
© 2026 Aerondight Systems | AS-PCTY-20260804 | For informational purposes only. Not investment advice.

Paylocity Holding Corporation (PCTY) — Research Summary
Technology | Software - Application | 2026-08-04

Price: $143.32 Signal: BUY (7.64/10) Market: bull_tech

Paylocity Holding Corporation (PCTY) — Equity Research Summary

Sector: Technology (Software – Application) | Price: $143.32 | Market Cap: $7.5B

---

1. Company Overview & Investment Thesis

Paylocity is a cloud-based provider of HR, payroll, finance, and IT software, competing with players like ADP,
Paychex, and Workday. The company is interesting right now because it pairs strong double-digit revenue growth
with an aggressive push into AI-native tools—positioning it as a modern challenger in the human capital management
space just as enterprises accelerate AI adoption.

---

2. Fundamental Snapshot

Valuation: Paylocity trades at a trailing P/E of ~29.9, but the forward P/E drops sharply to ~15.6—signaling that the
market expects meaningful earnings growth ahead. On a sales basis, the P/S of 4.3 is reasonable for a
growth-oriented software name, and with an enterprise value of $7.2B against ~$0.4B EBITDA, the valuation is full
but not extreme for the sector. Price-to-free-cash-flow is supported by healthy cash generation.

Earnings Trend: The company has posted consistent, sizable beats over the last several quarters—EPS surprises of
+11.5%, +15.6%, and +12.0%. This track record of clearing expectations suggests conservative guidance and
reliable execution.

Revenue & Margins: The most recent quarter showed revenue growth of +23.1% year-over-year, with a strong gross
margin of 72.3% and an operating margin of 31.5%. Profit margin sits near 14.9%. These are healthy figures for a
scaling software business.

Balance Sheet: Solid. With ~$0.3B in cash and just $0.1B of debt (D/E of 0.11), Paylocity holds a net cash position
and generates positive free cash flow (~$0.2B), giving it flexibility to fund acquisitions and buybacks.

---

3. Technical Outlook
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At $143.32, the stock sits roughly in the middle-to-lower half of its 52-week range of $92.99–$197.78. Notably, the
shares have recovered from a steep multi-year slide and appear to be stabilizing.

Momentum: Recent price action has been constructive. Multiple news items describe PCTY shares "soaring" and
"skyrocketing" in July as investors rotated into oversold enterprise software names, suggesting momentum is building
rather than fading.

Key Levels: Watch support near the recent lows around $93 (52-week floor). On the upside, resistance sits well
above at the $197 high, with intermediate hurdles as the stock attempts to reclaim lost ground.

---

4. News & Sentiment

Overall Sentiment: Slightly Bullish

Three key themes stand out:

• AI leadership push: Paylocity launched "Ignite AI" and its centralized AI Hub, and expanded AI capabilities
through partnerships (HireQuotient) and an acquisition (AI-native Aidora for leave management). This positions
the company as a serious AI innovator in HR software.

• Sector rotation tailwind: Multiple articles note investors rotating out of high-flying semiconductors into oversold
enterprise software, directly lifting PCTY.

• Valuation debate: Some coverage cautions the stock may be "fully valued" after its recovery, following a prior
44% slide—reflecting a healthy balance of optimism and skepticism.

The market narrative frames Paylocity as a recovering growth story with genuine AI momentum, though investors
remain mindful of valuation after the recent bounce.

---

5. Bottom Line

Aerondight Systems Signal: BUY (7.64/10)

Thesis: Paylocity offers durable 20%+ revenue growth, expanding margins, and credible AI momentum at a
reasonable forward valuation—an attractive combination in a bullish tech backdrop.

Key Upcoming Catalyst: Q4 FY26 earnings (reported early August). Given the company's streak of double-digit
beats, this is the near-term event most likely to move the stock.

Risk Level: Medium. The business fundamentals and balance sheet are strong, but the stock has a history of sharp
swings (a prior 44% slide), and its recent rally raises valuation sensitivity. Analyst consensus is favorable (14 Buy, 5
Hold, 1 Sell) with a $153 target, implying modest ~6.9% upside from current levels.
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