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About the Cover

The cover image features electrical transi-
tion joints (ETJs) produced at DMC's No-
belclad Explosive Metalworking facility in
Rivesaltes, France. ETJs are used primar-
ily in the aluminum smelting process. The
ETJ2000 products featured in the cover
picture are composed of aluminum, a tita-
nium interlayer, and steel. The Rivesaltes
facility — DMC’s center of excellence for the
production of ETJs — shipped approximately
275,000 of the joints during 2011.

The image on this page is of a computerized
tensile bench, which is testing steel that is
used as a backer in DMC’s clad plates.

ABOUT THE COMPANY

Dynamic Materials Corporation (DMC) is a diversified provider of industrial products and services, and the
world’s leading manufacturer of explosion-welded clad metal plates. The Company’s Explosive Metalworking
business, which generated 60 percent of DMC’s fiscal 2011 revenue, uses specialized explosive processes to
clad metal and alloy plates, which are then utilized in a broad spectrum of industrial capital projects.

The Explosive Metalworking segment serves a variety of industries, including chemical, oil and gas, met-
als and mining, marine, power generation, alternative energy, industrial refrigeration, transportation, and
defense and protection.

DMC also operates an Qilfield Products segment, which manufactures, markets and sells specialized explosive
components and systems used to perforate oil and gas wells. The segment, which generated 35 percent of
DMC’s 2011 revenue, also distributes a line of explosive-related seismic products that support oil and gas
exploration activities.

DMC’s third business segment, AMK Welding, utilizes various technologies to weld components for use in
power-generation turbines, as well as commercial and military jet engines. AMK was responsible for 5 percent
of the Company’s 2011 revenue.

Based in Boulder, Colorado, DMC has production facilities in Mt. Braddock, Pennsylvania; Rivesaltes, France;
Burbach, Germany; Troisdorf, Germany; Edmonton, Alberta; Tyumen, Russia; South Windsor, Connecticut; and
Whitney, Texas.

The Company’s stock trades on Nasdaq under the symbol “BOOM.”



CONSOLIDATED STATEMENT OF BALANCE SHEET HIGHLIGHTS
OPERATIONS HIGHLIGHTS (Dollars in thousands)
(Dollars in thousands except per share amounts)
December 31,
Years ended Years ended ASSETS 2011 2010
December 31, December 31,
2011 2010 Cash and cash equivalents $ 5,216 $ 4,572
Accounts receivable, net $ 36,368 $ 27,567
Net sales $ 208,891 $ 154739 | Total current assets $ 91,189 $ 72,735
Gross profit $ 55446 b 390yl assets § 213426  $ 201,393
Income from operations $ 18,219 $ 6,789
|nc0me before income taxes $ 16,810 $ 6,388 I.IAB".ITIES AND STOCKHOLDERS, EQUITY
Net income $ 12 491 $ 5 265 TO’[al Current |IabI|ItIeS $ 29,310 $ 38,392

- : Lines of credit $ 26,462 $ -
Net income per share - diluted 0.93 0.40 '

I P " $ $ Long-term debt $ 118 $ 14,579
Weighted average number of Deferred tax liabilities $ 10,185 $ 12,083
shares outstanding - diluted 13,099,121 12,881,754 | Other long-term liabilities § 138§ 125

Stockholders’ equity $ 146,043 $ 135,084
Dividends declared per N
common share $ 0.16 $ 0.6 | Total liabilities and

stockholders’ equity $ 213,426 $ 201,393

- FINANCIAL HIGHLIGHTS
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“The performance of our two core business segments led to fd[l‘* 3
year financial results that were well ahead of our initial forecasts.”

Last year in this space, |
noted we were seeing en-
couraging signs that de-
mand was picking up with-
in several markets served
by our flagship Explosive
Metalworking  business.
As it turned out, those
early signals marked the
beginning of a sustained
improvement in our explo-
sion welding business that
continued throughout 2011
and through the time of this writing. This rebound was augmented
by the continued strong performance of our Qilfield Products seg-
ment, which has been capitalizing on demand from a very active
global energy industry.

The performance of these two core business segments led to full-year
financial results that were well ahead of our initial forecasts. We
originally projected 2011 sales growth of 20% to 25% versus 2010.
Ultimately, sales advanced 35% to $208.9 million. In addition, gross
profit margin improved to 27% from 24%, reflecting a more favor-
able product mix at our Explosive Metalworking segment and greater
contributions from our higher-margin Qilfield Products segment.

From a profit perspective, operating income increased 168% to $18.2
million, and net income improved 137% to $12.5 million, or $0.93 per
diluted share. Our adjusted EBITDA* advanced 56% to $32.9 million.

Explosive Metalworking Review

Increased capital spending within several of our largest explosion-
welding end markets drove a 28% improvement in clad plate sales
during fiscal 2011. Demand from the chemical industry — one of
the earliest markets to employ explosion-clad equipment — was par-
ticularly strong. This was an encouraging development, as excess
chemical processing capacity had resulted in several years of rela-
tively muted spending from this sector. We also saw robust order
flow from the upstream oil and gas sector, reflecting the strong price
environment in the oil industry and increased production of hot, sour
crudes. Markets such as aluminum smelting, power generation and
shipbuilding also were quite active.

We are optimistic that market conditions will remain strong for the
foreseeable future. Qur “hot list” of potential high-value orders con-
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tains an array of large, international infrastructure projects and is
as healthy as we have seen it in several years. Like last year, many
of the projects we are tracking are in the chemical and petrochemical
sectors, where we see less competition from other cladding technolo-
gies and generally get better pricing. The geographic breadth of these
potential projects also is encouraging. Major new processing facili-
ties are being planned in the Middle East, Europe, Asia and the United
States, and these have led to continued strong quoting activity.

DMC has a long track record of successfully entering new industrial
end markets, and we believe there are additional opportunities to
broaden the use of explosion-welded components. We are currently
working on research and development of new clad applications for
use in the broader energy industry. While it is too early to predict the
outcome of these efforts, the potential market acceptance of these
offerings could have positive implications to the future growth of our
explosion welding business.

We also are working to expand our geographic presence and view
certain Asian markets as having high strategic value. For instance
in China, where explosion welding is a widely used industrial process,
we believe there could be room for additional players at the high end
of the competitive spectrum. We have made a number of inroads in
Asia during the past several years, and are optimistic about estab-
lishing a physical presence in the region at some point in the future.

Oilfield Products Review

Exploration and production activity within the international oil and
gas industry continued at a healthy pace during 2011, and resulted
in strong demand for our broad line of well-perforating and seismic
explosive products. Sales at our Qilfield Products segment — known
by customers as DYNAenergetics — increased by 61% during 2011.
Even when excluding contributions from acquired operations, this
segment achieved organic growth of 48% versus 2010.

Our ability to grow faster than the oilfield products industry as a
whole speaks to the breadth of our product offering and the strength
of our international distribution network. We believe our logistical
advantages — deploying the right products to the right places at the
right time — have allowed us to capture market share from competi-
tors. We intend to build on these advantages during the coming year,
and are investing approximately $20 million in the construction of
new shaped charge and gun manufacturing facilities in both North
America and Russia. We expect these facilities will be on line late
next year and early in 2014.




We also will take an opportunistic view of potential new acquisitions, as we did in January with our
purchase of Texas-based TRX Industries. TRX, which now operates under the DYNAenergetics US
banner, manufactures perforating guns and is a long-time supplier to our North American operations.

AMK Welding

Fiscal 2011 represented a year of transition at AMK, as we began to wind down work on a long-time
customer’s ground based turbines. With this multi-year program nearly complete, we believe there
are new market opportunities beyond AMK’s core work in the aircraft engine and ground power arenas.
We recently hired a talented new divisional president who is focused on establishing new customer
relationships and driving our market expansion initiatives.

Positioned for Growth

After our strong rebound in fiscal 2011, we are anticipating continued sales growth during the coming
year. We also are expecting that our earnings growth could outpace our top-line performance, as we
capitalize on the fixed cost structure and a more favorable product mix at our Explosive Metalworking
segment, and realize even stronger contributions from our Oilfield Products business.

Our longer-range prospects appear even more encouraging. When you consider the expanding roster
of high-value projects appearing on our hot list, our R&D efforts on new clad applications, our geo-
graphic expansion plans and the start up of our new Oilfield Products production facilities, you can see
why we believe 2013 could be a year of even greater promise for DMC.

An important component in long-range growth is strong leadership. With this in mind, we hope to
make a key addition to our management team during 2012.

The financial success and strategic progress we achieved during fiscal 2011 is attributable to DMC’s
dedicated workforce and a highly supportive Board of Directors. | want to acknowledge both of these
groups for their ongoing commitment to DMC’s success. | also want to thank you, our shareholders,
for your continued support of the Company.

Sincerely,
\ C/JJ
A
Yvon Cariou

* Adjusted EBITDA is a non-GAAP (generally accepted accounting principle) financial measure used by
DMC management to measure operating performance. See additional information about adjusted
EBITDA, including a reconciliation of adjusted EBITDA to GAAP measures, beginning on page 33 of
the enclosed Form 10-K.
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Headquarters & Clad Metal Sales
Dynamic Materials Corporation
5405 Spine Road = Boulder, CO USA 80301
PH: 303.665.5700 « FAX: 303.665.1897



