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eGain (NAS:EGAN): $5.33 Rating: NEUTRAL
Market Cap: $153mm Short Interest: 2%
Enterprise Value: $83mm 12-month perf (%): -29%
EV/EBITDA: 16.2x 30-Day Average Daily Volume: 67k
P/E: 27x Date: 12/1/2024

Company Background

eGain (NASDAQ: EGAN) provides workflow solutions for contact centers, known as Knowledge Management
Systems (KMS). These systems aggregate up-to-date information enabling customer service agents to deliver high-
quality responses to customers. With the rise of generative Al, enterprises increasingly recognize the value of such
solutions, leveraging Al agents to provide superior customer interactions at reduced costs—a technological sea
change. While eGain has strong offerings in this space, its ability to capitalize on growing demand is constrained
by a top-down leadership approach and intense competition from incumbents like Salesforce. Although initial
program wins are promising, we await further evidence of execution before considering a position.

Challenges/Risks

e CEO and Founder Ashu has led EGAN since its inception. Observing the frequent turnover of SVPs and
employee feedback, it is clear he maintains significant control over the company, a dynamic unlikely to
change. His track record of performance has been underwhelming, with the company's growth stagnant
over the past decade. While Ashu is product-oriented, his ability to inspire or implement transformative
change remains in question.

o The Conversation Hub segment is roughly 50% of EGAN’s business and is declining at a rate of around 7%
annually. It is primarily being leveraged for cash generation to fund their KMS product development.
EGAN is making significant investments with plans to launch Al Agents next year. However, any missteps
could leave it in a precarious position, facing subscale operations and declining revenues. Although the
company’s $70 million cash balance provides a modest buffer, its share buyback policies could deplete
this reserve rapidly.

Valuation

The rise of generative Al has amplified enterprise interest in such KMS offerings, creating significant growth
opportunities. However, EGAN’s ability to capitalize on this trend is constrained by its top-down leadership
approach and strong competition from incumbents like Salesforce and other CRMs. We would need to see proof
of execution and product market fit before initiating a position.

INVESTMENT DISCLAIMERS & INVESTMENT RISKS

Past performance is not necessarily indicative of future results. All investments carry significant risk and all investment decisions of an individual
remain the specific responsibility of that individual. There is no guarantee that our research, analysis, and forward-looking price targets will result
in profits or that they will not result in a full loss or losses. All investors are advised to fully understand all risks associated with any kind of
investing they choose to do.



