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• Palo Alto Networks has underperformed other major cybersecurity stocks over the last six months.

• The company is pivoting to a “platformization” model in order to better serve its customers and this has 
led to a short-term slowdown in growth.

• Its Next-Generation Security business is currently delivering strong growth, with ARR rising 37% year 
on year in Q2 of fiscal 2025.

• Analysts at McKinsey & Co believe that cybersecurity could be a $2 trillion market in the future.

Cybersecurity is an area of technology that warrants investor attention today. Given the rise of artificial 
intelligence (AI), cyberthreats are increasingly becoming more sophisticated, meaning that the need for 
advanced threat detection and prevention is greater than ever.

One stock within this industry that deserves a look right now is Palo Alto Networks (PANW). It’s the larg-
est player in the cybersecurity market with a market capitalization of approximately $120 billion.

Over the last six months, this stock has underperformed others in its industry, rising just 7% versus 27% 
for Fortinet and 26% for CrowdStrike. So, there could be an opportunity here for investors seeking expo-
sure to the cybersecurity theme.

Palo Alto Networks: An 
Opportunity in Cybersecurity?
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Two Decades of Experience

Comprehensive Protection

Powerful Growth

Palo Alto Networks was founded in 2005 by Nir Zuk (who was previously a principal engineer at cyberse-
curity firm Check Point) with the vision of revolutionizing network security. Zuk recognized the limitations 
of traditional firewalls, which relied on port and protocol inspection, and set out to create an advanced 
product that could identify and control applications, regardless of port or protocol.

Since its inception, the company has come a long way, adapting to meet the evolving needs of modern 
enterprises. Not only has it acquired a number of innovative cybersecurity start-ups and focused on 
integrating AI into its products, but it has also been pivoting to a “platformization” model1, where it pro-
vides comprehensive protection to its customers via several different platforms (cloud security, network 
security, and security operations) instead of providing individual solutions.

This platformization approach integrates a range of cybersecurity solutions into a unified, scalable plat-
form that is capable of providing comprehensive protection to customers while simultaneously providing 
operational efficiencies. Leveraging the power of AI, automation, and analytics, this approach simplifies 
threat detection, response, and management, reducing the complexity and costs associated with man-
aging various cybersecurity tools.

Palo Alto refers to this platformization model as its “Next-Generation Security” business. And it’s having 
a lot of success with it at present.

Indeed, for the most recent quarter2 (fiscal Q2 2025), annual recurring revenue (ARR) for the Next-Gen-
eration Security business rose 37% year over year to $4.8 billion. This high level of growth suggests that 
customers are seeing significant value in the company’s AI-driven platform approach.  

During the quarter, the company added 75 new customers using one of its security platforms. It ended 
the period with 1,150 platformizations within its top 5,000 customers.  

It’s worth noting that many of its customers are adopting multiple platforms. “Our number of two-platform 
customers grew over 50% in Q2, and we’re seeing the number of three-platform customers up three 
times year over year,” said CEO Nikesh Arora on the Q2 earnings call.

Looking ahead, Palo Alto is hoping to have between 2,500 to 3,500 platformization customers by fiscal 
year 2030. It is also targeting $15 billion in Next-Generation Security ARR by 2030.

https://themesetfs.com/
https://themesetfs.com/etfs
https://themesetfs.com/about/
https://themesetfs.com/contact-us/
https://themesetfs.com/insights/
https://themesetfs.com/interviews/
https://www.facebook.com/ThemesETFs/
https://www.instagram.com/themesetfs/
https://www.linkedin.com/company/themesetfs
https://x.com/ThemesETFs
https://www.youtube.com/@ThemesETFs


themesetfs.com

Our ETFs About Contacts Insights Interviews

Q2 highlights:

Why Has PANW Underperformed?

A $2 Trillion Market Opportunity

• Revenue grew 14% year over year to $2.3 billion.

• Next-Generation Security ARR grew 37% year over year to $4.8 billion.

• Remaining performance obligation grew 21% year over year to $13.0 billion.

“In Q2, our strong business performance was fueled by customers adopting technology driven by the 
imperative of AI, including cloud investment and infrastructure modernization.”, Nikesh Arora, Chairman 
and CEO of Palo Alto Networks 

As for why the stock has underperformed over the last six months, it’s most likely related to the recent 
pivot to platformization (which was first announced in late 2023) and the related slowdown in growth. 
To convince customers with solutions from various vendors to standardize on one of its platforms, Palo 
Alto agreed to give them solutions for free in the short term so that they didn’t have to pay for the same 
solution from two different vendors at once.

This is set to negatively affect the company’s revenue growth in the near term, and it can be seen in 
recent results. In fiscal 2024, revenue growth was just 16.5% versus 25.3% in 2023 and 29.3% in 2022, 
while for Q2 of fiscal 2025, revenue growth was just 14% year over year.

This slowdown in growth is expected to be temporary, however. And those who are willing to look be-
yond the next few quarters could be rewarded.

In the long run, the platformization strategy should drive significant value for the company as once cus-
tomers are locked in, it will be very inconvenient for them to leave. The strategy should also help to boost 
margins since it allows for the upselling of additional services with minimal sales costs.

It’s worth noting that according to Grand View Research, the global cybersecurity market is likely to grow 
by 13% per year in the coming years to be worth more than $500 billion by 2030. Looking further out, the 
market could grow to be worth $2 trillion, according to McKinsey & Co3.

With its comprehensive set of cybersecurity solutions, Palo Alto Networks is well placed to capture the 
opportunity. So, now could be the time to get involved.

Footnotes: 

1PaloAlto Networks, Cybersecurity Platformization, as of April 26, 2024

2PaloAlto Networks, Palo Alto Networks Reports Fiscal Second Quarter 2025 Financial Results, as of February 13, 2025 

3McKinsey & Company, The cybersecurity provider’s next opportunity: Making AI safer, as of November 14, 2024  
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ALPS Distributors, Inc. (1290 Broadway, Suite 1000, Denver, Colorado 80203) is the distributor for the Themes ETFs Trust.

Investing involves risk, including the possible loss of principal. In addition to the normal risks associated with investing, international invest-
ments may involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting prin-
ciples or from economic or political instability in other nations. Emerging markets involve heightened risks related to the same factors as well 
as increased volatility and lower trading volume. Narrowly focused investments and investments focusing on a single country may be subject 
to higher volatility.

Technology-themed investments may be subject to rapid changes in technology, intense competition, rapid obsolescence of products and 
services, loss of intellectual property protections, evolving industry standards and frequent new product productions, and changes in business 
cycles and government regulation.

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the funds. Brokerage commissions will 
reduce returns.

Carefully consider the funds’ investment objectives, risk factors, charges, and expenses before investing. This and additional information 
can be found in the funds’ summary or full prospectus, which may be obtained by calling 1-866-5Themes (1-866-584-3637) or by visiting 
themesetfs.com. Please read the prospectus carefully before investing.

Themes Management Company LLC serves as an adviser to the Themes ETFs Trust. The funds are distributed by ALPS Distributors, Inc (1290 
Broadway, Suite 1000, Denver, Colorado 80203). Solactive, STOXX and BITA have been licensed by Solactive AG, ISS STOXX, and BITA Gmbh, 
respectively, for use by Themes Management Company LLC. Themes ETFs are not sponsored, endorsed, issued, sold, or promoted by these 
entities, nor do these entities make any representations regarding the advisability of investing in the Themes ETFs. Neither ALPS Distributors, 
Inc, Themes Management Company LLC nor Themes ETFs are affiliated with these entities.

Leveraged ETFs

Investment involves significant risk.

PERFORMANCE DISCLOSURE: The performance data quoted represents past performance. Past performance does not guarantee future 
results. The investment return and principal value of an investment will fluctuate. An investor’s shares, when redeemed, may be worth more 
or less than their original cost; current performance may be lower or higher than the performance quoted. Returns for performance for one 
year and under are cumulative, not annualized. Short term performance, in particular, is not a good indication of the fund’s future perfor-
mance, and an investment should not be made based solely on returns. For additional information, see the fund(s) prospectus.

INVESTMENT RISKS: Investing in the Funds involves a high degree of risk. As with any investment, there is a risk that you could lose all or a 
portion of your investment in the Funds.

An investor should carefully consider a Fund’s investment objective, risks, charges, and expenses before investing. A Fund’s prospectus 
and summary prospectus contain this and other information about Themes ETFs. To obtain a Fund’s prospectus and summary prospectus 
call 886-584-3637. A Fund’s prospectus and summary prospectus should be read carefully before investing.

An investment in the Fund involves risk, including the possible loss of principal. The Fund is non-diversified and includes risks associated with 
the Fund concentrating its investments in a particular industry, sector, or geographic region which can result in increased volatility. The use of 
derivatives such as futures contracts and swaps are subject to market risks that may cause their price to fluctuate over time. Risks of the Fund 
include effects of Compounding and Market Volatility Risk, Inverse Risk, Market Risk, Counterparty Risk, Rebalancing Risk, Intra-Day Invest-
ment Risk, Daily Index Correlation Risk, Other Investment Companies (including ETFs) Risk, and risks specific to the securities of the Underly-
ing Stock and the sector in which it operates. These and other risks can be found in the prospectus.

Underlying Stock Risk: The Underlying Stock is subject to many risks that can negatively impact its revenue and viability including, but are not 
limited to price volatility risk, management risk, inflation risk, global economic risk, growth risk, supply and demand risk, operations risk, regu-
latory risk, environmental risk, terrorism risk and the risk of natural disasters. The Underlying Stock objectives may be affected by its ability to 
develop and launch new products, the growth of its sales and delivery capabilities, part supplier constraints or delays, consumer demand for 
electric vehicles and competition from existing and competitors. The Fund’s daily returns may be affected by many factors but will depend on 
the performance and volatility of the Underlying Stock.

Fixed Income Securities Risk: When the Fund invests in fixed income securities, the value of your investment in the Fund will fluctuate with 
changes in interest rates. Typically, a rise in interest rates causes a decline in the value of fixed income securities owned by the Fund.

Money Market Instrument Risk: The Fund may use a variety of money market instruments for cash management purposes, including mon-
ey market funds, depositary accounts and repurchase agreements. Money market funds may be subject to credit risk with respect to the 
debt instruments in which they invest. Depository accounts may be subject to credit risk with respect to the financial institution in which the 
depository account is held. Repurchase agreements may be subject to market and credit risk related to the collateral securing the repurchase 
agreement. Money market instruments may lose money.

Effects of Compounding and Market Volatility Risk: The Fund has a daily leveraged investment objective and the Fund’s performance for peri-
ods greater than a trading day will be the result of each day’s returns compounded over the period, which is very likely to differ from the Fund 
performance, before fees and expenses.
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Leverage Risk: The Fund obtains investment exposure in excess of its net assets by utilizing leverage and may lose more money in market 
conditions that are adverse to its investment objective than a fund that does not utilize leverage.

Derivatives Risk: Derivatives are financial instruments that derive value from the underlying reference asset or assets, such as stocks, bonds, 
or funds (including ETFs), interest rates or indexes. Investing in derivatives may be considered aggressive and may expose the Fund to great-
er risks, and may result in larger losses or small gains, than investing directly in the reference assets underlying those derivatives, which may 
prevent the Fund from achieving its investment objective.

This information is not an offer to sell or a solicitation of an offer to buy shares of any Funds to any person in any jurisdiction in which an offer, 
solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction.
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