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Atlas Engineered Products Lid. (AEP-V)

January Starts Miss but Up 11% y/y in Raw Terms

Raw Starts Up 11% y/y While SAAR Misses Consensus - The Canada Mortgage and
Housing Corporation (CMHC) reported that January housing starts totaled 224k on
a seasonally adjusted annualized basis (SAAR), slightly short of consensus at 230k.
The SAAR declined 10% m/m and 5% y/y. We add that prior month totals were
revised downward slightly for the October-through-December period. Raw housing
starts, which are more relevant for projecting quarterly results for AEP, totaled 14.9k
in January, declining 20% m/m (in line with the 26% average decrease for January
over the prior 2 years) and increasing 11% y/y.
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The Gap is Closing, Get on Board — AEP trades at 5.8x our F2025 adjusted EBITDA
forecast, representing a 41% discount to the 9.8x at which Builders FirstSource (BLDR-
NYSE, Not Rated) trades (see page 3 for our latest comparable table). We expect
AEP to produce a 41% EBITDA CAGR during the F2023-F2025 period v. the negative
1% implied by consensus estimates for BLDR. While BLDR has outperformed AEP
since November 1t (up 58% v. the 21% return on AEP), that gap has closed since
December 5t (AEP up 45% v. BLDR up 30%). We therefore believe the catch-up
frade is in progress but still has room to go given these stocks are plays on the same
thesis: increasing demand for value-added products that enable homebuilders to
reduce onsite labour and time-to-completion, given structural housing deficits in
both markets (Canada for AEP, US for BLDR). As shown on pp. 4-5, the stock looks
set for a test of its 6-month infraday high at $1.45, while the weekly chart shows it
breaking out of the $1.00-$1.30 trading range, with the height of that range implying
a target of $1.60+/sh.

January Housing Starts Miss

Buy (unch) $2.25  (unch)
Recent/Closing Price $1.39
12-month Target Price $2.25
Potential Return 62%

52 Week Price Range $0.89 - $1.45
Estimates

YE: Dec 31 FY22A FY23E FY24E

Revenue ($M) $62 $51 $67

Adjusted EBITDA ($M) $16 $10 $14
Valuation

YE: Dec 31 FY22A FY23E FY24E

EV/Revenue 1.8x 2.2x 1.7x

EV/Ad]. EBITDA 7.0x 11.4x 8.1x
Stock Data

Shares Outstanding (M)
Basic 59
Fully Diluted 62
Market Cap ($M)

Basic $82
Fully Diluted $86
Cash/Securities ($M) $15
Debt / Leases ($M) $39
Fully Diluted EV ($M) $111

About the Company

Headquartered in Nanaimo, BC, Atlas Engineered Products designs,
manufactures and sells engineered roof trusses, floor trusses and waill
panels. AEP also distributes a range of engineered wood products. These
products are sold to builders of residential and commercial wood-framed
buildings, including single family homes, townhouses, multi-story residential
buildings, commercial buildings, and agricultural structures.

All prices in CADS unless otherwise stated
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Atlas Engineered Products BUY | Target: $2.25
. Recent/Closing Price $1.39
14 14 52-Week High $1.45
12 (/\\/\ " 52Week Low $0.89
Ua‘ W /’W 11 Volume (30-day Avg, 000s) 104
o /,/ 1o Basic Shares OS (M) 59
o e 05 Fully Diluted OS (M) 62
02 A" | |\ 'FD Market Cap. ($M) $86.2
Fho3 Mar23 Apre3 May2s un23 Jul 23 Aug23  Sep23  Oct23  Nov23  Dec23  Jan24 Feb 24 Cash/Securities ($M) $15.0

L A Total Debt/Leases ($M) $39.4
By, Enterprise Value ($M) $110.5

Company Description Investment Thesis Valuation Sensitivity (2025E EBITDA)
1. AEP products alleviate two major pain points for Adjusted EBITDA Forecast (SM)

builders: onsite labour costs, and time-to-lockup $16 $23 $28

(financing).
$1.83  $2.27

Headquartered in Nanaimo, BC, Atlas Engineered
Products designs, manufactures and sells engineered roof
trusses, floor trusses and wall panels. AEP also distributes a
range of engineered wood products. These products are

sold to builders of residential and commercial wood-
framed buildings, including single family homes,
townhouses, multi-story residential buildings, commercial
buildings, and agricultural structures.

6.0x $1.15
2. Further product adoption (floor trusses, wall panels)
supports strong organic growth.

3. Industry is ripe for consolidation, while AEP balances
M&A with active share buyback. 9.0x $1.92 $2.94 $3.60

by Product (TTM) 7 Facilities in Canada Plant Lay:

Trusses
76%

Engineered

Wood Conn bene
Rroducts I, 0
24%

&% [e——
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SATELLTE

Walls Windows
0% 0%

Revenue ($M) $61.9 $9.6 $11.2 $14.4 $15.4 $50.7 $67.0 $81 12.0x
10.6x
Consensus Revenue ($M) na na na na $15.6 $50.5 $66.4 $75.7 9.8x
10.0x |
Gross Margin 32% 30% 30% 30% 28% 29% 31% 33%
Adj. EBITDA ($M) $15.7 $1.7 $2.1 $3.2 $2.7 $9.7 $13.7 $19.1 8.0x
EBITDA Margin 25% 18% 18% 22% 18% 19% 20% 24% 0 5.8x
.OX
Consensus EBITDA ($M) na na na na $2.8 $9.9 $13.8 $17.0
Operating CF (before WC)($M) $11.7 $1.4 $1.6 $2.1 $1.4 $6.5 $8.1 $11.6 4.0x
Operating CF Margin 19% 14% 14% 14% 9% 13% 12% 14% 20
.OX
Cash From (Used In) Operations ($M)  $11.3 $0.8 ($0.4) $2.7 $3.3 $6.5 $8.5 $9.7
CFO Margin 18% 9% (3%) 19% 21% 13% 13% 12% 0.0x
N " 2024E 2025E
Coverage Ratio (EBITDA/interest) 23.3x 8.2x 8.5x 7.6x 2.5x 4.9x 3.4x 5.2x
. BLDR ®Beacon
Leverage Ratio (Net Debt/EBITDA) (0.1x) (0.2x) 0.4x 1.9x 1.9x 2.2x 0.9x 0.2x

Source: Company Reports, FactSet, Beacon Securities. For consensus estimates, quarterlies may not add to annuals, depending on data availability.
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EV / Sales EV / EBITDA

Market Enferprise F2024E F2025E | 2023-2025 F2023E F2024E F2025E
Cap. ($M) Valuep(sM) F2023E F2024E F2025E | F2023E F2024E F2025E | Revenue Revenue | EBITDA EBITDA EBITDA EBITDA
: Growth Growth CAGR Margin Margin Margin

Company

ADEN-CA |ADENTRA Inc 0.5x 0.5x 0.5x 6.7x 6.6x 6.1x (3%) 4% 4% 7.9% 8.2% 8.5%
DBM-CA |\ Doman Building Materials Group Ltd $398 $1,305 0.5x 0.5x 0.5x 6.6x 6.6x 6.4x 3% 4% 2% 7.9% 7.6% 7.6%
RCH-CA  |Richelieu Hardware Ltd $2,222 $2,668 1.5x 1.5x 1.4x T1.6x 119 11.6x 3% 1% - 12.9% 12.2% 12.5%
MAS Masco Corporation UsS$14,716  US$19,026 2.4x 2.4x 2.3x 12.8x 12.4x 11.6x 1% 4% 5% 18.7% 19.2% 19.7%
BLDR Builders FirstSource, Inc. US$8,831  US$26,764 1.6x 1.5x 1.4x 9.6x 10.6x 9.8x 4% 5% (1%) 16.4% 14.4% 14.8%
BCC Boise Cascade Co. US$2,675 US$4,884 0.7x 0.7x 0.7x 6.4x 6.9x 7.0x 5% 2% (5%) 11.1% 9.9% 9.4%
LPX Louisiana-Pacific Corporation US$5,023 US$5,176 2.0x 1.9x 1.8x 10.8x 9.7x 8.8x 7% 5% 1% 18.5% 19.3% 20.3%
UFPI UFP Industries, Inc. US$4,742 US$6,815 0.9x 0.9x 0.9x 8.3x 8.6x 8.0x 1% 3% 2% 11.2% 10.7% 11.3%
Canadian-Listed Avg| 0.8x 0.8x 0.8x 8.3x 8.4x 8.0x 1% 3% 2% 9.5% 9.3% 9.5%

US-Listed Avg| 1.5x 1.5x 1.4x 9.6x 9.6x 9.0x 3% 4% 3% 15.2% 14.7% 15.1%

High| 2.4x 2.4x 2.3x 12.8x 12.4x 11.6x 7% 5% 1% 18.7% 19.3% 20.3%

Low| 0.5x 0.5x 0.5x 6.4x 6.6x 6.1x (3%) 1% (5%) 7.9% 7.6% 7.6%

Average  1.3x 1.2x 1.2x 9.1x 9.2x 8.7x 3% 4% 2% 13.1% 12.7% 13.0%

Atlas Engineered Products Lid.
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AEP.V Atlas Engineered Products Lid. TSx0 @ StockCharts.com
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Source: Company Reports, FactSet, Beacon Securities
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AEP .V Atlas Engineered Products Lid, Tsxv @ StockCharts.com
15-Feb-2024 1:56pm
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Disclosure Requirements

Does Beacon, or ifs affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's equity securities? [ Yes No

Does the analyst who prepared this research report have a position, either long or short, in any of the issuer's securitiese [] Yes No

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the research report, received remuneration for
any services provided to the securities issuer during the preceding 12 months2 [ Yes No

Has Beacon Securities performed investment banking services in the past 12 months and received compensation for investment banking services for
this issuer in the past 12 monthse [ Yes No

Was the analyst who prepared this research report compensated from revenues generated solely by the Beacon Securities Investment Banking
Departmente [J Yes No

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory capacity to the issuere [ Yes No
Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and the issuere [] Yes No

Is Beacon Securities a market maker in the equity of the issuere [ Yes No

Has the analyst visited the issuer's material operation(s)?2 Yes [ No

Did the issuer pay for or reimburse the analyst for the travel expenses? [] Yes No

Allinformation contained herein has been collected and compiled by Beacon Securities Limited, an independently owned and operated member of
the Canadian Investment Regulatory Organization (CIRO). All facts and statistical data have been obtained or ascertained from sources, which we
believe to be reliable, but are not warranted as accurate or complete.

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change without nofice. Beacon Securities
Limited takes no responsibility for any errors or omissions contained herein, and accepts no legal responsibility from any losses resulting from investment
decisions based on the content of this report.

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell securities discussed herein. Based
on their volatility, income structure, or eligibility for sale, the securities mentioned herein may not be suitable or available for all investors in all
countries.

As of January 31, 2024 #Stocks Distribution

BUY 68 70.8% BUY Total 12-month return expected to be > 15%

Speculative Buy 19 19.8% Speculative Buy Potential 12-month return is high (>15%) but given elevated risk, investment could result in a material loss
Hold 2 2.1% Hold Total 12-month return is expected to be between 0% and 15%

Sell 1 1.0% Sell Total 12-month return is expected to be negative

Under Review 6 6.3% Under Review

Tender 0 0.0% Tender Clients are advised to tender their shares to a takeover bid or similar offer

Total 96 100%

Dissemination
Beacon Securities distributes its research products simulfaneously, via email, to its authorized client base. All research is then available on
www.beaconsecurities.ca via login and password.

Analyst Certification

The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions expressed herein accurately reflect
such research analyst’s personal views about the company and securities that are the subject of the report; or any other companies mentioned in the
report that are also covered by the named analyst. In addition, no part of the research analyst’'s compensation is, or will be, directly or indirectly,
related to the specific recommendations or views expressed by such research analyst in this report.
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