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Current Price: ~$102.29 | Market Cap: ~$6.45B | Rating: HOLD



UFPI has raised its margin floor, but macro headwinds are exposing the limits of its
exposing the limits of its new identity.
The Verdict
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Escaping the Commodity Trap Through Specialization

Historically, UFPI was a
low-margin pass-through
entity for lumber mills.

Today, it is a diversified
manufacturer aligned with
end-markets rather than
geography. This shift drove

drove ROIC expansion
from cost-of-capital levels
to >20% in the 2022 peak.

‘Value-Added’ Sales Mix
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Three Pillars of a Diversified Manufacturer

Retail Solutions Construction Packaging
~38-40% Revenue ~30-32% Revenue ~25-27% Revenue

Brands: Deckorators (Composite), Products: Roof Trusses, Factory- Brands: PalletOne (National
ProWood (Treated), UFP-Edge Built Housing, Concrete Forming Leader), Structural Packaging
Dynamic: High visibility, Dynamic: Interest rate & housing Dynamic: Volume-driven,
innovation-led start dependent GDP-correlated

Risk: Heavy customer concentration Focus: Factory-Built & Site-Built Status: Currently in price war

o A, ’ N, r,

Industrial
III Editorial | 292°
&y MotebookLM




Retail: Innovation Wins, But The Duopsony Rules
Product success is muted by customer concentration power.

The Performance Divergence (Q3 2025)

+5%

-7%

Beating market
leaders
(Trex/Azek) via

Total Segment Deckorators
Sales Organic Units

Duopsony Risk

Hnme Depot

?%) S Lowe’s

.(11%

“Surestone” tech.

UFPI
Pricing Power

p—

Concentration caps pricing power. Retailers
demand price concessions when lumber deflates.

ProWood organic units -5%.
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Packaging: The ‘Profitless Scale’ Dilemma Price competitionto

defend share...
UFPI is the nation’s largest pallet manufacturer (PalletOne), yet  characteristic of a

margins are compressing. commodity producer.”

UFPI/ PalletOne
National Scale

Competitors
(Mom-and-pop shops) e

Freight Recession
Impact

Q3 2025 Sales -2% &
Gross Margin Contraction

Despite scale economies, UFPI lacks pricing power against Industrial

local competitors in a low-demand environment. Editorial ¢
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Construction: Ground Zero of the “Lock-In” Effect

Heat Map
Factory-Built
Steady / Neutral
Frozen by high mortgage rates. “Lock-in” Tailwinds from Infrastructure Less sensitive to
effect stalling move-up market. Investment and Jobs Act (IIJA). BEEIERIITE: (0
immune.

The economy is bifurcated: Private housing is frozen, Public infrastructure is booming.
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A Narrow Moat Built on Logistics, Not Pricing Power

Verdict: Narrow Moat

Source: Cost Advantage +
Intangibles
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The Breach: Lack of pricing
power. A pallet is a pallet; a
2x4 is a 2x4. When demand
falls, price is the only lever.
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‘The Fortress Balance Sheet: Playing Offense

Counter-cyclical cash generation allows investment while competitors retreat.

Net Cash Position Quality of Earnings (YTD 2025)

Operating
Cash Flow
Net ($399M)
Earnings
($255M)
Net Earnings  Depreciation & Working Capital Operating Cash
($255M) Amortization Release (Inventory Flow ($399M)
Liguidation)
Cash Long-Term Debt Cash Flow > Net Income. Inventory liquidation
($1.0B) ($229M) releases cash in a downturn. :
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Capital Allocation: Disciplined Strategy, Questionable Timing

The Automation Bet The Buyback Controversy
Capital Deployment YTD 2025
Dividends
f P 1$291M Spent YTD
A - BB Avg Price: $103.04
. Current Price: ~$91-$102

= Strategy: $1B Capex Plan (2024-2028) &

Capital
Deployment
YTD 2025

Buybacks —§8 — Capex

* Goal: Robotics in truss/pallet  &Z»_, £
assembly to lower variable costs. 'ﬂ‘

= Target: Sustain 12.5% EBITDA ‘ | @

margins (vs current <10%).
Critique: Aggressive buying near highs looks poor

In hindsight, though recent purchases at ~$91 show
conviction.
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The Growth Funnel: Beyond the Cycle

Market
Consolidation
(MSA)

Bolt-on acquisitions
(e.g., C&L Wood
Products, Dec ‘24).

Product Innovation
Deckorators ‘Surestone’ Tech.
Taking share from Trex/Wood.

Margin Expansion

(2]

i Automation leading to
Sl permanently lower

Target: 10% of sales from new breakeven points.
products (Current: 7.6%).

Filling geographic voids.

Risk: Innovation engine needs to accelerate to hit the 10%
new product sales target.
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Fairly Priced for a Down Cycle

Current UFPI

Forward P/E
!

curere |
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18x 20x

Trex
(TREX)

25X

Brand/Moat Premium

10x 12X 14X : 16x 18x 20x 22X 24X 26X 28X
Current UFPI P/E Ratio
Forward P/E

30x

Fair Value
Estimate:
$105/share

= Basis: Normalized
mid-cycle EPS of
~$7.00.

* Insight: Cheap
relative to history,
but not “deep
value” given macro
risks.
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- Risk Matrix: The ‘Higher for Longer’ Threat

Probability  High

Low

Commodity Deflation Housing Stagnation
(Revenue Headwind) (Rates 6-7% thru 2026)

= Revenue Headwind = Customer Concentration
(HD/Lowe’s Demand Cuts)

e Execution Risk
ankrupicy ($1B Automation Plan ROI)

(Net Cash Position) = $1B Automation Plan ROI

—

Low Impact High
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Verdict: A Good House in a Tough Neighborhood
- Summary: UFPI is a high-quality operator in a
 brutal, com modiltizedlmarkuet.lThe transformation SSIBEERS

is real, but macro headwinds currently dominate. e Stock touches Tangible Book Value

* Dividend Yield hits 2% (Current ~1.4%)
e Fed rate cuts unlock existing home sales

RATING: o

HOLD / WATCH e EBITDA margins degrade below 9%

e Loss of key retail partner (Home
Depot/Lowe’s)
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- Appendix: Key Financials & Forecasts

2023 (Actual) 2024 (Actual) Q32025 (YTD) 2026 (Est)
Revenue $7.2B $6.7B (-7.8%) | $5.4B (-5.4%) | $6.5B (Flat)
Ad|. EBITDA $900M $690M $450M (-15%) $680M
EBITDA Margin 12.5% 10.3% 9.0% 10.5%
EPS $8.10 $7.20 $5.15 $7.87
ROIC 18.5% 12.2% 10.8% 11.5%
Estimates based on ‘Higher for Longer’ rate scenario.
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