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A new authorization in a weak market

On 30 April 2026, Builders FirstSource (BLDR) released first-quarter results and disclosed that
its board had announced a total authorization of up to $500 million for share repurchases,
including approximately $200 million remaining from the April 2025 authorization. It did not
require the company to buy any particular number of shares and could be changed or
suspended. The release described an ongoing strategy of investing in customer-facing
capabilities, digital tools and automation, pursuing acquisitions, maintaining balance-sheet
strength and returning excess capital to shareholders. [S3] [S4]

The timing sharpened an investor’s question. BLDR’s business depends heavily on residential
construction, but the housing market remained difficult. In 2025, reported sales declined even
as acquisitions partially offset falling core organic sales. Margins and earnings also fell. In the
first quarter of 2026, sales weakened again, the company reported a net loss, and it
repurchased $303 million of shares. Should investors view the new authorization as a flexible
return of capital alongside strategic investment-or ask whether acquisition spending,
repurchases and operating needs are competing for financial capacity at the wrong point in the
cycle?

The board had approved an authorization, not a valuation judgment. BLDR did not disclose a
target repurchase price, a required return for competing investments, or a detailed ranking of
its capital uses. As an outside investor, your task is to assess the public strategy and decide
what evidence should change your confidence in it.

A distributor with a broader operating model

Builders FirstSource supplies lumber and other building materials to professional homebuilders,
contractors and remodelers. Its business also includes manufacturing prefabricated trusses and
wall panels, assembling windows and doors, millwork, installation, turnkey framing and
shell-construction services. Through its Paradigm subsidiary, it sells software for drafting,
estimating, quoting and virtual home design. The company says these offerings can help
customers coordinate suppliers, reduce job-site work and improve efficiency. [S1]

Management sees a fragmented market with opportunities to add local businesses,
manufacturing capacity, product categories and geography through acquisitions. It says the
company can use its operating model to extend offerings in acquired markets, while organic
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investment in automation, value-added products and technology can improve customer service
and productivity. BLDR reported more than 80 acquisitions since 1998. Its stated logic is that
broader local density and a wider product-and-service package can make it a more valuable
supplier to builders. [S1]

The scale thesis has a counterweight. Distribution and manufacturing depend on housing starts,
affordability, interest rates, building-material prices and skilled labor. BLDR says it has
significant fixed costs, so lower demand can reduce operating leverage. It also faces national,
regional and local competitors in products where entry costs can be low. A broader offering may
strengthen customer relationships, but it does not by itself prove that customers will buy more
from BLDR or that acquired businesses will earn returns above their cost. [S1]

Growth through deals while core sales fall

In 2025, BLDR completed eight acquisitions for a combined purchase price of approximately
$1.1 billion, net of cash acquired. The purchases included local lumber and building-material
distributors, truss manufacturers, turnkey door-and-trim businesses and a manufacturer of
modular and manufactured homes. In January 2026, BLDR also acquired Premium Building
Components, a truss and wall-panel provider in eastern New York. Management said the
acquisitions expanded its footprint and value-added categories. [S1]

Acquisitions helped reported sales, but did not reverse the organic decline. BLDR's 2025 net
sales were $15.2 billion, down 7.4% from 2024. The company’s bridge attributed a 10.3%
decline to core organic sales, a 1.3% decline to commodity-price deflation and a 0.4% decline to
one fewer selling day, partly offset by 4.6% growth from acquisitions. The bridge explains
reported sales movement; it does not measure the acquisitions’ profitability or investment
returns. [S1] [S3]

Exhibit 1. Sales and profitability in a down market

Measure 2024 2025 Q1 2025 Q1 2026
Net sales $16.4bn $15.2bn $3.7bn $3.3bn
Year-over-year net-sales - —-7.4% - —-10.1%
change

Core organic sales change - -10.3% - -8.3%
Acquisition contribution to - +4.6% - +1.5%

sales growth

Gross margin 32.8% 30.4% 30.5% 28.3%
Adjusted EBITDA change - —32.0% - —-42.1%
Net income (loss) $1.08bn $435m $96m -$47m

Company-reported data and year-over-year comparisons. Core organic sales exclude
acquisition and specified other effects under company definitions; acquisition contribution is not
a return measure. Adjusted EBITDA is non-GAAP. Q1 2026 amounts and rounded values are
from the company’s release; the full-year sales bridge is from its 2025 Form 10-K. [S1] [S3]

BLDR attributed the full-year decline primarily to a below-normal housing-starts environment
and lower commodity prices. Its Q1 release cited a lower-starts environment and commodity
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deflation; single-family sales were the largest weighted drag. Management argued that
customer relationships, value-added offerings and technology put the company in a position to
gain share and perform as conditions normalize. Investors could reasonably ask whether the
decline is mainly cyclical, whether acquisitions are masking a weaker underlying business, or
whether the integrated model is building capabilities that are difficult to see during a downturn.
The public results do not settle that interpretation. [S1] [S3]

Capital for multiple purposes

BLDR’s 2025 strategy required substantial capital for both internal and external growth. Cash
used for acquisitions, net of cash acquired, was $1.123 billion in 2025; capital expenditures
were $363 million. The company reported $874 million of free cash flow, which it defines as
operating cash flow less capital expenditures net of asset-sale proceeds. It repurchased 3.4
million shares for approximately $400 million during the year. At December 31, 2025, BLDR
reported $4.3 billion of net debt and a 2.7x net-debt-to-last-twelve-month adjusted EBITDA
ratio, up from 1.5x a year earlier. [S1] [S3]

The first quarter of 2026 brought another set of trade-offs. The company reported $42.7 million
in free cash flow and spent $303 million repurchasing shares. The 10-Q showed $240 million of
revolver borrowings and $40 million of repayments in the same quarter; cash declined to $98
million from $182 million at year-end. These movements occurred together, but the filings do
not trace specific borrowing proceeds to repurchases. At March 31, BLDR reported $1.428 billion
of net excess revolver availability. One quarter does not establish the full-year funding picture,
and cash movements also reflect seasonal working capital and acquisition timing. [S2]

Management’s 2026 outlook, issued on April 30, projected $14.8 billion to $15.8 billion in sales,
$1.3 billion to $1.7 billion in adjusted EBITDA and about $500 million in free cash flow, assuming
average lumber prices in a stated range. Its assumptions included flat single-family and
multifamily starts in BLDR’s geographies, modestly higher repair-and-remodel activity and
approximately 1% sales growth from recent acquisitions. These were company forecasts, not
results; the company did not provide a quantitative reconciliation of its forward adjusted EBITDA
or free-cash-flow outlook. [S3]

The new repurchase authorization was for up to $500 million, including about $200 million
remaining from the April 2025 authorization. Since August 2021, BLDR said it had repurchased
102.6 million shares, or 49.7% of its total shares outstanding on the company’s stated basis, at
an average price of $81.26, for total cost of $8.3 billion. The average historical repurchase price
does not show whether future repurchases are attractive. Nor does a new authorization mean
the company will spend the full amount. [S4]

What can acquisition research tell an investor?

Evidence on acquisition performance is mixed and sensitive to context. Zollo and Singh studied
U.S. commercial-bank acquisitions using interviews and a survey of bank holding companies. In
transaction-level regressions on 228 related acquisitions, more integration and more codified
acquisition knowledge were positively associated with the acquirer’s relative return on assets;
prior acquisition count alone was not significant. Their observational, retrospective design and
single-industry bank sample limit transfer to BLDR. It raises questions about BLDR's integration
routines and what it preserves locally; it does not predict a return for a particular BLDR
acquisition. [Al]

Chao studied 2,223 firm-year observations across 889 U.S. serial acquirers. The proportion of
related acquisition experience did not have a significant direct relationship with acquirer ROA,
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while acquisition pace showed an inverted-U association; target product-market scope
moderated both relationships. The study uses accounting outcomes and observational
regressions. Its result cautions against treating deal count as proof of a learning advantage, but
it does not tell investors whether BLDR’s pace is excessive. [A2]

The investor’s task

BLDR presents a coherent strategic case: acquire businesses that add attractive local markets
or value-added capabilities, extend those capabilities through operations and technology, and
return capital when other uses do not offer sufficient value. But the public record leaves open
whether the recent acquisition program is earning adequate returns, whether core demand and
margins can recover, and whether repurchases are preferable to investment or debt reduction
at this point in the cycle.

Prepare a short investor memo that:

1. Explains the strongest value-creation mechanism in BLDR'’s strategy and the strongest
competing interpretation.

2. Assesses what the sales bridge and acquisition disclosures establish-and what they do not
establish-about acquisition performance.

3. Evaluates the new authorization within the company’s publicly described uses of capital,
recognizing the authorization is discretionary and does not disclose management’s valuation
of the shares.

4. Names three public indicators that would help distinguish durable capability building from
acquisition-supported sales growth during a cyclical downturn, and explains what evidence
would raise or lower your confidence.

Use only information available by 30 April 2026. Keep assumptions explicit. Do not infer
deal-level returns, client retention, integration synergies, a share-price target or management’s
private alternatives from the data provided. No single recommendation is supplied by the case.
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