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Current Price (10/29/2026) $6.33 
Valuation $11.50 
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Mastech Digital, based outside Pittsburgh, PA is an IT 
staffing business with a data and analytics, consulting, 
and project management service serving blue-chip cus-
tomers in the US. The company trades well below its 
peers and we expect stock price appreciation when the 
company returns to growth. Management has imple-
mented a new focus on AI service to replace the decline 
Talent revenues as the industry needs fewer people to 
do the same amount of work in staffing.  Its future suc-
cess is expected to be from providing services to aid 
clients in AI implementation and use. It also plans to 
grow through acquisition.  

52-Week High $8.02 
52-Week Low $5.50 
One-Year Return (%) -11.5 
Beta 0.9 
Average Daily Volume (sh) 8,393 
  
Shares Outstanding (mil) 12.0 
Market Capitalization ($mil) $76 
Short Interest Ratio (days) 2.0 
Institutional Ownership (%) 18 
Insider Ownership (%) 43 
  
Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) -5.4 
    Earnings Per Share (%) -17.8 
    Dividend (%)   N/A 
  
P/E using TTM Non-GAAP EPS 12.7 
P/E using 2026 Estimate 16.2 
P/E using 2027 Estimate 13.8 
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ZACKS ESTIMATES 
 

Revenue  
(In millions of US$) 

 Q1 Q2 Q3 Q4 Year 
 (Mar) (Jun) (Sep) (Dec) (Dec) 

2024 $47 A $50 A $52 A $51 A $199 A 
2025 $48 A $49 A $48 A $45 A $191 A 
2026 $41 A $41 A $42 A $43 E $167 E 
2027     $170 E  
 
Non-GAAP Earnings per Share 
 

 Q1 Q2 Q3 Q4 Year 
 (Mar) (Jun) (Sep) (Dec) (Dec) 

2024 $0.06 A $0.19 A $0.23 A $0.23 A $0.71 A 
2025 $0.06 A $0.15 A $0.29 A $0.21 A $0.72 A 
2026 $0.11 A $0.08 A $0.10 A $0.12 E $0.39 E 
2027     $0.46 E 
 
  
 
  
 
 
 

 
Based on an EV-to-sales ratio of 0.6x estimated 2026 
revenues, MHH stock could be worth approximately 
$11.50 per share. 
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WHAT’S NEW 

 
 

Mastech Digital AI Offerings Pivot the Company Away from Staffing 
 
Mastech Digital is in the midst of a transformation of itself and its industry. Its traditional staffing business, 
where it supplied systems engineers to aid clients in building software and IT systems, is greatly impacted by 
AI, which, when used as a tool, makes people far more efficient, and the same amount of work can be done 
with fewer staffers. Fortunately, the rest of its business helps customers take advantage of AI capabilities, 
and this higher-margin business should allow the company to pivot without as much disruption as pure staff-
ing companies. To facilitate this, the company spent last year cutting costs and low-margin business so it 
could invest in the pivot. So far, it has managed to stay profitable while it invests, and its AI-centric business 
has now shown two sequential quarters of revenue growth, combined with gross margin improvement. It is 
now in its seasonally weak Q4, and we expect that quarter to be similar to this just-reported Q3. 
 
It now offers three core products in its Data & AI segment: 
 

• Modern Data modernizes enterprise data and makes it usable at scale for insights, analytics, and AI. 
The offering is supported by a governance layer designed to keep data trusted and secure. 

 
• AI Governance, Trust and Safety establishes the security guardrails, governed data access, en-

riched knowledge bases, model evaluation, and oversight needed to scale AI responsibly across the 
enterprise. 

 
• Applied AI turns enterprise knowledge into solutions for targeted business problems. It combines 

agentic technology with Mastech's engineering talent to move solutions into production so they can 
scale and be adopted rather than remain pilots. 

 
These products generate higher gross margins and customer stickiness as one project grows to many 
throughout an organization.  
 
Since the company has $3.12 per share in cash and no debt, the stock is now trading at an enterprise value 
of $39 million with a revenue run rate of $168 million and profits. Its peers trade at 2.1 times EV/2026 esti-
mated sales while it trades at 0.2 times. As margins move up and revenue growth returns, we believe so will 
the stock price. We are slightly lowering our expectations for 2027, as we think the Talent headwinds are 
greater than expected as the consultant count continues to drop and opportunities decrease. We now expect 
2027 revenues of $170 million and non-GAAP EPS of $0.46. 
 
 
Q3 Results 

 
In Q3 2026, Mastech generated total revenues of $42.0 million, down 13.4% from $48.5 million in Q3 2025. 
The Talent business was down 16.3% to $27.9 million from $33.3 million a year ago, and sequentially from 
$28.0 million in Q2 2026. The consultant count dropped, but billing rates keep going up. There were 580 
consultants at the end of the quarter compared to 734 the previous year. The number has dropped to 560 
since then and is not increasing. The average bill rate was $92.37 per hour, compared with $89.65 per hour 
in the corresponding quarter of 2025. Talent accounted for 66% of revenue. Business with Fidelity grew as it 
spent $3.2 million more than last year, or 36%.  
 
D&AI declined to $14.1 million from $15.2 million in Q3 2025 (-7%) as contracts were completed. Its reve-
nues increased sequentially for the second quarter in a row. We expect it may be able to show year-over-
year growth in Q4. New bookings in Q3 2026 totaled approximately $10.8 million, compared to bookings of 
$13.6 million in the second quarter of 2026. 
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Total gross margin increased to 28.7% from 27.8% last year. Talent’s gross margin at 23.1% improved from 
last year’s quarter of 22.3%. The increase was due to higher billing rates and better execution despite lower 
headcount and lower revenues. D&AI’s gross margin increased to 40.5% from 39.6% a year ago, as cost-
cutting and the pursuit of higher-margin business bore fruit. 

 
SG&A was $12.0 million compared to $12.6 million a year ago. It was actually down slightly sequentially. 
 
Operating income was $13,000 versus a profit of $820,000 last year. Other income was $237,000 compared 
to $415,000 a year ago. Taxes in the quarter were $243,000 versus $294,000 last year.  
 
GAAP net income was $7,000 compared to $941,000 last year. On a non-GAAP basis, there was a profit of 
$1.2 million versus $3.5 million. Fully diluted GAAP earnings per share were $0.00 compared to $0.08 a year 
ago. On a non-GAAP basis, EPS was $0.10 compared to $0.29 a year ago. The diluted share count was 
12.2 million, up 221,000 shares from last year. 
 
 
Balance Sheet  
 
The company ended the September quarter with $37.9 million in net cash ($3.12 per share), a quick ratio of 
4.3, working capital of $54.0 million, and no debt. It currently has $18.3 million available for borrowing under 
its revolving credit facility.  
 
The Board of Directors authorized a repurchase up to $5.0 million of outstanding common stock. Repurchas-
es under the program may be made from time to time through privately negotiated transactions, block pur-
chases, or other means, and no longer through open-market transactions. No repurchases were made under 
this program to date. 
 

 
 
 

   
     KEY POINTS 

 
Ø Mastech plans to augment its internal growth with acquisitions in the data and analytics space to ex-

pand its capabilities. It has no debt and an increasing cash balance from internal cash flow, leaving it 
with growing debt capacity and cash to grow through acquisition. 

 
Ø In January 2025, Mastech hired a new CEO, and in April 2025, a new CFO/COO. New management 

is focusing on providing services to customers to create an AI-first initiative for their businesses. It is 
investing in training and tools so that it can offer more specialized talent and capabilities than before. 
As part of this transformation, the company has cut costs to fund the investment necessary to reach 
its goals. 

 
Ø Today, MHH trades at a fully diluted enterprise value of $39 million. This is 0.2 times its enterprise 

value to 2026 estimated sales, compared to its peers, who trade at 2.1 times. In addition, it has 
$3.12 per share in cash. 
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     OVERVIEW 
 
Mastech Digital is a minority-owned IT services company headquartered in Moon Township, PA, with US, 
Canada, and India offices. Additionally, it has domestic sales offices in Chicago, Boston, Orlando, Tampa, 
Dallas, Atlanta, Houston, Fremont, CA, and Toronto. Internationally, the company has a sales presence in 
Singapore, Ireland, and the UK, and it recruits and provides IT outsourcing through its locations in Noida and 
Chennai, India. On December 31, 2025, it had 1,488 employees, down from 1,816 at the end of 2024. It has  
752 North American employees and 536 employees offshore, in addition to 200 subcontracted professionals. 
Originally, it was the IT staffing business of iGATE Capital Corp., a public company that was sold to 
Capgemini in 2015 for $4+ billion in cash. Mastech Digital had previously been spun off as a separate public 
company from iGATE in 2008. Since then, it has also become a consultant, project manager, and VAR in da-
ta analytics, data management, and big data through acquisition. It reports the earnings of these two seg-
ments. Talent is still the largest part of the company, but the smaller and higher-margin data and analytics 
business should ultimately be an increasing percentage of total revenues going forward. This dynamic 
should result in continued accelerating margin expansion going forward, and this growth could result in an 
expansion of the stock’s P/E ratio. 

 
 

 
      VALUATION            
 
 
To value MHH, we are using comparable peer companies that staff technology people and perform analytics. 
Their valuations average 2.1 times EV to estimated 2026 sales, versus Mastech at 0.2 times. Keep in mind, 
the company has $3.12 in cash per share and is profitable. All of these companies are generating higher 
margins than Mastech. If we apply a multiple of 0.6 times to Mastech’s forecasted 2026 revenues, the com-
pany would have a market capitalization of $138 million, or approximately $11.50 per share.  
 

 

 
 
 
 

 
RISKS  
 
Ø The company is subject to the business cycle and tends to do better when the economy is robust or 

at the end of a recession, when companies are reluctant to bring on full-time hires.  
 
Ø The company is almost entirely dependent on the US market in the IT staffing segment. For the 

three months ended September 30, 2026, Mastech had one client, Fidelity, at 28.5%, which exceed-
ed 10% of total revenues. In the 2025 quarter, the company had three clients (Fidelity-18.1%, CGI-
10.4%, and Populus-11.7%) that each exceeded 10% of total revenues. This means that in Q3 2026, 
Fidelity contributed an extra $3.2 million in business versus last year. The company’s top ten clients 



 
 

Zacks Investment Research                                          Page 5                                                            scr.zacks.com  

represented approximately 60% and 58% of total revenues for the nine months ended September 
30, 2026, and 2025, respectively. 

 
Ø Regulatory changes regarding H-1B visas could eventually trickle down to Mastech’s pool of poten-

tial consultants; 49% of its US consultants held these visas at the end of 2025. In contrast to compa-
nies like Cognizant, Mastech does not sponsor these visas but seeks employees already holding 
them. Visa grants for new entries into the US now require paying $100,000 per hire. Mastech 
sources its workforce from those who already have the appropriate visas. A greater acceptance of 
remote working, especially overseas, could decrease this risk. 

 
Ø There is an industry shift to integrate AI into coding and IT in general. Mastech is working to help cli-

ents with this transition as well as integrating it into its operations. It is still unknown how it will affect 
the entire outsourcing industry. 

 
 
 
 

 
 
     OWNERSHIP 
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       INCOME STATEMENT  
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       BALANCE SHEET 
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       CASH FLOWS 
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     HISTORICAL STOCK PRICE 
 
 

 
 
Source: Zacks Investment Research 
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      DISCLOSURES 

 
 

The following disclosures relate to relationships between Zacks Small-Cap Research (“Zacks SCR”), a division of Zacks Investment Research 
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expressed in this research report. I believe the information used for the creation of this report has been obtained from sources I considered to be 
reliable, but I can neither guarantee nor represent the completeness or accuracy of the information herewith. Such information and the opinions 
expressed are subject to change without notice. 
 

INVESTMENT BANKING AND FEES FOR SERVICES  

Zacks SCR does not provide investment banking services, nor has it received compensation for investment banking services from the issuers of 
the securities covered in this report or article. Zacks SCR has received compensation from the issuer directly, from an investment manager, or 
from an investor relations consulting firm engaged by the issuer for providing non-investment banking services to this issuer and expects to re-
ceive additional compensation for such non-investment banking services provided to this issuer. The non-investment banking services provided 
to the issuer include the preparation of this report, investor relations services, investment software, financial database analysis, organization of 
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per-client basis and are subject to the number and types of services contracted.  Fees typically range between ten thousand and fifty thousand 
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POLICY DISCLOSURES   

This report provides an objective valuation of the issuer today and expected valuations of the issuer at various future dates based on applying 
standard investment valuation methodologies to the revenue and EPS forecasts made by the SCR Analyst of the issuer’s business.  
SCR Analysts are restricted from holding or trading securities in the issuers that they cover. ZIR and Zacks SCR do not make a market in any 
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