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Price: $199.53 Signal: BUY (7.64/10) Market: bull_tech

Equity Research Summary: AppFolio Inc (APPF)

Sector: Technology — Application Software | Price: $199.53 | Market Cap: $6.8B

52-Week Range: $142.56 – $315.76 | Rating: BUY (7.64/10)

---

1. COMPANY OVERVIEW & INVESTMENT THESIS

AppFolio provides cloud-based software that helps property managers run their businesses — handling everything
from leasing and accounting to maintenance and tenant communications. The company just crossed $1 billion in
trailing revenue while accelerating growth and expanding margins, and it is increasingly leaning into AI-driven
features that management credits for both stronger customer adoption and improved profitability. That combination of
durable double-digit growth and rising cash generation makes it an appealing name in a favorable environment for
technology stocks.

---

2. FUNDAMENTAL SNAPSHOT

Valuation. AppFolio trades at a premium: trailing P/E of ~43.6 and P/S of ~6.5. The forward P/E of ~128 looks
alarming at first glance, but this typically reflects conservative near-term earnings estimates rather than deteriorating
fundamentals — a common feature for high-reinvestment software names. Enterprise value sits at $6.2B, modestly
below market cap thanks to a net-cash balance sheet.

Earnings Trend. Results have been mostly positive. The company beat estimates in three of the last four quarters,
including a strong Q2 2026 (reported July 23): non-GAAP EPS of $1.71 (up ~24% year-over-year) topped the $1.67
consensus. Management raised full-year 2026 guidance to $1.117B–$1.127B in revenue and lifted its non-GAAP
operating margin target to 26.5%–28.0% — a clear signal of confidence.

Growth & Margins. Revenue reached a record $281 million in Q2, up 19.3% year-over-year. Gross margin is healthy
at ~63.5%, and operating margin has expanded to roughly 19% (GAAP), with the non-GAAP figure guided
meaningfully higher. Profit margin stands at 15.1%.

Balance Sheet. Very clean — approximately $0.2B in cash against negligible debt (D/E of 0.06), leaving the
company in a comfortable net-cash position with positive free cash flow.
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3. TECHNICAL OUTLOOK

The stock sits in the lower-middle third of its 52-week range ($142.56–$315.76), currently around $199.53 — well
off its highs but recovering off its lows. Momentum has been building: shares gained roughly 11% over the past four
weeks and recently broke above the 20-day moving average, a short-term bullish technical signal.

• Support: near the low $140s–$150s (recent-low zone)

• Resistance: the analyst target near $225, then the prior high near $315

A sustained move above the $225 area would confirm the recovery trend.

---

4. NEWS & SENTIMENT

Overall Sentiment: Bullish

Three themes dominate the recent coverage:

1. Strong Q2 and raised guidance — the July 23 report beat expectations, crossed $1B in trailing revenue, and
lifted both revenue and margin outlooks.

2. Analyst upgrades and optimism — AppFolio was recently moved to a top-tier "Strong Buy" ranking on rising
earnings estimates, with multiple articles highlighting its growth-stock credentials and potential upside.

3. AI as a growth engine — management repeatedly tied revenue acceleration and margin gains to newer
AI-powered product features.

The prevailing market narrative is that AppFolio is a proven, profitable growth compounder that is executing well and
using AI to widen its lead — though some commentary flags whether its rich valuation is justified.

---

5. BOTTOM LINE

• Aerondight Systems Signal: BUY (7.64/10)

• Thesis: A high-quality, net-cash property-management software leader delivering ~19% revenue growth with
expanding margins and improving momentum.

• Key Upcoming Catalyst: The next quarterly earnings report (Q3 2026, expected late October), which will test
whether raised full-year guidance holds.

• Risk Level: Medium. The business is financially sound with low leverage, but a premium valuation means the
stock is sensitive to any growth slowdown or earnings disappointment. The two mixed quarters over the past year
(two small misses) are a reminder that execution must stay consistent to support the price.

---
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