Quick Heal Technologies Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: The thesis is transitioning from a "cigar-butt" retail antivirus story to a high-growth
enterprise security pivot, validated by a 37% YoY revenue jump and the first sign of operating leverage despite
heavy R&D expensing.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Beat Revenue of [70.3 Cr vs [61 Cr (Prior Context Q1) and [(51.4 Cr
Guidance (Yoy).
. . PAT (4.0 Cr) is heavily supported by Other Income ([5.1 Cr); core
Earnings Quality Moderate L
EBIT is still near-breakeven due to R&D.
) ! Management declined specific EBITDA guidance but reaffirmed the
Guidance Confidence Neutral )
"Horizon" product roadmap.
Management S CEO Vishal Salvi (ex-Infosys CISO) has successfully pivoted the
Credibility g mix; Enterprise now 42% of revenue.
Business Quality Imorovin Enterprise segment grew ~47% YoY (using CFQO's [B2.5 Cr figure),
Signal P g outstripping retail stagnation.
Q2: DPDP Act Mgmt estimates a 4-5% uptick in IT spends; TAM expected to reach
Key Q&A Exchange
Impact [4,000 Cr by FY27.
The Street's Primary High fixed R&D (49% of revenue) keeps margins thin; mgmt
R&D Burn

Anxiety

Capital Cycle Stage

Margin Trajectory

Pricing Power

FCF Conversion &
Quality

Competitive Moat

Re-investment

Improving

Stable

Not Disclosed

response: "it's a fine balance for future growth."

Aggressive R&D in Horizon-2 (EDR/XDR) and Horizon-3 (GenAl/
Privacy) products.

EBITDA turned positive (3.7%) vs negative (-29.3%) in the same
quarter last year.

Holding 30%-+ retail share while moving "up-market" into Enterprise
with value-based pricing.

Q1 Cash Flow statement absent; focus remains on the [200 Cr+
cash pile.

Leveraging "Make in India" and immunity to global outages

. Widening . .
Signals (CrowdStrike) to win Government/BFSI deals.
Balance Sheet Stron Zero debt; cash-rich; self-funding the "Cybersecurity Startup"
Strength g (Seqrite).
Working Capital Stable No specific red flags in debtor days; seasonal government deal
Efficiency delays noted.
Mgmt Guidance Track Reliable Delivered on the promise of Enterprise mix expansion (now 42% vs

Record

Key Vulnerability

Management Tone

Sentiment: OJPositive

Sales Execution

Confident

36% in prior context).

Transitioning from retail "distributors" to "Enterprise GSIs" requires a
different sales DNA.

Bullish on "sovereign cybersecurity" and the structural tailwind of the
DPDP Act.



Key Takeaways: * Positives: Massive YoY revenue growth (+37%) and a swing from deep EBITDA loss to
profit. The Enterprise arm (Seqrite) is no longer a "side-project"—it is the growth engine, fueled by new EDR/
XDR products. The recent global IT outage (CrowdStrike) served as a free marketing event, proving Quick
Heal's "error-proof" track record over 30 years. * Negatives: Retail remains structurally challenged by low paid-
AV penetration (20-25% in India). Earnings quality is diluted by the fact that Other Income exceeds Profit Before
Tax, implying the core operations are barely self-sustaining the massive R&D burn ([B4.5 Cr). * The Street’s
Concern: Analysts remain wary of the R&D "black hole" where nearly 50% of revenue is spent on people/AWS
costs. Management’s response emphasizes that these are "Horizon-3" investments (GenAl, Privacy) necessary
to capture the [4,000 Cr TAM by FY27. * Watchpoint: Implementation of the DPDP Act guidelines. This is the
single largest "pull” factor that could move Seqrite from a "discretionary” to a "mandatory” spend for Indian
corporates.

2. BUSINESS PERFORMANCE

2A. KEY METRICS (Consolidated) DATA SOURCE: PPT figures are primary. CFO verbal commentary used for
specific segment figures.

Current Qtr YoY Change (vs
Mgmt Commentary

(Q1FY25) Q1FY24)

Driven by enterprise growth and consumer resilience;

Revenue 0.3 Cr 1 36.7% 1 .
growth isolated to Volume/New Products.
EBIT Margin Still marginally negative due to front-loaded R&D and
-0.3% 1 (from -35%) 1
(%) S&M costs.
Swung to profit from [15.1 Cr loss; reflects better
EBITDA 2.6Cr 1 117.2% 1

absorption of fixed costs.

EBITDA Margin Margin expansion driven by higher revenue base against
3.7% 1 (from -29.3%) 1 )
% fixed R&D/Emp costs.

High-quality recovery, though Other Income ([5.1 Cr)

PAT 4.0Cr 1 131.2% 1 . . .
remains a major contributor.
Represents 49.1% of revenue; mgmt expensing all
R&D Spend [B4.5 Cr 1 9.2% ! . .
innovation costs to P&L.
Focus on Seqrite brand building and digital awareness for
S&M Spend [18.9 Cr 1 3.3% N
Consumer.
Headcount / L .
Not Stated N/A - Mgmt noted attrition is on a "steady decline."
People
Attrition (%) Not Stated N/A 1 Claimed to be better than industry average.
Top Client Large deal wins in EDR/XDR mentioned but not
Not Stated N/A - o
Conc. quantified.

2B. SEGMENT BREAKDOWN

Revenue (O

Segment cn Margin Trend vs Co. Avg Key Development
Consumer . Market share maintenance; driving
. [B7.8 Cr* ~23% High 1 Laggard .
(Quick Heal) awareness via micro-influencers.
Enterprise Successful launch of on-premise EDR for

. [B2.5Cr ~57% Invest. 1 Outperformer i :
(Seqrite) Govt; first XDR wins.



*Calculated based on CFQO's total revenue and Enterprise revenue verbal disclosure.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Feasibility

Historical Delivery

Risk Flag

Guidance

Guidance

Guidance

Strategy

Strategy

Revenue
Mix

TAM
Growth

Product
Launch

DPDP Act

GTM Pivot

Achieve 50/50 split
between Consumer and
Enterprise.

Serviceable market to
reach [4,000 Cr by FY27.

Integrate GenAl across all
products in "near future."

Benefit from mandatory
compliance spends (4-5%
of IT budget).

Partner with Global
System Integrators
(GSls).

High; Enterprise must
grow at 2x Retail to hit this
in 2 years.

Requires aggressive
Horizon-3 product
adoption (GenAl/Privacy).

Dependent on R&D talent
retention and AWS cost
management.

Dependent on Govt
enforcing guidelines/
penalties ([200 Cr fine).

Critical for "moving up the
value chain" to large
enterprises.

On track; moved from
36% to 42%+ in 24
months.

Delivered on Horizon-2
(EDR/XDR)
monetization.

Launched on-prem EDR
in Q1 as promised.

Active participation in
data privacy conference
(Telangana).

Ongoing conversations
with "top GSls."

Moderate

High (Tech
risk)

Low

External

Execution



4. ANALYST Q&A



Analyst /

Q# Rel. Theme Category

Firm

Pratham
Mgmt
1 45 Shah / DPDP Act
. Outlook
Niveshay
Pratham . Business
2 4.0 Partnerships .
Shah Overview
Mihir
3 5.0 Manohar/ Investments  Financials
Carnelian

Underlying
Concern

"How many firms
will have to
upgrade... what
will be the scale
of
implementation?"

"Why do we need
these middlemen
companies (EET
Group/MTech) in
the enterprise
segment?"”

"Are those
additional
investments
flowing through
P&L... or taking it
through balance
sheet?"

Management
Response &
Investment
Implication

Evaded Cred. Verdict

Vishal Salvi
explained the
Act makes
every corporate
accountable for
data privacy
with fines up to
(200 Cr. This
signals a

Clear &
structural shift

Directional

None 4.0
from

discretionary to

mandatory

security

spending,

acting as a

multi-year

tailwind for

Seqrite.

Management
clarified that the
global
enterprise
product market
is deeply
dependent on
distributor
networks for
reach and
coverage. This
confirms the
strategy is to
trade some
margin for rapid
scale in the
Enterprise
segment.

None 5.0 Specific

Ankit
Maheshwari
confirmed all
R&D is
expensed
immediately to
the P&L,
maintaining a
conservative
accounting
stance. This
implies reported
PAT is
"understated"
relative to peers

High

None 5.0 .
Quality



Q# Rel.

4 85
5 4.5
6 4.0

Analyst /

i Theme
Firm

IshPreet
Kaur / .
Margins
Relax

Cap

Rusmik
Oza/9
Rays

Jatinder
Agarwal /
Relax
Cap

DPDP Act

R&D Detail

(o:11:Ts[o] 3

Financials

Financials

Business
Overview

Underlying
Concern

"How margins
would behave...
over the next two
or three years?"

"What is the mix
of R&D spend...
and by when
(Horizon-3) could
probably get
completed?"

"Are they not
spending
anything as of
yet... | am unable

Management
Response &
Investment
Implication

Evaded Cred. Verdict

who capitalize
R&D, providing
a margin of
safety for
investors.

Vishal Salvi
indicated that
as revenue
grows, the gap
between
revenue and
fixed R&D costs
will widen,
leading to
EBITDA
expansion. This
confirms the
"operating
leverage" play:
fixed costs are
now largely in
place, and
every
incremental
rupee of
revenue should
drop more to
the bottom line.

Vague/

Guidance 3.0
u Hedged

Mgmt noted
R&D is
primarily
manpower and
AWS costs,
with Horizon-3
(Privacy/GenAl)
timelines
ranging from 6
months to 1.5
years. This
highlights a
continuous 18-
month product
refresh cycle,
essential to
prevent
obsolescence.

None 4.0 Specific

Salvi used the
US/Europe
GDPR analogy,
noting that
regulation

Clear

None 5.0 .
Logic



Analyst /

i Theme
Firm

Jalaj / Product Business

Svan Maturity

(o:11:Ts[o] 3

Overview

Underlying
Concern

to understand

this correlation.”

"Where do we
stand currently
on acceptance
and maturity of
the product?”

Management
Response &
Investment
Implication

Evaded Cred. Verdict

"compels"
maturity in
ignored areas
like data
purging and
consent. This
clarifies the
"compliance-led
demand" thesis,
which is less
sensitive to
economic
cycles.

Salvi cited a
large client win
where they
replaced a
global media
solution,
avoiding the
recent global IT
outage. This None 4.0
provides a
"right-place,
right-time"
marketing
advantage for
Quick Heal to
displace global
vendors.

Directional

PATTERN FLAGS & SENTIMENT * Theme 1: The Regulatory Catalyst (DPDP Act). Analysts were laser-
focused on whether the DPDP Act is "real" or just hype. Management'’s posture was highly confident, framing it
as the Indian equivalent of GDPR that will mandate security budgets. Sentiment: PositivelLive. * Theme 2:
R&D Sustainability. Recurring questions on the 49% R&D-to-Revenue ratio show analyst anxiety about when
the "spending phase" ends. Management successfully reframed this as "investing in a startup within a company."
Sentiment: Neutral/Resolved for now. * Theme 3: Competitive Advantage (CrowdStrike Outage).
Management opportunistically used the recent global IT outage to prove their reliability. This is a powerful
narrative to win "sovereign" and Government deals. Sentiment: Positive.

Analyst Sentiment Verdict: Analysts were generally impressed by the 37% revenue bounce-back but remain
skeptical about long-term margin targets. The friction point remains the lack of formal EBITDA guidance.
Credibility improved significantly this quarter as the Enterprise pivot showed tangible "big wins" and successful

replacement of global competitors.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY23/FY22 context)  This Quarter (Q1FY25) Direction
Revenue Base 61 Cr [70.3 Cr 1 Improving
EBITDA Margin 1.72% 3.7% t Improving
Enterprise Mix 36% 42% 1 Strategic Pivot
Product Portfolio  Launching "Hawkk" suite Horizon-2 Mature; Horizon-3 (GenAl) active 1 Improving
Regulatory Env. Awaiting DPDP DPDP Act finalized; awaiting enforcement 1 Tailwind

R&D Focus Endpoint Protection (EPS) EDR, XDR, ZTNA, and Privacy t Complexity
Core Narrative Stagnant Retail AV Sovereign Cybersecurity Product Leader 1 Re-rating

Senior Analyst Note: The "Operating Leverage" trigger has been pulled. With [¥0 Cr revenue, the company is
now covering its massive R&D/S&M base. Every [10 Cr of incremental revenue hereafter should theoretically
add [4-5 Cr to EBITDA, assuming fixed costs remain stable. The thesis is no longer about "will they pivot?" but
"how fast can they scale?" STOP.



	1. VERDICT & BUSINESS QUALITY SNAPSHOT
	2. BUSINESS PERFORMANCE
	3. MANAGEMENT OUTLOOK & EXECUTION TRACKER
	4. ANALYST Q&A
	5. WHAT CHANGED vs PRIOR QUARTER

