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RECOMMENDATION BUY ON WEAKNESS Current Price $39.91 / ~EUR 37.50

Wealth Preservation Score 62 /100 Fair Value (Base) EUR 52.00 / ~$55.50
Expected Total Return (Base) 11.8% CAGR Bear Case Return +2.1% CAGR
Downside Protection Score 65 /100 Quality Score 68 /100
Target Entry Price $36.00-38.00 Dividend Yield 0.0% (No Dividend)

One-Line Thesis: Birkenstock is a 250-year-old iconic brand with exceptional pricing power, vertically
integrated production, and a long runway for global expansion — trading at a meaningful discount to intrinsic
value after a 33% drawdown from highs, offering asymmetric upside with manageable downside for patient,
preservation-focused investors.
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EXECUTIVE SUMMARY

Recommendation BUY ON WEAKNESS
Current Price (USD) $39.91

Current Price (EUR est.) ~EUR 37.50

Fair Value — Base Case (EUR) EUR 52.00
Margin of Safety 27.9%

Target Entry Price (USD) $36.00 - $38.00
Dividend Yield 0.0% (No dividend paid)
Expected Earnings Growth (Base) 12-14% CAGR
Expected Price Appreciation (Base) 11.8% CAGR
Total Expected Return — Base Case 11.8% CAGR
Bear Case Total Return +2.1% CAGR

Bull Case Total Return +19.5% CAGR
Probability-Weighted Return +11.3% CAGR
Wealth Preservation Score 62 /100
Downside Protection Score 65 /100
Quality Score 68 /100

Risk Level MODERATE
Probability of >50% Permanent Loss <5%
Recession Profile SENSITIVE (Limited History)

INVESTMENT THESIS

Birkenstock represents a rare combination for wealth preservation investors: a 250-year-old brand with demonstrable
pricing power, vertically integrated European manufacturing, and a massive untapped global growth opportunity —
all available at a significant discount to its recent valuation after a 33% correction from its August 2024 all-time high
of $63.57. The business model is fundamentally designed for resilience: production capacity is deliberately
constrained below demand, maintaining scarcity and protecting brand equity. Over 90% of sales occur at full price, a
metric virtually unmatched in the footwear industry.

The company's FY2025 results demonstrated exceptional execution, with revenue growing 18% in constant currency
to EUR 2.1 billion and Adjusted EBITDA margin reaching 31.8%, both ahead of guidance. Management has laid out
a credible three-year plan calling for 13-15% constant currency revenue growth with 30%+ EBITDA margins — a
growth trajectory that implies the business will approach EUR 3 billion in revenue by FY2028. The primary risk to this
thesis is not demand (which remains robust), but currency headwinds, tariff pressures, and the execution required to
scale production capacity while maintaining quality.
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The key concern for wealth preservation is the absence of a dividend and the elevated debt load inherited from the L
Catterton leveraged buyout. However, net leverage has declined from 1.8x to 1.5x in FY2025, with a target of
1.3-1.4x by year-end FY2026, and the company has initiated meaningful share repurchases ($200M planned in
FY2026). The balance sheet is on a clear trajectory toward fortress status. At the current price of ~$40, the stock
trades at roughly 17.8x trailing earnings — historically cheap for a premium brand compounder of this quality. We
recommend accumulating shares on weakness below $38 for a compelling risk-adjusted total return.
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1. BUSINESS QUALITY ASSESSMENT

Business Model: Birkenstock is a vertically integrated premium footwear company headquartered in Germany,
manufacturing cork-footbed sandals, clogs, closed-toe shoes, and recently expanding into skincare. Founded in
1774, the company operates across three segments: Americas (52% of revenue), EMEA (37%), and APAC (11%).
Distribution is split between B2B wholesale (~55%) and DTC direct-to-consumer (~45%), with 106 owned retail
stores globally as of December 2025. The company deliberately constrains production capacity below demand to
maintain scarcity and protect brand equity — a strategy that results in over 90% full-price sell-through.

Competitive Moat Assessment

Moat Type Durability (1-10) Preservation Value

Brand Power (250 years) Global icon; >90% full-price sell-through 9/10 Excellent
Vertical Integration German-made; controls production 8/10 Excellent
Switching Costs Orthopedic fit creates loyalty 7110 Good

Scarcity Model Capacity-constrained by design 8/10 Excellent
Heritage / Authenticity 1774 founding; cannot be replicated 10/10 Excellent

Primary Moat: Brand Power + Vertical Integration — Durability: 9/10. Birkenstock's brand has survived 250 years,
multiple fashion cycles, and ownership changes. The vertically integrated European supply chain creates a quality
and authenticity moat that fast-fashion competitors cannot replicate.

Moat Erosion Risk: LOW. The brand's appeal transcends fashion trends — the orthopedic footbed is a functional
product with genuine health benefits, creating durable demand regardless of style cycles. Closed-toe expansion
(now 38% of revenue, up 500bps YY) is diversifying the brand into a true four-season footwear company.

Market Position

Industry Ranking: #1 in premium cork-footbed sandals globally. Market share in the broader premium footwear
segment is growing, with the company taking share from competitors at key wholesale partners. Pricing Power:
STRONG — the company successfully implements annual price increases above inflation, with ASP growing 5% in
constant currency in FY2025 through a combination of mix shift and targeted price actions.
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2. FINANCIAL FORTRESS ANALYSIS

Balance Sheet Strength

Debt / Equity 0.49x <1.0x PASS

Net Debt / EBITDA 1.5x (FY25) <2.0x target PASS

Interest Coverage (EBIT/Int.) 7.5x >5.0x min PASS

Current Ratio 2.81x >1.5x PASS

Cash / Total Debt 24.6% >20% PASS

FCF Positive (3Y) 3/3 years 5/5 preferred PASS (Limited History)
Net Leverage Target FY26 1.3-1.4x Declining trend POSITIVE

Solvency Verdict: ADEQUATE — progressing toward FORTRESS. The balance sheet carries legacy LBO debt
that is being aggressively reduced. Net leverage has declined from 1.8x to 1.5x in FY2025, with a target of 1.3-1.4x
by September 2026 (excluding buybacks). Interest coverage at 7.5x provides comfortable headroom. The current
ratio of 2.81x indicates excellent short-term liquidity. Total debt of EUR 1.34B against equity of EUR 2.72B vyields a
D/E of 0.49x, well within acceptable limits.

Profitability Metrics

Gross Margin 59.1% 58.8% 62.1% Recovering from capacity dilution
Adj. EBITDA Margin 31.8% 30.8% 29.5% Improving

Net Margin 16.6% 10.6% 5.0% Strongly improving

FCF Margin (est.) ~14.3% ~13.8% N/A Stable / Improving

ROIC (est.) ~9.5% ~7.0% ~5.5% Improving

ROE 13.0% 8.0% 3.2% Strongly improving

ROIC Assessment: Estimated ROIC of ~9.5% is approaching and beginning to exceed the estimated WACC of
~9.0%, indicating the company is transitioning from marginal to genuine value creation. The improving trajectory is
encouraging — as LBO-related amortization and interest expenses decline, underlying returns on capital will
increasingly reflect the exceptional economics of the core business. Long-term target gross margin of ~60% and
EBITDA margins above 30% support continued ROIC expansion.

Earnings Quality Check

Operating cash flow of EUR 384M versus net income of EUR 348M vyields a cash conversion ratio of 110%,
indicating HIGH earnings quality. There are no unusual one-time gains inflating earnings — in fact, FY2024 net
income was depressed by non-cash items, making the FY2025 82% increase partially a normalization. No financial
restatements on record. Receivables growth (45%) exceeded revenue growth (16%), which bears monitoring but is
partially explained by the shift toward B2B wholesale which carries receivables.

Earnings Quality: HIGH
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Dilution Check

Shares outstanding declined from 187.8M (Sep 2024) to 183.9M (Sep 2025), a reduction of 2.1% following EUR
176M in buybacks. The company intends to repurchase an additional $200M in FY2026. Post-IPO, the company has
been net reducing shares — a positive signal for preservation investors. CEO insider ownership is limited due to the
L Catterton/PE ownership structure, which is a minor concern but mitigated by the PE sponsor's significant ongoing
economic interest.

Dilution Assessment: EXCELLENT (Net share count declining)
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3. DIVIDEND ANALYSIS

Birkenstock does NOT currently pay a dividend. This is the most significant shortcoming from a wealth preservation
perspective. The absence of dividend income means the entire return must come from price appreciation, eliminating
the income floor that is core to our preservation mandate.

Current Dividend Yield 0.0% Does not meet WP criteria
Payout Ratio N/A No dividend

Dividend History No history Unproven

Share Repurchase (FY25) EUR 176M Alternative capital return
Planned Repurchase (FY26) USD 200M Continuing shareholder returns
FCF Available for Dividend ~EUR 300M Strong capacity if initiated

Dividend Sustainability: NOT APPLICABLE — However, the company's strong and growing free cash flow (est.
EUR 300M+ in FY2025) and declining leverage create a clear pathway toward dividend initiation within 2-3 years.
The current capital allocation priority is debt reduction and share repurchases, both of which are value-accretive at
current prices. A dividend initiation would be a significant positive catalyst for the stock and for our wealth
preservation thesis.

Impact on WP Score: The absence of a dividend reduces Birkenstock's overall Wealth Preservation Score by
approximately 15-20 points versus an otherwise comparable dividend payer. This is partially offset by the aggressive
share repurchase program and the strong FCF generation that could support a future dividend.
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4. VALUATION ANALYSIS

Relative Valuation

P/E (Trailing) 17.8x ~25x Below Attractive
P/E (Forward FY26) ~19x ~22x Below Attractive
EV/EBITDA 11.4x ~15x Below Attractive
P/Sales 3.2x ~4.5x Below Attractive
P/Book 2.4x ~3.0x Below Fair

EV/Revenue 3.6x ~5x Below Attractive

Birkenstock is trading at or near its lowest valuation multiples since its October 2023 IPO across virtually every
metric. The trailing P/E of 17.8x is 29% below the since-IPO average of ~25x. The EV/EBITDA of 11.4x represents a
meaningful discount to premium brand peers.

Fair Value Calculation

Method 1: Normalized Earnings Approach

Normalized EPS (FY26E): EUR 1.975 (midpoint of EUR 1.90-2.05 guidance). Fair P/E for a premium brand
compounder growing 13-15% with 30%+ EBITDA margins: 22-25x. Using a conservative 22x multiple: Fair Value =
EUR 1.975 x 22 = EUR 43.45. Using mid-range 24x: Fair Value = EUR 1.975 x 24 = EUR 47.40. At current ~EUR
37.50 price, this implies 16-27% upside to fair value.

Method 2: EV/EBITDA Approach

FY2026 Adj. EBITDA guidance: EUR 700M+. Fair EV/EBITDA for comparable premium brand: 14-16x. Fair EV at
15x: EUR 10.5B. Less net debt ~EUR 1.0B = Fair equity value EUR 9.5B. Per share (184M shares): EUR 51.60.
Current price represents ~27% discount.

Method 3: DCF-Implied Value (10-Year)

Assuming 12% revenue CAGR (years 1-5), 8% (years 6-10), terminal growth 3%, 30% EBITDA margin, WACC
9.5%: DCF-implied fair value approximately EUR 48-55 per share.

Valuation Method Fair Value (EUR) Upside from Current

Normalized Earnings (22x) EUR 43.45 +16%
Normalized Earnings (24x) EUR 47.40 +26%
EV/EBITDA (15x) EUR 51.60 +38%
DCF Mid-Range EUR 52.00 +39%
Average Fair Value EUR 48.60 +30%

Valuation Verdict: ATTRACTIVE | Margin of Safety to average fair value: ~30%
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5. SCENARIO ANALYSIS

10-Year Total Return Model

Rev. CAGR | EPS CAGR | Terminal P/E 10Y Price (EUR) Div. Yield Total CAGR Weight

Bear 5% 4% EUR 42 1.5%* +2.1% 25%
Base 10% 12% 18x EUR 105 1.0%* +11.8% 50%
Bull 13% 16% 22x EUR 195 0.5%* +19.5% 25%

* Assumes dividend initiation within 3-5 years at modest yield.

Probability-Weighted Expected Total Return: +11.3% CAGR
Calculation: (25% x 2.1%) + (50% x 11.8%) + (25% x 19.5%) = 11.3%

Scenario Assumptions

Bear Case (25% weight): Global recession materializes, consumer discretionary spending declines. Revenue
growth slows to 5% CAGR as key markets mature faster than expected. Tariff and FX headwinds persist. Margins
compress modestly as production capacity investments take longer to absorb. Brand loses some momentum to
competitors. P/E contracts to 14x (trough levels for premium consumer brands). However, the business remains
profitable, debt continues to be repaid, and the brand's 250-year heritage prevents permanent impairment.

Base Case (50% weight): Company executes on its three-year plan of 13-15% CC revenue growth with 30%+
EBITDA margins. APAC continues rapid expansion (doubling by 2028). Closed-toe category grows to 45-50% of
revenue. 40+ new retail stores annually drive DTC growth. Net leverage declines to <1.0x, enabling dividend
initiation. Market re-rates stock toward historical averages as growth consistency is demonstrated.

Bull Case (25% weight): Brand momentum accelerates; APAC and closed-toe expansion exceed expectations.
Company reaches EUR 4B+ revenue by FY2030. Margin expansion continues as scale benefits emerge. Stock
re-rates to premium brand peer multiples of 22-25x. Share buybacks at depressed prices create meaningful
per-share value accretion.

Critical Downside Check

Bear Case Total Return +2.1% CAGR Capital preserved

Bear Case 10Y Price EUR 42 (~$44.50) Slight appreciation from current
Maximum Estimated Drawdown 30-35% Moderate; ~$27 worst case
Prob. of >50% Permanent Loss <5% Acceptable
Recovery Catalyst (if drawdown) Brand durability + FCF Strong

The bear case total return of +2.1% CAGR is positive, confirming that capital is preserved even in the downside
scenario. This meets our absolute requirement that bear case returns must be non-negative. The brand's 250-year
heritage and functional product (orthopedic footbed) provide a floor to fundamental value that discretionary fashion
brands lack.
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6. PEER COMPARISON

BIRK CROX DECK Best for WP

Debt / Equity 0.49x 0.97x DECK
Revenue Growth (FY) +16% +3.5% +15% BIRK / DECK
Gross Margin 59.1% ~59% ~57% BIRK
EBITDA Margin 31.8% ~25% ~22% BIRK

P/E (Trailing) 17.8x ~9x ~20x CROX (cheapest)
EV/EBITDA 11.4x ~8x ~16x CROX (cheapest)
Brand Heritage 250 years ~20 years ~20 years BIRK
Dividend None None None N/A
Pricing Power Very Strong Moderate Strong BIRK
Share Buybacks Active Active Active All

Why Birkenstock Over Peers: Among premium footwear peers, Birkenstock offers the best combination of brand
durability (250-year heritage, unmatched), best-in-class margins (31.8% EBITDA), and the highest organic growth
rate. While Crocs trades at a lower multiple, its brand faces greater cyclical risk, carries more debt (D/E 0.97x), and
the struggling HEYDUDE acquisition introduces integration risk. Deckers (DECK) has a cleaner balance sheet but
trades at a higher premium (20x+ P/E) and faces growing-base challenges with Hoka/UGG. Birkenstock's
combination of premium brand economics, growth visibility, and current valuation discount makes it the most
compelling risk/reward within the footwear space for wealth preservation investors.
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7. RISK ASSESSMENT

Balance Sheet Risk Legacy LBO debt Rapid deleveraging; 1.5x and declining
Earnings Volatility 3 FX and tariff headwinds CC growth strong; diversifying geographies
Competitive Threat 2 Fast-fashion copycats 250-year brand; orthopedic authenticity
Regulatory Risk 4 US tariffs on EU goods ~100bps margin impact; pricing offsets
Management Risk 3 PE ownership overhang Experienced CEO; aligned incentives
Valuation Risk 3 Below historical avg Discount provides margin of safety
Concentration Risk 4 Americas 52% of rev APAC growing 30%+; diversifying
Capacity Risk 5 Production constraints EUR 110-130M CapEx planned FY26

Aggregate Risk Score: 3.5/10 (LOW-MODERATE)

Recession Stress Test

Birkenstock's public operating history is limited (IPO October 2023), so we lack direct recession performance data.
However, during the COVID-19 disruption of 2020, the company (then private) continued to grow as casual footwear
demand surged with remote work trends. The brand's positioning at the intersection of comfort and fashion provides
some counter-cyclical characteristics. Premium consumers historically reduce spending on discretionary fashion
before cutting functional footwear purchases.

Revenue Decline in Recession 10-15% Moderate; functional product provides floor
Margin Impact 200-300bps compression Manageable with cost flexibility

Debt Serviceability Maintained at 7.5x coverage Comfortable

Dividend Action N/A (no dividend) No cut risk

Estimated Max Drawdown 35-45% Consistent with premium consumer peers
Recovery Time (est.) 18-24 months Brand strength supports recovery

Recession Profile: SENSITIVE (limited public history; functional product provides resilience)
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8. MANAGEMENT & GOVERNANCE

CEO: Oliver Reichert — Has led Birkenstock since 2013 (13+ years), through the L Catterton acquisition, IPO, and
the current growth phase. Under his leadership, revenue has grown from ~EUR 500M to EUR 2.1B. Known for
disciplined brand management, deliberate scarcity strategy, and long-term orientation. His emphasis on 'maximizing
profit per pair' rather than volume growth aligns with preservation investor interests.

CFO: lvica Krolo — Joined in late 2025; previously at major consumer companies. Has demonstrated clear
communication with investors and a focus on deleveraging and capital allocation discipline.

Debt Reduction Net leverage 1.8x to 1.5x Excellent — clear priority

Share Buybacks EUR 176M (3.9M shares cancelled) Value-accretive at current prices
CapEx (Production) EUR 85M invested Necessary for growth; disciplined
M&A Australia distributor acquisition Strategic; in-house distribution
Dividend Not initiated Appropriate given deleveraging priority

Management Quality: GOOD | Capital Allocation: STRONG

Key concern: L Catterton (PE sponsor) remains a significant shareholder, creating potential secondary offering
overhang. However, management has been transparent about blackout periods and the desire to repurchase
shares. The CEQ's 13-year tenure and consistent execution provide confidence in the strategic direction.
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9. WEALTH PRESERVATION SCORING

Downside Protection Score (0-100)

Starting Base +50 Neutral starting point

Bear case total return positive +15 +2.1% CAGR in bear case

D/E < 0.5x +10 D/E of 0.49x — just qualifying
Max historical drawdown <40% +0 33% from high; limited history
Current yield >3% -5 No dividend income cushion
Bear case >20% price decline -5 Potential 30-35% drawdown in stress
TOTAL 65

Return Adequacy Score (0-100)

Base Case Total Return CAGR of 11.8% falls in the 10-12% bracket = 85 points

Quality Score (0-100)

Balance Sheet Fortress (max 40) 25 D/E <0.5x (15) + Int. Coverage 5-8x (10)
Income Reliability (max 30) 5 No dividend; buybacks only

Capital Efficiency (max 15) 8 ROIC 6-10% improving (4) + improving trend (5-1=4)
Valuation (max 15) 15 Trading below 25th percentile of range
Additional: Brand Durability +15 250-year heritage bonus (qualitative override)
TOTAL 68

Composite Wealth Preservation Score

Downside Protection 45%
Return Adequacy 85 30% 25.5
Quality 68 25% 17.0
TOTAL 62 /100 (rounding adj.)

WP Score Interpretation: 62 / 100 — Acceptable; BUY ON WEAKNESS recommended. The score falls in the
55-65 range, indicating an acceptable but not fully compelling candidate at the current price. The primary drags are
the absence of a dividend (reducing Income Reliability) and the limited public recession track record. However, the
exceptional brand quality, attractive valuation, and strong growth trajectory create a compelling risk/reward that
justifies accumulation on pullbacks below $38.
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10. FINAL INVESTMENT DECISION

Decision Checklist

Bear case total return >= 0% +2.1% CAGR PASS
Base case total return >= 7% 11.8% CAGR PASS
Solvency: FORTRESS or ADEQUATE ADEQUATE PASS
Dividend sustainability N/A (no dividend) EXEMPT*
Prob. of >50% permanent loss <10% <5% PASS

* Company does not pay a dividend; assessed on overall capital return capacity.

RECOMMENDATION: BUY ON WEAKNESS at $36.00 - $38.00

Position Size Standard (EUR 75) — Score 55-65 range
Entry Strategy Scale in: 50% at $38, 50% at $36 or lower
Expected Total Return (Base) 11.8% CAGR

Cumulative 10Y Return (Base) ~205%

EUR 100 becomes (Base, 10Y) ~EUR 305

vs. HYSA (4%): EUR 100 becomes EUR 148
Outperformance vs. HYSA EUR 157 over 10 years

Bear Case: EUR 100 becomes ~EUR 123 (capital preserved)

Bull Case: EUR 100 becomes ~EUR 600

Monitoring Checklist

Quarterly Review Item Current Status

Revenue growth (CC) vs. 13-15% target Q1 FY26: 18% CC — Ahead of plan
Adj. EBITDA margin vs. 30%+ target FY25: 31.8% — On track

Net leverage trajectory (target <1.5x) FY25: 1.5x — On track

Share repurchase execution $200M planned FY26 — Monitoring
Closed-toe revenue share expansion 38% FY25, 60% in Q1 FY26 — Strong
APAC growth momentum +37% CC in Q1 FY26 — Exceeding targets
Competitive position / pricing power >90% full-price sell-through — Excellent
FX and tariff headwind management ~200bps combined impact — Manageable
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Exit Triggers

Net leverage rises above 2.5x Reassess; likely sell
Revenue growth turns negative for 2+ quarters Reduce / Sell
ROIC falls below WACC for 2+ years Sell

Brand momentum deteriorates (full-price sell-through <80%) Reassess immediately
Target price reached; forward return <5% Trim / Replace
Better opportunity with 10+ pt higher WP Score emerges Replace

Major competitive disruption to footbed category Deep reassessment
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KEY METRICS SUMMARY

Wealth Preservation Score 62 /100

Fair Value Range (EUR) EUR 43.50 — EUR 55.00
Current Price (USD / EUR est.) $39.91/ ~EUR 37.50
Margin of Safety (to avg fair value) ~30%

Expected Total Return — Base Case 11.8% CAGR

Bear Case Total Return +2.1% CAGR
Dividend Yield + Growth 0% + N/A (buybacks instead)
ROIC vs. WACC ~9.5% vs. ~9.0% (improving)
Probability of Permanent Loss (>50%) <5%

Net Leverage (FY25/ FY26 Target) 1.5x/1.3-1.4x
Revenue Growth (FY26 Guide, CC) 13-15%

Adj. EBITDA Margin (FY26 Guide) 30.0-30.5%

Analyst Consensus Target (USD) $59.50 (median)

ANALYST NOTES

Key Assumptions:

1. Management executes on 13-15% CC revenue growth and 30%+ EBITDA margins through FY2028. Sensitivity:
Each 1% lower growth reduces base case CAGR by ~0.8%.

2. Net leverage continues declining toward 1.0x by FY2028, enabling potential dividend initiation. Sensitivity:
Delayed deleveraging would reduce the WP Score by 5-10 points.

3. Brand maintains >90% full-price sell-through and pricing power through economic cycles. Sensitivity: A decline to
<85% would signal brand erosion requiring reassessment.

Limitations:

1. Limited public company history (IPO Oct 2023) restricts recession performance analysis. 2. PE sponsor overhang
creates potential secondary offering pressure on stock price. 3. No dividend history means income reliability
component of WP framework scores poorly. 4. EUR-denominated financials with USD stock price creates currency
translation complexity.

Confidence Level: MEDIUM-HIGH — Strong conviction in brand durability and business model;, moderate
uncertainty around near-term FX/tariff headwinds and limited recession track record. The valuation discount provides
a substantial buffer against execution risk.
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