Quick Heal Technologies Ltd — May 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline One-line: The thesis remains a transition story: stagnant retail growth is being offset by
aggressive R&D/Sales reinvestment into the Enterprise segment (Seqrite) to pivot the business mix.

Dimension

Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs nii Revenue [B42 Cr (+3% YoY) met expectations; EBITDA margin 31% 0
nline
Guidance within 30-32% guidance.
. . High (Core Growth driven by Enterprise (23%); no material one-offs; PAT decline
Earnings Quality ) . . . O
driven) is due to intentional R&D/Sales spend.
. . Reaffirmed 30-32% EBITDA range but deferred the 3-year strategic
Guidance Confidence  Neutral ad
roadmap to next quarter.
Management — Transparent about attrition (29%) and the need for external 0
Credibility ¢ consultants to shape long-term strategy.
Business Quality Stable Dominant in consumer retail but shifting focus to the higher-growth 0
Signal Enterprise market.
Q2 + Segment Mgmt plans to increase Enterprise (Seqrite) to 50% of revenue in 3-4
Key Q&A Exchange . O
Mix years.
The Street's Primary Revenue Analysts questioned why revenue is stuck in the [B00-350 Cr range 0
Anxiety Stagnation for 6-7 years; mgmt blamed low retail growth and GST.
. Heavy R&D (26% of revenue) and S&M (24%) to launch new
Capital Cycle Stage Investment ) O
enterprise products (HawkkEye/HawkkHunt).
. . L PAT declined 22% YoY as mgmt prioritized growth investments over
Margin Trajectory Deteriorating o O
near-term profitability.
- Products priced at a premium; shifting mix from "cost-conscious" to
Pricing Power Stable . ) O
"premium" total security products.
FCF Conversion & Stron Cash/equivalents at [B59 Cr; zero debt; (400 Cr returned to 0
Quality g shareholders in 3 years.
Competitive Moat Stable Undisputed leader in Indian consumer segment (~75% share); 0
Signals lagging global giants in enterprise.
Balance Sheet
Strong Zero debt; cash balance exceeds annual revenue. 0
Strength
Working Capital Stable No material flags raised; COVID impacted Jan sales but normalized 0
Efficiency later.
Mgmt Guidance Reliable Consistent delivery on EBITDA margin targets and shareholder 0
Track Record payout policy.
. . . 29% attrition is high, even if lower than the 40% industry average;
Key Vulnerability High Attrition . L O
impacts product dev timelines.
Confident/ Confident in Enterprise traction but pragmatic about low-single-digit
Management Tone . ) O
Pragmatic retail growth.

Key Takeaways: * Positives: Enterprise ARR has crossed the 100 Cr milestone, growing at 23% (double the
industry rate). The company maintains a "fortress" balance sheet with [(B59 Cr cash and a disciplined 30%+



EBITDA margin despite heavy reinvestment. * Negatives: The core Retail segment is a mature, low-growth
market (industry growth ~4%) and was further impacted by the Jan COVID wave. Attrition at 29% remains a
critical risk to R&D execution. * The Street's Concern: Analysts are frustrated by the long-term revenue plateau
(CBOO-350 Cr range). Management responded by highlighting the structural shift from VAT (5-7%) to GST (18%)
which suppressed net revenue growth historically, while identifying Enterprise as the future multi-fold growth
engine. * Watchpoint: Execution of the beta products (HawkkHunt/HawkkEye) and the unveiling of the 3-year
strategy roadmap currently being drafted by a global consulting firm.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT not available — all numbers sourced from concall transcript.

Current Qtr / [0}
Q QoQ Trend Mgmt Commentary

FY22 Change

Adjusted for FY21 spillover, growth was 10%.

Revenue (FY22) [B42Cr 1 3% N/A 1 . .
Driven by Enterprise.
(103 Cr Jan sales impacted by COVID wave impacting
Revenue (Q4) ] 1 1.5% N/A l . o
(derived) traditional distribution.
EBIT Margin (%)  Not stated N/A N/A N/A Mgmt focused on EBITDA margin instead.
Lower due to 30% YoY increase in R&D and
PAT (FY22) B3 Cr 1 22% N/A !

Sales & Marketing spend.

EBITDA Margin I (from Intentional reduction to invest in future enterprise
31% N/A 1

% 38%+) growth.

. High, but mgmt notes it is better than the 40%
Attrition (%) 29% 1 N/A ! .
industry benchmark.

R&D Spend (% Investing in next-gen products like EDR
26% 1 N/A 1

Rev) (HawkkHunt).

S&M Spend (% Focusing on direct-to-consumer and enterprise
24% 1 N/A 1

Rev) sales channels.

Cash & Equiv [B59 Cr N/A N/A - Strong balance sheet; zero debt.

. Milestone reached in Q4; includes [82 Cr actual
Enterprise ARR (100 Cr+ 1 N/A 1

FY22 revenue.

2B. SEGMENT BREAKDOWN

Revenue (0 .
Segment cr) Margin  Trend Key Development
Retall 263 Cr . Industry growing at 4%; D2C/Online
1 6% Inline - Laggard
(Consumer) (approx) grew 11%.
Enterprise ARR crossed [100 Cr; 30+ new large

! 82 Cr 1 23% Inline 1 Outperformer .
(Seqrite) customers in Q4.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate

Historical
Delivery

Risk Flag

Guidance

Guidance

Guidance

Strategy

Strategy

Capital
Allocation

Revenue
Mix

Margins

Retail
Growth

New
Products

Strategy
Roadmap

Dividends

Enterprise to reach 50% of
total revenue in 3-4 years.

30% to 32% EBITDA range
in the near term.

Lower single-digit growth
expected (aligned with
industry 4%).

Beta products (HawkkHunt/
HawkkEye) to flow to
revenue in 4-6 quarters.

Engaging global
consultants to fructify long-
term growth plans.

Proposed [4.5/share
dividend; >30% payout
policy.

Needs ~35-40%
CAGR in Enterprise if
Retail stays flat.

Requires disciplined
opex control vs R&D
needs.

Minimal execution
required.

Beta testing must
convert to commercial
sales by FY24.

Roadmap release
expected in coming
quarters.

Maintainable via [B59
Cr cash pile.

First entry

Met this quarter
(31%).

Consistent with
industry.

First entry

Delayed from

Q4.

Strong track

record ([400 Cr
in 3 yrs).

High execution risk
in large enterprise

sales.

High attrition
driving up costs.

Low (Market
maturity).

Competition from
global EDR

players.

Execution gap

without clear plan.

Low.



4. ANALYST Q&A



Relevance

4.5

5.0

3.5

Analyst /

Firm

Rushank
Mody

Rushank
Mody

Rushank
Mody

Theme

Categor
Cluster gory

Management
Talent War

Commentary
Growth Management
Strategy Commentary
Global Business
Sales Overview

Underlying
Concern

Is attrition an
issue and how
are you
handling
rising
employee
costs?

Where do you
see enterprise
revenue in 3-5
years?

How are you
planning to
increase
revenue share

Management
Response &
Investment
Implication

Evaded /
\\[o]
Addressed

Credibility

Mgmt admitted
attrition is 29%
and is focusing
on
engagement
and retention
programs for
their 50%
engineering
workforce.
While high, the
29% rate
remains
significantly
below the 40%
industry
average,
suggesting
better-than-
average
developer
loyalty which
protects
product
roadmaps.

None 4.0

Mgmt plans to
increase the
Seqrite
revenue share
to at least 50%
of the total pie
in the next 3-4
years. This
confirms a
fundamental
pivot away
from the
stagnant retail
market toward
the high-
growth
enterprise
security space,
implying a re-
rating if
successful.

None 3.0

Mgmt is
focusing on e-
commerce
(Amazon) for
retail and
channel

None 3.0

Verdict

Specific &
quantified

Directional
target

Consistent
strategy



Q# Relevance

Analyst /

Firm

Sanjay /
Envision

Dhwanil
Desai

Theme
Cluster

Geography

Operating
Leverage

Category

Business
Overview

Financials

Underlying
Concern

from outside
India?

Which specific
geographies
are you
focusing on
and are you
diversifying
beyond
cyber?

Is the 50%
revenue
spend on
R&D/S&M
sustainable
and will
margins hold?

Management
Response &

Evaded /

[\ o] Credibility Verdict

Investment
Implication

Addressed

networks in SE
Asia, Africa,
and parts of
Europe for
enterprise.
International
expansion is
being done
"gradually" to
avoid
excessive
branding
costs, meaning
near-term
growth
remains India-
centric.

Mgmt named
South Africa,
SE Asia, and
Korea as key
markets and
firmly ruled out
diversification,
staying
focused on
cybersecurity.
This focus is a
positive for
business
quality,
ensuring R&D
is not diluted
into non-core
areas.

None 4.0

Mgmt
confirmed
these high
spends are
necessary for
growth but
maintained a
full-year
EBITDA None 4.0
guidance of
30-32%. This
implies that
any revenue
growth will be
reinvested for
the near term,

capping

Clear focus

Quantified
range



Q# Relevance

Analyst /

Firm

Dhwanil
Desai

Dhwanil
Desai

Theme
Cluster

Revenue
Plateaus

Capital
Allocation

Category

Management
Commentary

Capex and
Allocation

Underlying
Concern

Why has
revenue been
stagnant at
[B00-350 Cr
for 6-7 years?

will
incremental
capital be
returned to
shareholders
given the high
cash
balance?

Management
Response &
Investment
Implication

Evaded /
\\[o]
Addressed

Credibility

margin
expansion until
the new
enterprise
products scale.

Mgmt cited
industry-wide
low retail
growth (4%),
GST
implementation
(increasing tax
from 5% to
18%), and
recent COVID
impacts as
reasons for the
plateau. The
pivot to
Enterprise is
the structural
response to
this stagnation;
the thesis
depends
entirely on
Seqrite's ability
to break this
range.

None 8.

Mgmt stated
they will
balance
shareholder
returns with
organic/
inorganic
growth
investments
identified by
their new
consultants.
This hints at a
potential move
toward M&A to
accelerate the
Enterprise
roadmap,
which would
be a significant
change in
capital use.

None 3.0

Verdict

Plausible
but
retrospective

Vague on
M&A



Management

Evaded /
Analyst/ Theme Underlying Response & .
Q# Relevance . Category [\ o] Credibility Verdict
Firm Cluster Concern Investment
.. Addressed
Implication
Mgmt clarified
that margins
for both

segments are
currently in the
same range.
Are enterprise This suggests
that the shift to

margins better o None 4.0
Enterprise is a

Rajiv Margins by
Pandya Segment

Financials Quantified

Rajiv Govt
Pandya

Dhwanil
10 4.0

Business

Pricing
Desai Power

Business
Overview

Business
Overview

than retail?

Are you
benefiting
from
government
focus on
cybersecurity?

As volumes
grow, do
prices go
down and
how do you
protect
realization?

volume/TAM
play rather
than a margin-
expansion play
in the
immediate
future.

Mgmt declined
to provide
specifics, citing
confidentiality
of government
contracts. This
deflection
leaves a
portion of the
enterprise
growth story
unverified for
external
analysts.

Mgmt
explained they
use a tiered
product
strategy (AV
Pro to Total
Security) to
capture all
price points
without broad
discounting.
Shifting the
market from
"cost-
conscious" to
"premium" is
their primary
tool for
realization
growth,
indicating
stable-to-

Specific
contract 2.0 Evasive

details

Specific
strategy

None 4.0



Management
Analyst/ Theme Underlying Response &

Evaded /
[\ o] Credibility Verdict
Addressed

Q# Relevance Category

Firm Cluster Concern Investment
Implication

improving
pricing power.

PATTERN FLAGS & SENTIMENT

* Theme 1: The Transition to Enterprise. Analysts are laser-focused on when Quick Heal will break out of its
[B50 Cr revenue ceiling. Management is pinning all hopes on Seqrite (Enterprise), targeting a 50% revenue
mix. The concern remains live because while Enterprise is growing at 23%, it is not yet large enough to move
the needle on the total consolidated revenue.

* Theme 2: Investment vs. Profitability. There is a recurring anxiety about the high R&D and S&M spend
(50% of revenue). Management was firm that this is a "growth phase" and margins will be sacrificed (held at
30-32%) to build the enterprise pipeline. This suggests no significant "earnings beat" is likely in the next few
quarters until the beta products (EDR) commercialize.

* Theme 3: Capital Allocation. The [B59 Cr cash pile is both a strength and a source of analyst questioning.
Management's mention of "inorganic acquisition" under the guidance of consultants suggests the company
may be preparing for a mid-sized acquisition to bolster its Enterprise tech stack.

Analyst Sentiment Verdict: Analysts appear skeptical but curious. They are frustrated by the multi-year
revenue stagnation in the retail segment but are encouraged by the 23% growth in Seqrite and the cross-[100
Cr ARR milestone. Management's credibility remains intact due to their disciplined margin guidance and
consistent dividend policy, but the "thesis" is now heavily back-ended toward the success of the yet-to-be-
revealed 3-year roadmap.

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

What Changed Prior Quarter This Quarter Direction

First entry N/A First entry N/A
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