2020 ANNUAL REPORT Q

'I' INSTEEL

INDUSTRIES INC. @




Insteel Industries is the nation’s largest
manufacturer of steel wire reinforcing
products for concrete construction applications.
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We manufacture and market prestressed concrete strand and welded wire reinforcement, including engineered structural
mesh, concrete pipe reinforcement and standard welded wire reinforcement. Our products are sold to manufacturers of

concrete products and concrete contractors for use, primarily, in nonresidential construction applications. Headquartered
in Mount Airy, North Carolina, we operate ten manufacturing facilities located in the United States.




FINANCIAL HIGHLIGHTS

(Dollars in thousands, except per share amounts) 2020 2019 2018
Operating Results:
Net sales $472,618 $455,713 $453,217
Gross profit 55,787 30,061 70,807
% of net sales 11.8% 6.6% 15.6%
Net earnings $ 19,009 $ 5,598 $ 36,266
% of net sales 4.0% 1.2% 8.0%
Per Share Data:
Net earnings:
Basic $ 099 $ 029 $ 190
Diluted 0.98 0.29 1.88
Cash dividends declared 0.12 0.12 1.12
Returns:
Return on total capital® 1.4% 2.3% 15.6%
Return on shareholders' equity® 7.4% 2.3% 15.6%

Financial Position:

Cash and cash equivalents $ 68,688 $ 38,181 $ 43,941
Total assets 337,902 293,009 329,634
Total debt - - -
Shareholders' equity 264,803 246,017 241,665
Cash Flows:
Net cash provided by operating activities $ 56,224 $ 6,608 $ 53,969
Acquisition of business 18,356 - 3,300
Capital expenditures 7,114 10,612 18,449
Depreciation and amortization 14,255 [B1558] 12,818
Cash dividends paid 2,313 2,310 21,333

(1) Net earnings/(average total debt + average shareholders’ equity).
(2) Net earnings/average shareholders’ equity.

Net Sales Gross Margin
(In millions)
$453.2 $455.7 $472.6
T 15.6%
11.8%
\6.6%/l
2018 2019 2020 2018 2019 2020
Net Earnings Return on Total Capital
Per Share (Diluted)
1.
+1.89 15.6%
$0.98 7.4%
$0.29/l 2.3%/.
2018 2019 2020 2018 2019 2020
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BUSINESS OVERVIEW

4%, ..

ENGINEERED STRUCTURAL MESH

Engineered made-to-order product that
is used as the primary reinforcement in

Plant Locations

Dayton, TX | Hazleton, PA |
Jacksonville, FL | Kingman, AZ |
Mount Airy, NC | St. Joseph, MO

Customer Segments

Precast and Prestressed Producers |
Rebar Fabricators | Distributors |
Contractors

End Uses
Nonresidential Construction

B%...
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concrete elements or structures, frequently
serving as a replacement for hot-rolled rebar.

Welded Wire Reinforcement

Prefabricated reinforcement consisting of high-strength wires that are welded into specified patterns according to
customer requirements, which may provide for alternative wire diameters, lengths and spacings. Wire intersections are
electrically resistance-welded by computer-controlled continuous automatic welding lines that use pressure and heat
to fuse longitudinal and transverse wires in their proper position.

CONCRETE PIPE
REINFORCEMENT

Engineered made-to-order product that

is used as the primary reinforcement in
concrete pipe and box culverts for drainage
and sewage systems, water treatment
facilities and other related applications.

Plant Locations

Dayton, TX | Jacksonville, FL |
Kingman, AZ | Mount Airy, NC |
St. Joseph, MO

Customer Segments
Concrete Pipe and Precast Producers

End Uses
Nonresidential Construction |
Residential Construction

Prestressed Concrete Strand

High-strength seven-wire reinforcement consisting of six wires that are
continuously wrapped around a center wire forming a strand, which is then
heat-treated while under tension. Provides compression forces in concrete
elements and structures, allowing for the use of longer, thinner and lighter spans
or sections. May be used in either pretensioned or posttensioned applications to
reinforce bridges, parking decks, buildings, other concrete structures and concrete
slabs for new homes in regions that have expansive soil.

Manufacturing Locations
@ Welded Wire Reinforcement
© Prestressed Concrete Strand

STANDARD WELDED WIRE
REINFORCEMENT

Secondary reinforcing product that is
produced in standard styles for crack
control applications in residential
and light nonresidential construction,
including driveways, sidewalks

and a wide range of slab-on-grade
applications.

Plant Locations
Dayton, TX | Hazleton, PA | Hickman, KY |
Jacksonville, FL | Mount Airy, NC

Customer Segments
Rebar Fabricators | Distributors

End Uses
Nonresidential Construction |
Residential Construction

Plant Locations
Gallatin, TN | Houston, TX | Sanderson, FL

Customer Segments
Precast Prestress Producers |
Posttensioning Suppliers

End Uses
Nonresidential Construction |
Residential Construction



LETTER TO SHAREHOLDERS

| During 2020, Insteel rebounded

' i from difficult market conditions and
delivered substantially improved
financial performance.

During 2020, Insteel rebounded from difficult market conditions and delivered substantially improved financial performance. Typical
seasonal weather patterns led to more consistent construction activity during the year as compared to the unusually wet conditions
experienced during much of the prior year, and margins recovered in our markets that were not affected by import competition.
In markets affected by unfair import competition, we filed anti-dumping and countervailing duty petitions which contributed to
stronger financial performance in 2020.

We planned carefully as COVID-19 emerged as a serious threat in our second fiscal quarter, although we are pleased to report the
impact on our people and markets has been minimal up to this point. We understand, however, that infection risk remains high and
the potential for adverse virus-related consequences is a risk for our markets. We are prepared to manage the risks to our people
and to navigate pandemic-related disruptions in construction schedules and project funding.

Our strategy for long-term growth and the creation of shareholder value remains centered on leveraging our market leadership
positions across our product portfolio and strengthening our low-cost producer status. With this in mind, we made substantial
investments in our plants and information systems to support cost and productivity improvement initiatives and broaden our
engineered structural mesh (*ESM”) manufacturing capabilities. We also maintained our strong balance sheet, assuring sufficient
financial flexibility to pursue strategic growth opportunities and return capital to shareholders as appropriate.

We can report three particularly consequential developments during the year that we expect to drive future growth and strengthen
our competitive position: our acquisition of certain assets of Strand-Tech Manufacturing, Inc. (“STM"), continued growth of our ESM
business and pursuit of trade remedies in two of our markets that have suffered from surging volumes of low priced imports.

ACQUISITION

In March, we acquired certain assets of STM, which operated
a PC strand manufacturing plant in Summerville, SC, for $19.4
million and announced we would transition its production
capacity and customer base to existing Insteel facilities. We have
made significant progress updating and relocating the acquired
machinery and equipment and expect to realize meaningful cost
reductions by eliminating bottlenecks in various manufacturing
processes. This project should conclude by the end of our second
fiscal quarter of 2021. Additionally, we appreciate the support
we have received from previous STM customers and believe
that good communication and cooperation made the transition
seamless. Mutually beneficial relationships are ongoing with
practically all the former STM customers.

GROWTH INITIATIVES

We reported last year that we had intensified our focus on our
primary organic growth initiative - the expansion of our ESM
business. For many applications, the substitution of ESM for
rebar represents an attractive value proposition by significantly
reducing jobsite installation labor and compressing timelines.
The elimination of the labor-intensive placing and hand-tying
inherent to rebar is particularly attractive in today’s tight job
market. An additional advantage is the higher yield strength of
ESM relative to rebar which allows for the use of less material
to obtain the equivalent reinforcement. As contractors and
precasters initially convert projects to ESM and experience its
advantages, many elect to make permanent changes in their
reinforcement methods and become repeat customers.
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We have invested considerable resources to create
infrastructure that is deployed toward penetrating the 8 million
ton U.S. rebar market which provides growth opportunities,
even when spending in nonresidential construction markets is
weaker, and where we compete on the basis of value delivered
to the customer rather than solely on price. During 2020, our
market development efforts gained significant traction and we
look forward to additional growth in 2021.

To support our commercial activities, we commissioned a new
production line in 2020 and are scheduled to commission
an additional line during the third fiscal quarter of 2021. We
expect to make additional capital investments which will be
essential to supporting our growth.

TRADE LITIGATION

In view of surging volumes of low-priced imported PC strand and
Standard Welded Wire Reinforcement, we filed anti-dumping
and countervailing duty petitions against sixteen countries
alleging violations of U.S. trade laws. As with any litigation, we
cannot predict the outcome but believe the facts supporting the
cases are strong and that we will be successful.

We have considerable experience battling unfairly traded
imports and are aware that other foreign producers will attempt
to establish a presence in the U.S. market if anti-dumping or
countervailing duty orders result in the withdrawal of some
or all of the 2020 respondent countries from the U.S. market.
Accordingly, we will focus on constantly improving our cost
structure to compete effectively with imports and we will put
foreign producers on notice that flouting U.S. trade laws will
result in additional litigation. We expect the 2020 cases to wrap
up by the end of the third fiscal quarter of 2021.

FINANCIAL RESULTS

We reported record shipments and revenues for 2020 following
a difficult 2019. Gross margin recovered to a more normalized
level, most notably during the second half of the year, as the
impact of the pending trade cases resulted in some relief from
import pricing pressure and shipment volumes strengthened.
Robust market demand during the year demonstrated the
resiliency of our markets during the pandemic.

Net sales for 2020 rose 3.7% from the prior year to $472.6
million driven by 17.3% increase in shipments which offset
an 11.5% decrease in average selling prices. Gross margin
widened 520 basis points to 11.8% due to a combination of the
increased volume and higher spreads between selling prices
and raw material costs. Net earnings rose to $19.0 million, or
$0.98 per diluted share, from $5.6 million, or $0.29 per share.
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Cash flow from operations totaled $56.2 million for the year,
which was used to fund the $18.4 million acquisition of STM
and $7.1 million of capital expenditures. We ended the year
debt-free with $68.7 million of cash on hand and no borrowings
outstanding on our $100 million revolving credit facility.
Following the end of the fiscal year, we declared a special cash
dividend of $1.50 per share paid in December 2020.

LOOKING AHEAD

As we move into 2021, there is considerable uncertainty
surrounding prospects for nonresidential construction
markets that will continue to be affected by the pandemic's
impact on construction schedules, funding for infrastructure
projects and the risk profile for investments in nonresidential
construction projects. We are encouraged by the sharper
than expected rebound in state tax receipts, which contribute
funding to infrastructure projects, although the recovery is in
its infancy and favorable trends could moderate if widespread
new outbreaks dampen economic activity. We are also
encouraged by recent cement demand forecasts and other
construction industry forecasts and leading indicators that
have stabilized and are signaling a return to growth.

Regardless of market circumstances, we will continue to build
shareholder value by focusing on core competencies in our
concrete reinforcing markets, improving the effectiveness
of our manufacturing operations and capitalizing on both
organic and acquisition-related growth opportunities. We
are committed to building on our market leadership position
by investing in our people, state-of-the-art manufacturing
technology, and information systems while maintaining ample
financial flexibility to pursue attractive growth opportunities.

We are confident that Insteel will emerge from the pandemic
period even stronger and look forward to the opportunities that
lie ahead. We appreciate the support of our customers, Board
of Directors, employees and shareholders and will seek to earn
their continued trust and confidence.

| doc

H.O. Woltz 1l
Chairman, President and
Chief Executive Officer
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Cautionary Note Regarding Forward-Looking Statements

This report contains forward-looking statements within the
meaning of the safe harbor provisions of the Private Securities
Litigation Reform Act of 1995, particularly in the “Business,” “Risk
Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” sections of this report. WWhen
used in this report, the words “believes,” “anticipates,” “expects,”
“estimates,” “appears,” “plans,” “intends,” “may,” “should,” “could”
“outlook,” “continues,” “remains” and similar expressions are
intended to identify forward-looking statements. Although we
believe that our plans, intentions and expectations reflected in or
suggested by such forward-looking statements are reasonable,
they are subject to a number of risks and uncertainties and involve
certain assumptions. Actual results may differ materially from those
expressed in forward-looking statements, and we can provide
no assurances that such plans, intentions or expectations will be
implemented or achieved. Many of these risks and uncertainties
are discussed in the “Risk Factors” section of this report and are
updated from time to time in our filings with the United States
(“U.S.”) Securities and Exchange Commission (“SEC”).

” o«

” o« ” o«

All forward-looking statements attributable to us or persons acting
on our behalf are expressly qualified in their entirety by these
cautionary statements. All forward-looking statements speak only
to the respective dates on which such statements are made, and
we do not undertake any obligation to publicly release the results
of any revisions to these forward-looking statements that may be
made to reflect any future events or circumstances after the date
of such statements or to reflect the occurrence of anticipated or
unanticipated events, except as may be required by law.

It is not possible to anticipate and list all risks and uncertainties
that may affect our business, future operations or financial
performance; however, they include, but are not limited to, the
following:

e the impact of COVID-19 on the economy, demand for our
products and our operations, including the measures taken by
governmental authorities to address it, which may precipitate
or exacerbate other risks and/or uncertainties;

INSTEEL INDUSTRIES INC. | Form 10-K

® general economic and competitive conditions in the markets
in which we operate;

e changes in the spending levels for nonresidential and residential
construction and the impact on demand for our products;

e changes in the amount and duration of transportation funding
provided by federal, state and local governments and the
impact on spending for infrastructure construction and demand
for our products;

e the cyclical nature of the steel and building material industries;

e credit market conditions and the relative availability of financing
for us, our customers and the construction industry as a whole;

e fluctuations in the cost and availability of our primary raw
material, hot-rolled carbon steel wire rod, from domestic and
foreign suppliers;

e competitive pricing pressures and our ability to raise selling
prices in order to recover increases in raw material or operating
costs;

e changes in U.S. or foreign trade policy, including the Section
232 tariff on imported steel, affecting imports or exports of steel
wire rod or our products;

e unanticipated changes in customer demand, order patterns
and inventory levels;

e the impact of fluctuations in demand and capacity utilization
levels on our unit manufacturing costs;

e our ability to further develop the market for engineered structural
mesh (“ESM”) and expand our shipments of ESM;

@ |egal, environmental, economic or regulatory developments that
significantly impact our business or operating costs;

e unanticipated plant outages, equipment failures or labor
difficulties; and

e the risks and uncertainties discussed herein under the caption
“Risk Factors.”

www.insteel.com



PART I

Item 1 Business

General

» o« » o«

Insteel Industries, Inc. (“we,” “us,” “our,” “the Company” or
“Insteel”) is the nation’s largest manufacturer of steel wire
reinforcing products for concrete construction applications.
We manufacture and market prestressed concrete strand (“PC
strand”) and welded wire reinforcement (“WWR”), including ESM,
concrete pipe reinforcement (“CPR”) and standard welded wire
reinforcement (“SWWR”). Our products are sold primarily to
manufacturers of concrete products that are used in nonresidential
construction. For fiscal 2020, we estimate that approximately 85%
of our sales were related to nonresidential construction and 15%
were related to residential construction.

Insteel is the parent holding company for two wholly-owned
subsidiaries, Insteel Wire Products Company (“IWP”), an operating
subsidiary, and Intercontinental Metals Corporation, an inactive
subsidiary. We were incorporated in 1958 in the State of North
Carolina.

Our business strategy is focused on: (1) achieving leadership
positions in our markets; (2) operating as the lowest cost producer
in our industry; and (3) pursuing growth opportunities within our

Products

Our operations are entirely focused on the manufacture and
marketing of steel wire reinforcing products for concrete
construction applications. Our concrete reinforcing products
consist of two product lines: PC strand and WWR. Based on
the criteria specified in Financial Accounting Standards Board
(“FASB”) Accounting Standards Codification (“ASC”) Topic 280,
Segment Reporting, we have one reportable segment.

PC strand is a high strength, seven-wire strand that is used to impart
compression forces into precast concrete elements and structures,
which may be either pretensioned or posttensioned, providing
reinforcement for bridges, parking decks, buildings and other
concrete structures. Its high tensile strength allows for the casting
of longer spans and thinner sections. Pretensioned or “prestressed”
concrete elements or structures are primarily used in nonresidential
construction while posttensioned concrete elements or structures
are used in both nonresidential and residential construction.

Marketing and Distribution

We market our products through sales representatives who are
our employees. Our outside sales representatives are trained
on the technical applications for our products and sell multiple
product lines in their respective territories. We sell our products
nationwide across the U.S. and, to a much lesser extent, into
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core businesses that further our penetration of the markets we
currently serve or expand our footprint. Headquartered in Mount
Airy, North Carolina, we operate ten manufacturing facilities that
are all located in the U.S. in close proximity to our customers and
raw material suppliers. Our growth strategy is focused on organic
opportunities as well as strategic acquisitions in existing or related
markets that leverage our infrastructure and core competencies in
the manufacture and marketing of concrete reinforcing products.

On March 16, 2020, we, through our wholly-owned subsidiary,
IWP, purchased substantially all of the assets of Strand-Tech
Manufacturing, Inc. (“STM”) for an adjusted purchase price of
$19.4 million, which reflects certain post-closing adjustments (the
“STM Acquisition”). STM was a leading manufacturer of PC strand
for concrete construction applications. We acquired, among
other assets, STM'’s accounts receivable, inventories, production
equipment and facility located in Summerville, South Carolina and
assumed certain of its accounts payable and accrued liabilities.
Subsequent to the acquisition, we elected to consolidate our
PC strand operations with the closure of the Summerville facility.

WWR is produced as either a standard or a specially engineered
reinforcing product for use in nonresidential and residential
construction. We produce a full range of WWR products,
including ESM, CPR and SWWR. ESM is an engineered made-
to-order product that is used as the primary reinforcement for
concrete elements or structures, frequently serving as a lower cost
reinforcing solution than hot-rolled rebar. CPR is an engineered
made-to-order product that is used as the primary reinforcement
in concrete pipe, box culverts and precast manholes for drainage
and sewage systems, water treatment facilities and other related
applications. SWWR is a secondary reinforcing product that
is produced in standard styles for crack control applications
in residential and light nonresidential construction, including
driveways, sidewalks and various slab-on-grade applications.

See Note 15 for the disaggregation of our net sales by product
line and geography.

Canada, Mexico, and Central and South America. Our products
are shipped primarily by truck, using common or contract
carriers. The delivery method selected is determined based on
backhaul opportunities, comparative costs and customer service
requirements.
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Item 1 Business

Customers

We sell our products to a broad range of customers that includes
manufacturers of concrete products, and to a lesser extent,
distributors, rebar fabricators and contractors. In fiscal 2020,
we estimate that approximately 70% of our net sales were to
manufacturers of concrete products and 30% were to distributors,
rebar fabricators and contractors. In many cases we are unable
to identify the specific end use for our products as most of our

Backlog

customers sell products that are used for both nonresidential
and residential construction, and the same products can be
used for different end uses. We did not have any customers that
represented 10% or more of our net sales in fiscal years 2020,
2019 and 2018. The loss of a single customer or a few customers
would not have a material adverse impact on our business.

Backlog for our business is minimal due to the relatively short lead times that are required by our customers. We believe that the
majority of our firm orders as of the end of fiscal 2020 will be shipped during the first quarter of fiscal 2021.

Seasonality and Cyclicality

Demand in our markets is both seasonal and cyclical, driven
by the level of construction activity, but can also be impacted
by fluctuations in the inventory positions of our customers.
Shipments are seasonal, typically reaching their highest level
when weather conditions are the most conducive to construction
activity. As a result, assuming normal seasonal weather patterns,

Raw Materials

The primary raw material used to manufacture our products is
hot-rolled carbon steel wire rod, which we purchase from both
domestic and foreign suppliers and can generally be characterized
as a commodity product. We purchase several different grades
and sizes of wire rod with varying specifications based on the
diameter, chemistry, mechanical properties and metallurgical
characteristics that are required for our products. High carbon
grades of wire rod are required for the production of PC strand
while low carbon grades are used to manufacture WWR.

Wire rod prices tend to fluctuate based on changes in scrap and
other metallic prices for steel producers together with domestic
and global market conditions. In most economic environments,
domestic demand for wire rod exceeds domestic production
capacity and imports of wire rod are necessary to satisfy the
supply requirements of the U.S. market. U.S. government trade
policies and trade actions by domestic wire rod producers
can significantly impact the pricing and availability of imported
wire rod, which during fiscal years 2020 and 2019 represented
approximately 7% and 8%, respectively, of our total wire rod

Competition

We are the nation’s largest manufacturer of steel wire reinforcing
products for concrete construction applications. Our markets
are highly competitive based on price, quality and service. Some
of our competitors, such as Nucor Corporation, Liberty Steel
USA (“Liberty”) and Oklahoma Steel and Wire, are vertically
integrated companies that produce both wire rod and concrete
reinforcing products and offer multiple product lines over broad
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shipments and profitability are usually higher in the third and
fourth quarters of the fiscal year and lower in the first and second
quarters. Construction activity and demand for our products is
cyclical based on overall economic conditions, although there
can be significant differences between the relative strength of
nonresidential and residential construction for extended periods.

purchases. We believe that our substantial wire rod requirements,
desirable mix of sizes and grades, and strong financial condition
represent a competitive advantage by making us a relatively more
attractive customer to our suppliers.

Our ability to source wire rod from overseas suppliers is limited
by domestic content requirements generally referred to as “Buy
America” or “Buy American” laws that exist at both the federal
and state levels. These laws generally prescribe a domestic “melt
and cast” standard for purposes of compliance. Customers
purchasing PC strand and WWR for certain applications require
the Company to certify compliance with Buy America laws.

Selling prices for our products tend to be correlated with changes
in wire rod prices. However, the timing and magnitude of the
relative price changes varies depending upon market conditions
and competitive factors. Ultimately the relative supply - demand
balance in our markets and competitive dynamics determine
whether our margins expand or contract during periods of rising
or falling wire rod prices.

geographic areas. Other competitors are smaller independent
companies that offer limited competition in certain markets. Our
primary competitors for WWR products are Engineered Wire
Products, Inc. (a subsidiary of Liberty), Wire Mesh Corporation,
Concrete Reinforcements, Inc., National Wire Products, Davis
Wire Corporation and Oklahoma Steel & Wire Co., Inc. Our
primary competitors for PC strand are Sumiden Wire Products

www.insteel.com
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Corporation and Wire Mesh Corporation. Import competition is
also a significant factor in certain segments of the PC strand
and SWWR markets that are not subject to “Buy America”
requirements.

In response to illegally traded import competition from offshore PC
strand suppliers, we have pursued trade cases when necessary
as a means of ensuring that foreign producers were complying
with the applicable trade laws and regulations. In 2003, we joined
together with a coalition of domestic PC strand producers and
filed petitions with the U.S. Department of Commerce (the “DOC”)
alleging that imports of PC strand from Brazil, India, Korea, Mexico
and Thailand were being “dumped” or sold in the U.S. at a price
that was lower than fair value and had injured the domestic PC
strand industry. The DOC ruled in our favor and imposed anti-
dumping duties ranging from 12% up to 119%, which had the
effect of limiting the participation of these countries in the domestic
market. In 2010, we joined together with a coalition of domestic
PC strand producers and filed petitions with the DOC alleging
that imports of PC strand from China were being “dumped” or
sold in the U.S. at a price that was lower than fair value and that
subsidies were being provided to Chinese PC strand producers by
the Chinese government, both of which had injured the domestic
PC strand industry. The DOC ruled in our favor and imposed final
countervailing duty margins ranging from 9% to 46% and anti-
dumping margins ranging from 43% to 194%, which had the

Employees

Item 1 Business

effect of limiting the continued participation of Chinese producers
in the domestic market. On April 16, 2020, we joined two other
domestic PC strand producers and filed anti-dumping petitions
against Argentina, Columbia, Egypt, Indonesia, Iltaly, Malaysia,
Netherlands, Saudi Arabia, South Africa, Spain, Taiwan, Tunisia,
Turkey, Ukraine and the United Arab Emirates alleging dumping
margins ranging from 24% to 194%. These cases are scheduled
to conclude during our third fiscal quarter of 2021. Additionally, on
June 30, 2020, we and four other domestic producers of SWWR
filed an anti-dumping and countervailing duty petitions against
Mexico alleging dumping margins from 56% to 161%. These
cases are expected to conclude during our fourth fiscal quarter
of 2021. We cannot predict the outcome of either the PC strand
or SWWR cases at this time.

Quality and service expectations of customers have risen
substantially over the years and are key factors that impact
their selection of suppliers. Technology has become a critical
competitive factor from the standpoint of manufacturing costs,
quality and customer service capabilities. In view of our strong
market positions, broad product offering and national footprint,
technologically advanced manufacturing facilities, low-cost
production capabilities, sophisticated information systems and
financial strength and flexibility, we believe that we are well-
positioned to compete favorably with other producers of our
concrete reinforcing products.

As of October 3, 2020, we had 881 employees, none of which were represented by labor unions. In the event of production disruptions,
we believe that our contingency plans would enable us to continue serving our customers, although there can be no assurances that
a work slowdown or stoppage would not adversely impact our operating costs and financial results.

Product Warranties

Our products are used in applications that are subject to inherent
risks, including performance deficiencies, personal injury, property
damage, environmental contamination or loss of production. We
warrant our products to meet certain specifications. Although

Environmental Matters

We believe that we are in compliance in all material respects
with applicable environmental laws and regulations. We have
experienced no material difficulties in complying with legislative
or regulatory standards and believe that these standards have not
materially impacted our financial position or results of operations.
Although our future compliance with additional environmental

Available Information

Our annual report on Form 10-K, quarterly reports on Form 10-
Q, current reports on Form 8-K and any amendments to these
reports, are available at no cost on our web site at https://
insteelgcs.ges-web.com/financial-information/sec-filings and the

INSTEEL INDUSTRIES INC. | Form 10-K

actual or claimed deficiencies from these specifications may give
rise to claims, we do not maintain a reserve for warranties as
the historical claims have been immaterial. We maintain product
liability insurance coverage to minimize our exposure to such risks.

requirements could necessitate capital outlays, we do not believe
these expenditures would ultimately have a material adverse effect
on our financial position or results of operations. We do not expect
to incur material capital expenditures for environmental control
facilities during fiscal 2021.

SEC’s web site at www.sec.gov as soon as reasonably practicable
after we file these reports with the SEC. The information available
on our web site and the SEC’s website is not incorporated into
this report or any of our filings with the SEC.
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Item 1A Risk Factors

Item 1A Risk Factors

An investment in our common stock involves risks and
uncertainties. You should carefully consider the following
risk factors, in addition to the other information contained in
this annual report on Form 10-K, before deciding whether an
investment in our common stock is suitable for you. The risk
factors described below are not the only ones we face. There may
be other risks and uncertainties that are currently unknown to us
or that we currently consider to be immaterial that could adversely
affect our business, results of operations, financial condition and
cash flows.

Our business, results of operations, financial
condition, cash flows and stock price can be
adversely affected by pandemics, epidemics or
other public health emergencies, such as the
recent outbreak of COVID-19.

Our business, results of operations, financial condition, cash
flows and stock price can be adversely affected by pandemics,
epidemics or other public health emergencies, such as the
recent outbreak of COVID-19 which has spread from China
to many other countries including the United States. In March
2020, the World Health Organization characterized COVID-19
as a pandemic, and the President of the United States declared
the COVID-19 outbreak a national emergency. The outbreak
has resulted in governments around the world implementing
increasingly stringent measures to help control the spread of the
virus, including quarantines, “shelter in place” and “stay at home”
orders, travel restrictions, business curtailments, school closures,
and other measures. In addition, governments and central banks
in several parts of the world have enacted fiscal and monetary
stimulus measures to counteract the impacts of COVID-19.

We are considered a critical infrastructure industry, as defined by
the U.S. Department of Homeland Security. Although we have
continued to operate our facilities to date consistent with federal
guidelines and state and local orders, the outbreak of COVID-19
and any preventive or protective actions taken by governmental
authorities may have a material adverse effect on our operations,
supply chain, customers and transportation networks, including
business shutdowns or disruptions. The extent to which
COVID-19 may adversely impact our business depends on future
developments, which are highly uncertain and unpredictable,
depending upon the severity and duration of the outbreak and
the effectiveness of actions taken globally to contain or mitigate
its effects. Even after the COVID-19 pandemic has subsided,
we may experience material adverse impacts to our business
due to any resulting economic recession. Additionally, concerns
over the economic impact of COVID-19 have caused extreme
volatility in financial and other capital markets which has and may
continue to adversely impact our stock price and our ability to
access capital markets. In view of the rapidly changing business
environment, unprecedented market