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$261.26 (Stock Price as of 01/07/2026)

Price Target (6-12 Months): $278.00

Summary

ADP aspires to grow on the back of its three-tier business
strategy and use its transformation initiatives to innovate and
expand margins. Acquisitions have been pivotal in ADP’s
ability to operate across borders. The company pursues
buyouts that complement the overall business mix. This stock
is eye candy for dividend-seeking investors. The recent rise in
the current ratio suggests a robust liquidity position for the
company. Meanwhile, rising expenses due to acquisitions and
investments are worrisome and can affect profitability.
Automatic Data Processing faces high competition, which
shoots talent costs sky-high and can affect the company’s
growth. The stock decreased by 7.1% over the past year, and
we maintain a neutral recommendation on it in anticipation of
a cheaper entry for investors.

Data Overview

52 Week High-Low $329.93 - $247.18

20 Day Average Volume (sh) 2,093,212
Market Cap $105.7 B
YTD Price Change 1.6%
Beta 0.86
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Zacks Industry Rank
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Top 23% (55 out of 244)

Last EPS Surprise 2.1%
Last Sales Surprise 1.0%
EPS F1 Est- 4 week change 0.0%
Expected Report Date 01/28/2026
Earnings ESP 0.0%
P/ETTM 25.7
P/E F1 24.0
PEG F1 2.7
P/STTM 51

Long Term: 6-12 Months

Short Term: 1-3 Months

Zacks Report Date: January 08, 2026

(Since: 09/29/20)

Prior Recommendation: Underperform

Zacks Rank: (1-5)
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(1) The data in the charts and tables, except the estimates, is as of 01/07/2026.
(2) The report's text, the analyst-provided estimates, and the price target are as of 12/17/2025.
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Overview

Automatic Data Processing, Inc. is one of the leading providers of cloud-
based Human Capital Management (HCM) technology solutions -
including payroll, talent management, Human Resources and benefits
administration, and time and attendance management - to employers
around the world. The company delivers its global HCM strategy and
makes investments in highly strategic areas and technology in order to
strengthen its underlying business model and prospects for continued
growth.

The company was founded in 1949, incorporated in the State of
Delaware in June 1961 and completed its initial public offering in
September 1961. The company serves more than 1 million clients across
140 countries and territories.

ADP has two reportable business segments — Employer Services and
Professional Employer Organization (PEO) Services.

Employer Services: The Employer Services segment offers a
comprehensive suite of HRO and technology-based HCM solutions,
which includes payroll services, benefits administration, talent
management, HR management, time and attendance management,
insurance services, retirement services and compliance services. The
company mainly serves clients ranging from single-employee small
businesses to large enterprises with tens of thousands of employees
around the world. In fiscal 2025, revenues from this segment increased
6.2% year over year.

Professional Employer Organization (PEO) Services: The Professional Employer Organization (PEO) Services segment provides small and
medium-sized businesses with employment administration outsourcing solutions, including payroll, payroll tax filing, HR guidance, 401(k) plan
administration, benefits administration, compliance services, health and workers' compensation coverage, and other supplemental benefits for
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the employees. Revenues from this segment increased 7.3% on a year-over-year basis in fiscal 2025.

ADP’s PEO business, named ADP TotalSource, is the largest PEO in the United States based on the number of worksite employees. It serves
approximately 17,000 clients and more than 761,000 worksite employees across 50 states and operates as a certified PEO under the United

States Internal Revenue.
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Reasons To Buy:

A ADP’s three-tier business strategy helps it maintain and grow its strong position as a ADP’s acquisition strategy
human capital management (HCM) technology and services provider. The company is and initiatives to
focused on delivering a complete suite of cloud-based HCM and HR Outsourcing solutions. It streamline and expand its
is expanding its international HCM and HRO businesses with established local, in-country business. Shareholder-
software solutions and cloud-based multi-country solutions. Banking on its business strategy friendly policies and strong
we expect top line to grow 5.8% year over year in fiscal 2026. quuidity bodes well.

A ADP has been able to accelerate DataCloud penetration and increase investment in inside
sales, mid-market migrations and service alignment initiatives through its ongoing

transformation initiatives. Through these initiatives, the company continues to innovate, improve operations, expand margins and enhance
innovation abilities.

A Strategic acquisitions like Celergo, WorkMarket, Global Cash Card and The Marcus Buckingham Company have strengthened ADP’s
customer base and are helping it expand operations in international markets. The company continues to pursue acquisitions that strategically
fit its overall business mix and are easy to integrate over the long term. The recent acquisition of WorkForce Software improves ADP's human
capital management solutions suite, primarily in workforce management.

A ADP has a consistent track record of dividend payments. In fiscal 2025, 2024, 2023, 2022, and 2021, the company paid $2.4 billion, $2.2
billion, $1.9 billion, $1.7 billion and $1.6 billion in dividends, respectively. Such moves indicate the company’s commitment to return value to
shareholders and underline its confidence in business. We are expecting steady income growth, which will translate to steady cash flow,
enabling ADP to pay out stable dividends.

A ADP's current ratio (a measure of liquidity) at the end of the first-quarter fiscal 2026 was pegged at 1.05, lower than the industry average of
1.95. However, a current ratio of more than 1 often indicates that the company will be easily pay off its short-term obligations.



Reasons To Sell:

W The outsourcing industry is labor-intensive and heavily dependent on foreign talent. Rising Stiff competition and the
talent costs due to competition could curb the industry’s growth. ADP, being one of the rise in expenditures act as
companies in the industry, is likely to be affected. major headwinds for ADP.

W ADP has been witnessing a notable uptick in its expenditures due to ongoing acquisitions
and investments in its transformation projects. Specifically, in fiscal 2025 and 2024, it
increased 6.8% and 6.2%, respectively. The same had increased 8% and 10% in fiscal 2023 and 2022, respectively. This expense trend has
persisted over several years, with expenses increasing 2% in 2021, 3% in fiscal 2020, 3.7% in fiscal 2019, and a significant 7.7% in fiscal
2018. Consequently, it is anticipated that this ongoing increase in expenses will continue to exert pressure on ADP's bottom-line performance
in the foreseeable future.

W ADP faces significant competition in each of its product lines. Both its Employer Services and PEO Services segments compete with other
independent business outsourcing companies in most of their operating regions. Also, the company has seen some negative impact on its
retention rate owing to the increasing competition and migration from the legacy business. Moreover, the company faces significant regulatory
risks in the U.S. as well as in the international markets. Partly due to these negatives, shares are down 7.1% in the past year.



Last Earnings Report

ADP's Q1 Earnings Beat Estimates FY Quarter Ending 6/30/2025

) ) ) ) ) ) Earnings Reporting Date  Oct 29, 2025

ADP has reported impressive flrst-guarter fiscal 2026 results, wherein earnings and revenues Sales Surprise 0.95%
outpaced the Zacks Consensus Estimate. -

EPS Surprise 2.05%

ADP’s earnings per share of $2.49 beat the consensus estimate by 2.1% and increased 6.9% Quarterly EPS 2.49

from the year-ago quarter. Total revenues of $5.2 billion surpassed the consensus estimate by Annual EPS (TTM) 10.16

a slight margin and grew 7.1% on a year-over-year basis.

ADP’s Segmental Results

Employer Services’ revenues of $3.5 billion increased 7% on a reported basis and 5% on an organic constant-currency basis, surpassing our
estimate of $3.4 billion. Pays per control remained flat with the year-ago quarter.

PEO Services’ revenues gained 7% from the year-ago quarter to $1.7 billion and met our projection. Average worksite employees paid by PEO
Services were 754,000, rising 2% from the year-ago quarter.

Interest on funds held for clients grew 13% from the year-ago quarter to $287 million and missed our estimate of $342.4 million. ADP’s average
client funds balance rose 7% to $34.9 billion. The average interest yield on client funds expanded 20 basis points (bps) to 3.3%.

Automatic Data Processing’s Margins

Adjusted EBIT increased 7% on a year-over-year basis to $1.3 billion. The adjusted EBIT margin remained flat at 25.5%. The margin of Employer
Services decreased 50 bps, while PEO Services declined 140 bps from the year-ago quarter.

Balance Sheet & Cash Flow of ADP

Automatic Data Processing exited first-quarter fiscal 2026 with cash and cash equivalents of $2.5 billion compared with $3.3 billion at the end of
the preceding quarter. The long-term debt of $4 billion remained flat with the preceding quarter. The company generated $642.3 billion in cash
from operating activities in the quarter.

Automatic Data Processing’s FY26 Outlook

For fiscal 2026, ADP expects year-over-year revenue growth of 5-6%. The adjusted EPS growth guidance is kept at 8-10%. The adjusted
effective tax rate is estimated to be 23%. The guidance for the adjusted EBIT margin is 50-70 bps. Automatic Data Processing’s Employer
Services’ revenue growth expectations to 5-6%. The guidance for PEO Services is kept at 5-7%.



Recent News
On Nov 12, 2025, ADP announced a dividend of $1.7 per share, payable on Jan 1, 2025, with the ex-dividend date set for Dec 12, 2025.

On Oct 29, 2025, ADP announced the acquisition of Perquity. This buyout will widen the tools ADP offers to support the complex compensation
planning requirements of its mid-size, enterprise and multination customers.

On Sept 19, 2025, ADP announced its partnership with SAP to enable shared clients to run ADP Global Payroll in the cloud.

Valuation

ADP shares are down 13.6% over the past six months and 7.1% over the trailing 12-month period. Stocks in the Zacks sub-industry declined 5%
while the Zacks Computer and Technology sector gained 22.4% over the past six months. Over the past year, the Zacks sub-industry and sector
gained 5.4% and 24.7%, respectively.

The S&P 500 index is up 17.2% and 19.6% in the year-to-date period and in the past year, respectively.

The stock is currently trading at 23X forward 12-month price-to-earnings, which compares to 33.1X for the Zacks sub-industry, 27.86X for the
Zacks sector, and 23.3X for the S&P 500 index.

Over the past five years, the stock has traded as high as 34.87X and as low as 22X, with a 5-year median of 27.68X. Our Neutral
recommendation indicates that the stock will perform in line with the market. Our $278.00 price target reflects 24.41X price-to-earnings.

The table below shows summary valuation data for ADP.

Valuation Multiples - ADP

Stock Sub-Industry Sector S&P 500
Current 23 331 2786 233
P/E F12M 5-Year High 3487 67.45 2892 2378
5-ear Low 22 322 18.7 15.73
5-Year Median 2768 4222 2661 22
Current 478 475 6.51 525
PISF12W 5-Year High 6.25 6.07 739 55
E-Year Low 444 3 424 383
5-Year Median 528 4.66 6.29 5.05
Current 1664 5.86 10,45 847
P/BTTM 5-Year High 43.46 7.04 1169 817
5-Year Low 1168 284 6.52 66
5-Year Median 225 532 8.58 8.05

As of 12/16/2025 Source: Zocks Investment Research



Industry Ana|ysis(1) Zacks Industry Rank: Top 23% (55 out of 244)
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_____ Industry — Price 340 Company (Ticker) Rec Rank
250 ; 320 Brink's Company (The...(BCO) Neutral .

i 300
280 Broadridge Financial...(BR) Neutral
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Adecco SA (AHEXY) Underperform
Industry Comparison(l) Industry: Internet - Software Industry Peers

ADP X Industry S&P 500 AHEXY BR CGEMY
Zacks Recommendation (Long Term) Neutral - - Underperform Neutral Neutral
Zacks Rank (Short Term) - -
Market Cap 105.67 B 810.41 M 40.07 B 5.09B 25.62B 29.28 B
# of Analysts 5 4 22 2 4 2
Dividend Yield 2.60% 0.00% 1.38% 2.12% 1.78% 1.49%
Value Score |E| - -
Cash/Price 0.08 0.14 0.04 0.08 0.01 0.09
EV/EBITDA 13.70 5.04 14.89 9.34 16.74 NA
PEG Ratio 2.75 1.61 2.04 1.18 NA 4.83
Price/Book (P/B) 16.58 3.37 341 1.32 9.72 2.37
Price/Cash Flow (P/CF) 18.45 23.76 15.44 6.99 17.08 9.86
P/E (F1) 24.36 25.10 18.58 9.87 23.38 12.11
Price/Sales (P/S) 5.05 3.78 3.06 NA 3.63 NA
Earnings Yield 4.18% 3.47% 5.38% 10.13% 4.28% 8.27%
Debt/Equity 0.62 0.00 0.57 0.78 1.06 0.32
Cash Flow ($/share) 14.16 0.10 8.98 2.16 12.85 3.49
Growth Score |E| - - |E|
Hist. EPS Growth (3-5 yrs) 13.44% 14.56% 8.24% -1.54% 11.04% NA
Proj. EPS Growth (F1/FO0) 8.99% 36.55% 9.21% -7.25% 9.82% 7.95%
Curr. Cash Flow Growth 7.00% -14.98% 7.00% -11.23% 7.91% -2.33%
Hist. Cash Flow Growth (3-5 yrs) 7.48% 16.34% 7.49% -6.69% 11.20% 13.79%
Current Ratio 1.05 1.61 1.19 1.04 0.93 1.11
Debt/Capital 38.41% 4.32% 38.14% 43.72% 51.35% 24.06%
Net Margin 19.79% -1.03% 12.77% 1.22% 13.11% NA
Return on Equity 70.63% 2.20% 17.03% 10.98% 43.28% NA
Sales/Assets 0.37 0.59 0.53 1.92 0.85 NA
Proj. Sales Growth (F1/F0) 5.80% 13.09% 5.29% 6.40% 5.40% 6.30%
Momentum Score - - |E|
Daily Price Chg 0.05% 0.00% -0.34% 0.81% -1.01% 2.71%
1 Week Price Chg -2.30% -2.75% 1.10% 3.50% -3.38% -0.78%
4 Week Price Chg 0.74% -1.80% 0.50% 14.28% -3.28% 0.38%
12 Week Price Chg -8.08% -9.05% 3.75% 0.11% -5.19% 21.51%
52 Week Price Chg -10.49% -10.94% 16.94% 24.76% -4.37% 5.90%
20 Day Average Volume 2,093,212 583,280 2,431,070 5,085 576,113 375,225
(F1) EPS Est 1 week change 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(F1) EPS Est 4 week change 0.00% 0.00% 0.00% -4.38% 0.00% 0.00%
(F1) EPS Est 12 week change -0.20% 2.98% 0.44% 0.88% 0.70% 4.40%
(Q1) EPS Est Mthly Chg 0.00% 0.00% 0.00% 0.00% 0.00% NA
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Analyst Earnings Model@

Automatic Data Processing, Inc. (ADP)
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Income Statement
Revenues Other than Interest & PEO 112220 $11,953.6 128822 23,2035 $32832 $38077 $3327.2 $13.416 $3.3489 $3.4995 $3.635.1 36610 14144 4 $15,M0.9
Total Interest on Funds Held for Clients. 28134 21,0247 81,1881 5286.8 23214 $320.0 532486 81,3128 $3%.3 $:85 $393.0 $3687 §1,437.0 81,5714
PEQ Rewenues $5976.8 382283 36676 $1.684.9 317200 $1864.0 817407 $7.0095 $1.7495 §1.825.1 $1.8642 $1.903.7 §7.425 57474
Total Revenues $18,012.2 $19,202.6 $20,560.9 §5,175.2 §5324.6 $5851.7 $53925 $21,744.0 §5.425.1 $5,673.0 §5,802.3 $5,933.4 $2989 §24,329.3
O perating Expenses 286574 29,0501 |exT 32,4516 24174 $2573.8 524411 §9.8939 524822 525133 525824 526100 §10,187.9 $10,758.5
Research and Development 38448 38557 $088.6 22512 $2835 $2909 5215.0 $1.1006 53289 $304.3 $3049 3219 $1.50.1 $1.3564
Depredigtion and Amortization 3432 M09 485.0 $123.3 §1314 §126.2 5164 §507.3 5168 31376 §1365 §1398 5540.7 §555.4
Total Cogts of Revenues $9.0534 $10.476.7 §11,007.3 §2,83%.1 $2832.3 §2990.8 $2.8425 §11,50.8 $29379 §2,95%.2 §$3.038 $3.071.7 §11,0887 $12,670.4
Gross Profit $8,058.8 $8.725.9 $9.463.6 §2,339.4 §2492.3 §2860.9 §2,549.9 §10,42.2 §2487.2 $2,717.8 §2,868.5 $2,861.7 §10,935.2 §11,659.0
Selling, General & Administrative Expense 235514 33,7789 4097 £1,008.3 210540 $11389 $1,1084 $4.3076 $1.0750 $.1m.0 $1.262 §1.185.4 245074 248062
Total Expenses §$13,504.8 §14,255.6 §15,149.0 §3.842.4 $3886.4 §4129.7 $3950.9 §15,800.4 840129 §4,05.2 §4,2499 $4.67.4 §16,586.1 §17.476.5
EBITDA §4919.1 $5,361.0 $5,833.1 §1.441.6 $1493.0 §18437 $1.4829 96,261.3 §15204 §1,7054 §.7M14 §1,762.3 $6,759.6 §7.3462
EBIT §4437.6 §4.872.3 §5.310.1 §1,307.5 §1350.9 §1706.7 §1,3457 $6710.8 §1,3828 §4,667.0 §1,624.2 $1.61.7 $6,175.7 86,7475
Adjusted EBIT §4467.9 $4,890.1 $5.347.1 §1.318.3 §1361.7 $M1M75 $1,356.5 §5,7540 §1.3936 §1,567.8 §1,635.0 §1,622.5 $6,18.9 $6,7903
Interest Expense §253.3 53614 $455.9 $135.4 81803 S116.6 8197.0 $629.3 $130.9 $162.3 $1255 £1840 §5827 §550.9
Other (IncomelExpense, Net (§183.5) (3286.7) (3354.1)) F10.) 333.0) 101.3) (1.2} ($405.6) (5101.5) (§102.5) 3107.3) 3109.4) (34206 (34457
PreTax Income $44376 §4.872.3 $5.310.1 $1.307.5 §1350.9 §1706.7 §1.3457 $h710.8 §1,3828 §4,557.0 §1.624.2 $1.61.7 $6.175.7 $6.7475
Income Tax, Adjusted 21,0280 332 31245 52845 $3134 $396.0 23122 $1.316.1 $318.0 §38.1 §3736 3707 51,4204 $1,5519
Income Tax, GAAP 210256 311203 312304 22045 $3039 $384.0 23028 $12853 314 $3503 $3654 $3626 $1,3895 §15182
Tax Rate, Adjusted 23.2% 232%] 232%] Z25% 232% 232% 23.2% 23.0%] 23.0% 23.0% 230% 23.0% pati] 2.0
TaxRate, GAAP 23.1% 23.1% 232% 225% 225% 225% 225% 22.5% 22.5% 22.5% 225% 225% 22.5:3 2.5%
Net Income, Adjusted §3.4195 §3.784.5 §$4.092.0 §1.013.0 §1046.9 $3227 §1.0420 $44256 $1.071.7 §1,206.7 §1.258.7 $1.249.4 $4,786.2 $52294
Netincome, GAAP §34120 §3.752.0 §4,0M9.7 §1,013.0 $1046.9 13227 $1.043.0 $44256 §1.071.7 §1,206.7 §1.258.7 §1.249.1 §4,786.2 §5.2294
Diluted Shares O utstanding &157 4122 4087 406.5 406.0 4055 405.0 4058 4045 404.0 403.5 403.0 4037 4.7
Diluted EPS, Adjusted $8.23 §9.48 §10.01 §249 §2.58 §3.26 §2.58 §10.91 §2.65 §299 §312 §310 §11.5 §13.02
Diluted EPS, GAAP §6.21 §9.40 998 5249 §2.58 §3.26 $2.58 §10.91 $2.65 §299 §312 §340 §11.85 §13.02
Dividend per Share 8479 8548 SR (7 gcd £170 8170 8170 SEEd g7 g1a0 g14a0 g1a0 10 Tk




Zacks Stock Rating System

We offer two rating systems that take into account investors' holding horizons: Zacks Rank and Zacks Recommendation. Each provides valuable
insights into the future profitability of the stock and can be used separately or in combination with each other depending on your investment style.

Zacks Recommendation

The Zacks Recommendation aims to predict performance over the next 6 to 12 months. The foundation for the quantitatively determined Zacks
Recommendation is trends in the company's estimate revisions and earnings outlook. The Zacks Recommendation is broken down into 3 Levels;
Outperform, Neutral and Underperform. Unlike many Wall Street firms, we have an excellent balance between the number of Outperform and
Neutral recommendations. Our team of 70 analysts are fully versed in the benefits of earnings estimate revisions and how that is harnessed
through the Zacks quantitative rating system. But we have given our analysts the ability to override the Zacks Recommendation for the 1200
stocks that they follow. The reason for the analyst over-rides is that there are often factors such as valuation, industry conditions and
management effectiveness that a trained investment professional can spot better than a quantitative model.

Zacks Rank

The Zacks Rank is our short-term rating system that is most effective over the one- to three-month holding horizon. The underlying driver for the
guantitatively-determined Zacks Rank is the same as the Zacks Recommendation, and reflects trends in earnings estimate revisions.

Zacks Style Scores

The Zacks Style Score is as a complementary indicator to the Zacks rating system, giving investors a way

to focus on the highest rated stocks that best fit their own stock picking preferences. Value Score |E|
Academic research has proven that stocks with the best Value, Growth and Momentum characteristics Growth Score |E|
outperform the market. The Zacks Style Scores rate stocks on each of these individual styles and assigns
a rating of A, B, C, D and F. We also produce the VGM Score (V for Value, G for Growth and M for Momentum Score
Momentum), which combines the weighted average of the individual Style Scores into one score. This is
perfectly suited for those who want their stocks to have the best scores across the board. VGM Score

As an investor, you want to buy stocks with the highest probability of success. That means buying stocks with a Zacks Recommendation of
Outperform, which also has a Style Score of an A or a B.

Disclosures

This report contains independent commentary to be used for informational purposes only. The analysts contributing to this report do
not hold any shares of this stock. The analysts contributing to this report do not serve on the board of the company that issued this
stock. The EPS and revenue forecasts are the Zacks Consensus estimates, unless otherwise indicated in the report’'s first-page
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