Quick Heal Technologies Ltd — Oct 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Weak Miss One-line: The high-growth Enterprise pivot hit a significant speed bump this quarter due to
government deal slippages and sales reorganization, forcing the company to pivot back to its B2C roots with a
"first-of-its-kind" AntiFraud product to sustain momentum.

Dimension Sentiment

This Quarter

Signal | Evidence

Beat/Miss vs Prior
Quarter

Earnings Quality

Guidance Confidence

Management
Credibility

Business Quality
Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin Trajectory

Pricing Power

FCF Conversion &
Quality

Competitive Moat
Signals

Balance Sheet
Strength

Working Capital
Efficiency

Mgmt Guidance Track

Record

Key Vulnerability

Management Tone

Weak Miss

Low (Treasury
driven)

Neutral

Neutral

Stable

Q#8
(Predictability)

R&D "Black Hole"

Re-investment

Stable

Stable

Distorted

Widening

Strong

Deteriorating

Mixed

Sales Execution

Cautiously
Confident

Revenue ([73.5 Cr) up only 4.5% QoQ); Enterprise mix fell from 42%
to 38%.

Other Income ([5.2 Cr) exceeded PAT ([4.1 Cr); core EBIT is
essentially zero.

Management admits Enterprise sales pivot is "work in progress" and
government deals slipped.

Successfully launched AntiFraud.ai as promised, but failed to
sustain Enterprise revenue mix.

Resilience in legacy Consumer AV despite industry headwinds;
AntiFraud.ai adds a new category.

Analysts pressed for B2B lead indicators; Mgmt deflected specifics,
citing sales cycle complexity.

R&D at 46% of revenue is yet to yield a massive top-line breakout;
Mgmt claims 10-15% rev is now "new products."

Heavy spending on "Horizon-3" (Privacy/AntiFraud) while legacy AV
cash-cows the R&D.

EBITDA margin slightly up QoQ (4.2% vs 3.7%) but remains razor-
thin.

Holding retail prices in a declining market; Enterprise wins
competing with "Global Top 5."

Receivables spiked to [165.9 Cr; H1 PAT of [8.2 Cr is entirely tied
up in working capital.

Nine patents now held; successful displacement of global vendors

in logistics/media sectors.

[186.5 Cr in Cash/MFs; zero debt; self-funding all R&D.

Receivables up 26% since March 2024 ([165.9 Cr vs [131.7 Cr).
Delivered on product innovation (AntiFraud) but missed on
Enterprise sales scaling.

Transitioning from retail distributors to Enterprise-grade solution
selling is taking longer than expected.

Bullish on AntiFraud.ai category creation; sober on Enterprise
"sluggishness."



Sentiment: ONeutral

Key Takeaways: * Positives: The launch of AntiFraud.ai is a strategic "Hail Mary" to revitalize the B2C
segment, leveraging Quick Heal’s 30-year brand. It targets a massive, untapped market of 850M+ mobile users.
The company continues to win Enterprise displacement deals (Seqrite) against global titans, proving product
parity. * Negatives: The Enterprise segment (Seqrite), which was the primary growth thesis, saw its revenue mix
drop to 38% (from 42% last quarter). Working capital is a growing concern, with receivables ballooning to [165.9
Cr, suggesting either aggressive push-selling to distributors or collection delays in government accounts. * The
Street’s Concern: Analysts are losing patience with the "investment phase" of R&D. While management claims
new products now contribute 10-15% of revenue, the overall top line remains stagnant ([(¥3.5 Cr vs [778.4 Cr
YoY), implying the legacy core is eroding as fast as new products are growing. * Forward-looking Watchpoint:
Implementation of the DPDP Act. Management expects guidelines this quarter (Q3) with a revenue impact from
Q4 onwards. This remains the single largest "forced" catalyst for their Privacy products.

2. BUSINESS PERFORMANCE

2A. KEY METRICS (Software Products Focus)

Current Qtr QoQ

Metric Mgmt Commentar
(Q2EY25) Change 9 y

Sluggish enterprise business due to non-closure of

Revenue (OCr) 735 16.2% 1 4.5% - o
govt orders; sales pivot is WIP.

Gross Margin High margin software model; direct costs are

96.3% 1 (97.0%) 1 (97.7%) = T )
(%) primarily cloud/infrastructure.
YoY drop due to lower revenue base against high
EBITDA (OCr) 3.1 1 71.8% 119.2% ! i
fixed R&D costs.
EBITDA Margin Margin recovery QoQ but significantly lower than
a0 L(14.0%) 1 (37%) | o yieiEl Y
% historical 30%+ levels.
Supported by [5.2 Cr Other Income (MF/Bond
PAT (OCr) 4.1 1 68.2% 1 2.5% ! .
gains).
R&D Spend (O Maintained high burn at 46% of revenue; all
34.0 1 3.0% 1 1.4% - ) L .
Cr) innovation is expensed, not capitalized.
Enterprise Mix Slackening of Enterprise momentum; Consumer AV
38.0% L (42%*) 1 (42%) ! .
% holding ground.
Receivables (O CFO admitted focus is now on collections in the
165.9 1 26%** 1 26%** !
Cr) next 6 months.
Net Debt / Cash-rich but invested MF/Cash balances slightly
(186.5) N/A 1 (220.3) - . )
(Cash) down for working capital.

*Estimated based on prior Q context. **Since Mar 31, 2024.

2B. SEGMENT BREAKDOWN

Revenue (O YoY

Segment Margin  Trend Key Development
Cr) Growth
Consumer . Launch of AntiFraud.ai; focus on micro-
. 45.6* ~4% High - Outperformer . .
(Quick Heal) influencers (Raj Shamani).
Enterprise Government deal slippages; expansion
27.9* ~-11% Invest. ! Laggard

(Seqrite) into Mid-Market/Large Enterprise.



*Derived from 62/38 split on 73.5 Cr Revenue.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Feasibility

Historical Delivery

Guidance

Strategy

Product

Strategy

Financial

Revenue

GTM Pivot

AntiFraud.ai

DPDP Act

Collections

Focus on "profitable growth"
(No specific % given).

Pivot from SMB to Mid-
Market/Large Enterprise.

Create a new B2C category
for mobile/financial fraud.

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

Improve collections in H2
FY25.

Needs significant Q3/Q4
bounce to match FY24
top line.

Requires different sales
DNA; currently "work in
progress."

High; targeting 850M
mobile users with a B2C
direct model.

Dependent on Govt
enforcing guidelines (Q3
target).

High urgency;
receivables at 2.2x
quarterly revenue.

Missed on Enterprise
growth this quarter.

Mixed; securing logos
but slow revenue
conversion.

Delivered on product
launch/start of
monetization.

On track with R&D (Data
Privacy solutions ready).

Poor H1; requires strong
Q3/Q4 cash inflows.

High

Execution

Adoption

External

Liquidity



4. ANALYST Q&A



Theme
Cluster

Analyst /

Q# Rel. Category

Firm

Deepak ) .
AntiFraud Business
1 4.5 Sanskar / .
. Market Overview
Trust Line
Shankar
R&D . .
3 4.0 Narayanan / . Financials
Conversion
| thought
Pankaj / .
Margin . .
5 5.0 Affluent Financials
Collapse
Assets

Underlying
Concern

"What is the kind
of market size for
the anti-fraud

product in India?"

"In the previous
year the
percentage of
R&D spending...
hasn't translated
much into the
revenue part?"

"What had gone
wrong post FY22
that our margins
collapsed from 30
plus percent to
below 10%7?"

Management
Response &
Investment
Implication

Evaded / Not
Addressed

Credibility
(1-5)

Vishal Salvi
stated they
are creating a
new category
for 850M
mobile users
targeting
financial fraud
prevention via
Al. This pivots
the B2C
thesis from
"defending
PCs" to
"defending
digital
wealth,"
significantly
expanding the
TAM.

None 4.0

Salvi
explained that
R&D is an
"invest now
for future"
cycle, with
10-15% of
current
revenue
already
coming from
products
launched in
the last 18
months. This
confirms a
lagging but
present ROI
on the high
R&D burn.

None 35

Mgmt clarified
they are
intentionally
expensing
R&D (rather
than
capitalizing)
to build the
Segqrite stack
while
Consumer
revenue saw

None 5.0

Verdict

Directional /
Category
Play

Strategy
Reaffirmed

High
Transparenc



Management
Response &
Investment
Implication

Theme
Firm Cluster

Evaded / Not Credibility
Addressed (1-5)

Analyst /

Underlying
Concern

Q# Rel. Category Verdict

industry-wide
headwinds.
This
acknowledges
that low
margins are a
deliberate
strategic
choice to fund
an "internal
startup.”

Salvi
indicated
R&D costs
are unlikely to
grow
significantly
as they are

Darshil
7 4.0

Mihir
10 45

Carnelian

Debashish
Mazumdar /

13 45
Swan

Jhaveri /
Crown Cap

Manohar /

R&D
Stability

Rev Rec &
wWC

B2C vs
B2B
Strategy

Financials

Financials

Management
Outlook

"What's the basic
R&D spend we are
planning to do...
it's a sizable chunk
of our expense."

"How does cloud
[adoption] change
the revenue
recognition? ...how
should one see
the working capital
normalization?"

"Why launching a
product in a B2C
business and

now
optimizing
existing talent
for new
products. This
suggests the
"peak R&D
intensity" as a
percentage of
revenue may
have been
reached.

Mgmt clarified
revenue is
recognized by
license
(product) not
consumption;
CFO admitted
focus is now
on collection
in the next 6
months. The
spike in
receivables
(C165.9 Cr) is
the primary
overhang on
cash flow

quality.

Salvi
defended the
B2C move as

Guidance

Normalization
timeline

None

315

3.0

4.0

Opex Cap
Signal

Working
Capital Red
Flag

Strategic
Pivot Nuance



Management
Analyst / Theme Underlying Response & Evaded / Not Credibility

. Category Verdict
Firm Cluster Concern Investment Addressed (1-5)

Implication

a "natural
adjacency" to
leverage their
30-year brand
in a market
where
consumers
are losing
investing there money to
[when pivoting to scams. This
B2B]?" implies the
company will
not abandon
retail but use
itas an
"innovation
lab" for high-
volume
products.

Salvi expects
DPDP Act
enforcement
guidelines in
Q3, with
positive
"Can you talk a pipeline
Sanjay little bit more impact from .
DPDP Act Management ) . Specific
15 40 Shah / . about data privacy  Q4/Q1. This None 4.0
. Timing Outlook . Catalyst
Pranista and how that's remains the
evolving?" most
significant
external
catalyst for
the Enterprise
segment's re-

rating.

PATTERN FLAGS & SENTIMENT * Theme 1: The B2C Return. Analysts were skeptical about the move back
to B2C with AntiFraud.ai. Management was defensive but logical, arguing that protecting consumers from
"financial fraud" is a larger opportunity than "viruses." POSTURE: Confident/Strategic. * Theme 2: Working
Capital Friction. Questions on receivables and collections signals rising concern about the quality of Enterprise
revenue. Management’s admission of "focusing on collections" suggests Q3 cash flows will be critical to watch.
POSTURE: Reactive/Sober. * Theme 3: The Profitability "Bridge." The Street remains fixated on the bridge
back to 30% margins. Management was firm that this depends entirely on scaling the top line against a fixed
R&D cost base. POSTURE: Realistic/Long-term.

Analyst Sentiment Verdict: Analysts are cautiously watching the transition. While the product innovation (9
patents, AntiFraud launch) is respected, the execution delays in Enterprise sales (38% mix) and poor working
capital management have introduced skepticism. The credibility of the CEO is high, but the "operating leverage"
story is currently stuck in neutral.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1FY25) This Quarter (Q2FY25) Direction
Enterprise Mix 42% 38% | Deteriorating
New Product EDR/XDR monetization AntiFraud.ai Launched 1 Strategic Pivot
Working Capital Stable Receivables up 26% since Mar | Deteriorating
Core Profitability Negative EBITDA (H1 FY24) Positive EBITDA ([5.7 Cr H1) t Improving
Management Focus Sales Pivot / DPDP Collections / AntiFraud Launch - Neutral Shift
Cash Conversion High Low (H1 PAT < Receivable growth) | Deteriorating

Senior Analyst Note: The thesis is morphing. The original "Pure Enterprise Pivot" is taking longer to monetize
due to sales friction. However, the company is now attempting a dual-engine strategy: using AntiFraud.ai to stop
the bleeding in Consumer, while waiting for the DPDP Act to ignite Enterprise demand. Thesis remains intact
but requires higher monitoring of Receivables. STOP.
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