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On July 29, 2026, IDEX Corporation reported record quarterly orders and raised its full-year
outlook. The industrial manufacturer’'s Health & Science Technologies segment (HST) was
growing quickly, with management citing demand tied to data-center power, semiconductors,
and space and defense. Its other two segments were moving more slowly: Fluid & Metering
Technologies (FMT) was nearly flat organically, while Fire & Safety/Diversified Products (FSDP)
contracted.

The latest results made IDEX’s portfolio strategy newly visible. The company sells specialized
products across end markets that do not always move together. That variety can smooth the
business cycle, while a few fast-growing end markets can lift results across the portfolio. Yet
investors had to decide how much confidence to place in the quarter's momentum when part of
the margin improvement came from tariff refunds, HST growth was concentrated in a handful of
markets, and reported segment results did not reveal returns on the capital invested behind
them.

The question for an outside investor was not whether IDEX had reported a strong quarter. It
had. The question was what the quarter said about the quality and durability of growth-and
what evidence would confirm or weaken that interpretation.

A portfolio built around engineered niches

IDEX described itself as an applied-solutions manufacturer serving specialized markets around
the world. Its three reportable segments covered different products and customers. HST
included precision fluidics, pumps, optical and photonic solutions, engineered seals, medical
devices, and components used in semiconductor, life-sciences, industrial, energy, and defense
markets. FMT made pumps, valves, meters, and fluid-handling systems serving industrial,
water, energy, chemical, and agricultural markets. FSDP included firefighting equipment, rescue
tools, engineered clamping products, and paint-dispensing systems.

For 2025, HST generated $1.50 billion of segment sales, FMT $1.22 billion, and FSDP $745
million. Their recent growth patterns differed. HST’s organic sales grew 4% in 2025, although
acquisitions contributed 10 percentage points to reported growth. FMT organic sales were flat
and FSDP organic sales declined 1%. Within HST, management attributed higher 2025 volume
to data centers, semiconductor consumables, and space and defense; lower volumes in
semiconductor original-equipment manufacturing, industrial, and automotive businesses partly
offset those gains. FMT’s positive price was offset by weaker volumes across several end
markets. The company said lower volume in other FSDP businesses offset BAND-IT growth and
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positive price.

IDEX’s CEO served as the chief operating decision maker. The company said its annual
budgeting and resource-allocation process considered segment Adjusted EBITDA, budget and
forecast variances, and other performance information. The public filings did not disclose
project-level returns, segment return on invested capital, or a specific 2026 resource-allocation
decision.

The second-quarter report

For the quarter ended June 30, IDEX reported net sales of $920.6 million, 6% above the prior
year. The company’s organic-sales measure increased 5%. Reported diluted earnings per share
were $1.93, up 11%; adjusted diluted EPS, a non-GAAP measure, was $2.32, up 12%. Orders
were $1.072 billion, a company record, up 29% reported and 28% organically.

Q2 2026 segment Net sales Reported sales  Organic sales Adjusted Margin change
change change EBITDA margin

HST $415.0m +14% +12% 28.7% +270 bps

FMT $317.1m +2% +1% 34.8% —20 bps

FSDP $189.9m -1% -1% 28.9% —50 bps

Source: IDEX Q2 2026 Form 10-Q, segment tables and discussion. Segment sales sum to $922.0
million because of intersegment sales and rounding; consolidated sales were $920.6 million.
Adjusted EBITDA is a company-defined non-GAAP measure. Segment Adjusted EBITDA excludes
unallocated corporate costs of $26.2 million for the quarter.

Management attributed HST’s Q2 organic growth to higher volume primarily from Al-driven
demand for data-center power and semiconductors, along with strength in space and defense
and positive price. Micro-LAM, acquired in July 2025, contributed two percentage points to HST's
reported sales growth. IDEX did not disclose the share of HST or company sales attributable to
Al or data centers, the volume of customer orders tied to those applications, or an expected
duration for the demand.

In FMT, management described volume as reasonably flat. Higher volumes in municipal water,
semiconductor, and mining markets were offset by lower volumes serving energy, agriculture,
and chemical customers. Positive price supported the segment’s 1% organic growth. In FSDP,
higher BAND-IT volume and positive price were more than offset by lower volume elsewhere,
including weaker European rescue demand in Fire & Safety.

Orders and the growth outlook

The $1.072 billion of orders received in Q2 was a signal of customer demand, but it was not the
same as a disclosed backlog. The release and reviewed filing passages did not provide an
order-conversion schedule, a segment-level backlog, or a reconciliation from orders to future
sales. Orders could be fulfilled at different times and their eventual revenue and margin were
not yet known.

IDEX raised its full-year 2026 forecast. Management projected organic sales growth of 5% to
6%, compared with its earlier 3% to 4% range, and adjusted diluted EPS of $8.70 to $8.85. For
Q3, it projected organic sales growth of 5% to 7% and adjusted diluted EPS of $2.20 to $2.25.
These were management forecasts. The company did not reconcile its forward-looking adjusted
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EPS estimate to GAAP because the timing and magnitude of future items could not be
reasonably estimated without unreasonable effort.

A one-time tariff effect in a strong quarter

In February 2026, the U.S. Supreme Court invalidated broad-based tariffs imposed under the
International Emergency Economic Powers Act (IEEPA). IDEX collected substantially all
anticipated tariff refunds during Q2. The refunds reduced cost of sales by $22.0 million. The
company also recorded $14.7 million of expected customer rebates associated with those
refunds, reducing reported net sales.

Management’s July 29 release Table “IEEPA Tariff Impacts” attributed benefits of 150 basis
points to consolidated gross margin, 150 basis points to adjusted gross margin, 130 basis points
to adjusted EBITDA margin, $7.3 million to adjusted EBITDA, and $0.08 to adjusted diluted EPS.
The expected rebates reduced reported organic-sales growth by two percentage points in HST,
two in FMT, and one in FSDP. Segment tariff-related adjusted EBITDA margin benefits were also
uneven: 90 basis points in HST, 180 in FMT, and 120 in FSDP.

Those effects complicated the interpretation of both growth and margins. Organic sales
excluded currency translation and businesses during their first 12 months of ownership, but it
did not remove the expected tariff-related customer rebates. Adjusted EPS and adjusted EBITDA
were not GAAP measures. The refunds and rebates were tied to a particular policy event, while
other margin drivers included volume leverage, mix, acquisitions, variable compensation,
productivity, and price/cost.

Two research findings, two cautions

Academic research offered competing perspectives on diversified companies. Berger and Ofek
studied U.S. multi-segment firms from 1986 to 1991. They estimated stand-alone values for
each reported segment using industry multiples and found that the diversified firms’ total
capital value was, on average, 13% to 15% below the sum of those imputed values. Their
analyses associated part of the estimated loss with overinvestment in low-opportunity
segments and cross-subsidization. The study was observational, relied on reported segment
boundaries and historical industry multiples, and did not establish that any particular diversified
company should divest a business.

Villalonga examined a different source of business boundaries: Census Bureau
establishment-level data linked to Compustat for 1989-1996. In the same firm sample, the
reported-segment measure showed a mean excess-value difference of —0.18, while an
establishment-based business-unit measure showed +0.28. The sign changed with the data
used to define the businesses. The U.S.-establishment data were historical and observational,
and the study did not estimate the value effect of diversification at IDEX.

Together, the studies suggested two questions for investors: Can a corporate portfolio direct
capital toward attractive opportunities without subsidizing weak ones? And how much can
conclusions be trusted when public segment categories combine businesses with different end
markets and economics? Neither study supplied a return estimate for IDEX.
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The investor’s assessment

The filings showed a strong quarter and a revised outlook. They also showed uneven segment
performance, a temporary tariff-related margin benefit, acquired growth, and no disclosed
measure of Al exposure or segment returns. An outside investor had to decide what the results
did-and did not-justify believing about IDEX’s strategy.

Discussion questions

1. What is the strongest evidence that IDEX’s Q2 growth reflects durable strategic positioning?
What is the strongest evidence that the quarter may overstate the durability or breadth of
growth?

2. Separate the reported change in sales and margins into organic growth, acquired-business
contribution, currency, expected tariff rebates/refunds, and other drivers. Which comparisons
are most useful for evaluating the underlying business, and what remains unresolved?

3. How much information does record quarterly orders provide about future growth? What
additional evidence would you want before treating orders as a durable indicator?

4. How do Berger and Ofek, and Villalonga, shape the questions you would ask about IDEX’s
portfolio? Where do their methods and settings limit the conclusions you can draw?

5. State your current investor interpretation of IDEX's growth quality and identify three future
disclosures or operating indicators that would cause you to revise it.
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