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III Reports Second Quarter Results 

 
III’s 2Q26 results improved the forward setup as revenue and adj. EBITDA 

exceeded guidance, AI-related revenue accelerated, and recurring revenue reached 

a record. The differentiated read-through is that AI is strengthening both sides of 

ISG’s earnings model, generating demand across governance, sourcing, research, 

and advisory while supporting delivery efficiency, higher-value mix, and margin 

expansion. Underlying growth remained mid-single digits excluding FX and 

Martino, with growth broadening across the Americas and Europe despite measured 

enterprise decision-making. Record recurring revenue expands visibility beneath 

ISG’s project-oriented advisory work. Management said the pipeline is probably as 

strong as it has ever been, although client decision timing remains the primary 

visibility constraint. We are keeping an eye on AI governance expansion, larger-

opportunity conversion, recurring-revenue mix, and APAC’s return to growth. 
 

Quarterly Results – III reported revenue, adj. EBITDA, and adj. EPS of $65.5M, 

$9.4M, and $0.10, respectively, versus $61.2M, $8.3M, and $0.09 in 1Q26. Revenue 

increased 6.4% y/y and exceeded the $62.5M-$63.5M outlook, including a $0.7M 

FX benefit. Adj. EBITDA increased 13% y/y and exceeded the $8.0M-$9.0M range, 

while margin expanded 80 bps to 14.3%. Drivers included pricing, cost optimization, 

higher-value advisory mix, recurring-revenue growth, and leverage from AI-enabled 

delivery. Consulting utilization was 74%, while operating cash flow improved to 

$5.2M from a $0.7M use in 1Q. 
 

AI and Recurring Revenue – AI-related revenue increased 64% y/y to $26M from 

approximately $21M in 1Q, with nearly half of clients generating AI-related 

revenue. Management views AI governance as incremental white-space demand that 

can attach to existing relationships and lead into broader sourcing, workforce-

readiness, and transformation work. Recurring revenue increased 7% y/y to $30M, 

driven by research and governance, and management targets mix above 50% over 

the next couple of years. ISG has not seen billing-rate pressure from AI; 

management instead expects more frequent technology program and contract 

reviews to support transaction activity. 
 

Regional Trends - Americas revenue increased 7% y/y and 6% q/q to $42.1M, 

supported by research, governance, health sciences, and insurance. Europe increased 

10% to $18.3M as demand improved across advisory, software, governance, 

consumer, banking, manufacturing, and health sciences. APAC declined 7% to 

$5.1M, though improved late-quarter public-sector activity supports management’s 

expectation for growth in 2H26.  
 

Guidance – III guided 3Q26 revenue to $63.5M-$64.5M and adj. EBITDA to 

$8.5M-$9.5M. Management expects y/y growth and margin expansion, while 

considering European summer seasonality and a later Labor Day. Cash ended at 

$23.7M, gross debt/EBITDA improved to 1.7x from 1.9x at year-end, and the Board 

added $30M to the repurchase authorization, bringing total availability to $32.3M, 

with buybacks expected to accelerate in 2H. 
 

Valuation – We use both a DCF and EV/EBITDA comp analysis to guide our 

valuation. Our DCF analysis produces a valuation range of $5.38 to $6.76 with a 

mid-point of $5.98. Our EV/EBITDA valuation results in a range of $6.05 to $6.85 

with a mid-point of $6.45. Using a simple average this arrives at a  valuation range 

of $5.71 to $6.80 with a price target at the mid-point of $6.21. 

COMPANY DESCRIPTION 

Information Services Group is a fact-
based sourcing advisory firm 
providing technology insights, market 
intelligence and advisory services. 
With operations in 21 countries, the 
Company delivers advisory, 
benchmarking, and analytical insight 
to large, multinational corporations 
and governments in N. America, 
Europe, and Asia Pacific.  
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Summary 
Exhibit 1: Quarterly Results Comparison to Model 

 

Source: Company Reports, Stonegate Capital Markets, Inc. 

 

 

 

  

Reported Modeled Notes

Revenue 65.5       63.3       AI, governance, and regional growth drove revenue upside

COGS 33.5       36.1       

Gross profit 32.0       27.2       

GPM 48.8% 43.0% Higher-value mix and pricing supported gross margin expansion

SG&A 25.1       20.9       

D&A 1.1         1.1         

Operating exp 26.1       22.0       

EBIT - Adj 6.1         5.5         Gross profit gains outweighed higher SG&A spending

OPM 9.4% 8.7%

EBITDA adjusted 9.4         8.6         Revenue growth, mix, and delivery leverage drove EBITDA upside.

Margin 14.3% 13.6%

Net income 3.3         2.7         

EPS 0.07$     0.05$     

Net income - adjusted 5.0         4.4         

EPS - adjusted 0.10$     0.09$     

2Q26 Results
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INVESTMENT FACTORS 
Information Services Group (III) is a fact-based sourcing advisory firm with operations in 20+ countries. We believe 

the Company is set to benefit from any increase in IT and AI spending. Additionally, acquisitions have helped the 

Company widen its product and services offering as well as increase its global reach. Furthermore, emerging concepts 

like Artificial Intelligence will remain a significant work area, which should contribute to future revenues. With strong 

brand recognition, domain expertise, vendor independence, and proprietary data assets and market intelligence aging 

back some 30 years, III appears well positioned to capture growth. 

 

Investment Positives 

Increased global AI spending to enhance future revenues and profitability – AI spending by providers and 

organizations continues to increase with a growing need from customers who rely on outside consultants for guidance, 

driven by a greater urgency and an accelerated pace of change that widens the gap between organizations’ digitals 

business goals, and their internal resources and capabilities. Against this backdrop, III is likely to benefit from increased 

AI spending, consequently leading to higher growth and profitability. 

 

Vendor independence and proprietary data assets act as a competitive advantage – Unlike many of III’s 

competitors, the Company maintains independence and objectivity by not being a service provider. Consequently, 

clients view III as a trusted advisor with an unbiased approach. Additionally, III possesses unique and proprietary data 

assets that it has collected over its 30+ years of servicing its clients. The Company uses these data sources to provide 

clients with in-depth analysis into the cost and service implications of alternate strategies allowing them to compare 

alternatives and providing fact-based insight to make informed decisions regarding strategic change. 

 

Digital transformation services creating growth opportunities – Rapidly changing technology trends and 

capabilities are driving companies to adopt new technologies to remain competitive. These trends encompass 

increasing automation, robotics, and use of cloud technologies. Clients are rapidly deploying technologies over a 

traditional corporate data center to dramatically increase the flexibility of their IT infrastructure and reduce their costs 

by delivering both IT infrastructure and software over the Internet as a service.  

 

Changing economic and business environment – The changing economic and business environment has created 

opportunities for consulting firms to address the needs of clients.  Some of these challenges include tougher 

competition; consolidation, mergers, acquisitions, and divestitures; growing awareness of business risk; changes in 

regulation; the rise of the public sector; increasing globalization; and growth of the digital economy. With its 

competitive advantages of domain expertise, strong brand recognition, vendor independence, proprietary data assets, 

and global reach, III is well positioned to capitalize on the above opportunities. 

 

Management focused on building business for the long-term – III management remains committed to growing the 

business for the long-term with a focus on the leveraging existing competitive strengths to continue organic growth; 

continued global expansion; a broadening of vertical expertise; productizing market data assets; increasing managed 

services revenues; and continued acquisitions.  
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Investment Challenges / Risks 

Revenue concentration – 30%, 30%, 33%, and 35% of 2025, 2024, 2023, and 2022 revenues, respectively were 

generated from 25 of the largest clients. Any termination or significant reduction in engagement from such major 

clients could adversely affect the company’s revenue and profitability. 

 

Debt load – III currently has a manageable debt level. As of December 2025, the Company had outstanding debt of 

$59.2M. Any negative changes to the global macro-economic environment could negatively affect the Company’s 

revenues and ability to service its debt. 

 

International operations lead to additional risks – III generated ~36% of 2025 revenues from sales outside of the 

Americas. As such, the Company is exposed to various risks inherent to international business activities. Furthermore, 

the operations in a geography would be highly dependent on the overall economic environment of the region. Subdued 

economic conditions in a geography could adversely affect the Company’s financial results. 

 

Extended economic slowdown – Any macroeconomic weakness in III major geographic markets could lead to clients 

deferring their sourcing initiatives. Consequently, III results could be negatively impacted. 

 

Highly fragmented market with intense competition - The business information services, and advisory sector is 

intensely competitive, highly fragmented, and subject to rapid change. III faces stiff competition from many large and 

small independent players. Additionally, barriers to entry in the business information services and advisory market are 

quite limited making it easier for new players to enter the market. These market characteristics could trigger existing 

players to expand their service portfolio to maintain and gain market share, thereby increasing competition further. 
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VALUATION SUMMARY 
 

We are using a DCF analysis and EV/EBITDA analysis to help frame valuation. 

 

DCF Analysis 

 

We assume near-term revenue is driven by current demand trends. Thereafter, we assume III can maintain a mid-single 

digit revenue growth rate driven by its AI alignment, digital advisory services, and increasing revenue generation from 

recurring revenue service offerings. Additionally, we assume no acquisition growth. Our DCF valuation shows a range 

of between $5.38 per share to $6.76 per share, with a mid-point of $5.98 per share. 
 

 

 

Comps Analysis 

 

Based on our forward estimates, III is trading at 1.1x EV/S, 7.4x EV/EBITDA, and a 20.4x P/E versus comps 
at a median of 1.4x EV/S, 9.2x EV/EBITDA, and a 13.4x P/E. 
 

 
 

Using an EV/EBITDA range of 8.5x to 9.5x on our forward adj. EBITDA estimate, which is in-line with historical 

multiples for III and current comp multiples, results in a valuation range of $6.05 to $6.85 with a mid-point of $6.45. 

 

When we combine these two valuation methods using a simple average it arrives at a 2026 E valuation range of $5.71 

to $6.80 with a price target at the mid-point of $6.21. 

 

We also list the following catalysts for the stock in 2026 and beyond: 

➢ Increasing AI revenue as a % of sales ……..…………………………………………...2026+ 

➢ Increasing recurring revenue as a % of sales …………………………………………...2026+ 

➢ New acquisition announcements……………………………………….......……………2026+ 
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IMPORTANT DISCLOSURES AND DISCLAIMER 
 

(a) The research analyst and/or a member of the analyst’s household do not have a financial interest in the debt 
or equity securities of the subject company. 

(b) The research analyst responsible for the preparation of this report has not received compensation that is 
based upon Stonegate Capital Partners’ (“SCP”) equity affiliate Stonegate Capital Markets (“SCM”), a FINRA 
member, investment banking revenues. 

(c) SCP or any affiliate has not managed or co-managed a public offering of securities for the subject company 
in the last twelve months, received investment banking compensation from the subject company in the last 12 
months, nor expects to receive or intends to seek compensation for investment banking services from the 
subject company in the next 12 months. 

(d) SCP has a contractual agreement with the subject company to provide research services, investor relations 
support, and investor outreach. SCP receives a monthly retainer for these non-investment banking services. 

(e) SCP or its affiliates do not beneficially own 1% or more of any class of common equity securities of the subject 
company. 

(f) Neither SCP nor its equity affiliate SCM, a FINRA member, make a market in the subject company. 
(g) The research analyst has not received any compensation from the subject company in the previous 12 

months. 
(h) SCP, the research analyst, or associated person of SCP with the ability to influence the content of the research 

report does not know or have reason to know of any material conflicts of interest at the time of publication or 
distribution of the research report.    

(i) No employee of SCP has a position as an officer or director of the subject company.   
 

Ratings - SCP does not provide ratings for the covered companies. 
Distribution of Ratings - SCP does not provide ratings for covered companies. 
Price Chart - SCP does not have, nor has previously had, a rating for its covered companies, however, SCP does 
provide a price target on the covered company. Please see the following page for the historical price chart. This 
chart shows the covered company’s stock price since SCP has been covering the covered company as well as 
the corresponding SCP price target. 
Price Targets - SCP may provide price targets for its covered companies. For a complete understanding of 
valuation methodologies and risk associated please read this report in its entirety. In instances where SCP does 
not provide a price target SCP will still provide a valuation analysis. 
 
Regulation Analyst Certification:   
I, Dave Storms, CFA, hereby certify that all views expressed in this report accurately reflect my personal views 
about the subject company or companies and its or their securities.  I also certify that no part of my compensation 
was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this report. 
 
For Additional Information Contact: 
Stonegate Capital Partners, Inc.  
Dave Storms, CFA 
Dave@stonegateinc.com 
214-987-4121 
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Please note that this report was originally prepared and issued by Stonegate for distribution to their market professional and 
institutional investor customers.  Recipients who are not market professional or institutional investor customers of Stonegate should 
seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary 
explanation of its contents.  The information contained herein is based on sources which we believe to be reliable but is not 
necessarily complete and its accuracy cannot be guaranteed.  Because the objectives of individual clients may vary, this report is 
not to be construed as an offer or the solicitation of an offer to sell or buy the securities herein mentioned.  This report is the 
independent work of Stonegate Capital Partners and is not to be construed as having been issued by, or in any way endorsed or 
guaranteed by, any issuing companies of the securities mentioned herein.  The firm and/or its employees and/or its individual 
shareholders and/or members of their families and/or its managed funds may have positions or warrants in the securities mentioned 
and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts or for the 
accounts of other customers of the firm from time to time in the open market or otherwise.  While we endeavor to update the 
information contained herein on a reasonable basis, there may be regulatory, compliance, or other reasons that prevent us from 
doing so.  The opinions or information expressed are believed to be accurate as of the date of this report; no subsequent publication 
or distribution of this report shall mean or imply that any such opinions or information remains current at any time after the date of 
this report.  All opinions are subject to change without notice, and we do not undertake to advise you of any such changes.  
Reproduction or redistribution of this report without the expressed written consent of Stonegate Capital Partners is prohibited.  
Additional information on any securities mentioned is available on request. 


