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Forward Looking Statements

¢Ƙƛǎ ǇǊŜǎŜƴǘŀǘƛƻƴ Ŏƻƴǘŀƛƴǎ ǎǘŀǘŜƳŜƴǘǎ ǘƘŀǘ ǿŜ ōŜƭƛŜǾŜ ŀǊŜ άŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέ ǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ǘƘŜ tǊƛǾŀǘŜ {ŜŎǳǊƛǘies 

Litigation Reform Act of 1995.  Forward-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎ ƎŜƴŜǊŀƭƭȅ Ŏŀƴ ōŜ ƛŘŜƴǘƛŦƛŜŘ ōȅ ǘƘŜ ǳǎŜ ƻŦ ǿƻǊŘǎ ǎǳŎƘ ŀǎ  άƳŀȅΣέ άǿƛƭƭΣέ άŜȄǇŜŎǘΣέ 

άƛƴǘŜƴŘΣέ άŜǎǘƛƳŀǘŜΣέ άŀƴǘƛŎƛǇŀǘŜΣέ άōŜƭƛŜǾŜΣέ άŎƻƴǘƛƴǳŜΣέ άƎǳƛŘŀƴŎŜέ ƻǊ ǿƻǊŘǎ ƻŦ ǎƛƳƛƭŀǊ ƳŜŀƴƛƴƎΦ !ƭƭ ŦƻǊǿŀǊŘ-looking statements are 

subject to risks and uncertainties that could cause actual results to differ materially from those anticipated as of the dateof this 

presentation.   Important factors that could cause actual results to differ materially from these expectations include, amongother things, 

the following: a further slowdown in the growth rate of the Chinese economy or a decline in the growth rate of consumer spendingin 

China; potential weakening in the high efficiency boiler market segment in the U. S.; significant volatility in raw material prices; our 

inability to implement or maintain pricing actions; potential weakening in U. S. residential or commercial construction or instability in our 

replacement markets; foreign currency fluctuations; inability to successfully integrate or achieve our strategic objectives resulting from 

future acquisitions; competitive pressures on our businesses; the impact of potential information technology or data security breaches; 

changes in government regulations or regulatory requirements; and adverse developments in general economic, political and business 

conditions in the key regions of the world.   Forward-looking statements included in this presentation are made only as of the date of this 

presentation, and the company is under no obligation to update these statements to reflect subsequent events or circumstances.  All 

subsequent written and oral forward-looking statements attributed to the company, or persons acting on its behalf, are qualifiedentirely 

by these cautionary statements. This presentation contains certain non-GAAP financial measures as that term is defined by the SEC.  Non-

D!!t ŦƛƴŀƴŎƛŀƭ ƳŜŀǎǳǊŜǎ ŀǊŜ ƎŜƴŜǊŀƭƭȅ ƛŘŜƴǘƛŦƛŜŘ ōȅ ά!ŘƧǳǎǘŜŘέ ό!ŘƧΦύ ƻǊ άbƻƴ-D!!tέ Φ
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Investment Case

Á Manufacturer of residential and commercial water heaters, boilers 
and water treatment products

Á Market share leader in major businesses

Á Stable/growing North American replacement market; operating 
leverage as new construction recovers

Á Strong balance sheet and cash flow to support future growth & 
share repurchase

Á Strength of our premium brand, distribution, manufacturing and 
innovation provide clear market advantage in China

Á Organic growth of 8 percent (in local currency) for next several 
years



4

Sales & Adjusted Operating Margin*
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Adjusted EBITDA Growth
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Adjusted Earnings Per Share
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Segment Revenue

2016 full year

NA ÅWater heaters growing
ÅLochinvarbrands growing 8%

Rest of World 35%

North America 65%

ROW ÅChina/India = 94%
ÅEurope/Middle East = 6%

http://www.kenmore.com/shc/s/home_10154_12604?adCell=WH
http://www.kenmore.com/shc/s/home_10154_12604?adCell=WH
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U.S. Water Heater Market Segment

Residential Market

2016 market share data

AHRI data + tankless:
AOS actual shipments
and AOS estimates of 
competitorsô shipments
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http://images.google.com/imgres?imgurl=http://www.goettl.com/brands/b-pics/rheem/rheem-logo.jpg&imgrefurl=http://www.goettl.com/brands/rheem-residential.html&h=149&w=148&sz=25&hl=en&start=1&um=1&tbnid=8joj8JqYd3Q_JM:&tbnh=95&tbnw=94&prev=/images?q=rheem&svnum=10&um=1&hl=en&sa=G
http://images.google.com/imgres?imgurl=http://www.goettl.com/brands/b-pics/rheem/rheem-logo.jpg&imgrefurl=http://www.goettl.com/brands/rheem-residential.html&h=149&w=148&sz=25&hl=en&start=1&um=1&tbnid=8joj8JqYd3Q_JM:&tbnh=95&tbnw=94&prev=/images?q=rheem&svnum=10&um=1&hl=en&sa=G
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Wholesale Retail

U.S. Residential Water Heater Market Segment

2016 ï8.7 mm Units

Wholesale 

channel is 

ñ~50%ò of the 

market

Retail 

channel 

is 

ñ~50%ò 

of the 

market
Large Regional Distributors

A. O. Smith's 
Customers

http://www.homedepot.com/webapp/wcs/stores/servlet/HomePageView?langId=-1&storeId=10051&catalogId=10053
http://www.homedepot.com/webapp/wcs/stores/servlet/HomePageView?langId=-1&storeId=10051&catalogId=10053
http://www.menards.com/index.do;jsessionid=A2C65B3B17068137724E5E4E2AA11929
http://www.menards.com/index.do;jsessionid=A2C65B3B17068137724E5E4E2AA11929
http://www.hajoca.com/aboutus.html
http://www.hajoca.com/aboutus.html
http://www.sears.com/shc/s/home_10153_12605
http://www.sears.com/shc/s/home_10153_12605
http://www.truvalue.com/content/home/default.aspx
http://www.truvalue.com/content/home/default.aspx
http://ourcompany.acehardware.com/download/logos/Web/ACE-HDWE_L_2L-4C.gif
http://ourcompany.acehardware.com/download/logos/Web/ACE-HDWE_L_2L-4C.gif
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Water Heaters - Strong Replacement Sales
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starts: 2.1 million

U. S. Residential Water Heaters

Note:
Includes tankless
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U.S. Water Heater Market Segment

Commercial Gas Market*
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2016 market share data AHRIdata:

AOS actual shipments and 
AOS estimate of competitors' 
shipments

* Commercial gas water heater 
segment as defined by AHRI, 
total 2016 commercial units as 
reported by AHRI = 97,000 units

http://images.google.com/imgres?imgurl=http://www.goettl.com/brands/b-pics/rheem/rheem-logo.jpg&imgrefurl=http://www.goettl.com/brands/rheem-residential.html&h=149&w=148&sz=25&hl=en&start=1&um=1&tbnid=8joj8JqYd3Q_JM:&tbnh=95&tbnw=94&prev=/images?q=rheem&svnum=10&um=1&hl=en&sa=G
http://images.google.com/imgres?imgurl=http://www.goettl.com/brands/b-pics/rheem/rheem-logo.jpg&imgrefurl=http://www.goettl.com/brands/rheem-residential.html&h=149&w=148&sz=25&hl=en&start=1&um=1&tbnid=8joj8JqYd3Q_JM:&tbnh=95&tbnw=94&prev=/images?q=rheem&svnum=10&um=1&hl=en&sa=G
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Energy Efficient Cyclone 

ÁGame changing energy efficient commercial 
product launched in 1997 and recently upgraded 

ÁUp to 96% thermal efficiency dramatically lowers 
operating costs offering short payback

ÁRepresents 47% of AOS commercial gas water 
heater revenues
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U.S. Commercial Gas Market: Energy Efficient Units more than 
Doubled in Six Years to 45 percent of units sold in 2016
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Lochinvar End Markets

Hydronic Space 
Heating

49%

Water Heating 
42%

Parts/Other 9%

2/3 commercial end markets; 1/3 residential end markets

http://www.knightheatingboiler.com/
http://www.knightheatingboiler.com/
http://shield.lochinvar.com/
http://shield.lochinvar.com/



