u

IDC EMEA, 389 Chiswick High Road, London, W4 4AE, U.K. Tel.+44.20.8987.7100 www.idc.com

IDC

VENDOR PROFILE

Acronis' Potential in the European Marketplace

Carla Arend Giorgio Nebuloni

IDC OPINION

In an adverse time for companies supplying computing systems to consumers and
businesses, the storage market appears to be one of the most resilient to the
economic crisis. IDC forecasts the storage software market to grow by a 5-year
revenue CAGR of 5.4% between 2007 and 2012 in Western Europe.

According to IDC, this resilience is due to the fact that both businesses and private
users may react by cutting their global IT expenses, but in few cases will be ready to
put at risk their stored data, the volume of which keeps growing at high speed. The
European storage software market has seen a positive growth in 2007 (4.4% YoY)
and it is distinguished by the large number of players, from heavyweights down to
local vendors.

With a solid channel business in WE, and a focus on affordable backup and disaster
recovery software for consumer and business users, Acronis stands as a vendor to
watch in the European panorama. The company has been extending its portfolio and
is developing a precise business strategy, with the final goal of a further penetration in
the midmarket and consumer marketplace.

IDC believes that Acronis, like all other vendors in the storage arena, will have to be
aware of the following market trends in the coming months:

Online storage/cloud storage — As customers are looking to control their
storage costs, they are increasingly open to new business models, such as
storage-as-a-service. Data protection software vendors are responding to this
trend by offering their software as-a-service, either directly or through partners, or
by offering cloud storage as an alternative backup target to disk or tape. The
storage-as-a-service market is forecast to grow faster than the storage software
market overall, as it starts from a small base and customers favor this approach
in the current economic climate.

Virtualization — Disaster recovery/backup are progressively converging with
x86 virtualization, in that VMs are used more and more frequently as the
standard source to execute DR plans, and companies such as Microsoft and
VMware are building up their own virtualization and backup environments.
Storage vendors must not only fine tune viable data protection solutions for
virtualized environments, but also get ready to spend more effort convincing
customers of the benefits of third-party storage management suites.
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IN THIS VENDOR PROFILE

This IDC Vendor Profile analyzes the software company Acronis and reviews its
position in the European storage management market. In addition, relevant industry
dynamics are discussed and highlighted and advice is provided for Acronis within the
current competitive landscape.

SITUATION OVERVIEW

According to the latest IDC forecasts, IT spending in Western Europe is expected to
decrease over 2009 compared to 2008. While servers and PC systems will see a
steep drop, storage, and particularly storage software, is expected to be more
resilient. IDC forecasts the storage software market to grow 3.5% from 2008 to 2009
in Western Europe.

Acronis plays in the data protection and recovery software market, which is the most
mature storage software market, and is characterized by a high degree of saturation
for backup software, but a surge in demand for new innovative features, like
protection of virtualized environments, data deduplication, bare metal restore and
online backup (storage-as-a-service).

The data protection and recovery software market overall is forecast to grow 1.8% in
2009, and players in this market will need to lead with innovative technologies that
increase efficiency, mitigate risk, improve disaster recovery capabilities and bring
down cost. IDC expects, that competition in this market will be fierce in 2009, due to
the high saturation level, which leaves little room for organic market growth, so that
only competitive takeouts will lead to growth in 2009.

Founded in 2001, Acronis is a privately owned company that offers backup and
disaster recovery software based on patented disk imaging technology. In addition,
Acronis is expanding its portfolio to cover virtualized environments and may extend its
reach to online or cloud storage offerings as well. Acronis will also be releasing data
deduplication capability in its enterprise backup/disaster recovery products in the first
half of 2009. Acronis' line of products is aimed at both consumer and businesses, with
the business segment growing stronger, pushed by corporate users that bring up the
product to enterprises.

Company Overview

Acronis Inc. is a privately owned, eight-year old company founded by the IT
entrepreneurs Serguei Beloussov, Max Tsypliaev, and llya Zubarev. It focuses mainly
on software products for backup and disaster recovery, addressing the needs of both
consumer and business customers. Its core product line is Acronis True Image, a
disk-imaging backup and disaster recovery software that comes in different flavors for
private users, SMBs/branch offices and large server installations for enterprise
clients. More recently, Acronis has been extending its portfolio with products aimed at
protecting data in messaging and database systems within corporate environments,
in many cases supporting virtualized environments.
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TABLE 1

Acronis Company Snapshot

Category

Details

Company Type

Privately owned software vendor

Primary markets

Consumer desktop backup; workstation/server backup and
disaster recovery in branch offices and medium-sized to large
companies.

Founding year 2001
Estimated annual revenue WW CY2008 >$120 million
Annual revenue CY2007 in Western Europe (source: IDC | €28.27 million

European Storage Software Research)

Number of end users

3.5 millions worldwide (consumer and business)

CEO

Jason Donahue

Company headquarters

Burlington, MA, USA

Website

www.acronis.com

Source: IDC, 2009

Founded in 2001 in the U.S., Acronis has been expanding its business via channel,
retail, and online sales in EMEA and Asia, and centers its marketing message around
the concept of affordable backup and disaster recovery solutions, especially targeted
at tech-savvy consumers, SMBs, and branch offices of large enterprises.

Product Portfolio

Acronis focuses on backup and disaster recovery software for consumer and
enterprise customers. From a technology point of view, the company sees its main
differentiators in its bare metal disk imaging technology, which allows users to clone a
whole disk image and then restore everything (OS+apps) as it was. The disk imaging
technology, which has been around for years but never really penetrated the market,
is the foundation of Acronis' main product line, Acronis True Image.

New versions of Acronis enterprise products will be out in CY2009, providing support

for larger environments and deduplication capabilities.
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Acronis products cover the following usages:

Backup and DR — Tools to replicate and back up images of data, applications,
and operating systems settings.

Disk partitioning — Disk management tools that help administrate, copy, and
resize disk partitions, select different booting modes, and recover/repair
damaged HDs.

Recovery/deployment — Software built to back up and restore specific server
OS+apps environments and to deploy homogeneous server ecosystems using
disk cloning technology.

Data migration — Migrating data from physical to virtual servers, between virtual
servers, between physical servers and from virtual to physical servers using its
imaging technology.

Backup and DR

Acronis True Image is the main product line addressing this need. Acronis True
Image (ATI) comes in five main versions:

ATl Home

o

ATI Echo Workstation

o

ATI Echo Server (for Linux, for Windows, for both, for Windows SBS)

o

ATl Echo Enterprise Server (which includes more sophisticated orchestration
capabilities for large environments)

ATI Virtual Edition

The first two editions are tools to perform backup down to bare-metal level
(OS+apps+data) for client PCs, either for consumers or for business purposes. In the
case of ATl Echo Workstation, disk images can be converted into virtual machines
and tasks can be managed with group policies through a centralized management
console.

The server editions are also policy based, and allow management consoles for
multiple machines and the possibility to have live disk snapshots. If combined with
Acronis Universal Restore Add-on, Acronis' product line also allows the restoring of
disk images to physical servers and workstations that are different from the source
machine.

Disk Partitioning

Disk Director Suite for clients and Disk Director Server

Database Recovery

Recovery tools include specific products optimized for DR for Microsoft environments:
Acronis Recovery for Microsoft Exchange

Acronis Recovery for MS SQL Server
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Deployment Tools

In the deployment area, Acronis Snap Deploy 3 for Server creates disk images of the
whole stack OS + apps and replicates them, making client or server deployment
faster.

Acronis Snap Deploy for Workstation

Acronis Snap Deploy for Server

Company Strategy

Acronis developed a traditional ISV business model. Revenues come from software
licenses distributed either via retail, channel resellers, or Web sales. A smaller portion
of the business flows through OEM agreements, mainly with consumer storage
hardware vendors embedding and rebranding the software products in bundles with
their hardware.

Acronis' business is mainly based on its SMB and enterprise products, accounting for
over 80% of its revenue, with its consumer products representing les than 20% of its
revenue. Within the B2B revenue, the largest part comes from small and medium-
sized enterprises, and server and PC products have comparable shares of the total.

The company follows a volume-sale strategy, leveraging low ASVs compared to the
respective products of larger competitors and trying to make the most of the
consumerization-effect that drives tech-savvy private users to bring up products and
brands from the consumer space into the enterprise.

This bottom-up dynamic has led Acronis to have good penetration in branch offices
and midsized businesses that do not need high-end, high-capex backup products.
Also, it led it to a natural focus on common, Windows-populated environments, both
on the server side (MS Exchange, SBS, WS2008, and workstation environments) and
on the desktop side, although Linux is also covered in some enterprise server
products.

Acronis' main competitor in the backup marketplace is Symantec, which is the only
vendor with a comparable bare metal restore product for the midmarket. Other
vendors in the broader data protection and recovery market include EMC, IBM, HP,
CA, CommVault, Atempo, IronMountain, and Bakbone. Acronis' approach is quite
pragmatic, as the vendor concentrates on consumers, SMBs, and single departments
within wider enterprises, avoiding competing directly on large corporate-level deals
that would require wider and highly-integrated environments.

Virtualization

IDC recognizes that storage vendors are now exploiting the storage dynamics created
by increasing mainstream adoption of server virtualization in at least three different
ways:

To build disaster recovery/backup systems that leverage virtual machines (VMs)
as data sources to be replicated and/or as target-objects of the replicated
machines
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To increase the total addressable market for shared storage (NAS, etc.), as
virtualized server environments need shared storage to make the most of live
migration capabilities

To offer shared storage systems that are managed by virtual appliances; i.e.,
VMs preloaded with storage management software and behaving as though they
were physical storage controllers

Acronis is active in the first storage opportunity created by server virtualization. It
supports four of the main x86 server virtualization platforms (VMware, Microsoft,
Citrix, and Parallels), allowing the execution of clone-copies from and to VMs.

In this respect, at the high end of the market Acronis would compete with storage
vendors (NetApp, EMC, Symantec, HP, CA, CommVault...), but also with
virtualization/OS suppliers that are building up their own DR/backup integrated
solutions (VMware Site Recovery Manager, Microsoft System Center Data Protection
Manager...).

Cloud Storage

The company is showing a prudent approach to cloud storage. According to Acronis,
a product allowing users to execute backup on remote sites is apparently ready but is
still being fine-tuned in terms of go-to-market strategy, as the segment presents
challenges in terms of profitability and market competition. In any case, Acronis would
configure its online backup solutions as an add-on to the normal software licensed
product.

Acronis considers the "cloud" a storage medium akin to disk and tape, and something
it would offer to its customers as an option for off-site backup or recovery.
Additionally, Acronis intends to address this market when it does enter more from a
recovery than from a storage/backup perspective, and it would likely leverage some
of its imaging and orchestration technology and potentially its deduplication
technology to address this market in unique ways.

IDC recently assessed the European storage-as-a-service market for the first time,
and found that the market is still in its infancy, rather fragmented and localized and
waiting for the big brand names to add trust and credibility to the business model.
However, adoption is on a par with the U.S., and the market has a huge upside due to
the cost and efficiency concerns that are currently prevalent, and which can be met
by an "as-a-service" model.

IDC expects that laptop protection is going to be a pocket of growth as companies are
focusing more on managing and protecting its endpoints, as well as branch office
data protection. This scenario would play to Acronis' sweetspot, if the company
chooses to enter this market.

Currently, IDC envisions storage-as-a-service to be the first step on a journey towards
cloud computing. We distinguish between the provision of raw storage capacity in the
form of cloud storage, and the provisioning of a backup or archiving service, where
Acronis would most likely play in the latter. We are seeing models emerge in which
customers that deploy data protection software in-house can choose to back up to
disk, to tape, or to a data protection service in the cloud, which is the least disruptive
approach for end users.
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Leadership

After having been led for three years by Walter Scott, Acronis elected Jason Donahue
as CEO in September 2008. Donahue is former CEO of a number of startups, public
companies, and infrastructure software and managed services companies such
Apptix, Ejasent, TeleComputing, Meiosys, and ClearApp, which he left after the
Oracle acquisition.

Donahue is supported by an experienced board of directors, including founder
Serguei Beloussov, who is also CEO of Parallels and Jack and llya Zubarev, also part
of Parallels executive team. Michael Triplett and Scott Maxwell, both working for
venture capital firms, as well as Ravi Jacob, Intel's treasurer, complete the board of
directors.

Financial Aspects

As a private company, Acronis does not officially report its earnings. However, IDC
estimates the global company revenues exceeded $110 million in 2008, with healthy
growth over 2007. Acronis reports that its worldwide revenue increased by roughly
20% 2008 on 2007 and expects a similar growth for 2009.

According to IDC EMEA research, Acronis posted a €28.27 million revenue in 2007,
up 71% on 2006. In 2007, the company accounted for approximately 1.2% of the total
WE storage software market.

Acronis is on the whole a self-sustained business. In 2004, it accepted a $10 million
investment from Insight Venture Partners, a private venture capital firm with a history
of financing software houses and Web companies, but this money was not used to
fund operations. The company has been profitable since its early days.
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FUTURE OUTLOOK

The current economic outlook for Europe seems to deteriorate by the day, but storage
software — and particularly data protection and recovery software — is one of the
more resilient segments in European IT industry, as customers rely to an even higher
degree on their data to make better business decisions and continue to invest in
disaster recovery and business continuity solutions.

Challenges

The biggest challenge for Acronis is to further penetrate the business market for data
protection, through reseller recruitment and raising brand awareness.

Another challenge for Acronis is to compete effectively against Symantec, who have
similar capabilities as Acronis as part of a broad storage and security portfolio.
Symantec is also well established in the midrange data protection market with Backup
Exec and has a broad and loyal customer base.

Opportunities

Acronis' opportunities are plentiful. The company is already operating in one of the
most resilient segments in the storage industry, and there are many opportunities in
the storage market that Acronis could take advantage of.

Storage-as-a-service (SaaS) or cloud storage is a market segment that is
forecast to grow better than the overall storage market in 2009, as this business
model is favored in these tough economic times due to its cost savings and cost
management advantages. This is an opportunity for Acronis to add another route
to market to its traditional volume business based software license sales, either
through targeting the service provider segment or through providing a service
themselves.

Expand data protection portfolio for virtualized servers. Acronis already has a
strong product for the protection of virtualized servers. However, as end users
are increasingly using virtualized servers in production environments, the storage
challenges arising at the back end will only increase, thus providing plenty of
opportunity for storage software vendors to bring innovative products to market.

Acronis is a very cash rich company, due to its careful expansion strategy and
constant focus on cash flow and cash generation. This provides an opportunity
for Acronis to acquire innovative technology or invest in the channel to diversify
the product portfolio and penetrate the market further.

In the current economic climate, many consumers and businesses are trying to
defer their refresh of computers and network equipment, which increases the risk
of failure of these devices and thus increases the importance of a sound disaster
recovery strategy. Consumers and enterprises are therefore, in some cases,
considering some investment in such disaster recovery strategy a way to stretch
their IT budgets, since the cost of backup/disaster recovery software is typically a
small fraction of the cost of computer and network infrastructure refresh.
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The implications of catastrophic data loss to businesses today are generally
higher than in a strong economic environment, since in stronger economic times
the likelihood of a business recovering from catastrophic data loss is much higher
than in an environment in which it is operating "closer to the edge" to begin with.
Many businesses have taken on a more conservative stance in the current
environment, which has the effect of moving backup/disaster recovery higher up
on their list of priorities than it might normally be.

ESSENTIAL GUIDANCE

Advice for Acronis

IDC believes that Acronis is positioned to fare well in the downturn and provides the
following pieces of advice for Acronis to capitalize on its market opportunity:

Extend OEM deals on consumer storage devices, for example Seagate Maxtor,
to increase visibility and empower market expansion.

Pursue OEM deals on laptops to penetrate the market further.

Develop a strategy for the storage-as-a-service or cloud storage market. Acronis
could either develop its own offering for this market or enable partners to offer
storage-as-a-service.

Diversify product portfolio into adjacent storage markets and increase focus on
the protection of virtualized environments, as this is a hotspot in 2009.
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