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Non-GAAP Measures: 
Our management uses non-GAAP measures to assess the Company's operating performance by excluding 

certain disclosed special items that management believes are not representative of the Company's core 

business. Management believes that excluding these special items enables them to make better period-over-

period comparisons and benchmark the Company's operational performance against other companies in its 

industry more meaningfully. Furthermore, management believe that non-GAAP financial measures provide 

investors with meaningful information that provides a more complete understanding of Company operating 

results and enables investors to analyze financial and business trends more thoroughly. Non-GAAP financial 

measures should not be viewed in isolation, are not a substitute for GAAP measures and have limitations 

including, but not limited to, their usefulness as comparative measures as other companies may define their 

non-GAAP measures differently. Please refer to the attached schedules for a reconciliation of non-GAAP 

financial measures to the related GAAP financial measures. 

 

Forward-Looking Statements:  

Statements made during this presentation which are not historical facts may be considered forward-looking 

statements. Forward-looking statements involve risks and uncertainties that could cause actual events or 

results to differ materially from those expressed or implied. Forward-looking statements generally can be 

identified by the use of words such as ñmay,ò ñwill,ò ñexpect,ò ñintend,ò ñestimate,ò ñanticipate,ò ñbelieve,ò 

ñforecast,ò ñguidanceò or words of similar meaning. For further information concerning issues that could 

materially affect financial performance related to forward-looking statements, please refer to Lincoln 

Electricôs quarterly earnings releases and periodic filings with the Securities and Exchange Commission, 

which can be found on www.sec.gov or on www.lincolnelectric.com. 

Safe Harbor and Regulation G Disclosures 
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Å Reported sales declined 10.9% on 9.7% lower volumes 

ï Volumes compressed but stabilizing year-over-year in the Americas and International 

Welding segments; Harris Products Groupôs volumes +1%  

ï Ex-Venezuela: price declined 0.9% and FX decreased 1.5%  

Å 13.9% Adjusted operating income margin (down 80 basis points vs. PY) as 

initiatives help mitigate lower volumes  

Å Reported EPS $0.45, Adjusted EPS of $0.83 

Å Cash flow from operations of $101 Million and returned $122 million in cash 

to shareholders (share repurchases & dividends) 

Å ROIC of 18.6%   

Q2 2016 Highlights 
Operational execution and cost actions continue to generate solid margin and cash 

flow performance 

Cash conversion was 148% in Q2-2016. Cash conversion is defined as Net cash provided by operating activities less Capital 

expenditures divided by Adjusted net income. 
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Å Volumes down 9.7% in Q2 benefiting from easier year-over-year comparisons:  

ï Strongest performance primarily in: 

ÅSelect international markets ï notably in Europe 

ÅHarris Product Group (North American retail channel, residential, HVAC applications)  

 

ï Welding consumables, equipment and automation rate of volume declines improving 

 

ï End markets remain weak, primarily in:   

ÅGeneral industrial  

ÅOil and gas 

ÅHeavy fabrication 

ÅExport demand  

ÅCertain international geographies 

 

End Markets Remained Challenged in Q2 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http%3A%2F%2Feducypedia.karadimov.info%2Feducation%2Foutlinemaps.htm&ei=TcQvVe_ZLMGdygT99IDwDg&bvm=bv.91071109,d.cGU&psig=AFQjCNHfCt1iMiWmGto_RBfJ90OqDLJF7w&ust=1429280200614888
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Staying Focused on Long Term Growth & Margin 

Performance 

Investing for Long-term Growth:  

 
 

Å Commercializing new products 
 

Å Vizient acquisition in Q2  
 

Å Expanding our presence in targeted 

accounts and applications  

 

 

Cost Reduction Actions Have Aligned the 

Business with Market Conditions:  
 

Å Maintaining cost reduction actions initiated 

in 2015 
 

Å 2015 cost reduction actions generated an 

annual $37 million, or approx. $9 million 

per quarter benefit from: 

Å $25 million in annualized temporary 

benefits, and 

Å $12 million in annualized structural 

cost savings 
 

Å Benefit run-rate anniversaries in Q3-2016 
 

Å Ongoing continuous improvement 

programs also deliver benefits 

Process ZTM for galvanized 

steel applications 

VRTEX® EngageTM virtual training  

Flextec® 350X welder 

Torchmate® 4400 | 4800 CNC 

plasma cutting systems 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiz85-v3ofOAhVH4oMKHa8wCsQQjRwIBw&url=http%3A%2F%2Fnewsroom.lincolnelectric.com%2FNews%2BReleases%2Flincoln%2Belectric%2Bintroduces%2Bvrtex%2Bengage.htm&psig=AFQjCNGTf-xJkyPmzrMXzsEnuL5tVvUI4A&ust=1469299776135447
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Income Statement ï Q2 2016 

Q2  % of Q2  % of YoY % 

$ in Millions 2016  Sales 2015  Sales Change Sales Mix  
Fav/(Unfav) 

Net Sales $ 592.4 $ 664.7 (10.9%)  Volume (9.7%) 
    

Gross Profit 202.9 34.3% 225.8 34.0% (10.1%)  Price 28.4% 
    

SG&A 120.5 20.3% 127.8 19.2% 5.7%  Acq/Div 3.0% 
    

Operating Income2 48.1 8.1% 96.8 14.6% (50.3%)  FX (32.6%) 

Adjusted Operating Income1 82.4 13.9% 98.0 14.7% (15.9%)  Total (10.9%) 

Interest Expense (4.2) (0.7%) (4.4) (0.7%) 4.6% 

 Price ex-VZ (0.9%) 

Income Taxes 14.4 2.4% 23.6 3.5% 38.7%  FX ex-VZ (1.5%) 

 Total ex-VZ (8.5%) 

Effective Tax Rate 31.6% 24.9% (670) Bps 

Net Income3 $ 31.3 5.3% $ 70.9 10.7% (55.8%) 

Adjusted Net Income1 $ 57.4 9.7% $ 71.8 10.8% (20.1%) 

Diluted EPS $ 0.45 $ 0.94 (52.1%) 

Adjusted Diluted EPS1 $ 0.83 $ 0.95 (12.6%) 

1 Please review to the appendix for reconciliation of non-GAAP measures. 
2 Q2-2016 Operating Income includes a $34.3 million pretax charge ($34.1 million non-cash) related to the deconsolidation of the Venezuelan subsidiary.  
3 Q2-2016 Net Income includes the $33.3 million post tax charge related to the deconsolidation of the Venezuelan subsidiary and a $7.2 million benefit related to the 

reversal of an income tax valuation allowance as a result of a legal entity change to realign the Companyôs tax structure. 
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Americas Welding Segment  

1 Figures may not sum due to rounding 

Volumes impacted by continued weakness in end markets (oil and gas, 

heavy fabrication and U.S. exports). Margin performance reflects cost 

reduction actions and price management. 

($ in Millions) 

Q2 

2016 

Q2 

2015 

% YoY 

Change Sales Mix1 Ex-VZ 

Net Sales $ 388.4 $ 451.0 (13.9%) Volume (13.3%) (12.9%) 

Price 43.0% (0.3%) 

Adjusted EBIT $ 65.2 $ 79.4 (17.9%) Acq/Div 3.6% 3.8% 

FX (47.2%) (1.3%) 

Adjusted EBIT 

Margin 

15.8% 16.7% (90) bps Total (13.9%) (10.5%) 



 8 

Å Conditions in Venezuela prompted the deconsolidation of our Venezuela 

subsidiary from our financial statements as of June 30, 2016 

ï $34.3 million pretax charge ($34.1 million non-cash charge) 

ï Charge reflects the write-off of the Companyôs investment in Venezuela 

 

Å Company will continue to operate its facilities in Venezuela 

 

Å Will now use the ñcost method of accountingò for Venezuela, which will only 

recognize income in future periods once cash is received 

 

Å First half 2016 Venezuela sales were approximately $11M and EBIT 

contribution was insignificant 

 

 

Deconsolidation of Venezuela Subsidiary 
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International Welding Segment  

Volumes were primarily impacted by oil and gas sector weakness.  Margin 

performance slightly lower due to lower volumes. 

($ in Millions) 

Q2 

2016 

Q2 

2015 

% YoY 

Change Sales Mix1 

Net Sales $ 132.8 $ 141.9 (6.4%) Volume (3.6%) 

Price (2.7%) 

Adjusted EBIT $ 9.7 $ 11.0 (12.2%) Acq/Div   2.6% 

FX (2.7%) 

Adjusted EBIT 

Margin 

7.1% 7.5% (40) bps Total (6.4%) 

 
1 Figures may not sum due to rounding 
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The Harris Products Group  

 

Volumes reflect growth in the retail channel and in HVAC/residential 

applications.  Price performance improving as consumable  

raw material prices stabilize.   

($ in Millions) 

Q2 

2016 

Q2 

2015 

% YoY 

Change Sales Mix1 

Net Sales $ 71.2 $ 71.8 (0.8%) Volume    1.0% 

Price (1.1%) 

Adjusted EBIT $ 9.3 $ 8.3 12.5% Acq/Div - 

FX (0.7%) 

Adjusted EBIT 

Margin 

12.5% 11.1%  +140 bps Total (0.8%) 

1 Figures may not sum due to rounding 
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18.7%

17.4% 

June 30 2015 June 30 2016

Cash Flow from Operations Metrics  

Cash Flow from Operations Operating Working Capital Ratio 

1 The Company received a refund of a Canadian tax deposit of $25 million in Q1-2015. 

($ in Millions) 

1,2 

$77 

$101 

$1301
$125 

Q2-2015 Q2-2016 H1-2015 H1-2016
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Capital Allocation 

Capital Allocation1 
Q2 2016 Results vs. Prior Year 

 

4Capital Expenditures: (5%) to $16M 
 

4Dividend Payout Rate Increase: +10%  
 

4Share Repurchases: +$44M to $100M 
 

4Net Debt Position:$(284)M at 6/30/16 
 

4Return on Invested Capital: 18.6% 

 

 

 

 

($ in Millions) 

Solid cash flow generation and balance sheet continue to support 

our capital allocation strategy through the cycle 

$44 $45 

$158 
$203 

$29 

$25 

$72 

H1 2015 H1 2016

Acquisitions

Cap Ex

Share Repurchases

Dividends

$22 $22 

$56 
$100 

$17 

$16 

$72 

Q2-2015 Q2-2016

$94 

$210 
$232 

$344 

 
1 Figures may not sum due to rounding 
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Amanda Butler 

Director, Investor Relations 
* Amanda_Butler@lincolnelectric.com 

) 216.383.2534  
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Non-GAAP Financial Measures 

Non-GAAP Financial Measures: Reconciliation of Operating Income, Net Income and EPS to Non-GAAP Adjusted      

Operating Income, Adjusted Net Income and Adjusted EPS 
 

(In thousands, except per share amounts) 

(Unaudited) 

 

1) The three and six months ended June 30, 2015 include net charges primarily related to severance and other related costs. 

2) The three and six months ended June 30, 2016 reflect a charge (non-cash charge of $34.1 million pretax and $33.0 million after-tax) related to the deconsolidation of the Company's 

Venezuelan subsidiary in the second quarter 2016.  

3) The three and six months ended June 30, 2016 reflect reduced income tax expense related to the reversal of an income tax valuation allowance as a result of a legal entity change to 

realign the Companyôs tax structure. 

4) Adjusted operating income, Adjusted net income and Adjusted diluted earnings per share are non-GAAP financial measures.  Management uses non-GAAP measures to assess the 

Company's operating performance by excluding certain disclosed special items that management believes are not representative of the Company's core business.  Management 

believes that excluding these special items enables them to make better period-over-period comparisons and benchmark the Company's operational performance against other 

companies in its industry more meaningfully.  Furthermore, management believe that non-GAAP financial measures provide investors with meaningful information that provides a more 

complete understanding of Company operating results and enables investors to analyze financial and business trends more thoroughly.  Non-GAAP financial measures should not be 

viewed in isolation, are not a substitute for GAAP measures and have limitations including, but not limited to, their usefulness as comparative measures as other companies may 

define their non-GAAP measures differently. 
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Non-GAAP Financial Measures 

(In thousands, except per share amounts) 

(Unaudited) 

 

  

 

1) Adjusted net income and Return on invested capital are non-GAAP financial measures.  Management uses non-GAAP measures to assess the Company's operating performance by 

excluding certain disclosed special items that management believes are not representative of the Company's core business.  Management believes that excluding these special items 

enables them to make better period-over-period comparisons and benchmark the Company's operational performance against other companies in its industry more meaningfully.  

Furthermore, management believe that non-GAAP financial measures provide investors with meaningful information that provides a more complete understanding of Company operating 

results and enables investors to analyze financial and business trends more thoroughly.  Non-GAAP financial measures should not be viewed in isolation, are not a substitute for GAAP 

measures and have limitations including, but not limited to, their usefulness as comparative measures as other companies may define their non-GAAP measures differently. 

2) Return on invested capital is defined as rolling 12 months of Adjusted net income excluding tax-effected interest income and expense divided by invested capital. 
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Segment EBIT  

EBIT and Adjusted EBIT Reconciliation ï Three Months Ended June 30, 2016 
(In thousands) 

(Unaudited) 

 

1) As previously announced on February 9, 2016, the Company realigned its organizational structure into three operating segments which was effective 

beginning in the first quarter of 2016. 

2) EBIT is defined as Operating income plus Equity earnings in affiliates and Other income. 

3) Special items within Corporate/Elimination during the three and six months ended June 30, 2016 reflect a charge ($34.1 million non-cash) related to the 

deconsolidation of the Company's Venezuelan subsidiary in the second quarter 2016.  

4) The primary profit measure used by management to assess segment performance is Adjusted EBIT.  EBIT for each operating segment is adjusted for 

special items to derive Adjusted EBIT. 

 


