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Figure 1 – BLDR Price Action 

Figure 2 – BLDR ROIC History  
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Business Description: 
Builders FirstSource is a distributor and manufacturer of lumber, building material 
products, and other building supplies across the United States. They operate in 500+ 
locations across the country, including 85 of the top 100 MSA’s. Balanced end-market 
exposure (72% sales to new SF Housing / 22% R&R / 6% MF housing). The top 10 
customers accounted for approximately 15.8% of net sales, and no single customer 
accounted for more than 6% of net sales.  
 
Investment Thesis:  

• BMC merger significantly upgrades scale, adaptability, and leverage: BLDR 
completed its ‘super merger’ with BMC Construction earlier this year. The merger 
makes BLDR the largest player in the US space and fleshes out their product line to 
meet all homebuilders needs. Specifically, BMC fills out the holes in the 
manufactured products that BLDR offers and adds leverage to the notoriously 
volatile lumber supply chain. Both segments show significant growth in Q1 2021 
(post-acquisition). This makes BLDR the only supplier of its scale with a full 
product line and adds to their geographical footprint. BLDR is now fully integrated 
down the value chain, solidifying itself as a one stop shop for homebuilders marks 
an industry shift. Historically, homebuilding companies and independent builders 
would use multiple services for different products (e.g., Roofing, Lumber, Turn-Key 
Services). With the industry trending towards consolidated suppliers, BLDR is now 
the obvious choice. BLDR’s track record with acquisitions is very strong. Previous 
acquisitions have proved to be accretive and quickly integrated, comparatively to 
peers. In 2014/2015, BLDR completed their major ProBuild acquisition, along with 
7 small scale acquisitions. After the initial year of high overhead, Operations 
stabilized and BLDR realized synergies, net income bounced back to around 
200,000 and sales growth outpaced COGS by a 40% margin. Overall, the acquisition 
period quickly catalyzed revenue and FCF growth, and BLDR have purchased 
companies at comparatively low multiples to their peers. In terms of the future, the 
acquisition strategy is to target companies with advancements in prefab and utilize 
the unique FCF leverage they have. Specifically with the BMC acquisition, 
management has already raised cost synergy guidance from 100m to 150m. The 
increase in market share allows BLDR to capitalize on favorable macro trends. An 
artificially low 30-year mortgage rate, pent up demand from a supply shortage, and 
strong SF housing starts are on the horizon. Other tailwinds include demographic 
changes, WFH, and a record low supply of homes. 

• Underappreciated Prefab business catalyzes future non-commodity growth: 
In conventional “stick-build” construction, builders cut and assemble lumber on 
site. Prefabricated components are engineered in an offsite location using 
specialized equipment and labor. This outsourced task allows for optimal material 
usage, lower overall labor costs and improved quality of structural elements. In 
addition, using prefabricated components results in faster construction because 
carry a 1000 bps gross margin% premium over lumber sheet goods and 60% of 
homes in the U.S. currently built w/o any prefab components, so there is room to 
capitalize on the technology. BLDR is by far the furthest along in prefab 
advancements in the industry, and they are now working towards automating the 
prefab process, to increase efficiency. The market consensus is that the industry 
produces commodities. BLDR is significantly different on 2 fronts. Firstly, lumber 
sales have fallen to 30% of revenue, down to nearly half of its weight just 3 years 
ago. Secondly, the more manufactured products that BLDR prefabs, the more 
diversified their product offerings become, because they are providing an 
additional value-add service to customers. In fact, BLDR’s investment in prefab is 
evident in their roll-up strategy, which is focused on targeting companies that 
specialize in prefabricating a specific building material. Buying prefab allows more 
value-added products to be manufactured offsite, making life easier for the 
homebuilder. Automating manufacturing also allows BLDR to focus on its turn-key 
services that increase brand loyalty, like design assistance, process management, 
and professional installation of products. 

Key Ratios and Statistics: 
 

Share Price (9/29/21) $53.92 

Market Cap (000’s) 
Enterprise Value 
52-Week Low 

$11,170 
$13,180 

                     $29.73 

52-Week High 
Revenue (FY20) 
EBIT (FY20) 

$55.54 
$8,558 

                     $5,438 

 

Revenue: 728,043   855,874   2,057,810   2,154,330 
  

EBITDA:  49,234      66,042       186,087      183,809 

 
Net Income: 22,180   31,353      105,694      102,355 
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Sensitizing Terminal Growth and WACC 
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