merchants
with increased authorization rates. RevenueAccelerate is designed to automatically
adapt to changes that are made in the payment ecosystem.

Fraud Prevention ("RevenueProtect”)

RevenueProtect also uses machine learning and data mining to screen transactions
for fraud. RevenueProtect performs a number of checks resulting in a total score for
every transaction, which gives an indication of the likelihood of the transaction being
fraudulent.

Merchants can configure scoring rules, and Adyen also offers manual review interfaces
and outsourcing services. As part of RevenueProtect, Adyen's has implemented
ShopperDNA, a proprietary transaction-linking algorithm.

ShopperDNA creates a holistic view of related transactions across a merchant's entire
history, allowing Adyen to identify fraudulent transactions and shoppers. ShopperDNA
is aimed at reducing fraud rates.

Shopper Insights

Adyen offers data-driven reporting via its merchant user interface, its reporting service,
and through general data enablement in the payment responses Adyen's merchants
receive via APIs. Adyen's enables merchants to analyze their payments and shopper
data and it provides 'out-of-the-box’ insights tools for merchants.

Banking Products

Adyen obtained a European banking license in 2017, which enables the company to offer
payment processing services with direct settlement of funds from an Adyen account to
the merchant accounts.

Adyen also intends to offer multi-currency accounts to merchants, however they will
only be offered in conjunction with Adyen’s payment processing service, with the aim
of improving the settlement flow to merchants.

Adyen also plans to offer Sales Day Payout, a pre-financing service for merchants where
Adyen credits merchant bank accounts with respect to the payment transactions that
have been approved, but not yet settled through the relevant card networks or acquirers.
Adyen currently only supports Sales Day Payout for payment methods contracted and
settled through Adyen.

Technology

Adyen's technology platform started development when the company was founded and
has been entirely built in-house. Some of the key focus areas for the company were
scalability, security, and performance. The company has met each of those three key
points as follows:

Scalability: Adyen's technology stack is built on open-source software and thus largely
independent from commercial third-party software vendors. The platform employs
a modular approach (using a service oriented architecture) and is also designed
such that transactions can be processed over multiple independent servers, providing
scalability to the platform. This modular approach is designed to enable Adyen to
selectively develop individual parts of its services.

Security: Adyen's platform continuously monitors activity and anomalous data is
analized for potential unauthorized activity. Adyen's platform is compliant with PCI
DSS (Payment Card Industry Data Security Standards).

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.

29



This report is intended for info@vfb.be. Unauthorized distribution is prohibited.

| Jefferies

Performance: Adyen's technology runs in six data centers around the world, in order
for payment requests to be handled by the servers that are closest to the merchant
or shopper. Systems are in separate data centers in Europe, the United States, and
Australia. Adyen does not employ public cloud services for payment processing.

Adyen's technology strategy revolves around following a merchant-driven strategy,
whereby Adyen prioritizes new developments that can serve leading businesses in a
given vertical and then be rolled out to Adyen's entire platform and user base. Adyen
follows a development process whereby it continuously improves its products and
quickly launches new features, and subsequently iterates upon them. The company
typically releases improvements to its core system on a weekly basis.

Ownership

Approximately 28% of outstanding Adyen shares are currently held by institutional
investors who invested in Adyen prior to the company's IPO.

We highlight that the two co-founders of Adyen currently hold 9.5% of shares
outstanding in the company on a combined basis. In addition, Mr. Prins, who joined
Adyen in 2009, holds approximately 1% of shares outstanding. See Chart 28.

Chart 28 - Adyen Ownership

Percent of Shares

Notable Institutional Shareholders Number of Shares ) As of
Outstanding
Temasek Holdings 2,395,000 8.09% Dec-2018
Partners in Equity 1,282,000 4.33% Dec-2018
Iconiq Strategic Management 1,268,000 4.28% Dec-2018
Ark B Holding 900,000 3.04% Jan-2020
Bridford Music 876,000 2.96% Sep-2019
General Atlantic 853,000 2.88% Jan-2020
Index Ventures 817,000 2.76% Feb-2020
Executive Officers and Directors Number of Shares Percent of S.hares As of
Outstanding
Arnout Schuijff 1,614,000 5.45% Aug-2019
Pieter van der Does 1,203,000 4.06% Aug-2019
Roelant Prins 338,000 1.14% Feb-2020

Total Shares Outstanding (Basic) 29,596,056

Source: Jefferies, company data

In addition, Adyen has granted eBay four tranches of warrants giving it the ability to
acquire 1.25% of the company's diluted outstanding shares (as of 31 January 2018) per
tranche, for a total of 5.00%. Each tranche is linked to eBay meeting certain milestones
related to processed volume on a calendar basis. When the milestone is met, the tranche
becomes exercisable, until the warrants expire on 31 January 2025. A maximum of two
tranches can vest any calendar year. We do not believe that any of the milestones have
yet to be met.

The exercise price for the first two tranches is equal to the company's IPO price and the
exercise price for the latter two tranches is equal to the price of Adyen’s stock on the
date that eBay meets its commitments relating to the second tranche.

The tranches also contain specific exercise clauses if Adyen is acquired by a non-
strategic acquirer through 2021. We do not believe that Adyen is likely to enter into
similar agreements with other merchants.

EQUITY RESEARCH
Adyen N.V. (ADYEN NA)

6 April 2020
Please see important disclosure information on pages 39 - 44 of this report.
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Valuation

DCF

Valuation Methodology

We utilize a discounted cash flow analysis (DCF) to estimate the intrinsic value of a
stock. We recognize that there are drawbacks to this approach in terms of both the
flexibility the user has when structuring the model and with the assumptions that are
used. Taking this into consideration, we apply what we consider to be conservative
assumptions where appropriate.

DCF Conclusion

Our €882 price target implies 22% upside to current levels and is based on the base
scenario of our DCF. This scenario assumes successful model execution continues for
the next five years, after revenue begins to moderate towards the terminal growth rate.
For our forecast period, we assume a risk-free rate of 3.0% and calculate a cost of equity
of 9.0% (as the company has no debt, the Weighted Average Cost of Capital is equal to
the cost of equity). The upside scenario of our DCF implies a more positive outcome,
with increased growth and margin improvement. The downside scenario implies a less
optimistic outcome, with challenges for Adyen in achieving its growth and margin
ambitions. Please see Chart 29 for our DCF.

Chart 29 - Adyen Discounted Cash Flow (DCF) Analysis

Adyen NV
Discounted Cash Flow (DCF) 2017A  2018A  2019A  2020E _ 2021E _ 2022E _ 2023E _ 2024E __ 2025E _ 2026E__ 2027E__ 2028E _ 2020E _ 2030E___ 2031E___ 2032E __ 2033E __ 2034E___Terminal
FYend  2020-12:31 [ Historical T Growih T —Transition T — Waturation T Terminat |
Net Revenue (IFRS) €m 218 349 497 675 944 1,278 1,655 2,110 2,637 3,231 3877 4458 4904 5272 5,535 5812 6,045 6,226
YoY growtn % 59.8%  424%  359%  39.9%  353%  205%  27.5%  250%  225%  200%  150%  10.0% 75% 5.0% 5.0% 4.0% 3.0%
EBIT (IFRS) €m 93 173 257 373 548 763 991 1,266 1,582 1,938 2,326 2675 2942 3,163 3321 3,487 3627 3,736
EBIT margin % 428%  496%  517%  553%  581%  597%  59.9%  60.0%  600%  60.0%  60.0%  60.0%  600%  600%  60.0%  60.0%  600%  60.0%
Tax on profi (loss) €m “2) (22) (54) (74) (109) (151) (197) (253) (316) (388) (465) (535) (588) (633) (664) (697) (725) (747)
Taxrate (on EBIT) % 23% 20% 21% 20% 20% 20% 20%  200%  200%  200%  200%  200%  200%  200%  200%  200%  200%  20.0%
NOPAT €m 52 152 203 209 440 611 794 1,013 1,266 1,551 1,861 2140 2354 2530 2,657 2,790 2,901 2,989
Depreciation & Amortization €m 6 9 22 14 18 25 33 63 79 o7 116 134 147 158 166 174 181 187
% of IFRS revenue % 27% 25% 45% 20% 19% 19% 2.0% 3.0% 30% 30% 3.0% 3.0% 30% 3.0% 3.0% 3.0% 3.0% 30%
Capex €m (10) @1 (15) (20) (28) (38) (50) (63) (79) @7 (116) (134) (147) (158) (166) (174) (181) (187)
% of IFRS revenue % 4.4% 3.2% 3.14% 30% 3.0% 3.0% 30% 3.0% 30% 3.0% 3.0% 3.0% 3.0% 30% 3.0% 3.0% 3.0% 3.0%
Acquisition net of divestitures €m 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Change in working capital (excl. toffrom financial institutions) €m 142 221 305 189 185 206 472 - (26) (30) (32) (29) (22) (18) (13) (14) (12) ©)
% of incremental revenue % 169% 206%  106.1%  686%  618%  1254% 00%  50% 50%  50%  5.0% 50%  50% 5.0%  50%  5.0% 5.0%
Free cash flow €m 190 371 515 482 614 804 1,250 1,013 1,239 1,521 1829 2,111 2,332 2512 2,644 2,776 2,890 2979 48,711
Lastperiod  2019-12-31 10 2 2 3 4 5 6 7 8 9 10 11 12 13 14
Discount rate 9%
Terminal growth rate 3.0%
Discount factor 091 084 0.84 077 070 064 059 054 049 045 041 0.38 03¢ 031 029
PV of FCF €m 441 514 673 957 710 795 892 981 1,036 1,047 1,032 994 955 910 858 14,026
NPV €m 26,821 WACC
Gross debt €m - 8%
Cash €m 1,758 €1474 €110 €885 €732
Equity value €m 26,821 €1639 €129 €975 €803 €679
Shares Outstanding m 304 Terminal growth €1362  €1076 €882 €743 €638
Implied PT (EUR) € 882 €119 €972 €815 €698 €607
Current price € 725 €1073  €8% €764 €662 €581
Implied upside % 217%

Source: Jefferies, company data

Relative Value Discussion

Comparable Company Analysis

In Chart 30 below, we show a group of payments vendors that employ similar business
models as Adyen (i.e. offering merchant acquiring and card issuing services). We note
that the peer group is geographically more concentrated (i.e. each company showing
strong presence in a particular geography) compared to Adyen, as Adyen operates on a
worldwide basis. This peer group trades at an average EV/2020 total revenue multiple of
5.2x and an average EV/2020 FCF multiple of 34x (and EV/2021 total revenue multiple
of 4.8x and EV/2021 FCF multiple of 19x). Adyen is currently trading at 30x EV/2020E
total revenue and 65x EV/2020 FCF multiple.

6 April 2020 31
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Chart 30 - Adyen Comparables

Values in Millions

Price Enterprise Revenue FCF EV/Revenue EV/FCF
Company Ticker Target Value 2020E 0 2020E 2019A 2020E 2019A 2020E

Payments Companies - Europe Listed

Network International Holdings Plc NETW-GB $3.46 Hold $3.90 $2,152 $2,485 335 368 419 60 54 113 7.4x 6.8x 5.9x 41.7x 45.9x 21.9x
Nexi S.p.A. NEXI-IT €12.12 Buy €18.00 €7,606 €11,282 €984 €1,092 €1,182 €222 €261 €318 11.5x 10.3x 9.5x 50.7x 43.2x 35.5x
Wirecard AG WDI-DE €101.76 NC - €12,574 €10,268 €2800 €3450 €4410 €449 €649 €893 3.7x 3.0x 2.3x 22.9x 15.8x 11.5x
Worldline SA WLN-FR €52.20 Buy €73.00 €9,485 €10,181 €2,382 €2482 €2673 €288 €344 €460 4.3x 4.1x 3.8x 35.4x 29.6x 22.2x

Payments Companies - US Listed

EVO Payments, Inc. Class A EVOP $13.49 NC - $510 $988 598 484 610 23 160 141 1.7x 2.0x 1.6x 43.0x 6.2x 7.0x
Global Payments Inc. GPN $133.23 Buy $235.00 $40,281 $48,678 5267 7,606 8,326 853 2,179 2,506 9.2x 6.4x 5.8x 57.0x 22.3x 19.4x
PAR Technology Corporation PAR $11.54 Buy $35.00 $191 $229 187 233 - (8) a1 - 1.2x 1.0x 0.0x -29.8x -21.2x 0.0x
PayPal Holdings Inc PYPL $93.82 Buy $140.00 $111,364 $102,705 17,772 20,791 24,245 3,857 4,610 5306 5.8x 4.9x 4.2x 26.6x 22.3x 19.4x
Square, Inc. Class A sQ $46.89 Hold $85.00 $22,760 $21,599 2,274 2,607 3,317 338 179 780 9.5x 8.3x 6.5x 63.9x 120.7x 27.7x
StoneCo Ltd. Class A STNE $20.58 NC - $25,234 $28,034 2,576 3215 4,331 (366) 858 1,737 10.9x 8.7x 6.5x -76.7x 32.7x 16.1x
Payments Companies - Other Listings

Cielo CIEL3-BR 4.26 NC - 11,571 15,809 12,199 12,133 12,946 3418 3,465 1,956 1.3x 1.3x 1.2x 4.6x 4.6x 8.1x

ADYEN-NL

Adyen NV (at Price Target)

Source: Jefferies, FactSet

Our forecast for total revenue growth of 36% and 40% in 2020 and 2021, respectively, is
above the above group average total revenue growth of 14% and 18% in 2020 and 2021,
respectively.
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Company Description

Adyen

Adyen was founded in 2006 and focused on building a modern infrastructure directly connected to card networks and local payment
methods across the world, allowing for unified commerce and providing shopper data insights to merchants. The Adyen platform
enables merchants to accept payments in a single system, enabling revenue growth online, on mobile devices and at the point of
sale.

Company Valuation/Risks

Adyen
Our €882 PT is based on our DCF analysis. Risks to our price target include: 1. revenue growth decelerates or margins decline, 2.
mid-market effort does not gain traction (and impacts ROCE), 3. ecommerce partners act as gatekeepers, 4. premium valuation.

Analyst Certification:

I, Julian Serafini, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

I, Paul Kratz, CFA, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

I, Annick Baumann, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). | also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

Registration of non-US analysts: Julian Serafini, CFA is employed by Jefferies International Limited, a non-US affiliate of Jefferies
LLC and is not registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies
LLC, a FINRA member firm, and therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a
subject company, public appearances and trading securities held by a research analyst.

Registration of non-US analysts: Paul Kratz, CFA is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC
and is not registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC,
a FINRA member firm, and therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst.

Registration of non-US analysts: Annick Baumann is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC
and is not registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC,
a FINRA member firm, and therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in
this report receives compensation based in part on the overall performance of the firm, including investment banking income. We
seek to update our research as appropriate, but various regulations may prevent us from doing so. Aside from certain industry
reports published on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst's
judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published April 3,2020, 11:15 ET.
Recommendation Distributed April 5,2020, 19:05 ET.

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month
period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within
a 12-month period.

Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less
within a 12-month period.
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The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below
$10is 20% or more within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold
rated securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is
plus or minus 20% within a 12-month period. For Underperform rated securities with an average security price consistently below
$10, the expected total return (price appreciation plus yield) is minus 20% or less within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable
regulations and/or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable
securities regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial
projections or opinions on the investment merits of the company are provided.

Valuation Methodology

Jefferies’ methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and
expected total return over the next 12 months. The price targets are based on several methodologies, which may include, but are
not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF),
free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/
average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month
period. Stock selection is based on fundamental analysis and may take into account other factors such as analyst conviction,
differentiated analysis, a favorable risk/reward ratio and investment themes that Jefferies analysts are recommending. Jefferies
Franchise Picks will include only Buy rated stocks and the number can vary depending on analyst recommendations for inclusion.
Stocks will be added as new opportunities arise and removed when the reason for inclusion changes, the stock has met its desired
return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P
stocks will continue to have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent
a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick falls within an investment
style such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors.
As such, the financial instruments discussed in this report may not be suitable for all investors and investors must make their own
investment decisions based upon their specific investment objectives and financial situation utilizing their own financial advisors
as they deem necessary. Past performance of the financial instruments recommended in this report should not be taken as an
indication or guarantee of future results. The price, value of, and income from, any of the financial instruments mentioned in this
report can rise as well as fall and may be affected by changes in economic, financial and political factors. If a financial instrument
is denominated in a currency other than the investor's home currency, a change in exchange rates may adversely affect the price of,
value of, or income derived from the financial instrument described in this report. In addition, investors in securities such as ADRs,
whose values are affected by the currency of the underlying security, effectively assume currency risk.

Rating and Price Target History for: Adyen N.V. (ADYEN NA) as of 04-02-2020
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Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst
initiated on a company, made a change to a rating or price target of a company or discontinued coverage of a company.
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Legend:

I: Initiating Coverage
D: Dropped Coverage
B: Buy

H: Hold

UP: Underperform
Distribution of Ratings

Distribution of Ratings

_ IB Serv./Past12 Mos. JIL MKt Serv./Past12 Mos.

I e N L
1304 54.58% 8.51% 0.92%

HOLD 939 39.31% 33 3.51% 2 0.21%

UNDERPERFORM 146 6.11% 1 0.68% 0 0.00%
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Other Important Disclosures

Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends
to seek compensation for investment banking services among other activities from such companies. As a result, investors should
be aware that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC
("Jefferies") group companies:

United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research
Services, LLC, an SEC registered Investment Adviser, to clients paying separately for such research).

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in
England and Wales No. 1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile
+44 (0)20 7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number
ATS546; located at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place
#15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan
and is a member of the Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2
Yurakucho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India
for: Stock Broker (NSE & BSE) INZ000243033, Research Analyst INH000000701 and Merchant Banker INM000011443, located at
42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.
Australia: Jefferies (Australia) Securities Pty Limited (ACN 610 977 074), which holds an Australian financial services license (AFSL
487263) and is located at Level 22, 60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.

This report was prepared by personnel who are associated with Jefferies (Jefferies International Limited, Jefferies Hong Kong
Limited, Jefferies Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), Jefferies (Australia)
Pty Ltd; or by personnel who are associated with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is
a US registered broker-dealer and is affiliated with JRS, which is a US registered investment adviser. JRS does not create tailored
or personalized research and all research provided by JRS is impersonal. If you are paying separately for this research, it is being
provided to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their affiliates are collectively
referred to below as "Jefferies”. Jefferies may seek to do business with companies covered in this research report. As a result,
investors should be aware that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only one of many factors in making their investment decisions. Specific conflict of interest and other
disclosures that are required by FINRA and other rules are set forth in this disclosure section.

* % %

If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of
Regulation S of the U.S. Securities Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which
accepts responsibility for its contents in accordance with the provisions of Rule 15a-6 under the US Securities Exchange Act of
1934, as amended. Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom
and European Economic Area this report is issued and/or approved for distribution by Jefferies International Limited ("JIL") and is
intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise, or by
persons to whom it can be otherwise lawfully distributed.

JIL allows its analysts to undertake private consultancy work. JIL's conflicts management policy sets out the arrangements JIL
employs to manage any potential conflicts of interest that may arise as a result of such consultancy work. Jefferies LLC, JIL and
their affiliates, may make a market or provide liquidity in the financial instruments referred to in this report; and where they do make
a market, such activity is disclosed specifically in this report under “company specific disclosures”.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or
investment services mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated
Institution” as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited (“JSL") is regulated by the Monetary
Authority of Singapore. For investors in the Republic of Singapore, this material is provided by JSL pursuant to Regulation 32C of
the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or institutional
investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in

6 April 2020 42
Please see important disclosure information on pages 39 - 44 of this report.



This report is intended for info@vfb.be. Unauthorized distribution is prohibited.

EQUITY RESEARCH

| Jefferies iy LY. (REVEN Nt

connection with this material, please contact JSL, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone:
+65 6551 3950. In Japan, this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong
Kong, this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as
defined in the Hong Kong Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this
report should not be distributed. The research in relation to this report is conducted outside the People’s Republic of China (“PRC").
This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall
have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India, this report is made available
by Jefferies India Private Limited. In Australia, this report is issued and/or approved for distribution by, or on behalf of, Jefferies
(Australia) Securities Pty Ltd. It is directed solely at wholesale clients within the meaning of the Corporations Act 2001 of Australia
(the “Corporations Act”), in connection with their consideration of any investment or investment service that is the subject of this
report. This report may contain general financial product advice. Where this report refers to a particular financial product, you
should obtain a copy of the relevant product disclosure statement or offer document before making any decision in relation to the
product. Recipients of this document in any other jurisdictions should inform themselves about and observe any applicable legal
requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any
opinion or estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice.
Jefferies assumes no obligation to maintain or update this report based on subsequent information and events. Jefferies, and their
respective officers, directors, and employees, may have long or short positions in, or may buy or sell any of the securities, derivative
instruments or other investments mentioned or described herein, either as agent or as principal for their own account. This material
is provided solely for informational purposes and is not tailored to any recipient, and is not based on, and does not take into account,
the particular investment objectives, portfolio holdings, strategy, financial situation, or needs of any recipient. As such, any advice or
recommendation in this report may not be suitable for a particular recipient. Jefferies assumes recipients of this report are capable
of evaluating the information contained herein and of exercising independent judgment. A recipient of this report should not make
any investment decision without first considering whether any advice or recommendation in this report is suitable for the recipient
based on the recipient’s particular circumstances and, if appropriate or otherwise needed, seeking professional advice, including tax
advice. Jefferies does not perform any suitability or other analysis to check whether an investment decision made by the recipient
based on this report is consistent with a recipient’s investment objectives, portfolio holdings, strategy, financial situation, or needs.
By providing this report, neither JRS nor any other Jefferies entity accepts any authority, discretion, or control over the management
of the recipient’s assets. Any action taken by the recipient of this report, based on the information in the report, is at the recipient’s
sole judgment and risk. The recipient must perform his or her own independent review of any prospective investment. If the recipient
uses the services of Jefferies LLC (or other affiliated broker-dealers), in connection with a purchase or sale of a security that is a
subject of these materials, such broker-dealer may act as principal for its own accounts or as agent for another person. Only JRS
is registered with the SEC as an investment adviser; and therefore neither Jefferies LLC nor any other Jefferies affiliate has any
fiduciary duty in connection with distribution of these reports.

The price and value of the investments referred to herein and the income from them may fluctuate. Past performance is not a guide
to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates
could have adverse effects on the value or price of, or income derived from, certain investments.

This report may contain forward looking statements that may be affected by inaccurate assumptions or by known or unknown risks,
uncertainties, and other important factors. As a result, the actual results, events, performance or achievements of the financial
product may be materially different from those expressed or implied in such statements.

This report has been prepared independently of any issuer of securities mentioned herein and not as agent of any issuer of securities.
No Equity Research personnel have authority whatsoever to make any representations or warranty on behalf of the issuer(s). Any
comments or statements made herein are those of the Jefferies entity producing this report and may differ from the views of other
Jefferies entities.

This report may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard &
Poor’s. Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the
related third party. Jefferies does not guarantee the accuracy, completeness, timeliness or availability of any information, including
ratings, and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained
from the use of such content. Third-party content providers give no express or implied warranties, including, but not limited to, any
warranties of merchantability or fitness for a particular purpose or use. Neither Jefferies nor any third-party content provider shall
be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
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legal fees, or losses (including lost income or profits and opportunity costs) in connection with any use of their content, including
ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell
securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not
be relied on as investment advice.

Jefferies research reports are disseminated and available electronically, and, in some cases, also in printed form. Electronic research
is simultaneously made available to all clients. This report or any portion hereof may not be reprinted, sold or redistributed without
the written consent of Jefferies. Neither Jefferies nor any of its respective directors, officers or employees, is responsible for
guaranteeing the financial success of any investment, or accepts any liability whatsoever for any direct, indirect or consequential
damages or losses arising from any use of this report or its contents. Nothing herein shall be construed to waive any liability Jefferies
has under applicable U.S. federal or state securities laws.

For Important Disclosure information relating to JRS, please see https://adviserinfo.sec.gov/IAPD/Content/Common/
crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=483878 and https://adviserinfo.sec.gov/Firm/292142 or visit our website at https://
javatar.bluematrix.com/sellside/Disclosures.action, or www.jefferies.com, or call 1.888.JEFFERIES.

© 2020 Jefferies Group LLC
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