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Decision assignment

Datadog ended the second quarter of 2026 with revenue of $1.121 billion, up 36% from a year
earlier. The company also reported about 4,720 customers with annual recurring revenue (ARR)
of at least $100,000, up from about 3,850 a year earlier. In its latest annual report, it said
customers were using a growing number of products across its observability and security
platform. [S1, S2, S3]

You are a hypothetical outside investor preparing a recommendation for an investment
committee. Should the committee place more confidence, the same confidence, or less
confidence in Datadog’s strategy of expanding beyond its original infrastructure-monitoring
product into security, developer workflows, analytics and Al? Explain what has to be true for
product breadth to strengthen Datadog’s position, make the strongest case for the alternative
view, and identify the evidence that would most change your assessment.

The committee cannot set Datadog’s roadmap or budgets. Public disclosures do not describe an
internal choice between product expansion and core investment. Your task is to assess the
credibility of the company’s growth logic from the outside, using only information available by
August 6, 2026.

From one monitoring product to a broad platform

Datadog sells subscriptions to a cloud-based software platform used to monitor applications and
IT infrastructure. Its original product was infrastructure monitoring. The company expanded into
application performance monitoring (APM), log management, user and network monitoring,
security, developer-focused observability, service management, product analytics and other
products. Datadog lists more than 20 products in its 2025 annual report. [S1]

The company describes its platform as modular: customers may use individual products or
combine them. Datadog says products can share a data model, metadata, dashboards and
cross-correlation. A common agent collects metrics, traces, logs and other telemetry, and more
than 1,000 integrations connect Datadog to cloud, on-premises and third-party systems. The
company argues that when products work together, customers can see more context and
troubleshoot faster. These are Datadog’s descriptions of its platform and intended benefits; the
public filings do not measure how much time customers save or how much incremental value
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each product creates. [S1]

Datadog has added products over time, often adjacent to monitoring and observability:

Exhibit 1. Selected product launches reported by Datadog

Period Examples listed in the 2025
Form 10-K
2017-2019 APM; Log Management; Digital

Experience Monitoring;
Network Performance
Monitoring

2020-2022 Cloud SIEM; Continuous
Profiler; Cloud Security Posture
Management; Cloud Workload
Security; Database Monitoring;
Application Security
Management; Cloud Cost
Management; Observability
Pipelines

2023-2025 Application Vulnerability
Management; Data Streams
Monitoring; LLM Observability;
OnCall; Product Analytics; Bits
Al SRE

Source: Datadog FY2025 Form 10-K, Item 1, “Our Growth Strategies.” This is a selected
company-reported launch chronology, not a measure of product success. [S1]

Datadog’s August 2026 second-quarter release highlighted more than 100 new capabilities
introduced at its user conference. Among them were Al features for incident investigation and
remediation, Al Guard, Bring Your Own Cloud, and tools for building Al agents. The company
also announced that it had acquired Adaptive ML to support Al research. The release described
these as recent product and strategy developments; it did not disclose product-level sales or
returns from them. [S3]

What does product adoption show?

Datadog reports customer adoption in broad product-count categories. At year-end 2025,
approximately 84% of customers used at least two products, compared with 83% in 2024. The
proportion using six or more rose from approximately 26% to 33%; the share using eight or
more rose from 13% to 18%. [S1]
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Exhibit 2. Datadog’s reported product adoption by customer

Products used Dec. 31, 2024 Dec. 31, 2025
2 or more 83% 84%

4 or more 50% 55%

6 or more 26% 33%

8 or more 13% 18%

10 or more 5% 9%

Source: Datadog FY2025 Form 10-K, Item 7, “Sustaining Innovation and Technology
Leadership.” Percentages are company-reported approximations. Product count is not product
revenue, adoption order, customer savings, profit, or proof that breadth caused growth. [S1]

The same annual report said Datadog had approximately 32,700 customers at year-end 2025,
up from 30,000 in 2024. Customers with at least $100,000 in ARR increased from 3,610 to
4,310. In the Q2 2026 release, Datadog reported about 4,720 customers at that ARR threshold,
up 23% from the prior year. These account and ARR measures give context on customer
growth; they do not identify which products those customers used or what drove their
expansion. [S1, S3]

Exhibit 3. Selected company-reported growth and investment measures

Measure Period Reported value

Revenue Q2 2026 $1.121 billion, up 36% year over year

Customers with ARR of at least June 30, 2026 About 4,720, up 23% year over year

$100,000

Research and development expense Q2 2026 $478.0 million; $387.5 million in Q2
2025

Sales and marketing expense Q2 2026 $311.5 million; $239.0 million in Q2
2025

Sources and limits: Revenue and customer figures are from the Q2 2026 release; expenses
are from the unaudited Q2 Form 10-Q. Expenses cover the company as a whole, include
applicable stock-based compensation and other items, and are not product-specific budgets.
ARR is Datadog’s annualized run-rate operating measure, not GAAP revenue or a revenue
forecast. [S2, S3]

Competitors make similar platform claims

Datadog competes across multiple categories. Its annual report names
application-performance-monitoring vendors such as Cisco, New Relic and Dynatrace;
log-management vendors such as Cisco and Elastic; and cloud-monitoring solutions from AWS,
Google Cloud and Microsoft Azure. The filing also identifies home-grown and open-source
systems, larger technology vendors and lower-priced competitors. These disclosures define
Datadog’s stated competitive set; they do not establish comparative product quality or price.
[S1]
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Competitors also describe broad platforms. Dynatrace’s FY2026 annual report describes
integrated observability, application security and Al operations, supported by a shared
data/context architecture. Elastic’s FY2026 annual report describes Search Al, Observability and
Security solutions built on a common platform and available through hosted or self-managed
deployments. Elastic also describes native OpenTelemetry support in observability. These are
competitors’ own descriptions, not independent evaluations. The filings do not supply a
like-for-like comparison of price, performance or customer outcomes. [S4, S5]

The competition creates a question about what makes breadth valuable. Is the advantage a
larger catalog, or an integrated system whose shared data, deployment model and workflows
solve a customer problem more effectively than separate tools? Could an open-source or
cloud-native option provide enough functionality at lower cost? What would show that adding
adjacent capabilities improves Datadog’s position rather than making its offering more complex
to build, explain and support?

What research suggests
Academic studies offer mechanisms and cautions, not a company-specific answer.

Tanriverdi and Lee studied a longitudinal sample of 884 software firms. Their published abstract
reports that diversification across software product markets and across operating-system
platforms can complement each other; the combination improved sales growth and market
share in their study, while following only one strategy was associated with weaker performance
on at least one measure. The paper is relevant to the idea that product scope may need a
shared technical platform to capture its benefits. The full article was not accessible for this case
research, and operating-system platform scope is not the same as Datadog’s product-count
metric. [A2]

Cennamo and Santalé examined platform competition in the U.S. video-game industry. Using
monthly sales data for 5,865 game titles and 14 consoles from 1995 to 2008, they estimated
fixed-effects models of console market share and used instruments to address endogenous
platform-strategy choices. They found that two strategies each associated with higher market
share when pursued alone-greater competition among game offerings and more exclusive
titles-had a negative interaction when pursued together. They also reported a U-shaped
relationship between platform distinctiveness and market share. [Al]

That study warns against assuming that every growth strategy scales smoothly when
combined. Its setting is materially different: game developers and console users create
two-sided network effects, whereas Datadog sells a first-party enterprise software platform. Its
results do not show that Datadog should narrow its product portfolio. They suggest testing
whether Datadog’s particular adjacent products reinforce its core, and whether the combined
system remains distinct and reliable.

Two views of Datadog’s next stage

An investor who favors broader scope could point to Datadog’s shared data architecture, rising
use of multiple products and large-customer growth. Customers facing more complex cloud,
software and Al systems may value connected observability, security and response capabilities.
A single platform could provide common context across teams and make it easier to add use
cases within existing accounts. If product combinations create measurable customer value, a
broad portfolio could support expansion and differentiate Datadog from stand-alone tools.

An investor who favors proof of focus could note that adoption percentages reveal product
count, not customer value or product economics. The same customer growth could arise from
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new accounts, larger workloads, increased use of existing products or broader cloud adoption.
Datadog competes against specialists, large cloud providers and open-source alternatives,
including competitors that also offer integrated platforms. Developing more products may
require continuing investment in engineering, integrations, reliability and go-to-market.
Datadog discloses these execution risks, but its filings do not show whether product breadth
has caused current quality or reliability problems. [S1, S4, S5]

The public record leaves several questions unanswered. It does not break out revenue,
retention, margins, support costs or customer outcomes by product or product combination. It
does not show whether multi-product customers expanded because of cross-correlation or
because their organizations already had more workloads and budget. Nor does it quantify how
much of Datadog’s Q2 2026 growth came from newer security or Al offerings.

Investment committee recommendation

At the August 6, 2026 cutoff, Datadog’s reported growth and adoption figures coexist with a
broad and active competitive field. Later product launches, financial results and customer
outcomes are outside the information set.

Should the committee place more, the same or less confidence in Datadog’s strategy of
expanding its observability platform into security, workflows, analytics and Al? State the
mechanism behind your recommendation, identify the strongest counterargument, and name
the one piece of evidence that would most change your view.
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