Best Shoals Technologies Q1 2026 Takeaways for Solar Investors and Buyers
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Shoppers and investors are watching Shoals Technologies after a surprise-strong Q1: revenue jumped, backlog hit a record and new battery products are ramping , but margins and cash flow show strain as the company shifts production and leans into storage. Here’s what matters and what to watch next.
Essential Takeaways
Revenue beat: Q1 revenue was about $141m, up roughly 75% year-on-year and above guidance, driven by U.S. utility-scale solar demand. 
Record backlog: Awarded orders and backlog (BLAO) reached $758m, with roughly $628m slated to ship over the next four quarters , visible near-term work. 
Margins pressured: Adjusted gross margin fell to about 29.6% due to product mix, tariffs, higher freight and one-time facility transition costs; management calls Q1 a low-point. 
Profit and cash nuance: Adjusted EBITDA rose to roughly $21m, but the firm consumed $41.4m of cash as inventory climbed; cash on hand ended very low at $1.9m. 
BESS momentum: Battery energy storage orders climbed, BLAO for BESS sits near $75m and first production units from the new facility were recognised in Q1.
Q1: strong top-line, vivid demand and a backlog you can almost feel
Shoals turned in a punchy quarter with roughly $141m of revenue, led by U.S. utility-scale solar projects and healthy OEM sales. You can almost hear the sites humming: quote volume topped $1bn of unique projects during the period, a sign installers and project developers are booking capacity. According to the company, add-ons and new orders of about $151m helped push backlog to a record level, giving management confident near-term visibility. For buyers, that means Shoals is likely to be a busy supplier for the next 12 months.
Margin squeeze: moves, tariffs and freight left their mark
Despite the revenue pop, gross margins disappointed. Management blamed a combination of product mix, tariffs, rising freight and temporary labour inefficiencies tied to relocating production into a new facility. They said these factors knocked roughly 200 basis points off margins and described the quarter as a low point. The practical implication is simple: higher sales don’t always translate into healthier margins during big operational shifts, so watch sequential margin improvement as the new plant settles in.
Cash and working capital: inventory up, liquidity tight
Shoals consumed more than $40m of cash in the quarter as it built inventory to protect deliveries , that reduced cash on hand to about $1.9m and nudged net debt to nearly $180m. Management says inventory will be drawn down in the back half of the year and plans to modestly expand its revolving credit capacity, targeting leverage below 2x adjusted EBITDA. If you’re an investor, the story to follow is whether inventories fall as promised and free cash flow recovers alongside easing supply-chain pressure.
BESS and product diversification: a small line today, potential driver tomorrow
Battery energy storage activity is no longer peripheral. Shoals added roughly $9m to its BESS BLAO in the quarter and recognised more than $1m of revenue from initial units made under a partnership with ON.energy. Management notes most BESS bookings were for grid firming and solar-plus-storage this quarter, while AI data centres are seen as a longer-term growth avenue. The message is clear: Shoals is diversifying beyond classic BOS hardware, which could lift margins if volumes scale and production stabilises.
Guidance, legal items and tariffs , what to keep an eye on
Leadership raised full-year revenue and adjusted EBITDA guidance, but flagged a dynamic tariff environment and higher freight costs. Legal spend jumped, largely tied to ITC litigation and other cases, though management says the majority of class-action exposure is insured and a settlement was proposed. They also reported positive procedural movement in an IP case against Voltage, with a final ITC determination on the near-term calendar. In short, the company expects top-line strength to continue but warns of margin and cost swings until the new facility and supply dynamics settle.
It's a small change that can make every quarter’s picture clearer: watch margins, inventory and BESS traction for signs the growth story is turning into durable profitability.
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