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1. Investment Thesis

Rubrik (NYSE: RBRK) is emerging as a key player in data protection and cyber resilience,
driven by a strong subscription-based model and accelerating adoption of its Rubrik
Security Cloud (RSC). The company’s successful pivot from traditional backup and
recovery toward zero-trust data security solutions underpins robust Annual Recurring
Revenue (ARR) growth. While Rubrik’s strategy to invest heavily in Al-driven products and
cloud-native offerings has delivered top-line expansion, elevated operating losses
underscore near-term execution and cost-management risks. For long-term, growth-oriented
investors comfortable with higher volatility, Rubrik offers an opportunity to capitalize on
the escalating need for cyber resilience—provided the company manages R&D spending
effectively and continues to scale its subscription base.

2. Financial Performance Overview

2.1 Revenue Trends
- Q2 FY2025
- Total Revenue: $204.95 million (+35% YoY, from $151.54 million).
- Subscription ARR: $919 million (+40% YoY).
- Q3 FY2025
- Total Revenue: $236.18 million (+42.6% YoY).
- Subscription ARR: $1.002 billion (+38% YoY).

Key Observations

1. Subscription Focus: Transition to Subscription ARR is fueling growth, supported by
multi-year deals and robust renewals.

2. Cloud & Al Adoption: Demand for cloud-native protection and Al-driven anomaly
detection solutions underlies the ARR expansion.

3. Seasonality & Deferred Revenue: Many Rubrik contracts are multi-year, with upfront
payments. Recognized revenue may lag bookings, requiring a careful look at ARR and RPO
(Remaining Performance Obligations).

2.2 Margins & Cost Structure
- Gross Profit Margin:
- Q2: ~72.2%, Q3: 72.6%—indicating stable gross margins thanks to a growing
subscription mix.



- Operating Expenses:
- R&D: Up 55% YoY in Q3, reflecting large-scale investments in Al-driven threat
detection and next-gen offerings.
- Sales & Marketing: Elevated as Rubrik expands enterprise sales teams to drive RSC
adoption.
- Profitability
- Despite strong gross margins, high R&D and S&M outlays contributed to negative
operating income.
- Net Loss: Q3 net loss of $130.91 million highlights the tension between growth
investments and near-term profitability.

2.3 Operating Leverage & Efficiency
- Subscription ARR Contribution Margin:

- Rubrik tracks a proprietary contribution margin metric for its subscription base.
Though not publicly detailed in the data provided, management commentary indicates
sequential improvement, suggesting scaling efficiencies.

- Cash Flow Considerations:

- Multi-year contracts provide upfront cash but recognized revenue is deferred. Close
monitoring of free cash flow (FCF) is necessary to gauge underlying liquidity and
sustainability.

3. Segment & Product Strategy

3.1 Rubrik Security Cloud (RSC)
- Core Growth Driver:
- Central to Rubrik’s pivot from traditional backup to an integrated cyber resilience
platform.
- Zero-Trust Architecture:
- Enhanced security postures address enterprises’ ransomware concerns, supporting
cross-industry demand.
- Al & Automation:
- “Al Data Trust” framework and automated recovery tools aim to differentiate Rubrik in
a crowded cybersecurity field.

3.2 Adjacent SaaS & Solutions
- Metadata & Analytics:
- Rubrik leverages its metadata to expand into compliance, data governance, and other
SaaS-based services.
- Multi-Cloud & Hybrid:
- Integrations with AWS, Azure, GCP, and on-premises environments broaden the total
addressable market (TAM).



4. Management Insights & Strategic Priorities

1. Accelerated RSC Adoption

- Leadership underscores migrating existing customers to Rubrik Security Cloud. They’re
incentivizing upgrades through refresh rights and subscription credits, though this
complicates revenue recognition.

2. Al-Centric Development

- Heavy R&D spending reflects belief in Al-driven threat detection and automated
recovery as key differentiators.

3. Focus on Large Enterprises & Upselling

- Emphasis on high ARR deals ($100K+ ARR subscribers grew from 1,969 in Q2 to 2,085
in Q3).

4. Geographic Expansion

- Building out sales capabilities in EMEA and APAC, balancing near-term cost pressures
against potential new-customer wins.

5. Industry & Competitive Landscape

5.1 Cybersecurity Momentum
- Elevated Security Spend:
- Ongoing ransomware threats and regulatory mandates (GDPR, CCPA) sustain budget
allocations for data protection.
- Peer Context:
- Palo Alto Networks, CrowdStrike: Renowned for broader threat detection and
response; Rubrik stands out in backup, recovery, and data-centric security.
- Pure Storage, Cohesity: Offer storage or backup solutions but lack Rubrik’s deep focus
on zero-trust data security and Al-based recovery.

5.2 Macroeconomic Factors
- Global Uncertainty:
- Recessions or budget freezes could delay cybersecurity deals. However, critical nature
of ransomware protection makes data security less discretionary.
- IT Spending Trends:
- Enterprise digital transformations, cloud migrations, and stricter compliance standards
drive sustained demand for backup and recovery solutions.

6. Risks & Challenges

1. Sustained Operating Losses
Ongoing high R&D and S&M spending might prolong net losses, testing investor patience.



2.

Execution Risk

Migrating customers to RSC requires smooth technical adoption and support, risking churn
if poorly managed.

3.

Competitive Pressure

Larger cybersecurity vendors could develop robust backup/recovery modules, challenging
Rubrik’s niche.

4.

Valuation Sensitivity
Reliance on continued ARR growth at high multiples makes Rubrik sensitive to interest-
rate shifts and macro slowdowns.

Subscription Credits & Refresh Rights
Revenue recognition can be bumpy if customers switch mid-contract or delay upgrades.
Adds complexity to near-term top-line visibility.

7. Growth Catalysts & Opportunities

. Al Integration

Successful roll-out of advanced anomaly detection and automated threat response could
boost customer retention and upselling.

. Zero-Trust Adoption

Security-focused IT budgets prioritize zero-trust strategies, aligning with Rubrik’s data-
centric approach.

Cross-Selling & Upselling
High ARR expansions from existing enterprises can significantly accelerate subscription
revenue.

Channel & OEM Partnerships
Partnering with hardware vendors, MSPs, or cloud providers could widen Rubrik’s
market reach.

Industry-Specific Solutions
Custom offerings for regulated sectors (finance, healthcare, government) could reinforce
ARR growth and pricing power.

8. Valuation & Outlook

Short-Term:

- Expect robust ARR growth to continue, fueled by cyber threat headlines and RSC
adoption.

- High R&D and sales costs will likely keep Rubrik in negative earnings territory for the
immediate future.

Long-Term:

- If Rubrik sustains 30%+ subscription ARR expansion and demonstrates operating
leverage, it could justify premium valuations akin to high-growth SaaS peers.



- Central question: Can Rubrik manage the costs of rapid expansion while fending off
intensifying competition, particularly from broader cybersecurity suites?

9. Conclusion

Rubrik’s strategic pivot to a zero-trust, Al-driven security platform positions the company
favorably in a market where ransomware incidents and stricter compliance continue to push
data resilience up the priority list. The transition to Rubrik Security Cloud has translated
into healthy subscription ARR gains, underscoring robust market acceptance. Yet, the
company’s heavy spending on product innovation (Al, cloud-native features) and expansive
go-to-market initiatives is straining near-term profitability. For investors, the Rubrik story
hinges on balancing these growth bets against the required execution. A successful scale-up
and consistent subscription growth could transform Rubrik into a top-tier data security
provider, while missteps in customer migration or intensifying competition could temper its
upside.



