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Workday Inc (WDAY) — Equity Research Summary

Sector: Technology / Application Software | Price: $171.28 | Market Cap: $40.8B

---

1. Company Overview & Investment Thesis

Workday is a leading cloud-based software provider for enterprise human resources (HR), finance, and IT
management, serving large organizations that rely on its platform to run payroll, hiring, and financial planning. The
company is repositioning itself as an "enterprise AI platform," and with a string of earnings beats and a reasonable
forward valuation, it offers investors exposure to durable, subscription-based revenue at a time when the broader
software sector is recovering.

---

2. Fundamental Snapshot

Valuation: Workday's trailing P/E of 51.4 looks expensive at first glance, but this reflects modest current profitability
rather than a stretched valuation. The far more telling forward P/E of 15.1 suggests the market expects strong
earnings growth ahead — a level that is actually reasonable for a software company. Price-to-sales sits at 4.1,
moderate for the sector, and enterprise value is roughly $39.1B against $1.5B in EBITDA.

Earnings Trend: The company has beaten expectations for four straight quarters, with EPS growing steadily from
$2.21 to $2.66 and beats ranging from +4.2% to +6.9%. This consistency signals disciplined execution and improving
margins.

Revenue & Margins: Revenue reached $9.9B on a trailing basis, though recent growth has cooled to +4.5%
year-over-year in the latest quarter (down from +7.8% the prior quarter) — a point worth monitoring. Margins remain
healthy: gross margin near 76%, operating margin around 13%, and a net profit margin of 8.6%. Free cash flow of
$0.8B in the quarter is a clear strength.

Balance Sheet: Solid. Workday holds $4.4B in cash against $3.8B in debt — a modest net cash position — with a
conservative debt-to-equity ratio of 0.57.
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3. Technical Outlook

Workday trades at $171.28, sitting in the lower-middle portion of its wide 52-week range of $110.36 to $249.85. The
stock has recovered meaningfully off its recent lows near $158-$160, participating in a broad software-sector rally in
early August.

Momentum appears to be building after a volatile July, in which the tech sector broadly sold off. Recent sessions
show the stock outpacing the market on up days, a constructive sign.

Key levels to watch: Support sits near the recent lows around $155-$160, while significant resistance lies well above
at the upper end of the range. The nearer-term hurdle is reclaiming and holding the $175-$180 zone.

---

4. News & Sentiment

Overall Sentiment: Slightly Bullish

Three themes dominate recent coverage:

• Software sector rebound: Workday jumped alongside peers like Salesforce, Okta, and Datadog in early August
as the software group caught a strong bid following easing geopolitical tensions and strong tech earnings from
Microsoft and others.

• AI positioning: Workday's tie-up with EarnIn to streamline payroll enrollment reflects its push to strengthen an
AI-driven payroll and HR edge — a small but strategically directional move.

• Volatile backdrop: July was rough for tech broadly, with the sector down nearly 8%, so recent gains represent a
bounce off depressed levels rather than a clean breakout.

The market narrative frames Workday as a quality software name that got caught in a sector-wide selloff and is now
recovering, with investors watching whether AI initiatives can reaccelerate growth.

---

5. Bottom Line

Aerondight Systems Signal: BUY (7.56/10)

Thesis: Workday is a high-quality enterprise software franchise with consistent earnings beats, strong cash flow, and
a reasonable forward valuation, now recovering alongside a broad software rebound.

Key Catalyst: Fiscal 2027 Q2 earnings on August 27, 2026 — a beat-and-raise could confirm the growth
reacceleration story; disappointing guidance is the main risk.

Risk Level: Medium. The primary concerns are decelerating revenue growth (down to +4.5%) and a high trailing
valuation, balanced against a solid balance sheet, reliable execution, and improving sector sentiment. Note that the
analyst price target of $169 implies the stock is roughly at fair value near current levels, so upside likely depends on
continued execution.

---
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