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Market share

2.57%
Vulnerability Qualys Revenue
Management Industry $321.6M
$12,500M .

Revenue Breakdown Products & Solutions

Qualys Cloud Apps

Foreign
Partner 28%
42% Direct

58%

United

States
72%
: Web Application Global IT Asset Cloud/Container
Compliance . .
Security Management Security
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Ind ustry overView SCHOOL OF BUSINESS

SAID THEIR CYBERSECURITY

RISKS ARE INCREASING . m2019 2020
3.8
07 -
79% OF BUSINESSES ARE ] I
INCREASING SECURITY 22 o
PROCEDURES FOR REMOTE 69 L, |
ACCESS 97 |
-15.5
Data Center Systems Enterprise Software Devices IT Services Communications Services
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Investment Thesis SCHOOL OF BUSINESS

Figure 2: Rule of 40
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Figure 1: Industry Peers Comparison to
| 1
2015 2016 2017 2018 2019 2020E
Company EBITDA Margin ROIC FCF Margin Sgles tlﬁ/r EBGITDAt;yr ZCF ltyhr Current Ratio CRAPEX L2
oW IOV, oW evenue W Profit margin Growth rate
Qualys 35.0 12.5 21.4 19.5 39.7 14.1 30.6 17.4 1.9 7%
Figure 3: EV/EBITDA 5 Years
Average 12.0 (32) (233) (5.1) 18.0 10.2 4.3 27.3 2.2 6% a6 253
Median 12.1 (7)) (222) (8.7) 15.5 12.2 4.8 20.8 1.8 5% 27 .
19.1 r1
Belden 14.7 (7.9) (24.6) (103) 6.9 (18.8) (28.7) (38.5) 2.2 5% s 0
F5 Networks 22.3 8.4 172 144 284 5.0 (18.6) 2.4 1.3 3% : : |
FireEye (6.5) (89) (35.2) (14.6) 1.5 6.8 40.3 39.1 1.7 4% |
Rapid7 (10.5) (9.8) (821) (16.7)  (3.5) 29.9 (25.8) 54.5 1.5 6% 0
Palo Alto (N
0,
Networks 9.6 (3.4) (19.9) (7.1) 241 17.5 28.1 (10.8) 1.9 6% | |
InterDigital 42.3 25 4.9 3.4 50.8 20.6 30.6 117.0 4.5 10% ]

2015 2016 2017 2018 2019  2020E

Source: FactSet
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catalysts SCHOOL OF BUSINESS

Short Term: COVID-19 and migration to the cloud

VMDR

LIFECYCLE

Short Term: Improving Ratios

Long Term: New products

Figure 1: Products per Customer Figure 2: Steady Increase over 5 years
$300 % 100%

NUMBER OF LARGE °%% 99% 230
DEALS INCREASED ° sg ron mror P
120% IN 3 YEARS ~ ©* o7 163 ]
$150 96% 13.4 : l
95% 101 10.7 fiEJ :
$100 i 94% — 85 B85 ' ||
Q2 2020: $50 o 5 ! |

92% 1
AVERAGE DEAL . o 0
SIZE INCREASED 7% 2 Producst 3 Products 4 Products 5 Products ! ! I
2015 2016 2017 2018 2019 2020P

I Retention Rate (9 = Avg Revenue per customer ($)
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Days Sales Outstanding

1. SHORTER CONTRACTS

91.8
88.1 88.56
2. PUBLIC CONFIDENCE ) m B
[ ] | :
]
83.7 0
82.4 )
L]
3. OVERCROWDED INDUSTRY B
]
L]
‘o
[}
o
2015 2016 2017 2018 2019 2020E
QLZS 2019 Adjusted EBITDA margin vs. —
44% select Security and SaaS peers

MARGINS

Peer Median: 12%
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Valuation
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SCHOOL OF BUSINESS

DCF Valuation Football Feld
Intrinsic Value $ 99.30 205.00
Discount / (Premium) 8.3% 185.00 165.23
Upside 8.9% 165.00 [
Discount Rate 2 8% Weighted Average Value: 145.00 156.09 s 125.22
125.00 :
Perpetual Growth Rate 1.6% (25/75)
Implied Exit Multiple 12.5x 105.00 -
85.00
$115.02
65.00
Intrinsic Value $ 162.15 45.00 63.37
Discount / (Premium) 43.8% 55 00
Upside 77.9% > _
DCF value at 23.3x-24.8 DCF value at 1.1-2.6% 52 week market high/low
Discount Rate 7.8% exit EBITDA range perpetuity range
Exit Multiple 24.3x Low mDifference  High
Implied Perpetual Growth Rate 4.7%
Scenario Analysis
Comps Analysis Best Case Revenue Growth increases to 19% CAGR
$124.94 EBIT margin improves to 25% of sales
Company SEIEH Market Cap EV EBITDA EV/EBITDA EVI/EBIT LETBIID'I?IlDJ,tA/ P /FCF CAPEX
Base Case Revenue Growth constant @ 17% CAGR
Qualys 3424 3,598.1 3,304.6 105.9 27.6 37.3 0.4 27.6 (25.0) $115.02 EBIT margin improves to 24% of sales
Weak Case Revenue Growth declines to 10% CAGR
Median 224.1 12.0 17.9 1.9 12.5 (51.7)
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