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Double-digit revenue growth with accelerated cloud
transformation

In the first nine months of 2021, GK Software achieved 12.3% revenue growth
(to € 95.7 million) - despite the fact that the strategically important cloud
transformation is progressing faster than expected, which is slowing down
revenue growth in the short term. EBIT (€ 14.2 million; +155%) increased
clearly disproportionately, even adjusted for the positive special effect from the
sale of AWEK microdata in the amount of € 2.75 million. In addition to economies
of scale and strong new business, this was also due to the effects of the cost
reduction program. Half of the twelve new CLOUD4RETAIL enterprise
customers acquired in the first nine months of 2021 opted for a SaaS operating
model. This means that the cloud transformation is happening faster than we
expected. Our implicit expectation for Q4 includes larger license deals in addition
to the typical Q4 effect. A very high SaaS share would depress revenue in the
short term - but would be welcome from a strategic perspective. Compared to
peers, GK stock is attractively valued with a 2021 EV/sales multiple of now
around 2.7 (peer median: 5.7).

v" Twelve CLOUD4RETAIL enterprise customers were acquired in the first
nine months of 2021 (including six in Q3), and six opted to operate in the
SaaS model. Resellers acquired in Q3 include two large SaaS customers
from the U.S., with 10,000 systems. The total contract value (TCV) of the two
multi-year contracts is in the double-digit million euro range. In the case of
new SaaS contracts, regular payments do not start until the system is in
productive use, whereas in the conventional licensing business, revenue is
recognized when the pilot system is created. Q3 revenue of € 31.4 million
was 8% higher than in the same quarter last year, despite the dynamic SaaS
transformation.

v" The new brand identity (GK - The Retail Innovators) puts even more
emphasis on innovation. The pandemic noticeably acted as a digitization
accelerator in the retail sector. GK is one of the innovation drivers in retail
and was an early adopter of topics such as mobile self-scanning; currently,
completely unmanned stores are an important topic that GK is addressing
with GK Go. In this respect, it is not surprising that GK recorded the most
new POS software installations worldwide for the third year in a row,
according to the latest RBR study.

Outlook confirmed. In light of its business performance to date, GK has
confirmed both its 2021 forecast and its medium-term outlook. The medium-
term forecast calls for achieving a revenue corridor of €160 million to €175
million in 2023. The target EBIT margin, which could already be achieved
before 2023, is 15%.
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GK Go - fully automated, unattended stores a future topic in retail.

The GK Go store, which recently went into operation at the headquarters for employees, does not
require any staff and allows several customers to make contactless purchases at the same time.
GK is thus demonstrating the feasibility of the concept in a real-life application. In particular, the
scanless store concept is an innovation made possible in part by the interaction with connected
Product Aware shelves (from Shekel LTD), which recognize removed merchandise, and 3D lidar
sensors (from Hitachi), which assign merchandise to the correct customer. The concept can be
implemented based on the CLOUD4RETAIL platform. There is great interest in (staff-free) self-
service solutions in the retail sector; Tegut, for example, recently put five teos into operation that
allow shopping in a mirco-store with a self-scanning app. In our opinion, unattended stores can
be successful above all if, on the one hand, customers are not overchallenged and the billing
process remains transparent for them. In addition, retailers should follow the omni-channel
idea, because even with the advent of eCommerce, operating parallel systems has proven to be a
strategic mistake for retailers.

Strong growth in subscription business

Sales in the subscription business increased to € 7.76 million (9M 2020: € 3.32 million). Deutsche
Fiskal's recurring revenues also contributed significantly to the increase. These have stabilized
and currently amount to € 0.51 million per month.
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DISCLAIMER

Note regarding MiFID II: This research report has been prepared by order of the issuer
based on a contractual agreement and is being compensated for by the issuer. The research
report has simultaneously been made publicly available to all interested persons. Hence,
the receipt of this research report is to be regarded as a permitted insignificant non-
monetary benefit according to § 64 para 7 sentence 2 No. 1 and 2 of the German Securities
Trading Act (WpHG).

A. Disclosures according to § 85 WpHG and Regulation (EU) No. 596/2014 (MAR) and the
Commission Delegated Regulation (EU) No. 958/2016 and the Commission Delegated
Regulation (EU) No. 565/2017:

I. Disclosures on authorship, responsible company, regulatory authority:
Company responsible for the publication: EQULTS GmbH

Authors of this financial analysis: Daniel Grof3johann, Analyst, and Thomas Schiefle,
Analyst.

EQULTS GmbH is subject to regulation through the Federal Financial Supervisory Authority
(BaFin).

Notice regarding previous publications regarding the issuer within the last 12 months:

Company Analyst Rating Price Target
GK SOFTWARE AG  D.Grossjohann/T.Schiefile 10/11/2020 Buy € 116.00
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  01/12/2020 Buy € 117.00
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  01/02/2021 Hold € 122.00
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  24/03/2021 Buy € 134.00
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  31/03/2021 Buy € 133.50
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  04/05/2021 Buy € 162.00
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  31/05/2021 Buy € 164.50
GK SOFTWARE AG  D.Grossjohann/T.Schiefsle  31/08/2021 Buy € 194.00

II. Additional information:
1. Information sources:

Material sources of information for preparing this document are publications in domestic and
foreign media such as information services (including but not limited to Reuters, VWD,
Bloomberg, DPA -AFX), business press (including but not limited to Bérsenzeitung, Handelsblatt,
Frankfurter Allgemeine Zeitung, Financial Times), professional publications, published statistics,
rating agencies as well as publications of the analysed issuers.

Furthermore, discussions were held with the Management for the purpose of preparing the
company study. The analysis was provided to the issuer prior to publication; no substantial
changes were made afterwards.
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2. Summary of the valuation principles and methods used in preparation of the analysis:
EQULTS GmbH uses a 3-level absolute share rating system. The ratings pertain to a time horizon
of up to 12 months.

BUY: the expected price trend of the share amounts to at least +15%. NEUTRAL: The expected
price trend lies between -15% and +15%.

SELL: The expected price trend amounts to more than -15%.

The following valuation methods are used when valuing companies: Multiplier models
(price/earnings, price/cash flow, price/book value, EV/revenues, EV/EBIT, EV/EBITA,
EV/EBITDA), peer group comparisons, historical valuation approaches, discounting models (DCF,
DDM), break-up value approaches or asset valuation approaches. The valuation models are
dependent upon macroeconomic measures such as interest, currencies, raw materials and
assumptions concerning the economy. In addition, market moods influence the valuation of
companies. Furthermore, the approaches are based on expectations that can change quickly and
without warning, according to industry-specific developments. As a result, the results of the
valuation and target prices derived from the models can change correspondingly. The results of
the valuation are based on a period of 12 months. They are, however, subject to market conditions
and represent a snapshot. They can be reached more quickly or more slowly or be revised
upwards or downwards.

3. Date of initial/original publication of the financial analysis:
(30/11/2021; 09:00 am CET)

4. Date and time of the prices of financial instruments disclosed therein:
(Closing price on 29/11/2021, XETRA)

5. Updates:

We have currently not yet set a fixed date to provide a precise update of this analysis. EQULTS
GmbH reserves the right to update the analysis unannounced.

[II. Disclosure on possible conflicts-of-interest by the use of the following numeration as
reference:

1. the author has a shareholding in an amount of more than 5% of the share capital,

2. the author has participated in the management of a consortium which has publicly issued
financial instruments of the issuer within the last twelve months,

3. the author has carried out sales/purchase transactions on the analysed contents,
4, there exists personnel ties between the author and the issuer,
5. the author belongs to a controlling body of the issuer or by any other means exercises a

corresponding control function,

6. the author has an agreement with the issuer on the preparation of analysis (assignment),
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7. the author receives payments from the issuer,

8. the author concluded an agreement on services in connection with investment banking
transactions in the last 12 months, and he has received consideration or promise of consideration
from such agreement

In the present financial analysis the conflict-of-interest mentioned under 6. applies.
B. General disclosures/liability arrangement:
1. This document was prepared by EQUL.TS GmbH exclusively for information purposes.

2. This publication, if sold in the UK. may only be made available to those persons who, in the
meaning of the Financial Services Act 1986 are authorised and exempt, or persons as defined in
section 9 (3) of the Financial Services Act 1986 (Investment Advertisement) (Exemptions) Decree
1988 (amended version) and must not be transmitted directly or indirectly to other persons or
groups of persons.

3. Neither this document nor any copy of it may be taken into, transferred to or distributed
within the United States of America or its territories and possessions. The distribution of this
document in Canada, Japan or other jurisdictions may be restricted by law. and persons who come
into possession of this publication should find out about any such restrictions and respect them.
Any failure to respect these restrictions may represent a breach of the US, Canadian or Japanese
securities laws or laws governing another jurisdiction.

4, By accepting this document you accept all disclaimers of liability and the restrictions cited
above.
5. This document is neither a recommendation nor an offer nor application of an offer

for the purchase, sale or subscription of any security or investment. It is by no means meant
to provide investment advice.

6. This document, prepared by EQULTS GmbH, is based on information from sources
(publicly available information and tax rates at the time of publication, which can, however,
change), which, according to EQULTS GmbH, are dependable, yet not actually available for
independent verification. Despite diligent verification, EQUL.TS GmbH cannot provide a guarantee,
assurance or warranty for completeness and correctness; responsibility and liability is therefore
excluded insofar as there is no intent or gross negligence on the part of EQULTS GmbH. All
statements and opinions are exclusively those of EQULTS GmbH and can be changed without prior
notice. Any error-caused misstatements of the document can be corrected by EQULTS GmbH,
without EQUL.TS GmbH being held responsible for damages as a result of these misstatements.

7. This document is a translation of the legally binding German original version of November
30th, 2021.
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