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Price: $126.86 Signal: BUY (7.53/10) Market: bull_tech

Equity Research Summary: Paylocity Holding Corporation (PCTY)

Rating: BUY (7.53/10) | Price: $126.86 | Target: $153 (+20.6%)

---

1. COMPANY OVERVIEW & INVESTMENT THESIS

Paylocity is a cloud-based provider of human capital management (HCM) software, offering payroll, HR, finance, and
IT solutions primarily to small and mid-sized businesses. The stock is interesting now because it has fallen sharply
from its 52-week high yet continues to deliver strong double-digit revenue growth and consistent earnings beats —
suggesting the market may be underpricing a durable, high-margin software franchise.

---

2. FUNDAMENTAL SNAPSHOT

Valuation: Paylocity trades at a trailing P/E of 26.3, but the forward P/E of 13.9 is notably attractive for a growing
software company — implying the market expects strong earnings expansion ahead. The EV/EBITDA of roughly 16x
and price-to-sales of 3.8x sit at reasonable levels for the HCM software space, particularly given the company's
growth rate.

Earnings Trend: The company has beaten estimates in each of the last four quarters, with beats ranging from
+11.5% to +15.6%. The most recent quarter (March 2026) delivered EPS of $2.89 versus a $2.58 estimate — a
+12% surprise. This consistency signals reliable execution.

Growth & Margins: Revenue reached $1.7B on a trailing basis, with the latest quarter growing 23.1%
year-over-year. Gross margins are healthy at 72.3%, and operating margin expanded to 31.5% in the most recent
quarter. Profit margin stands at 14.9% — a solid profile for a scaling software business.

Balance Sheet: Strong. With $0.3B in cash against only $0.1B in debt and a low debt-to-equity ratio of 0.11,
Paylocity holds a modest net cash position and generates positive free cash flow ($0.2B).

---

3. TECHNICAL OUTLOOK
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Position in Range: The stock sits in the lower-middle of its 52-week range of $92.99–$197.78, currently at $126.86
— well off its highs after a significant multi-year slide.

Momentum: Momentum appears to be building. Recent sessions show multiple sharp rallies (a 5.8% jump in late
June, plus several "shares soaring" days in early July) as investors rotate back into oversold enterprise software
names. The stock has recovered from lows near $93 and is attempting to establish a base.

Key Levels: Support sits near the 52-week low around $93–$106 (recent trading zone). Resistance lies well above at
the $150s (near the analyst target) and ultimately toward the prior high near $198.

---

4. NEWS & SENTIMENT

Overall Sentiment: Slightly Bullish

Three key themes emerge from recent news:

• Sector rotation tailwind: Multiple articles highlight investors rotating out of high-flying semiconductors and into
oversold enterprise software, repeatedly lifting PCTY shares. Falling Treasury yields have also supported
valuations.

• AI-driven product expansion: Paylocity acquired AI-native Aidora to automate leave management, reinforcing
its push to embed artificial intelligence into its HR platform.

• Industry recognition: PCTY earned "Top Marks" among HR software peers in Q1 earnings reviews, and
analysts flag it among internet stocks with solid upside for the second half of 2026.

The current market narrative is a recovery story: after a steep decline, investors are re-evaluating a fundamentally
strong company that may have been oversold. One note cautions the stock "may be fully valued" after its slide,
reflecting some healthy skepticism.

---

5. BOTTOM LINE

Aerondight Systems Signal: BUY (7.53/10)

Thesis: Paylocity is a profitable, fast-growing HCM software leader trading at a discounted forward valuation after a
sharp pullback, offering ~21% upside to consensus targets.

Upcoming Catalyst: Q4 FY26 earnings (conference call announced July 14) — a fifth consecutive beat could
reinforce the recovery narrative.

Risk Level: Medium — The low beta (0.52) and strong balance sheet reduce downside risk, but the stock's history of
significant drawdowns and rich trailing multiple warrant some caution.

---
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