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Different Thinking.

Sustainable Growth.

Kennametal employees continued their commitment to Protecting
Our Planet. Recognizing that resource conservation is key to our
competitiveness and sustainability, the team made significant
strides in energy and water conservation, materials recycling,
waste reduction and other practices consistent with our tradition
of responsible environmental stewardship. The company’s top
performing teams were honored at a global ceremony celebrating
Kennametal’s ongoing dedication to Protecting Our Planet.

www.kennametal.com
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2011		 2010		2009
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Board of
Directors
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Carlos M. Cardoso
Chairman of the Board, President and
Chief Executive Officer
Kennametal Inc.

World and North America
Headquarters
Kennametal Inc.
1600 Technology Way
P.O. Box 231
Latrobe, Pennsylvania 15650-0231
U.S.A.
(01) 724-539-5000 Tel
(01) 724-539-3839 Fax
www.kennametal.com

Operating Performance
$ 2,403,493

Sales

$ 1,884,067

$ 1,999,859

$ 2,589,786

$ 2,265,336

Restructuring and Asset Impairment Charges		

12,586		43,923		
173,656		39,891		5,970

Income (Loss) from Continuing Operations –
Attributable to Kennametal		

229,727		47,842		
(102,402)		
163,666		
174,717

Diluted Earnings (Loss) per Share from Continuing
Operations – Attributable to Kennametal		

2.76		 0.59		 (1.40)		 2.10		 2.22

Operating Cash Flow		

230,797		164,828		192,263		279,786		199,006

Financial Condition
$ 2,754,469

Total Assets

$ 2,267,823

312,882

Total Debt, including Capital Leases and Notes Payable

$ 2,346,974

$ 2,784,349

$ 2,606,227

337,668		485,957		346,652 		366,829

1,638,072		1,315,500		1,247,443		1,647,907		1,484,467

Total Kennametal Shareowners’ Equity

19.1%

Total Debt to Total Kennametal Shareowners’ Equity

25.7%		39.0%		21.0%		24.7%

Other Data
$

Capital Expenditures

83,442

$

56,679

$

104,842

$

163,489

$

92,001

Research and Development

33,292

27,983		27,604		32,564		28,814

Number of Employees

11,600

11,000		11,600		13,700		14,000

Stock Information
$

Market Price per Share – High

44.11

$

24.08

Market Price per Share – Low

34.89

$

38.75

$

45.61

$

41.48

15.29		12.82		26.00		24.85

0.48		 0.48		 0.48		 0.47		 0.41

Dividends per Share

83,173		81,690		73,122		78,201		78,545

Diluted Weighted Average Shares Outstanding		

2,207		2,339 		 2,425		 2,462		2,748

Number of Shareowners as of June 30
EBIT Margin*

Earnings per Share*

(percent)

(in dollars)

Free Operating
Cash Flow*

Return on
Invested Capital*

(in thousands)

(percent)

Total Debt to
Total Kennametal
Shareowners’ Equity

’07 ’08 ’09 ’10 ’11

39.0%
25.7%
19.1%

6.4%
4.4%

21.0%

24.7%

12.3%

$113,290

$119,136
’07 ’08 ’09 ’10 ’11

$90,335

$1.10

$0.80

7.9%
4.7%
’07 ’08 ’09 ’10 ’11

11.3%

$157,110

14.8%

$196,696

$2.98

$2.76
$2.28

11.6%

11.9%

14.1%

(percent)
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Chairman and Chief Executive Officer
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Philip A. Dur
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President Ship Systems Sector
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President
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Newlin Investment Company LLC
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Executive Vice President and Chief Financial Officer
The Mosaic Company
Steven H. Wunning
Group President and Executive Office Member
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Former Chairman and Chief Executive Officer
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Europe Headquarters
Kennametal Europe GmbH
Rheingoldstrasse 50
CH 8212 Neuhausen am Rheinfall
Switzerland
(41) 52-6750-100 Tel
(41) 52-6750-101 Fax
Asia Pacific Headquarters
Kennametal Singapore Pte. Ltd
ICON@IBP #01-02/03/05
3A International Business Park
Singapore 609935
(65) 6 2659222 Tel
(65) 6 8610911 Fax
Transfer Agent, Registrar of Stock
and Dividend Disbursing Agent
BNY Mellon Shareowner Services
480 Washington Boulevard
Jersey City, New Jersey 07310-1900
U.S.A.
(01) 866-211-6288 Tel
www.bnymellon.com/shareowner/
equityaccess
Stock Listing
The New York Stock Exchange
Ticker Symbol: KMT
CUSIP No.: 489170100
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* On an adjusted basis

Forward-Looking Statements Certain statements in this report relate to future events and expectations and, as such, constitute forward-looking statements. Forwardlooking statements may also include words such as “anticipates,” “believes,” “estimates,” “expects,” “hopes,” “targets,” “should,” “will,” “will likely result,” “forecast,”
“outlook,” “projects” or similar expressions. Forward-looking statements involve known and unknown risks, uncertainties, and other factors that may cause the actual
results, performance, or achievements of Kennametal to be different from those expressed or implied in the forward-looking statements. For further discussion of forwardlooking statements, including some of the specific factors that may cause such a difference, see the forward-looking statements and risk factors disclosure included in
our 2011 Form 10-K. Kennametal disclaims any intention or obligation to update or revise any forward-looking statements. This document also includes certain non-GAAP
financial measures as defined by SEC rules. As required by Regulation G, we have provided a reconciliation of those measures to the most directly comparable GAAP
measures, which is available in the section titled 2011 Supplemental Financial Data.

Investor Relations and Media Information
Securities analysts, shareowners and others
seeking financial information should call
Ms. Quynh McGuire, Director of Investor
Relations, at (01) 724-539-6559. News
media and others seeking general
information should contact Ms. Joy Chandler,
Vice President of Corporate Relations, at
(01) 724-539-4618.
Dividend Reinvestment and
Stock Purchase Plan
This plan provides shareowners with
a convenient way to acquire additional
shares of Kennametal stock without
paying brokerage fees or service charges.
Participants may reinvest their dividends,
plus optional cash if desired, to acquire these
additional shares. BNY Mellon Shareowner
Services administers the plan and acts as
the agent for the participants. For more
information, contact BNY Mellon at
(01) 866-211-6288 or visit www.bnymellon.
com/shareowner/equityaccess.
Equal Opportunity Employer
Kennametal is an equal opportunity employer.
All matters regarding recruiting, hiring,
training, compensation, benefits, promotions,
transfers and all other personnel policies
will continue to be free from discriminatory
practices.
Annual Meeting
The Annual Meeting of Shareowners will be
held at the Quentin C. McKenna Technology
Center, located at 1600 Technology Way,
Latrobe, Pennsylvania, U.S.A., on Tuesday,
October 25, 2011 at 2:00 p.m. Notice of the
meeting will be mailed on or about Monday,
September 19, 2011 to shareowners of
record at the close of business on Friday,
September 2, 2011. All shareowners are
cordially invited to attend. Proxies will be
solicited by the Board of Directors.

Independent Registered
Public Accounting Firm
PricewaterhouseCoopers LLP

© Copyright 2011, Kennametal Inc., all rights reserved.

To Our
Fellow Shareowners:
In fiscal year 2011, Kennametal made remarkable progress on our journey toward premier operational
and financial performance. Most notably, we attained historic highs in operating margin, earnings and
return on invested capital (ROIC), on sales that were lower than the prior peak. We also achieved all-time
records (on an adjusted basis) with operating margin of 14.3 percent, earnings per share of $2.98 and
ROIC of 14.8 percent. In addition, we generated free operating cash flow of $157 million, compared
with $113 million in the prior year. Our balance sheet remained strong, and we continued to improve
our financial flexibility. These results clearly highlight our ability to capitalize on top-line growth and
demonstrate our capacity to achieve higher levels of profitability—despite raw materials headwinds—
due to our streamlined cost structure.
Kennametal benefited during the year from favorable trends in industrial production in such markets
as general engineering, transportation, energy and earthworks. Our order rates were strong, reflecting
ongoing customer demand worldwide, with emerging markets continuing to lead growth. Our “Rest of
World” markets represented 26 percent of sales and grew 38 percent from the prior year, a testament to
the growth opportunities in these regions.
Carlos M. Cardoso
Chairman of the Board, President and
Chief Executive Officer
Shareowner

Our global team contributed substantially to our success by continuing to pursue our objective to become
a company that can grow and be profitable throughout the economic cycle. While we continued to leverage
our proven strategies to achieve this goal, we also implemented a more customer-focused enterprise
model. Along the way, we put in place a new management reporting system, standardized our processes
and leveraged information globally to facilitate improved business decision making. In fiscal 2011,
Kennametal began to realize the benefits of our intense focus on strategic new ways to differentiate our
brands in the marketplace, grow faster than our competition and deliver improved profitability.

In fiscal 2011, Kennametal

Thinking Differently About Our Business

began to realize the benefits of

Key drivers of Kennametal’s success have been our steady and consistent strategy, combined with the
actions we have taken to further strengthen our foundation and address the challenges of the most
recent economic downturn. We accelerated certain measures through our restructuring initiatives that,
while difficult, were geared to make Kennametal a stronger, more efficient company that would be
better positioned for growth in an economic upturn. The restructuring programs have been successfully
completed, and we expect annual savings of approximately $170 million. In addition, instead of
viewing the turbulent times as obstacles, we saw them as opportunities to create a clear advantage for
Kennametal. First, we generated permanent cost reductions by shrinking our footprint and eliminating
22 facilities, decreasing our global headcount and divesting low-growth, low-margin businesses. As a
result, we emerged a leaner company with the manufacturing capacity to support up to $3 billion in sales
without significant additional investment. But our efforts were not merely focused on cost cutting. We also
moved forward with a bold new enterprise structure, shifting from a product orientation to a market-facing
approach. This change provides Kennametal with opportunities to drive additional top-line growth by
improving our customers’ experiences and deepening our relationships with them.

our intense focus on strategic
new ways to differentiate our
brands in the marketplace, grow
faster than our competition and
deliver improved profitability.

Kennametal’s enduring customer relationships have always been fundamental to our success, and
they are predicated on our ability to anticipate and meet their needs—reliably, quickly and efficiently.
Our customers require peak performance in their manufacturing processes, and their critical parts
typically operate under extremely demanding conditions. The top quality and outstanding performance
of Kennametal’s products position us as a preferred supplier. What’s more, while our products are
exceptionally durable, they are also highly consumable, providing us with an important opportunity to
generate recurring revenues. We further increase our value proposition by maintaining our commitment
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to innovation and delivering solutions to increase customer productivity—
all at a market-leading pace. Our success in this area is underscored by
the fact that 40 percent of our fiscal 2011 revenues were generated from
new product introductions.
Kennametal’s strong market position is due, in part, to our status as
a recognized leader in customer loyalty and satisfaction. In fact, our
commitment to quality, value and excellence is a company hallmark that
has earned ample recognition for Kennametal. In fiscal 2011, we were
among just 16 suppliers in seven countries to merit the 2010 Delphi
Pinnacle Award for Supplier Excellence. We also received several important
supplier awards during the year from valued customers, including Honda,
the automobile manufacturer; Caterpillar, the world’s largest maker of
construction and mining equipment; and Pratt and Whitney Canada, the
aircraft engine manufacturer. These accolades are highly rewarding,
because they reinforce the fact that our customers recognize the
Kennametal value proposition and appreciate our commitment to them.
Moreover, our customer base continues to grow globally. Today,
Kennametal has approximately 80,000 customers in 60 countries, with
no single customer accounting for more than four percent of sales. We
are equally diverse in terms of our geographic footprint with 54 percent of
sales generated outside of North America. In addition, we serve a balanced
mix of end markets. We operate in a range of fast-growing industries—
such as aerospace & defense, general engineering, transportation,
earthworks and energy—that provide opportunities for growth in a range
of economic cycles.

have a disciplined capital allocation process and a solid balance sheet with
strong cash flow. Moving forward, we will continue to balance our business
across a diverse mix of end markets, businesses and geographies. In
addition, we will maintain our customer-focused enterprise approach, while
maximizing opportunities to drive earnings growth, expand margins and
increase shareowner value.
Our long-term strategies remain in place. We expect to achieve our next
milestone target of 15 percent earnings before interest and taxes (EBIT)
margin and 15 percent ROIC in fiscal year 2012, a year earlier than we
previously anticipated.
For Kennametal, our steady progress along the path toward premier
operational and financial performance has brought us to where we are
today. By adhering to the principles of the Kennametal Value Business
System, thinking about our business differently and managing effectively
through challenging times, we have become a unified culture with an
integrated business that partners effectively with global customers and
demonstrates corporate social responsibility.
As a result, Kennametal is beginning to hit its stride as a breakaway
company—one with a demonstrated ability to grow and be profitable
throughout the economic cycle. In light of our remarkable progress, I would
like to express my deepest gratitude to our employees around the globe for
their dedication, our customers for their loyalty and our shareowners for
their commitment. We are confident that Kennametal’s finest moments are
still ahead, and we look forward to sharing our continued success with you.

Seeing Opportunities Ahead
As we look ahead, we see many growth opportunities, and we are well
positioned to take advantage of them. We have a relatively new operating
structure, and we expect to benefit from ongoing cost efficiencies. We also

Carlos M. Cardoso
Chairman, President and Chief Executive Officer
Shareowner

2011 Executive Management Council
LEFT TO RIGHT

Philip H. Weihl
Vice President, Integrated Supply Chain and Logistics
Judith L. Bacchus
Vice President and Chief Human Resources Officer
Steven R. Hanna
Vice President and Chief Information Officer
Frank P. Simpkins
Vice President and Chief Financial Officer
Carlos M. Cardoso
Chairman of the Board, President and Chief Executive Officer
John H. Jacko, Jr.
Vice President and Chief Marketing Officer
Kevin G. Nowe
Vice President, Secretary and General Counsel
John R. Tucker
Vice President and President Business Groups
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End Markets
Kennametal delivers productivity to customers seeking peak performance in demanding environments by providing innovative custom and
standard wear-resistant solutions enabled through our advanced materials sciences, application knowledge and commitment to a
sustainable environment.

Aerospace &
Defense

Earthworks

Energy

General
Engineering

Transportation

Serves commercial,
private and military sectors
with tools, materials and
processes to manufacture
components for aircraft,
rotorcraft, space vehicles,
ground vehicles, sea vessels,
engines, accessories and
ballistics

Serves top-tier companies
across varied applications,
such as underground mining,
surface mining, quarrying,
highway construction, utility
construction, tunneling,
recycling, forestry, agriculture
and snow removal

Serves oil and gas, industrial
and customized processing,
and power generation sectors
by enhancing productivity
and reducing wear in a wide
variety of applications

Serves customers with a
broad range of applications,
including fluid power
manufacturing, power
transmission, forming and
forging, job shops, medical
and measurement, consumer
goods and electrical

Serves the automotive,
shipbuilding, heavy vehicle,
motorcycle, rail and highspeed rail industries by
facilitating the movement of
people and goods by road,
rail and ship

• Lightweight Composite
Materials

• Underground Longwall
Shearers

• Radial Bearings
• Pump Components
• Metalcutting/Milling

• Continuous Miners

• Holemaking

• Exotic Alloys

• Surface Miners

• Turning

• High-Purity Powders

• Pavement Profiling
Machines

• Advanced Materials

• Extensive Tooling Packages
• Surface Finishing Products

• Bearings

• Crankshafts
• Braking Systems

• Compressor & HVAC
• Pumps & Valves
• Die & Mold

• Diesel Fuel Systems
• Turbo Chargers
• Engine Heads & Blocks

• Conveyance

• Electronics & Consumer
Goods

• Boiler Tubes

• Medical

• Railroad
• Bearings

• Extrusion Barrels/Screws
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Kennametal serves a wide range of end markets—aerospace
& defense, transportation, general engineering, earthworks
and energy. This diversified mix of served end markets allows
our company the flexibility to serve the sectors that offer the
greatest opportunities for growth throughout the economic
50% Our deep knowledge of these sectors is part of the value
cycle.
proposition we bring to our customers.
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Focusing On
Product Innovation
Kennametal is known for our award-winning and innovative
product development processes. We have strengthened this
reputation through our ongoing investments in research and
development. Our technology is dedicated to developing products
that are engineered to meet specific customer requirements. For
a number of years, we have consistently generated 40 percent or
more of annual sales from new products. We continue to invest
in these capabilities so we can consistently provide customers
with the products they need and improve their manufacturing
efficiencies—all at a market-leading pace.
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As a global supply partner to our customers, Kennametal is
committed to continued geographic expansion. We have further
increased our geographic%presence
in emerging
Sales from New
Products markets and
remain committed to our goal to generate sales in equal thirds
from North America, Western Europe and emerging markets in
the rest of the world. This strategy has enabled us to capitalize on
opportunities in markets experiencing robust growth, such as China,
India and Brazil. Today, we operate in more than 60 countries.
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