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TO OUR STOCKHOLDERS

2021 was another year of progress and execution towards 
fundamentally changing our company as we focus on providing 
high value products to the highest growth end markets with 
a goal of improving our profitability and cash flow.  Our most 
recent financial results serve as strong validation of our strategy. 
I remain confident that our strong market positions in growing 
markets will provide opportunities to further expand earnings 
and cash flow over the mid-term. 

We accomplished these results in close collaboration with our 
customers who look to Knowles to develop and deliver highly 
engineered solutions and products. The alignment between 
Knowles and our customers, shareholders and employees is a 
critical tenant of our success and a driver of significant value.

I want to commend our teams across the globe for their 
dedication and effective response throughout 2021 to mitigate 
the challenges presented by the pandemic and global supply 
chain shortages.  

Our goal is to advance Knowles’ 75-year history as a market 
leader in high-performing electronic components, but to do so in 
the markets that best compensate us for our technical leadership 
and operational excellence.  We made a strategic decision to 
deemphasize the commodity products within our portfolio and 
increase focus in markets with superior growth dynamics and 
higher technical requirements. Put simply, Knowles excels in 
every market we pursue, but we grow and profit most in the 
markets where our technological superiority serves a significant 
competitive advantage.

Early in our strategic shift, we began reallocating research 
and development and capital spending to focus on these 
higher growth markets, and our 2021 financial results provide 
encouraging early returns on this strategy. Looking back at 
those strategic decisions, and our results to date, we have high 
conviction in our ability to achieve our mid-term financial targets 
based on three key drivers: 

• First, we expect continued organic growth in the markets we 
serve and see numerous opportunities underpinned by secular 
demand across our focused end markets. 

• Second, Knowles has the ability to generate future incremental 
growth and profitability based on innovative product 
introductions in the years ahead, as we capitalize on the 
output of our research and development pipeline.

• Third, we are well capitalized and expect to continue to 
generate strong cash flow that can augment our earnings 
growth through future accretive acquisitions and capital return 
to shareholders. 

2022 OUTLOOK - POSITIONED IN THE 
FASTEST GROWING END MARKETS

As we begin 2022, I am excited about the next chapter of 
Knowles’ evolution. Our strategy has been validated, and as we 
look ahead, I am encouraged by the current demand backdrop 
for our products.

Our Audio segment continues to benefit across many growing 
markets, where Knowles’ innovation is most advantageous. In 
Hearing Health, we continued to gain market share in 2021 and 
expect new product introductions to continue that trend in 2022. 
In our MEMS microphone business, 2021 was impacted by supply 
chain challenges, but as we look into the future, markets outside 
of smartphones, including IoT and wireless earphone, continue 
to grow rapidly. Our focus on these higher growth end markets is 
expected to provide favorable mix and increase earnings.

In our Precision Devices segment, 2021 was an excellent year 
for Knowles as our served end markets showed a broad-based 
recovery from the pandemic. Both our high-performance 
capacitor and RF filter businesses delivered strong growth in 
2021 setting a record for full-year revenue. These results were a 
function of our increased research and development investments 
in recent years. We believe that those investments, along with 
strong demand across a diverse set of end markets ranging from 
medical, defense, electric vehicle, and industrial, will lead to 
another successful year for Precision Devices in 2022.

Our balance sheet has never been stronger as we exited 2021.  
This along with improved free cash flow generation will allow 
us to refine our capital allocation strategy going forward. In 
conclusion, Knowles has never been better situated to drive 
value for shareholders. We look forward to continued execution 
of our strategy in 2022 and for many years to come.

Sincerely,

Jeffrey Niew

President & Chief Executive Officer
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NON-GAAP DILUTED
EPS*
($)

2017 2021

5.5

15.4

2017 2021

14.9

20.1

2017 2021

744.2

868.1

2017 2021

REVENUE

($M)

Non-GAAP
GROSS PROFIT MARGIN*

(%)

ADJUSTED 
EBIT MARGIN*

(%)

FREE CASH FLOW 
MARGIN*

(%)

40.3

41.7

2017 2021

3.9%
CAGR

+140
bps

+520
bps

+990
bps

14.8%
CAGR

0.88

1.53

* For this Non-GAAP financial measure see the following page for GAAP to Non-GAAP reconciliation
2017 results include $13.6 million in revenue and $5.6 million related to recovered legal expenses associated with the settlement of a royalty dispute. Management estimates that $13.0 million of the 
settlement proceeds relate to years prior to 2017

IMPROVED FINANCIAL PERFORMANCE

MARKET FOCUS & FINANCIAL PERFORMANCE

FORWARD LOOKING STATEMENTS 
The letter to stockholders, other sections of this report, and the Company’s Annual Report on Form 10-K contain “forward-looking statements” within the meaning of the 
safe harbor provisions of the United States Private Securities Litigation Reform Act of 1995. Forward looking statements include all statements that pertain to future financial 
and business performance and conditions and other financial and business matters other than those statements of purely historical fact. These statements are based on 
management’s current estimates, projections, assumptions and expectations and are subject to numerous risks, uncertainties and other unpredictable or uncontrollable factors 
which may cause actual results or performance to differ materially from the Company’s expectations. Some of the risks, uncertainties and other factors that could cause actual 
results to differ materially from those expressed in the forward-looking statements are detailed in the “Risk Factors” section of, and elsewhere in, our accompanying 2021 Annual 
Report on Form 10-K and in our other filings with the SEC. Knowles Corporation undertakes no obligation to update any such statements.



Reconciliation of GAAP Financial Measures to Non-GAAP Financial Measures

Year Ended December 31,

(in millions, except per share amounts) 2021 2017

Gross profit  $359.5  $286.3 

Gross profit margin 41.4% 38.5%

Stock-based compensation expense  1.6  1.8 

Impairment charges  -   1.4 

Restructuring charges  -   4.0 

Production transfer costs (1)  -   6.7 

Other (2)  1.0  -  

Non-GAAP gross profit  $362.1  $300.2 

Non-GAAP gross profit margin 41.7% 40.3%

Operating expenses  $243.7  $245.8 

Stock-based compensation expense  (30.5)  (22.9)

Intangibles amortization expense  (15.9)  (7.3)

Impairment charges  (4.0)  (19.9)

Restructuring charges  (0.5)  (6.2)

Production transfer costs (1)  -   (0.1)

Other (2)  (2.0)  (0.3)

Non-GAAP operating expenses  $190.8  $189.1 

Non-GAAP operating expenses margin 22.0% 25.4%

Earnings from continuing operations  $150.2  $6.5 

Interest expense, net  14.2  20.6 

(Benefit from) provision for income taxes  (45.6)  12.9 

Earnings from continuing operations before interest and income taxes  118.8  40.0 

Earnings from continuing operations before interest and income taxes margin 13.7% 5.4%

Stock-based compensation expense  32.1  24.7 

Intangibles amortization expense  15.9  7.3 

Impairment charges  4.0  21.3 

Restructuring charges  0.5  10.2 

Production transfer costs (1)  -   6.8 

Other (2)  3.0  0.3 

Adjusted earnings from continuing operations before interest and income taxes  $174.3  $110.6 

Adjusted earnings from continuing operations before interest and income taxes margin 20.1% 14.9%

Earnings from continuing operations  $150.2  $6.5 

Non-GAAP reconciling adjustments (3)  55.5  70.6 

Interest expense, net non-GAAP reconciling adjustments (4)  6.6  6.1 

Income tax effects of non-GAAP reconciling adjustments (5)  65.4  2.0 

Non-GAAP net earnings  $146.9  $81.2 

Diluted earnings per share from continuing operations  $1.59  $0.07 

Earnings per share non-GAAP reconciling adjustment  (0.06)  0.81 

Non-GAAP diluted earnings per share  $1.53  $0.88 

Diluted average shares outstanding  94.7  90.5 

Non-GAAP adjustment (6)  1.1  1.9 

Non-GAAP diluted average shares outstanding (6)  95.8  92.4 

Year Ended December 31,

(in millions) 2021 2017

Cash provided by operating activities  $182.1  $92.9 

Less: Capital expenditures  (48.6)  (51.6)

Free cash flow (1)  $133.5  $41.3 

Free cash flow margin (1) 15.4% 5.5%

Notes:

(1) Production transfer costs represent duplicate costs incurred 
to migrate manufacturing to facilities primarily in Asia. These 
amounts are included in the corresponding Gross profit and 
Earnings from continuing operations before interest and income 
taxes for each period presented.

(2) In 2021, Other expenses represent the ongoing net lease cost 
(income) related to facilities not used in operations and expenses 
related to the acquisition of Integrated Microwave Corporation  
by the Precision Devices segment. In 2017, Other primarily 
represents expenses related to the acquisition of certain assets  
of a capacitors manufacturer.

(3) The non-GAAP reconciling adjustments are those adjustments 
made to reconcile Earnings from continuing operations before 
interest and income taxes to Adjusted earnings from continuing 
operations before interest and income taxes.

(4) Under GAAP, certain convertible debt instruments that 
may be settled in cash (or other assets) upon conversion 
are required to be separately accounted for as liability 
(debt) and equity (conversion option) components of 
the instrument in a manner that reflects the issuer’s 
nonconvertible debt borrowing rate. Accordingly, for GAAP 
purposes we were required to recognize imputed interest 
expense on the Company’s $172.5 million of convertible 
senior notes due November 1, 2021 that were issued in a 
private placement in May 2016. The imputed interest rate 
for the convertible notes was 8.12%, while the actual coupon 
interest rate of the notes was 3.25%. The difference between 
the imputed interest expense and the coupon interest 
expense is excluded from management’s assessment of the 
Company’s operating performance because management 
believes that this non-cash expense is not indicative of its 
core, ongoing operating performance. 

(5) Income tax effects of non-GAAP reconciling adjustments 
are calculated using the applicable tax rates in the 
jurisdictions of the underlying adjustments. In 2021, these 
adjustments include a valuation allowance release of $59.1 
million for our U.S. subsidiaries.

(6) The number of shares used in the diluted per share 
calculations on a non-GAAP basis excludes the impact 
of stock-based compensation expense expected to be 
incurred in future periods and not yet recognized in the 
financial statements, which would otherwise be assumed 
to be used to repurchase shares under the GAAP treasury 
stock method. In addition, the Company entered into 
convertible note hedge transactions that expired upon 
maturity of the convertible notes to offset any potential 
dilution from the convertible notes. Although the anti-
dilutive impact of the convertible note hedges is not 
reflected under GAAP, the Company includes the anti-
dilutive impact of the convertible note hedges in non-GAAP 
diluted average shares outstanding, if applicable.

Notes:

(1) In addition to measuring cash flow generation and usage based 
on liquidity measures determined in accordance with GAAP, 
Knowles also measures free cash flow and free cash flow margin. 
Free cash flow is defined as cash provided by operating activities 
less capital expenditures. Knowles believes these measures are 
useful in measuring its cash generated from operations that 
is available to repay debt, fund acquisitions, and repurchase 
Knowles’ common stock. Free cash flow and free cash flow margin 
are not presented in accordance with GAAP and may not be 
comparable to similarly titled measures used by other companies 
in our industry. As such, free cash flow and free cash flow margin 
should not be considered in isolation from, or as an alternative to, 
any other liquidity measures determined in accordance with GAAP.







































































































































































































THIS PAGE INTENTIONALLY LEFT BLANK



THIS PAGE INTENTIONALLY LEFT BLANK



THIS PAGE INTENTIONALLY LEFT BLANK





Corporate Headquarters
Knowles Corporation

1151 Maplewood Drive

Itasca, IL 60143

Phone: 1.630.250.5100

communications@knowles.com

Independent Registered  
Public Accounting Firm
PricewaterhouseCoopers LLP

Chicago, IL

Stock Listing
Knowles Corporation is traded on

The New York Stock Exchange

NYSE Symbol: KN

Transfer Agent
Mail correspondence to:

Computershare Trust Company, N.A.

PO Box 505000

Louisville, KY 40233-5000

Online inquiries:

www.computershare.com/investor

Phone: 1.800.331.9508

Investor Contact
Knowles Corporation

Investor Relations

1151 Maplewood Drive

Itasca, IL 60143

Phone: 1.630.250.5100 

investorrelations@knowles.com

Corporate Website
Additional information can  

be found at knowles.com
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