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E-Commerce sellers diversifying from eBay to Amazon P/E (x) 32.9 30.0 =
EV/EBITDA () 23.2 225 -

Having attended the ChannelAdvisor Catalyst e-commerce conference, we believe
that third-party sellers currently on eBay are increasingly diversifying their channels
to incorporate direct (incl. paid search and comparison shopping) and most
importantly Amazon.com. Seller feedback towards Amazon.com was particularly
positive while eBay feedback was more bearish. Nonetheless, we maintain our
HOLD investment ratings on Amazon and eBay despite these additional data
points.

Majority of sellers experiencing weakness on eBay

Following a solid holiday selling season in 4Q, eBay sellers appear to be
experiencing deteriorating sales trends in recent months. In fact, roughly 70% of
the sellers we spoke to indicated that yearly growth trends on eBay were
generally flattish or declining in February and March to date. However, there were
notable bright spots such as consumer electronics, Motors/parts and clothing and
accessories categories, in which sellers are enjoying sales gains.

Sellers looking to Amazon.com

In contrast, the same sellers have been aggressively shifting a portion of their
inventories to Amazon with strong success (especially in the media categories).
Sellers indicated that higher pricing, lower commission and higher collections
(relative to eBay) represented key advantages for Amazon. However, it is
important to note that sellers still enjoy profitability on eBay, yet would like to
grow these profits (either by way of eBay, Amazon or direct).

Maintain HOLD investment ratings on Amazon and eBay

Our price target on eBay is $32, based on 25x our 2007 PF EPS of $1.27. Note that
the ecommerce group trades at 30x 2007E earnings currently. Downside risks
include a continued slowdown in the core business, increased competition, and
increasing ad rates. Upside risks include potential for increased efficiency in
transactions, improved conversion rates, higher levels of organic traffic, lower ad
spending rates, and moderating level of competition. See page 4 for detail of
valuation/risks.

Our Amazon price target is $37, based on 28x our 2007 earnings estimate of
$1.33. Our PT values Amazon in line with the median multiple of the e-commerce
group (trading at 30x median ‘07 earnings which we believe is fair as this juncture
given Amazon's potential to gain market share in the long-term, but balanced out
by near-term concerns over margin growth. Risks include increased competition
from traditional retailers, potential weakness in consumer demand could adversely
impact Amazon.com sales, impact of marketing and shipping initiatives (Amazon
Prime, A9), slowdown in growth of international markets and FX rate volatility.

Deutsche Bank Securities Inc.

All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from
local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies.
Deutsche Bank does and seeks to do business with companies covered in its research reports. Thus, investors should
be aware that the firm 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.
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eBay’s pain is Amazon’s gain

Sellers speak out at ChannelAdvisor multi-channel e-commerce
event

We are maintaining our HOLD investment ratings on shares of Amazon.com and eBay,
despite mixed feedback from a slew of third-party merchants and sellers distributing
inventories across both sales channels. We recently attended the ChannelAdvisor Catalyst
conference, focused on multi-channel e-commerce strategies, and had an opportunity to
speak with more than 20 sellers of the 300-plus people in attendance. Overall, the key
takeaways from the conference included:

= we believe that roughly 70% of eBay sellers (in particular categories) are experiencing
flattish to declining sales in recent months, following a strong holiday selling season

®  Amazon.com appears to be a rapidly growing e-commerce channel for sellers in recent
quarters, driven by higher ASPs, lower commissions, consistency in growth and solid
payment collections relative to eBay

®  a major initiative for eBay for 2007 remains enhancing the buyer experience, according to
Bill Cobb (President of eBay North America).

While we are generally neutral on both stocks, at the margin we believe that Amazon is
enjoying improved momentum from sellers while eBay trends appear to be a bit troubling.
However, we note that shares of eBay have downside support from the company’s buyback
program and investors are still looking for the return of operating leverage at Amazon at
some point in the future. To that end, the renewed enthusiasm of Amazon third-party from
sellers should help improve the company’s prospects for a return to operating leverage.

Mixed sales responses from eBay sellers...

Anecdotally, we believe that 70% of the eBay sellers we spoke with had been experiencing
flat to declining sales on eBay in recent months. This abrupt change in business conditions
was in stark contrast to a generally robust holiday selling season for eBay sellers. Overall
sales activity had been brisk in 4Q, yet the pace of business has fallen off the mark in 1Q. In
particular, the month of February represented a critical month whereby some sellers
indicated a strong pickup in business and sales ahead of expectations, yet the majority of
sellers indicated that the business slowed dramatically, a trend that has continued in the last
two weeks.

Perhaps more importantly, sales trends among eBay sellers varied by category as well. We
note that sellers in categories such as motors, consumer electronics, digital cameras and
clothing and accessories continued to enjoy positive year-over-year sales trends thus far in
1Q. However, eBay sellers in the sporting goods, DVD, jewelry, books and memory
categories were experiencing sales weakness and declines in the past several months. While
the feedback ratings on the sellers is quite positive (implying that feedback did not create for
varied sales trends), we do think that overall consumer demand coming to eBay may differ by
category, thereby creating for varied responses from sellers.

In terms of overall exposure to eBay, third-party sellers have been slow to diversify their
business mix. In fact, most sellers indicated that 40%-80% of their sales came from eBay,
with the balance coming from direct storefront initiatives (aided by comparison shopping and
paid search) as well as Amazon.com.

Page 2
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... yet Amazon.com continues to impress third-party sellers

The overwhelming majority of third-party sellers indicated that Amazon.com represents one
of their fastest-growing sales channels in recent quarters. Since mid-20086, sellers have been
adopting Amazon.com’s third-party business with meaningful success. For sellers,
Amazon.com accounted for roughly 25% of sellers’ revenues, with notable success in the
media categories (books, music, DVDs, video games). Sellers indicated that average selling
prices on Amazon.com were higher than eBay, while commissions were lower on
Amazon.com vs. eBay.

Additionally, sellers have found that the integration of the ‘BUY’ button with the payment
system at Amazon leads to far higher collections, whereas the Non-Paying Bidder (NPB)
percentage on eBay is in the 5%-20% range (suggesting that eBay sellers still pay insertion
fees and final value fees even though buyers may not have paid for the items). The
combination of slowing growth at eBay, relative under-exposure at Amazon, higher ASPs,
commission-based pricing model and payment facilitation all represent key themes that have
fostered the growth of the third-party business at Amazon.com. Importantly, at the
ChannelAdvisor Catalyst conference, quite a few sellers appear to be in an evaluation mode
in assessing Amazon as another e-commerce channel to sell into.

eBay North America President highlights 2007 initiatives

Despite a slightly contentious Q&A session with sellers (which centered on trust and safety
issues), Bill Cobb (Pres. of eBay North America) provided insight into the 2007 initiatives for
eBay — the buyer experience. Cobb indicated that the company plans to make shipping
enhancements, provide total product costs, improve customer feedback (through FeedBack
2.0) to enhance the buyer experience. While the company plans to simplify the seller
experience (via fewer features for new sellers), eBay plans to focus on buyers through an
easier checkout process (hopefully the NPB percentage will come down) and an eBay Motors
2.0 rollout shortly.

Maintain HOLD investment ratings on eBay and Amazon.com

We maintain our HOLD investment rating on shares of Amazon.com and continue to wait for
improved operating leverage in the model and for its technology investments to translate into
growth for the business before becoming more constructive on the stock. Our price target is
$37, based on 28x our 2007 earnings estimate of $1.33. Our price target values Amazon
directly in line with the median multiple of the e-commerce group (trading at 30x 07’
earnings) which we believe is fair as this juncture given Amazon's potential to gain market
share in the long-term, but balanced out by near-term concerns over margin growth.
Furthermore, the multiple represents a 25% premium to growth, appropriate with the
sustained momentum in the business for years now.

On eBay, our price target of $32 is based on 25x our 2007 PF EPS of $1.27. Note that the
ecommerce group trades at 30x 2007E earnings currently, while large cap Internet leaders
trade within the range of eBay on earnings multiples currently (albeit enjoying faster
underlying growth in the businesses). Despite encouraging 4Q results we still believe that the
shares deserve less of a premium on growth until the company demonstrates sustained
operating leverage and margin expansion. In addition, we would like to see stabilization in
growth rates, purchase frequency improvements, and ad expense controls before re-visiting
our estimates/stance on the stock.

Potential risks and uncertainties

While eBay is hitting some choppy roads, in terms of operating margin compression from
investing for future growth, we do think these represent risks that could ease pressure on the
stock.

Deutsche Bank Securities Inc.
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= Foreign currency exchange risk: While the company has benefited from a strong Euro
relative to the U.S. dollar in the past year, Deutsche Bank's view is that the strengthening
US dollar in recent months may be short-lived. Any strengthening in the Euro could bode
well for the top line.

= Operating margin expansion: Should eBay pare back on investing and/or the top-line
came in better vs. expectations, we think that the operating leverage in the model could
drive margins.

= US transaction growth pickup: Any recovery in US transaction growth could prove our
estimates conservative, and help drive margins in the near term.

= Open territory in Asia-Pacific: While the market is certainly big, should the competition
not retaliate to eBay's marketing activities, an open and less promotional marketing
environment in Asia-Pacific could potentially benefit future growth.

= Competition: The paid search market has become a major facilitator of e-commerce
activity on the Internet, and represents a new-age direct marketing service that delivers
leads (and ultimately transactions) to sellers.

For Amazon.com the potential risks and uncertainties could take form against several distinct
areas including:

®m  Increased competition from traditional retailers could force intense pricing pressure and
advertising rate inflation.

m  Potential weakness in consumer demand could adversely impact Amazon.com
consumer demand, although this issue may be difficult to handicap given the solid
growth rates industry-wide.

= |Impact of marketing and shipping initiatives (Amazon Prime, A9)

m  Potential that newer categories do not materialize as major verticals
m  Slowdown in growth of international markets

= Foreign exchange rate volatility

m  Potential upside could be driven from the company’'s technology and content
investments

Page 4
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Appendix 1

Important Disclosures
Additional information available upon request

Disclosure checklist

Company Ticker Recent price* Disclosure
eBay EBAY.OQ 32.16 (USD) 21 Mar 07 2,6,8,14
Amazon.com AMZN.OQ 39.80 (USD) 21 Mar 07 2,6,14,15

*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies.

Important Disclosures Required by U.S. Regulators

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States. See
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes.
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company
calculated under computational methods required by US law.

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services
from this company in the next three months.

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company within
the past year.

15. This company has been a client of Deutsche Bank Securities Inc. within the past year, during which time it received non-
investment banking securities-related services.

Important Disclosures Required by Non-U.S. Regulators

Please also refer to disclosures in the “Important Disclosures Required by US Regulators” and the Explanatory Notes.
2. Deutsche Bank and/or its affiliate(s) makes a market in securities issued by this company.

6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company
calculated under computational methods required by US law.

For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
research, please see the most recently published company report or visit our global disclosure look-up page on our
website at http://gm.db.com.

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject
issuers and the securities of the issuers. In addition, the undersigned lead analyst(s) has not and will not receive any
compensation for providing a specific recommendation or view in this report. Jeetil Patel

Deutsche Bank Securities Inc. Page 5
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Historical recommendations and target price: eBay (EBAY.O0Q)

(as of 3/21/2007)

50.00 Previous Recommendations
45.00 A Strong Buy
Buy
40.00 Market Perform
Underperform
° 35.00 | 8 9 Not Rated
o Suspended Rating
‘= 30.00 - )
o Current Recommendations
>
= 25.00 Buy
=1 Hold
b 2000 1 Sell
%) Not Rated
5.00 Suspended Rating
10.00 *New Recommendation Structure
as of September 9, 2002
5.00
0.00 T T T T T T T
Mar 05 Jun 05 Sep 05 Dec 05 Mar 06 Jun 06 Sep 06 Dec 06
Date
1. 4/21/2005: Hold, Target Price Change USD35.00 6. 5/22/2006: Hold, Target Price Change USD30.00
2. 7/21/2005: Hold, Target Price Change USD36.00 7. 7/20/2006: Hold, Target Price Change USD26.00
3. 1/19/2006: Hold, Target Price Change USD44.00 8. 12/26/2006: Hold, Target Price Change USD29.00
4. 3/27/2006: Hold, Target Price Change USD40.00 9. 1/25/2007: Hold, Target Price Change USD32.00
5. 4/20/2006: Hold, Target Price Change USD35.00

Historical recommendations and target price: Amazon.com (AMZN.0Q)

(as of 3/21/2007)

60.00 Previous Recommendations
Strong Buy
50,00 3 Buy
4 7 Market Perform
Underperform
Not Rated
.g 4000 1 5 Suspended Rating
i Current Recommendations
Z 3000 e Buy
5 Hold
b Sell
v 2000 - Not Rated
Suspended Rating
000 1 *New Recommendation Structure
’ as of September 9, 2002
0.00 . . . . . . .
Mar 05 Jun 05 Sep 05 Dec 05 Mar 06 Jun 06 Sep 06 Dec 06
Date
1. 4/27/2005: Buy, Target Price Change USD42.00 5. 7/26/2006: Hold, Target Price Change USD31.00
2. 7/27/2005: Buy, Target Price Change USD45.00 6. 10/25/2006: Hold, Target Price Change USD35.00
3. 10/26/2005: Downgrade to Hold, Target Price Change USD44.00 7. 2/21/2007: Hold, Target Price Change USD37.00
4. 2/3/2006: Hold, Target Price Change USD38.00
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Equity rating key

Equity rating dispersion and banking relationships

Buy: Based on a current 12- month view of total share-

holder return (TSR = percentage change in share price

from current price to projected target price plus pro-

jected dividend yield ) , we recommend that investors

buy the stock.

Sell: Based on a current 12-month view of total share-

holder return, we recommend that investors sell the

stock

Hold: We take a neutral view on the stock 12-months

out and, based on this time horizon, do not recommend

either a Buy or Sell.

Notes:

1. Newly issued research recommendations and target

prices always supersede previously published research.

2. Ratings definitions prior to 27 January, 2007 were:
Buy: Expected total return (including dividends) of
10% or more over a 12-month period
Hold: Expected total return (including dividends)
between -10% and 10% over a 12-month period
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period

500
400
300
200
100

49% 49%

39%
23%
2% 18%

Buy Hold Sell

[ Companies Covered @ Cos. w/ Banking Relationship

North American Universe

Deutsche Bank Securities Inc.
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Regulatory Disclosures
SOLAR Disclosure

For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. This information is made available only to
Deutsche Bank clients, who may access it through the SOLAR stock list, which can be found at http://gm.db.com

Disclosures required by United States laws and regulations

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in
this report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership;
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods;
directorships; market making and/or specialist role.

The following are additional required disclosures:

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their
households from owning securities of any company in the analyst's area of coverage.

Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking
revenues.

Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households
from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage.
Distribution of ratings: See the distribution of ratings disclosure above.

Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if
with respect to multiple companies which are the subject of this report, on the DBSI website at http://gm.db.com.

Additional disclosures required under the laws and regulations of jurisdictions other
than the United States

The following disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United
States laws and regulations.

Analyst compensation: Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which
includes investment banking revenues

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian
Corporations Act.

EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest in Europe is contained in our
public facing policy for managing conflicts of interest in connection with investment research.

Germany: See company-specific disclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five
percent or more of the share capital. In order to prevent or deal with conflicts of interests Deutsche Bank AG has
implemented the necessary organisational procedures to comply with legal requirements and regulatory decrees. Adherence
to these procedures is monitored by the Compliance-Department.

Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with
this research report. Disclosure #5 includes an associate of the research analyst. Disclosure #6, satisfies the disclosure of
financial interests for the purposes of paragraph 16.5(a) of the SFC's Code of Conduct (the "Code"). The 1% or more interests
is calculated as of the previous month end. Disclosures #7 and #8 combined satisfy the SFC requirement under paragraph
16.5(d) of the Code to disclose an investment banking relationship.

Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the
Japanese Securities Dealers Association or the Japanese Securities Finance Company.

Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a licence in the Russian Federation.

South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2196, South Africa.
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the
source.

Turkey: The information, interpretation and advice submitted herein are not in the context of an investment consultancy
service. Investment consultancy services are provided by brokerage firms, portfolio management companies and banks that
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and
their clients. The interpretation and advices herein are submitted on the basis of personal opinion of the relevant interpreters
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and consultants. Such opinion may not fit your financial situation and your profit/risk preferences. Accordingly, investment

decisions solely based on the information herein may not result in expected outcomes.
United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in
the rules of the Financial Services Authority, should read this research in conjunction with prior Deutsche Bank AG research on

the companies which are the subject of this research.
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Global Disclaimer

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”). The information herein is believed by Deutsche Bank to be reliable and has been obtained
from public sources believed to be reliable. With the exception of information about Deutsche Bank, Deutsche Bank makes no representation as to the accuracy or completeness of such information.

This published research report may be considered by Deutsche Bank when Deutsche Bank is deciding to buy or sell proprietary positions in the securities mentioned in this report.

For select companies, Deutsche Bank equity research analysts may identify shorter-term opportunities that are consistent or inconsistent with Deutsche Bank's existing, longer-term Buy or Sell recommendations. This
information is made available on the SOLAR stock list, which can be found at http://gm.db.com.

Deutsche Bank may trade for its own account as a result of the short term trading suggestions of analysts and may also engage in securities transactions in a manner inconsistent with this research report and with respect to
securities covered by this report, will sell to or buy from customers on a principal basis. Disclosures of conflicts of interest, if any, are discussed at the end of the text of this report or on the Deutsche Bank website at
http://gm.db.com.

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without
notice. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein,
changes or subsequently becomes inaccurate, except if research on the subject company is withdrawn. Prices and availability of financial instruments also are subject to change without notice. This report is provided for
informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction or as an
advertisement of any financial instruments.

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon
their specific financial situations and investment objectives. If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the
income derived from, the financial instrument, and such investor effectively assumes currency risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report,
either directly or indirectly, may rise or fall. Furthermore, past performance is not necessarily indicative of future results
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