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PART L

Item 1. Business

General

As used herein, the term Timken orthe Company refers to The Timken Company and its subsidiaries unless the
context otherwise requires. The Timken Company develops, manufactures, markets and sells products for friction
management and power transmission, alloy steels and steel components.

The Company was founded in 1899 by Henry Timken, who received two patents on the design of a tapered roller
bearing. Timken grew to become the world s largest manufacturer of tapered roller bearings. Over the years, the
Company has expanded its breadth of bearing products beyond tapered roller bearings to include cylindrical,
spherical, needle and precision ball bearings. In addition to bearings, Timken further broadened its portfolio to include
a wide array of friction management products and maintenance services to improve the operation of customers
machinery and equipment, such as lubricants, seals, bearing maintenance tools and condition-monitoring equipment.
The Company also manufactures power transmission components and assemblies, as well as systems such as
helicopter transmissions, high-quality alloy steel, bars and tubing to custom specifications to meet demanding
performance requirements and finished and semi-finished steel components.

The Company s strategy balances corporate aspirations for sustained growth and a determination to optimize the
Company s existing portfolio of business, thereby continuing to generate excellent profits and cash flows.

Timken s global footprint consists of 52 manufacturing facilities, nine technology and engineering centers, 14
distribution centers and warehouses and nearly 20,000 employees. Timken operates in 27 countries and territories.
Industry Segments

The Company operates under two business groups: the Steel Group and the Bearings and Power Transmission Group.
The Bearings and Power Transmission Group is composed of three operating segments: (1) Mobile Industries;

(2) Process Industries; and (3) Aerospace and Defense. These three operating segments and the Steel Group comprise
the Company s four reportable segments. Financial information for the segments is discussed in Note 13 to the
Consolidated Financial Statements.

Description of types of products and services from which each reportable segment derives its revenues

The Company s reportable segments are business units that target different industry segments or types of product. Each
reportable segment is managed separately because of the need to specifically address customer needs in these different
industries.

The Mobile Industries segment provides bearings, power transmission components and related products and services
to original equipment manufacturers and suppliers building agricultural, construction and mining equipment,
passenger cars, light trucks, medium and heavy-duty trucks, rail cars and locomotives, as well as to automotive
aftermarket and heavy-duty truck distributors.

The Process Industries segment offers bearings, power transmission components and related products and services,
working side by side with original equipment manufacturers of power transmission, energy and heavy industries
machinery and equipment. This includes rolling mills, cement and aggregate processing equipment, paper mills,
sawmills, printing presses, cranes, hoists, drawbridges, wind energy turbines, gear drives, drilling equipment, coal
conveyors, coal crushers and food processing equipment. The segment also serves aftermarket sales through its global
network of authorized industrial distributors.

The Aerospace and Defense segment manufactures bearings, helicopter transmission systems, rotor head assemblies,
turbine engine components, gears and other precision flight-critical components for commercial and military aviation
applications and provides aftermarket services, including repair and overhaul of engines, transmissions and fuel
controls, as well as aerospace bearing repair and component reconditioning. Additionally, this segment manufactures
precision bearings, higher-level assemblies and sensors for equipment manufacturers of health and positioning control
equipment.

The Steel segment produces more than 450 grades of carbon and alloy steel, which are sold in both solid and tubular
sections in a variety of chemistries, lengths and finishes. The group s metallurgical expertise and operational
capabilities result in solutions for the automotive, industrial and energy sectors. Timken® specialty steels feature
prominently in a wide variety of end products including oil country drill pipe, bits and collars; gears, hubs, axles,
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crankshafts and connecting rods; bearing races and rolling elements, and bushings, fuel injectors and wind energy
shafts.
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Measurement of segment profit or loss and segment assets

The Company evaluates performance and allocates resources based on return on capital and profitable growth. The
primary measurement used by management to measure the financial performance of each segment is adjusted EBIT
(earnings before interest and taxes, excluding special items such as impairment and restructuring charges,
rationalization and integration costs, one-time gains or losses on sales of assets, allocated receipts received or
payments made under the Continued Dumping and Subsidy Offset Act (CDSOA), gains and losses on the dissolution
of a subsidiary and other items similar in nature). The accounting policies of the reportable segments are the same as
those described in the summary of significant accounting policies. Intersegment sales and transfers are recorded at
values based on market prices, which create intercompany profit on intersegment sales or transfers that is eliminated
in consolidation.

Factors used by management to identify the enterprise s reportable segments

The Company reports net sales by geographic area in a manner that is more reflective of how the Company operates
its segments, which is by the destination of net sales. Long-lived assets by geographic area are reported by the location
of the subsidiary.

Export sales from the United States and Canada are less than 10% of revenue. The Company s Bearings and Power
Transmission Group has historically participated in the global bearing industry while the Steel Group has concentrated
primarily on U.S. customers.

Timken s non-U.S. operations are subject to normal international business risks not generally applicable to domestic
business. These risks include currency fluctuation, changes in tariff restrictions, difficulties in establishing and
maintaining relationships with local distributors and dealers, import and export licensing requirements, difficulties in
staffing and managing geographically diverse operations and restrictive regulations by foreign governments, including
price and exchange controls.

Geographical Financial Information:

United Other

States Europe Countries Consolidated
(Dollars in millions)
2010
Net sales $2,662.7 $516.0 $ 876.8 $4,055.5
Long-lived assets 918.7 101.1 247.9 1,267.7
2009
Net sales $1,943.2 $536.2 $ 662.2 $3,141.6
Long-lived assets 976.4 117.2 241.6 1,335.2
2008
Net sales $3,339.4 $852.3 $ 849.1 $5,040.8
Long-lived assets 1,140.3 149.5 227.2 1,517.0

2
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Products

The Timken Company manufactures and manages global supply chains for two core product lines: anti-friction
bearings and related products and steel products. Differentiation in these two product lines is achieved by either:

(1) bearing type or steel type or (2) differentiation in the applications of bearings and steel.

Tapered Roller Bearings. The tapered roller bearing is Timken s principal product in the anti-friction industry segment.
It consists of four components: (1) the cone or inner race; (2) the cup or outer race; (3) the tapered rollers, which roll
between the cup and cone; and (4) the cage, which serves as a retainer and maintains proper spacing between the
rollers. Timken manufactures or purchases these four components and then sells them in a wide variety of
configurations and sizes.

The tapered rollers permit ready absorption of both radial and axial load combinations. For this reason, tapered roller
bearings are particularly well-adapted to reducing friction where shafts, gears or wheels are used. The uses for tapered
roller bearings are diverse and include applications on passenger cars, light and heavy trucks and trains, as well as a
wide variety of industrial applications, ranging from very small gear drives to bearings over two meters in diameter
for wind energy machines. A number of applications utilize bearings with sensors to measure parameters such as
speed, load, temperature or overall bearing condition.

Selection or development of bearings for customers applications and demand for high reliability requires engineering
and sophisticated analytical techniques. This design, combined with high precision tolerances, proprietary internal
geometry and premium quality material, provides Timken bearings with high load-carrying capacity, excellent
friction-reducing qualities and long service lives.

Precision Cylindrical and Ball Bearings. Timken s aerospace and super precision facilities produce high-performance
ball and cylindrical bearings for ultra high-speed and/or high-accuracy applications in the aerospace, medical and
dental, computer and other industries. These bearings utilize ball and straight rolling elements and are in the super
precision end of the general ball and straight roller bearing product range in the bearing industry. A majority of
Timken s aerospace and super precision bearings products are custom-designed bearings and spindle assemblies. They
often involve specialized materials and coatings for use in applications that subject the bearings to extreme operating
conditions of speed and temperature.

Spherical and Cylindrical Bearings. Timken produces spherical and cylindrical roller bearings for large gear drives,
rolling mills and other process industry and infrastructure development applications. These products are sold
worldwide to original equipment manufacturers and industrial distributors serving major industries, including
construction and mining, natural resources, defense, pulp and paper production, rolling mills and general industrial
goods. The same rigorous analysis and development apply to these products as well.

Services. A small part of the business involves providing bearing reconditioning services for industrial and railroad
customers, both domestically and internationally. Other services include maintenance and rework services for large
industrial equipment used in metal mills and energy sectors. These services accounted for less than 5% of the
Company s net sales for the year ended December 31, 2010.

Aerospace Products and Services. Through strategic acquisitions and ongoing product development, Timken has
expanded its portfolio of parts, systems and services for the aerospace market, where it is used in helicopters and
fixed-wing aircraft for the military and commercial aviation. Timken provides design, manufacture and testing for a
wide variety of power transmission and drive train components including bearings, transmissions, gears and rotor head
components. Other parts include airfoils (such as blades, vanes, rotors and diffusers), nozzles and other precision
flight-critical components.

Timken also supplies comprehensive aftermarket maintenance, repair and overhaul services and parts for gas turbine
engines, gearboxes and accessory systems in helicopters and fixed-wing aircraft. Services range from aerospace
bearing repair and component reconditioning to the complete overhaul of engines, transmissions and fuel controls.
Steel. Steel products are special bar quality (SBQ) and include steels of low and intermediate alloy, as well as some
carbon grades. These steel products are available in a wide range of solid bars and tubular sections with a variety of
lengths and finishes. These steel products are used in a wide array of applications, including bearings, engine
crankshafts, automotive transmissions, oil drilling components and other demanding applications, where mechanical
power transmission is critical to the end customer.

Table of Contents 9
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Timken also produces custom-made steel products, including steel components for automotive and industrial
customers. Steel components have provided the Company with the opportunity to further expand its market for tubing
and capture higher value-added steel sales by streamlining customer supply chains. It also enables Timken s traditional
tubing customers in the automotive and bearing industries to take advantage of ready-to-finish components that cost
less than other alternatives. Customization of products is an important component of the Company s steel business
where mechanical power transmission is critical to the end customer.

3
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Sales and Distribution

Timken s products in the Bearings and Power Transmission Group are sold principally by its own internal sales
organizations. A portion of the Process Industries segment s sales are made through authorized distributors.
Traditionally, a main focus of the Company s sales strategy has consisted of collaborative projects with customers. For
this reason, the Company s sales forces are primarily located in close proximity to its customers rather than at
production sites. In some instances, the sales forces are located inside customer facilities. The Company s sales force is
highly-trained and knowledgeable regarding all friction management products, and employees assist customers during
the development and implementation phases and provide ongoing support.

The Company has a joint venture in North America focused on joint logistics and e-business services. This alliance is
called CoLinx, LLC and includes five equity members: Timken, SKF Group, the Schaeffler Group, Rockwell
Automation and Gates Corporation. The e-business service is focused on information and business services for
authorized distributors in the Process Industries segment. The Company also has another e-business joint venture
which focuses on information and business services for authorized industrial distributors in Europe, Latin America
and Asia. This alliance, which Timken founded with SKF Group, Sandvik AB, INA and Reliance, is called
Endorsia.com International AB.

Timken s steel products are sold principally by its own sales organization. Most orders are customized to satisfy
customer-specific applications and are shipped directly to customers from Timken s steel manufacturing plants. Less
than approximately 10% of Timken s Steel Group net sales are intersegment sales. In addition, sales are made to other
anti-friction bearing companies and to the automotive and truck, forging, construction, industrial equipment, oil and
gas drilling and aircraft industries and to steel service centers.

Timken has entered into individually negotiated contracts with some of its customers in its Bearings and Power
Transmission Group and Steel Group. These contracts may extend for one or more years and, if a price is fixed for any
period extending beyond current shipments, customarily include a commitment by the customer to purchase a
designated percentage of its requirements from Timken. Timken does not believe that there is any significant loss of
earnings risk associated with any given contract.

Competition

The anti-friction bearing business is highly competitive in every country in which Timken sells products. Timken
competes primarily based on price, quality, timeliness of delivery, product design and the ability to provide
engineering support and service on a global basis. The Company competes with domestic manufacturers and many
foreign manufacturers of anti-friction bearings, including SKF Group, Schaeffler Group, NTN Corporation, JTEKT
Corporation and NSK Ltd.

Competition within the steel industry, both domestically and globally, is intense and is expected to remain so.
Principal bar competitors include foreign-owned domestic producers MacSteel (wholly-owned by Brazilian
steelmaker Gerdau, S.A), Republic Engineered Products (a unit of Mexican steel producer ICH) and Mittal Steel USA
(a unit of Luxembourg-based ArcelorMittal Steel S.A.), along with domestic steel producers Steel Dynamics and
Nucor Corporation. Seamless tubing competitors include foreign-owned domestic producers ArcelorMittal Tubular
Products, V&M Star Tubes (a unit of Vallourec, S.A.), and Tenaris, S.A. Additionally, Timken competes with a wide
variety of offshore producers of both bars and tubes, including Sanyo Special Steel and Ovako. Timken also provides
value-added steel products to its customers in the energy, industrial and automotive sectors. Competitors within the
value-added segment include Linamar, Jernberg, Formflo and Curtis Screw Company.

Maintaining high standards of product quality and reliability, while keeping production costs competitive, is essential
to Timken s ability to compete with domestic and foreign manufacturers in both the anti-friction bearing and steel

businesses.
4
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Trade Law Enforcement
The U.S. government has six antidumping duty orders in effect covering ball bearings from France, Germany, Italy,
Japan and the United Kingdom and taper roller bearings from China. The Company is a producer of these products in
the United States. The U.S. government determined in August 2006 that each of these six antidumping duty orders
should remain in effect for an additional five years, after which the orders could be reviewed again.
Continued Dumping and Subsidy Offset Act (CDSOA)
The CDSOA provides for distribution of monies collected by U.S. Customs from antidumping cases to qualifying
domestic producers where the domestic producers have continued to invest in their technology, equipment and people.
The Company reported CDSOA receipts, net of expenses, of $2.0 million, $3.6 million and $10.2 million in 2010,
2009 and 2008, respectively.
In September 2002, the World Trade Organization (WTO) ruled that CDSOA payments are not consistent with
international trade rules. In February 2006, U.S. legislation was enacted that would end CDSOA distributions for
dumped imports covered by antidumping duty orders entering the United States after September 30, 2007. Instead,
any such antidumping duties collected would remain with the U.S. Treasury. This legislation would be expected to
eventually reduce any distributions in years beyond 2007, with distributions eventually ceasing. Several countries
have objected that this U.S. legislation is not consistent with WTO rulings, and have been granted retaliation rights by
the WTO, typically in the form of increased tariffs on some imported goods from the United States. The European
Union and Japan have been retaliating in this fashion against the operation of U.S. law.
In 2006, the U.S. Court of International Trade (CIT) ruled, in two separate decisions, that the procedure for
determining recipients eligible to receive CDSOA distributions is unconstitutional. In February 2009, the U.S. Court
of Appeals for the Federal Circuit reversed both decisions of the CIT. In December 2009, a plaintiff petitioned the
U.S. Supreme Court to hear a further appeal, but the Supreme Court declined the petition, allowing the appellate court
reversals to stand. There are, however, several remaining constitutional challenges to the CDSOA law that are now
before the CIT. The Company is unable to determine, at this time, what the ultimate outcome of litigation regarding
CDSOA will be.
There are a number of factors that can affect whether the Company receives any CDSOA distributions and the amount
of such distributions in any given year. These factors include, among other things, potential additional changes in the
law, ongoing and potential additional legal challenges to the law and the administrative operation of the law.
Accordingly, the Company cannot reasonably estimate the amount of CDSOA distributions it will receive in future
years, if any. It is possible that court rulings might prevent the Company from receiving any CDSOA distributions in
2011 and beyond. Any reduction of CDSOA distributions would reduce the Company s earnings and cash flow.
Joint Ventures
Investments accounted for under the equity method were approximately $9.4 million and $9.5 million at
December 31, 2010 and 2009, respectively. Approximately $6.8 million of the $9.4 million at December 31, 2010 was
classified as assets held for sale and was reported in other current assets. The remaining balance was reported in other
non-current assets on the Consolidated Balance Sheets.

5

Table of Contents 12



Edgar Filing: TIMKEN CO - Form 10-K

Table of Contents

Backlog
The following table provides the backlog of orders of Timken s domestic and overseas operations at December 31,

2010 and 2009:

December 31,

2010 2009

(Dollars in millions)

Segment:

Mobile Industries $ 629.3 $ 4514
Process Industries 330.7 241.1
Aerospace & Defense 376.4 290.6
Steel 872.0 206.0
Total Company $2,208.4 $1,189.1

Approximately 94% of the Company s backlog at December 31, 2010 is scheduled for delivery in the succeeding
twelve months. Actual shipments are dependent upon ever-changing production schedules of customers. Accordingly,
Timken does not believe that its backlog data and comparisons thereof, as of different dates, are reliable indicators of
future sales or shipments.
Raw Materials
The principal raw materials used by Timken in steel manufacturing are scrap metal, nickel, molybdenum and other
alloys. The availability and costs of raw materials and energy resources are subject to curtailment or change due to,
among other things, new laws or regulations, changes in global demand levels, suppliers allocations to other
purchasers, interruptions in production by suppliers, changes in exchange rates and prevailing price levels. For
example, the weighted average consumption cost of scrap metal increased 56.2% from 2007 to 2008, decreased 49.0%
from 2008 to 2009 and increased 59.0% from 2009 to 2010.
The Company continues to expect that it will be able to pass a significant portion of cost increases through to
customers in the form of price increases or surcharges.
Disruptions in the supply of raw materials or energy resources could temporarily impair the Company s ability to
manufacture its products for its customers or require the Company to pay higher prices in order to obtain these raw
materials or energy resources from other sources, which could affect the Company s revenues and profitability. Any
increase in the costs for such raw materials or energy resources could materially affect the Company s earnings.
Timken believes that the availability of raw materials and alloys is adequate for its needs, and, in general, it is not
dependent on any single source of supply.
Research
Timken operates a network of technology and engineering centers to support its global customers with sites in North
America, Europe and Asia. This network develops and delivers innovative friction management and power
transmission solutions and technical services. The largest technical center is located in North Canton, Ohio, near
Timken s world headquarters. Other sites in the United States include Mesa, Arizona; Manchester, Connecticut; and
Keene and Lebanon, New Hampshire. Within Europe, the Company has technology facilities in Ploiesti, Romania;
and Colmar France, and in Asia, it operates technology and engineering facilities in Bangalore, India and Shanghai,
China.
Expenditures for research, development and application amounted to approximately $49.9 million, $50.0 million and
$64.1 million in 2010, 2009 and 2008, respectively. Of these amounts, approximately $1.6 million, $1.7 million and
$5.1 million, respectively, were funded by others in 2010, 2009 and 2008.

6
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Environmental Matters

The Company continues its efforts to protect the environment and comply with environmental protection regulations.
Additionally, it has invested in pollution control equipment and updated plant operational practices. The Company is
committed to implementing a documented environmental management system worldwide and to becoming certified
under the ISO 14001 standard where appropriate to meet or exceed customer requirements. By the end of 2010, 18 of
the Company s plants had obtained ISO 14001 certification.

The Company believes it has established adequate reserves to cover its environmental expenses (See Note 7
Contingencies in the Notes to the Consolidated Financial Statements for additional detail) and has a well-established
environmental compliance audit program, which includes a proactive approach to bringing its domestic and
international units to higher standards of environmental performance. This program measures performance against
applicable laws, as well as standards that have been established for all units worldwide. It is difficult to assess the
possible effect of compliance with future requirements that differ from existing ones. As previously reported, the
Company is unsure of the future financial impact to the Company that could result from the U.S. Environmental
Protection Agency s (EPA s) final rules to tighten the National Ambient Air Quality Standards for fine particulate and
ozone. In addition, the Company is unsure of the future financial impact that could result from the EPA instituting
hourly ambient air quality standards for sulfur dioxide and nitrogen oxide.

The Company is also unsure of the potential future financial impact that could result from possible future legislation
regulating emissions of greenhouse gases. If such legislation is enacted, the Company could incur increased energy,
environmental, capital expenditure and other costs to comply with any new limitations on greenhouse gas emissions.
Unless and until such legislation is enacted and its terms are known, the Company cannot reasonably or reliably
estimate its impact on the financial condition, operating performance or ability to compete.

The Company and certain U.S. subsidiaries have been designated as potentially responsible parties by the EPA for site
investigation and remediation at certain sites under the Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA), known as the Superfund, or state laws similar to CERCLA. The claims for remediation have
been asserted against numerous other entities, which are believed to be financially solvent and are expected to fulfill
their proportionate share of the obligation.

Management believes any ultimate liability with respect to pending actions will not materially affect the Company s
operations, cash flows or consolidated financial position. The Company is also conducting voluntary environmental
investigation and/or remediation activities at a number of current or former operating sites. Any liability with respect
to such investigation and remediation activities, in the aggregate, is not expected to be material to the operations or
financial position of the Company.

New laws and regulations, stricter enforcement of existing laws and regulations, the discovery of previously unknown
contamination or the imposition of new clean-up requirements may require the Company to incur costs or become the
basis for new or increased liabilities that could have a material adverse effect on Timken s business, financial condition
or results of operations.

Patents. Trademarks and Licenses

Timken owns a number of U.S. and foreign patents, trademarks and licenses relating to certain products. While
Timken regards these as important, it does not deem its business as a whole, or any industry segment, to be materially
dependent upon any one item or group of items.

Employment

At December 31, 2010, Timken had 19,839 employees. Approximately 11% of Timken s U.S. employees are covered
under collective bargaining agreements.

7
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Available Information
The Company uses our Investor Relations website, www.timken.com, as a channel for routine distribution of
important information, including news releases, analyst presentations and financial information. The Company posts
filings as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC, including our
annual, quarterly, and current reports on Forms 10-K, 10-Q, and 8-K; our proxy statements; and any amendments to
those reports or statements. All such postings and filings are available on the Investor Relations website free of
charge. In addition, this website allows investors and other interested persons to sign up to automatically receive
e-mail alerts when the Company posts news releases and financial information on our website. The SEC also
maintains a web site, www.sec.gov, which contains reports, proxy and information statements and other information
regarding issuers that file electronically with the SEC. The content on any website referred to in this Annual Report
Form 10-K is not incorporated by reference into this Annual Report unless expressly noted.
Item 1A: Risk Factors
The following are certain risk factors that could affect our business, financial condition and results of operations. The
risks that are highlighted below are not the only ones that we face. These risk factors should be considered in
connection with evaluating forward-looking statements contained in this Annual Report on Form 10-K because these
factors could cause our actual results and financial condition to differ materially from those projected in
forward-looking statements. If any of the following risks actually occur, our business, financial condition or results of
operations could be negatively affected.
The bearing industry is highly competitive, and this competition results in significant pricing pressure for our
products that could affect our revenues and profitability.
The global bearing industry is highly competitive. We compete with domestic manufacturers and many foreign
manufacturers of anti-friction bearings, including SKF Group, Schaeffler Group, NTN Corporation, JTEKT
Corporation and NSK Ltd. The bearing industry is also capital intensive and profitability is dependent on factors such
as labor compensation and productivity and inventory management, which are subject to risks that we may not be able
to control. Due to the competitiveness within the bearing industry, we may not be able to increase prices for our
products to cover increases in our costs and, in many cases, we may face pressure from our customers to reduce
prices, which could adversely affect our revenues and profitability. In addition, our customers may choose to purchase
products from one of our competitors rather than pay the prices we seek for our products, which could adversely affect
our revenues and profitability.
Competition and consolidation in the steel industry, together with potential global overcapacity, could result in
significant pricing pressure for our products.
Competition within the steel industry, both domestically and worldwide, is intense and is expected to remain so.
Global production overcapacity has occurred in the past and may reoccur in the future, which would exert downward
pressure on domestic steel prices and result in, at times, a dramatic narrowing, or with many companies the
elimination, of gross margins. High levels of steel imports into the United States could exacerbate this pressure on
domestic steel prices. In addition, many of our competitors are continuously exploring and implementing strategies,
including acquisitions and the addition or repositioning of capacity, which focus on manufacturing higher margin
products that compete more directly with our steel products. These factors could lead to significant downward
pressure on prices for our steel products, which could have a material adverse effect on our revenues and profitability.
Our business is capital intensive, and if there are downturns in the industries that we serve, we may be forced to
significantly curtail or suspend operations with respect to those industries, which could result in our recording
asset impairment charges or taking other measures that may adversely affect our results of operations and
profitability.
Our Bearing and Power Transmission and Steel Groups are capital intensive, and we devote a significant amount of
capital to certain industries. If there are downturns in the industries that we serve, we may be forced to significantly
curtail or suspend our operations with respect to those industries, including laying-off employees, recording asset
impairment charges and other measures, which may adversely affect our results of operations and profitability.

8

Table of Contents 15



Edgar Filing: TIMKEN CO - Form 10-K

Table of Contents

Weakness in either global economic conditions or in any of the industries in which our customers operate, as well
as the cyclical nature of our customers businesses generally or sustained uncertainty in financial markets, could
adversely impact our revenues and profitability by reducing demand and margins.
Our results of operations may be materially affected by the conditions in the global economy generally and in global
capital markets. The recent global economic downturn caused extreme volatility in the capital markets and in the end
markets in which our customers operate, which negatively affected our revenues. Our revenues may also be negatively
affected by changes in customer demand, additional changes in the product mix and negative pricing pressure in the
industries in which we operate. Margins in those industries are highly sensitive to demand cycles, and our customers
in those industries historically have tended to delay large capital projects, including expensive maintenance and
upgrades, during economic downturns. As a result, our revenues and earnings are impacted by overall levels of
industrial production.
Our results of operations may be materially affected by the conditions in the global financial markets. If an end user
cannot obtain financing to purchase our products, either directly or indirectly contained in machinery or equipment,
demand for our products will be reduced, which could have a material adverse effect on our financial condition and
earnings.
If a customer becomes insolvent or files for bankruptcy, our ability to recover accounts receivable from that customer
would be adversely affected and any payment we received during the preference period prior to a bankruptcy filing
may be potentially recoverable by the bankruptcy estate. Furthermore, if certain of our customers liquidate in
bankruptcy, we may incur impairment charges relating to obsolete inventory and machinery and equipment. In
addition, financial instability of certain companies in the supply chain could disrupt production in any particular
industry. A disruption of production in any of the industries where we par