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Forward-Looking Statements

This annual report and the documents incorporated or deemed to be incorporated by reference in this annual report contain statements

concerning future results and performance and other matters that are forward-looking statements within the meaning of Section 27A of the

Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ). The words believe, expect, anticipate
intend, plan, project, may, will, and variations of such words or similar expressions are intended, but are not the exclusive means, to ide

forward-looking statements. Because forward-looking statements are subject to risks and uncertainties, actual results may differ materially from

those expressed or implied by the forward-looking statements.

There are a number of risks, uncertainties and other important factors that could cause actual results to differ materially from the
forward-looking statements, including, but not limited to:

conditions in the industry in which the Company s Paper Machine Clothing segment competes or in the papermaking industry in general,
along with general risks associated with economic downturns;

failure to remain competitive in the industry in which the Company s Paper Machine Clothing segment competes;

failure to receive the benefits from the Company s capital expenditures and investments;

failure to have profitable growth in the Company s emerging businesses; and

other risks and uncertainties detailed from time to time in the Company s filings with the SEC.

Further information concerning important factors that could cause actual events or results to be materially different from the forward-looking
statements can be found in the Industry Factors , Risk Factors, and Trends sections of this annual report. Statements expressing management ¢
assessments of the growth potential of various businesses are not intended as forecasts of actual future growth, and should not be relied on as
such. While management believes such assessments to have a reasonable basis, such assessments are, by their nature, inherently uncertain. This
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release sets forth a number of assumptions regarding these assessments, including historical results and independent forecasts regarding the
markets in which these businesses operate. Historical growth rates are no guarantee of future growth, and such independent forecasts could
prove incorrect. Although the Company believes the expectations reflected in the Company s forward-looking statements are based on reasonable
assumptions, it is not possible to foresee or identify all factors that could have a material and negative impact on the Company s future
performance. The forward-looking statements included or incorporated by reference in this annual report are made on the basis of management s
assumptions and analyses, as of the time the statements are made, in light of their experience and perception of historical conditions, expected
future developments, and other factors believed to be appropriate under the circumstances.

Except as otherwise required by the federal securities laws, the Company disclaims any obligations or undertaking to publicly release any
updates or revisions to any forward-looking statement contained or incorporated by reference in this offering memorandum to reflect any change
in the Company s expectations with regard thereto or any change in events, conditions, or circumstances on which any such statement is based.
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PART I
Item 1. BUSINESS
Albany International Corp. (the Registrant, the Company, or we) and its subsidiaries are engaged in three business segments.

The Paper Machine Clothing segment includes fabrics and belts used in the manufacture of paper and paperboard (PMC or paper machine
clothing). The Company designs, manufactures, and markets paper machine clothing for each section of the paper machine. It manufactures and
sells more paper machine clothing worldwide than any other company. PMC consists of large permeable and non-permeable continuous belts of
custom-designed and custom-manufactured engineered fabrics that are installed on paper machines and carry the paper stock through each stage
of the paper production process. PMC products are consumable products of technologically sophisticated design that utilize polymeric materials
in a complex structure. The design and material composition of PMC can have a considerable effect on the quality of paper products produced
and the efficiency of the paper machines on which it is used. Principal products in the PMC segment include forming, pressing and dryer fabrics,
and process belts. A forming fabric assists in sheet formation and conveys the very dilute sheet through the section. Press fabrics are designed to
carry the sheet through the presses, where water pressed from the sheet is carried through the press nip in the fabric. In the dryer section, dryer
fabrics manage air movement and hold the sheet against heated cylinders to enhance drying. Process belts are used in the press section to
increase dryness and enhance sheet properties, as well as in other sections of the machine to improve runnability and enhance sheet qualities.
The Company s customers in the PMC segment are paper industry companies, many of which operate worldwide. The Company s manufacturing
processes and distribution channels for PMC are substantially the same in each region of the world in which it operates.

The Applied Technologies segment includes the businesses that apply the Company s core competencies in advanced textiles and materials to
other industries, including specialty materials and composite structures for aircraft and other applications (Albany Engineered Composites);
fabrics, wires, and belting products for the nonwovens and pulp industries, and industrial belts for tannery, textile and corrugator applications
(Albany Engineered Fabrics); specialty filtration products for wet and dry applications (Albany Filtration Technologies); and a branded synthetic
insulation for home furnishings and technical outerwear (PrimaLoft®). No class of similar products or services within this segment accounted
for 10% or more of the Company s consolidated net sales in any of the past three years.

Albany Door Systems manufactures, sells, and services high-speed, high-performance industrial doors. The business grew from an internal
invention applying the company s coated fabric technology to produce a rolling fabric door. Albany s Rapid Roll® doors are produced and sold in
Europe, North America, and the Pacific and there are more than 100,000 installations worldwide. The business segment also derives revenue
from aftermarket sales and service. No class of similar products or services within this segment accounted for 10% or more of the Company s
consolidated net sales in any of the past three years.

Following is a table of net sales by segment for 2007, 2006, and 2005.

(in thousands) 2007 2006 2005

Paper Machine Clothing $ 763,522 $ 737,070 $732,918
Applied Technologies 176,503 149,742 129,303
Albany Door Systems 152,952 124,646 116,489
Consolidated total $1,092,977 $1,011,458 $978,710
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The table setting forth certain sales and balance sheet data that appears in Note 12, Reportable Segments and Geographic Data of the Financial
Statements, included under Item 8 of this Form 10-K, is incorporated herein.

Industry Factors

The Company s primary segment, Paper Machine Clothing, accounted for 69.9% of consolidated revenues during 2007. Paper machine clothing
is purchased primarily by manufacturers of paper and paperboard. According to data published by RISI, Inc., world paper and paperboard
production volumes have grown at an annual rate of
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approximately 2.6% over the last ten years. Based on data from RISI, demand for paper is expected to grow approximately 2.9% over the next
five years. The paper and paperboard industry has been characterized by an evolving but essentially stable manufacturing technology based on
the wet-forming papermaking process. This process, of which paper machine clothing is an integral element, requires a very large capital
investment. Consequently, management does not believe that a commercially feasible substitute technology to paper machine clothing is likely
to be developed and incorporated into the paper production process by paper manufacturers in the foreseeable future. For this reason,
management expects that demand for paper machine clothing will continue into the foreseeable future.

The world paper and paperboard industry tends to be cyclical, with periods of healthy paper prices followed by increases in new capacity, which
then leads to increased production and higher inventories of paper and paperboard, followed by a period of price competition and reduced
profitability among the Company s customers. Although sales of paper machine clothing do not tend to be as cyclical, the Company may
experience somewhat greater demand during periods of increased production and somewhat reduced demand during periods of lesser
production.

The world paper and paperboard industry experienced a significant period of consolidation and rationalization from approximately 2000 through
2004. While significant consolidation among paper and paperboard suppliers slowed after 2004, machine closures, or announcements of
additional machine closures, continued during 2005, 2006 and 2007 in North America as well as Europe. During this period, a number of older,
less efficient machines in areas where significant established capacity existed were closed or were the subject of planned closure
announcements, while at the same time a number of newer, faster and more efficient machines began production or plans for the installation of
such newer machines were announced in areas of growing demand for paper and paperboard (such as Asia and South America). Management
anticipates that this trend is likely to continue in the near term.

At the same time, technological advances in paper machine clothing, while contributing to the papermaking efficiency of customers, have in
some cases lengthened the useful life of the Company s products and reduced the number of pieces required to produce the same volume of
paper. While the Company is often able to charge higher prices for its products or increase market share in certain areas as a result of these
improvements, increased prices and market share may not always be sufficient to offset completely a decrease in the number of fabrics sold.

The factors described above result in a steady decline in the number of pieces of paper machine clothing, while the average fabric size is
increasing. The net effect of these trends is that the specific volume of paper machine clothing consumption (measured in kilograms or square
meters) has been increasing at a rate of approximately 1% per year over the past several years.

During 2006, the Company reported that price competition in Western Europe had an adverse impact on the Company s operating results in this
segment. In the third and fourth quarters of 2006, and in the first two quarters of 2007, sales of paper machine clothing to customers in Western
Europe were significantly lower than the same quarter of the previous year. This also contributed to reduced operating income within this
segment, as well as overall operating income, during those quarters.

The Company s response to that pricing disruption has been to initiate a deliberate, intensive three-year process of restructuring and performance
improvement initiatives. In the mature paper machine clothing markets of North America and Europe, the Company is driving for growth in
market share, while the Company is positioning itself to expand in the rapidly growing markets of Asia and South America. At the same time
that the Company is adjusting its manufacturing footprint to align with these regional markets, management is taking actions to reduce costs
significantly. Additionally, the Company has reorganized its PMC research and product development function, resulting in better ability to bring
value-added products to market faster.

The Applied Technologies segment has experienced significant growth in net sales during the last few years, due both to the introduction of new
products as well as growth in demand and application for previously existing products. Sales in this segment increased 12.7% in 2007, and
14.8% during 2006, excluding the effect of changes in currency translation rates, while operating income declined as the Company ramped-up
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manufacturing and engineering in the Engineered Composites business, to meet higher order backlog. The principal challenges and opportunities
in the Engineered Composites business involve managing this growth opportunity.
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The Albany Door Systems segment derives most of its revenue from the sale of high-performance doors, particularly to customers in Europe.
The purchase of these doors is normally a capital expenditure item for customers and, as such, market opportunities tend to fluctuate with
industrial capital spending. If economic conditions were to weaken, customers may reduce levels of capital expenditures, which could have a
negative effect on sales and earnings in the Albany Door Systems segment. The Company is expanding its aftermarket sales and service business
in this segment which is less likely to be negatively affected by weakening economic conditions. The large amount of revenue derived from
sales and manufacturing outside the United States could cause the reported financial results for the Albany Door Systems segment to be more
sensitive than the other segments of the Company to changes in currency rates.

International Operations

The Company maintains manufacturing facilities in Australia, Brazil, Canada, China, Finland, France, Germany, Italy, Mexico, South Korea,
Sweden, the United Kingdom, and the United States. The Company also has a 50% interest in certain companies (see Note 1 of Notes to
Consolidated Financial Statements).

The Company s geographically diversified operations allow it to serve its markets efficiently and to provide extensive technical services to its
customers. The Company benefits from the transfer of research and development and product innovations between geographic regions. The
worldwide scope of the Company s manufacturing and marketing efforts also mitigates the impact on the Company of economic downturns that
are limited to a geographic region.

The Company s global presence subjects it to certain risks, including controls on foreign exchange and the repatriation of funds. However, the
Company has been able to repatriate earnings in excess of working capital requirements from the countries in which it operates without
substantial governmental restrictions and does not foresee any material changes in its ability to continue to do so in the future. In addition, the
Company believes that the risks associated with its operations outside the United States are no greater than those normally associated with doing
business in these locations.

Marketing, Customers, and Backlog

Paper machine clothing is custom-designed for each user, depending on the type, size, and speed of the paper machine, the machine section, the
grade of paper being produced, and the quality of the pulp stock used. Technical expertise, judgment, and experience are critical in designing the
appropriate clothing for each position on the machine. As a result, the Company employs highly skilled sales and technical service personnel
who work directly with paper mill operating management. The Company s technical service program gives its service engineers field access to
the measurement and analysis equipment needed for troubleshooting and application engineering. Sales, service, and technical expenses are
major cost components of the Company.

Payment terms granted to paper industry customers reflect general competitive practices. Terms vary with product, competitive conditions, and
the country of operation. In some markets, customer agreements require the Company to maintain significant amounts of finished goods
inventories to assure continuous availability of paper machine clothing.

The Company s Applied Technologies segment has a wide range of customers, with markets that vary from industrial applications to consumer
use. Albany Engineered Composites (AEC) serves primarily the aerospace industry, with custom-designed composite and advanced composite
parts for static and dynamic applications. Management believes AEC has the potential to grow at least 35% per annum for next five years and
has the potential to be significantly larger than the $150 million enterprise that was envisioned a year ago. Further, management believes AEC
has the potential to become a second core business of the Company. According to independent estimates, the total aerospace composites market
will grow from about $5 billion in 2008 to about $25 billion in 2016. Of that $25 billion market, about $3 billion is addressable by AEC s unique
technology, and a total of $13 billion is addressable by a combination of AEC s unique capabilities and its more conventional composites
capability The aerospace composites market is being shaped by two major waves of growth: the current wave, just beginning, is being driven by
the new generation of long-haul aircraft, the Boeing 787 and the Airbus A380. Except for the landing gear braces that the Company is
developing with Messier-Dowty and one other relatively small

20



Edgar Filing: ALBANY INTERNATIONAL CORP /DE/ - Form 10-K

project, AEC is not participating in the Boeing 787 wave, as AEC started up far too late to participate in the critical development projects. Much
of the short-term AEC growth results from participation on smaller platforms that have already been certified and are in production, like the
Eclipse VLJ. The Engineered Fabrics business is a leading supplier to the nonwovens industry (which includes the manufacture of products such
as diapers, personal care and household wipes and fiberglass-reinforced roofing shingles), the wood and cement-based building products
industry and the pulp industry. In addition, the Engineered Fabrics business and the Industrial Process Belt business, which serves the
corrugator, tannery and textile businesses, merged in 2006 into one organization, with a single management, administrative and sales/service
team. Albany Filtration Technologies focuses on wet and dry filtration applications for process industries such as mining, petrochemical and
power generation. Primal.oft® synthetic down is used in high-end retail home furnishings and performance outerwear applications. Each of
these technologies is grounded in the Company s core competencies in advanced textiles and materials, structures and coatings.

Albany Door Systems provides high-performance door solutions to industrial and commercial customers. The doors are designed for
applications in which frequent use requires fast opening and closing. Rapid Roll® Doors open and close very fast, can be designed to operate
automatically with traffic, and have automatic breakaway and reset ability to limit impact damage. The Company has manufacturing locations in
Germany, the United States, Australia, and China. Albany Door Systems also provides aftermarket service and support for high-performance and
other dock and door products from 16 sales and service centers located in Europe and Australia.

The Company employs approximately 1,250 people in the sales and technical functions combined, many of whom have engineering degrees or
paper mill experience. The Company s market leadership position reflects the Company s commitment to technological innovation.

Historically the Company had experienced its highest consolidated quarterly sales levels in the fourth quarter of each fiscal year. Seasonal sales
strength, however, especially in the PMC segment, is now less predictable. Although some businesses within the Applied Technologies segment
are influenced by seasonality, the sales growth in the last few years overshadows any cyclical trends. The Albany Door Systems segment
typically experiences its highest sales in the fourth quarter of the year.

The Company does not have any customers that individually account for more than 10% of consolidated net sales. The Company s order backlog
at December 31, 2007, was $547.8 million, an increase of 4.4% from the prior year-end. Excluding the effect of changes in currency translation
rates, backlog decreased approximately 1.5% in comparison to December 31, 2006. The December 31, 2007 backlog by segment was $451.2
million in PMC, $62.5 million in Applied Technologies, and $11.2 million in Albany Doors. The backlog as of December 31, 2007 is generally
expected to be invoiced during the next 12 months.

Research and Development

The Company invests in research, new product development, and technical analysis with the objectives of maintaining its technological
leadership in the paper machine clothing industry and supporting growth in the Applied Technologies segment. While much research activity
supports existing products, the Company also engages in research for new products and product enhancements. New product research has
focused primarily on more sophisticated paper machine clothing and engineered fabrics and has resulted in a stream of new products and
enhancements such as ULTRAPLANE, HYDROCROSS, SPEEDPLANE, AEROPULSE and EVM BELTS.

Product engineering and research and development expenses totaled $35.9 million in 2007 (3% of net sales), $31.7 million in 2006, and $28.1
million in 2005. In addition, the Company spent $32.4 million in 2007 (3% of net sales), $32.9 million in 2006, and $30.7 million in 2005 on
technical expenditures that are focused on design, quality assurance, and customer support.

The Company conducts its major research at its operations in Mansfield, Massachusetts; Sélestat, France; Halmstad, Sweden; and Rochester,
New Hampshire. Additionally, the Company conducts process and product design development activities at manufacturing locations in

Goppingen, Germany; Albany, New York; and Menasha, Wisconsin.

The Company holds a number of patents, trademarks, trade-names, and licenses. There are no individual patents that are critical to the
continuation of the Company s business. All brand names and product names are trade-
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names of Albany International Corp. or its subsidiaries. The Company has from time to time licensed some of its patents to one or more
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competitors, and has been licensed under some competitors patents, in each case mainly to enhance customer acceptance of new products. The
revenue from such licenses is less than 1% of consolidated net sales.

Raw Materials and Inventory

Primary raw materials for the Company s products are synthetic fibers and polymer monofilaments, which have generally been available from a
number of suppliers. The Company, therefore, has not needed to maintain raw material inventories in excess of its current needs to assure
availability. In addition, the Company manufactures polymer monofilaments, a basic raw material for all types of paper machine clothing, at its
facility in Homer, New York, which supplies approximately 45% of its worldwide monofilament requirements. This manufacturing enhances the
ability of the Company to develop proprietary products and helps balance the total supply requirements for monofilaments. Polymer
monofilaments are petroleum-based products and are therefore sensitive to changes in the price of petroleum and petroleum intermediates.

Competition

The paper machine clothing business includes several companies that compete in all global markets, along with a number of companies that
compete primarily on a regional basis. In the paper machine clothing market, the Company believes that it had a worldwide market share of
approximately 29% in 2007, while the largest competitors each had a market share of approximately half of the Company s. Market shares vary
depending on the country and the type of paper machine clothing produced.

While some competitors in the paper machine clothing industry tend to compete more on the basis of price, and others attempt to compete more
on the basis of technology, both are significant competitive factors in this industry. The Company, like its competitors, provides diverse services
to customers through its sales and technical service personnel, including (1) consulting on performance of the paper machine, (2) consulting on
paper machine configurations, both new and rebuilt, (3) selection and custom manufacture of the appropriate paper machine clothing, and (4)
storing fabrics for delivery to the user.

For some of the businesses within the Applied Technologies segment, the competitive dynamics are very similar to the paper machine clothing
industry. In other product lines, such as Albany Engineered Composites and PrimaLoft®, competitive success is heavily dependent upon
contractual relationships with customers.

The Albany Door Systems segment derives approximately two-thirds of its net sales from the sale of high-performance doors, and the remainder
from aftermarket service and support. Competition for sales of high-performance doors is based on product performance and price, while
competitive factors in the aftermarket business include technical service ability and proximity to the customer.

Employees

The Company employs approximately 6,100 persons, of whom approximately 69% are engaged in manufacturing the Company s products.
Wages and benefits are competitive with those of other manufacturers in the geographic areas in which the Company s facilities are located. In
general, the Company considers its relations with its employees to be excellent.

Executive Officers of Company

The following table sets forth certain information with respect to the executive officers of the Company as of February 29, 2008:

Name Age Position
Joseph G. Morone 54 President and Chief Executive Officer
Michael C. Nahl 65 Executive Vice President and Chief Financial Officer
Daniel A. Halftermeyer 46 Group Vice President PMC Europe
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Name Age Position
Michael J. Joyce 44 Group Vice President PMC Americas
David B. Madden 51 Group Vice President PMC Asia and Pacific
Ralph M. Polumbo 56 Senior Vice President Human Resources
Richard A. Carlstrom 64 Vice President  Controller
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Name Age Position

Robert A. Hansen 50  Vice President Corporate Research and Development

Charles J. Silva, Jr. 48 Vice President  General Counsel and Secretary

Dawne H. Wimbrow 50 Vice President ~ Global Information Services and Chief Information
Officer

Christopher J. Connally 55 Corporate Treasurer

Joseph M. Gaug 44 Associate General Counsel and Assistant Secretary

Joseph G. Morone joined the Company in 2005. He has served the Company as President and Chief Executive Officer since January 1, 2006,
and President since August 1, 2005. He has been a director of the Company since 1996. From 1997 to July 2005, he served as President of
Bentley College in Waltham, Massachusetts. Prior to joining Bentley, he served as the Dean of the Lally School of Management and Technology
at Rensselaer Polytechnic Institute, where he also held the Andersen Consulting Professorship of Management. He currently serves as a director
of Transworld Entertainment Corporation.

Michael C. Nahl joined the Company in 1981. He has served the Company as Executive Vice President since March 1, 2005, and Chief
Financial Officer since 1983. He served as Senior Vice President from 1983 to March 1, 2005, and prior to 1983 as Group Vice President. From
1965 to 1979 he served in marketing, financial, logistical, analytical, and management positions for the Exxon Corporation, and from 1979 to
1981 he was with General Refractories Corporation as Director of Strategic Planning and Vice President and Chief Financial Officer. He is a
Director of GrafTech International Ltd. and of Lindsay Corporation.

Daniel A. Halftermeyer joined the Company in 1987. He has served the Company as Group Vice President PMC Europe since March 1, 2005,
Vice President and General Manager North American Dryer Fabrics from 1997 to March 1, 2005, and Technical Director ~Dryer Fabrics from
1993 to 1997. He held various technical and management positions in St. Stephen, South Carolina, and Sélestat, France, from 1987 to 1993.

Michael J. Joyce joined the Company in 1987. He has served as Group Vice President PMC Americas since March 1, 2007, Vice President
Sales and Marketing PMC Americas from March 1, 2005 to March 1, 2007, Vice President Marketing and Application North American Press
Fabrics from July 1, 2003 to March 1, 2005, and Vice President Marketing Geschmay Corporate from 2002 to 2003. He held various sales,
marketing, technical, and management positions in Kalamazoo, Michigan; Albany, New York; and Greenville, South Carolina, from 1987 to
2002.

David B. Madden joined the Company in 1992. He has served the Company as Group Vice President Asia and Pacific since April 1, 2006, Vice
President and General Manager  Global Process Belts from 2003 to 2006, Vice President =~ Global Process Belts and Corporate Engineering from
1999 to 2003, and various marketing positions for North America Dryer Fabrics and Global Process Belts from 1992 to 1999. Prior to joining
the Company he was with Willamette Industries.

Ralph M. Polumbo joined the Company in 2006. He has served the Company as Senior Vice President Human Resources since April 3, 2006.
From 2004 to April 2006 he served as Head of Human Capital for Deephaven Capital Management. From 1999 to 2004, he served as Vice
President Human Resources and Business Integration for MedSource Technologies. Prior to MedSource, he held the positions of Vice President

Integration, and Vice President Human Resources for Rubbermaid. From 1974 to 1994, he held various management and executive positions
for The Stanley Works.

Richard A. Carlstrom joined the Company in 1972. He has served the Company as Vice President ~ Controller since 1993, Controller since 1980,
and Controller of a U.S. division from 1975 to 1980.

Robert A. Hansen joined the Company in 1981. He has served the Company as Vice President Corporate Research and Development since April
2006. He previously served the Company as Director of Technical and Marketing Europe Press Fabrics from 2004. From 2000 to 2004, he

served as the Technical Director Press
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Fabrics, Goppingen, Germany. Previously he had the position of Technical Director in Dieren, The Netherlands, and had also held technical
management and research and development positions in the Company s Jarvenpéd, Finland and Albany, New York facilities.
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Charles J. Silva, Jr. joined the Company in 1994. He has served the Company as Vice President General Counsel and Secretary since 2002 and
as Assistant Secretary since 1996. He served as Assistant General Counsel from 1994 until 2002. Prior to 1994, he was an associate with Cleary,
Gottlieb, Steen and Hamilton, an international law firm with headquarters in New York City.

Dawne H. Wimbrow joined the Company in 1993. She has served the Company as Vice President Global Information Services and Chief
Information Officer since September 2005. She previously served the Company in various management positions in the Global Information
Systems organization. From 1980 to 1993, she worked as a consultant supporting the design, development, and implementation of computer
systems for various textile, real estate, insurance, and law firms.

Christopher J. Connally joined the Company in 1981. He has served the Company as Corporate Treasurer since August 2005, and as Financial
Director, Europe from 2000 until 2005. Prior to 2000, he served as Controller of several of the Company s business units in the United States and
Europe.

Joseph M. Gaug joined the Company in 2004. He has served the Company as Associate General Counsel since 2004 and as Assistant Secretary
since 2006. Prior to 2004, he was a principal with McNamee, Lochner, Titus & Williams, P.C., a law firm located in Albany, New York.

The Company is incorporated under the laws of the State of Delaware and is the successor to a New York corporation originally incorporated in
1895, which was merged into the Company in August 1987 solely for the purpose of changing the domicile of the corporation. Upon such
merger, each outstanding share of common stock of the predecessor New York corporation was changed into one share of Class B Common
Stock of the Company. References to the Company that relate to any time prior to the August 1987 merger should be understood to refer to the
predecessor New York corporation.

The Company s Corporate Governance Guidelines, Business Ethics Policy, and Code of Ethics for the Chief Executive Officer, Chief Financial
Officer, and Controller, and the charters of the Audit, Compensation, and Governance Committees of the Board of Directors are available at the
Corporate Governance section of the Registrant s website (www.albint.com). Stockholders may obtain a copy of any of these documents, without
charge, from the Company s Investor Relations Department. The Company s Investor Relations Department may be contacted at:

Investor Relations Department
Albany International Corp.

Post Office Box 1907

Albany, New York 12201-1907
Telephone: (518) 445-2242

Fax: (518) 445-2265

E-mail: investor.relations @albint.com

The Company s current reports on Form 8-K, quarterly reports on Form 10-Q, and annual reports on Form 10-K are electronically filed with the
Securities and Exchange Commission (SEC), and all such reports and amendments to such reports filed subsequent to November 15, 2002, have
been and will be made available, free of charge, through the Company s website (www.albint.com) as soon as reasonably practicable after such
filing. The public may read and copy any materials filed by the Company with the SEC at the SEC s Public Reference Room at 450 Fifth Street,
NW, Washington, D.C. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC maintains a website (www.sec.gov) that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC.

The Company submitted to the New York Stock Exchange the certification required pursuant to Section 303A.12(a) of the Exchange s Corporate
Governance Rules in May 2006. The Company submitted to NYSE Area Equities, Inc. (formerly the Pacific Stock Exchange) a similar
certification required pursuant to the governance
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policies of the Pacific Stock Exchange in June 2006. The Company also filed the certifications required by SEC Rule 13a-14(a) as exhibits to its
Annual Report on Form 10-K for the year ended December 31, 2006.

Item 1A. RISK FACTORS
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The Company s business, operations, and financial condition are subject to various risks. Some of these risks are described below and in the
documents incorporated by reference, and investors should take these risks into account in evaluating any investment decision involving the
Company. This section does not describe all risks applicable to the Company, its industry or business, and it is intended only as a summary of
certain material factors.

Risks relating to the Company s business and industry
There are a number of factors inhibiting growth in the industry in which the Company s Paper Machine Clothing segment competes

Significant consolidation and rationalization in the paper industry in recent years reduced global consumption of paper machine clothing.
Management anticipates consolidation and rationalization, and the resulting downward pressure on PMC revenues, to continue in the near term.
At the same time, technological advances in paper machine clothing, while contributing to the papermaking efficiency of customers, have in
some cases lengthened the useful life of the Company s products and reduced the number of pieces required to produce the same volume of
paper. These factors are resulting in a steady decline in the number of pieces of paper machine clothing, while the average PMC fabric size is
increasing. The net effect of these trends is that the specific volume of paper machine clothing consumption (measured in kilograms or square
meters) has been increasing at a rate of approximately 1% per year over the past several years. The Company s strategy for dealing with these
trends is to strengthen its market share in the mature markets of North America and Europe, while positioning itself to expand in the rapidly
growing markets of Asia and South America. In addition, management continues to pursue cost-saving and process improvement opportunities
to further improve operating efficiency. If, however, these strategies are not successful in overcoming these trends in future periods, or if the
Company fails to develop other successful strategies to address them, the Company s net sales and operating income could be adversely affected.

Competitive pricing in the PMC industry has and could continue to have an adverse effect on the Company s net sales and operating income

During 2006 and 2007, the market for paper machine clothing in Europe was characterized by increased price competition which negatively
affected the Company s net sales and operating results. The Company expects price competition to remain intense in all PMC markets, especially
during periods of customer consolidation and plant closures. The Company s strategy for dealing with this risk is to continue to focus on
providing solutions for customers through new products and services, and to restructure its operations, improve its processes and reduce costs
within this segment. In 2006, the Company reorganized its PMC research and product development function and priorities, thereby enhancing its
ability to provide more added-value products to market faster. Also in 2006, the Company initiated an intense program of manufacturing
restructuring, cost-saving and process improvement initiatives, combined with investments in new capacity in Asia and Latin America, to reduce
costs, improve operating efficiency, and further align production capacity to match shifting global demand. While the Company is hopeful that
this strategy will overcome the negative impact of this risk on revenues and operating income within this segment, the Company may not
succeed as hoped, which could have an adverse impact on profitability.

Failure to remain competitive in the industry in which the Company s Paper Machine Clothing segment does business could adversely
affect the Company s business, financial condition, and results of operations

The industry in which the Company s Paper Machine Clothing segment does business is very competitive. The Company s Paper Machine
Clothing segment accounted for 69.9%, 72.9%, and 74.9% of the Company s consolidated net sales in 2007, 2006, and 2005, respectively. While
some competitors in this industry tend to compete more on the basis of price, and others attempt to compete more on the basis of technology,
both are significant competitive factors in this industry. The Company is focusing on continuous improvement in the technical performance of
the Company s products and services in order to deliver greater value to customers than

25
L]

the Company s competitors. At the same time, the Company is undergoing a comprehensive restructuring to achieve fundamentally lower costs.
During the past three years, the Company has spent an average of 3% of the Company s consolidated net sales on product engineering and
research and development, and the Company expects to spend similar amounts in future periods. Failure to maintain or increase the technical
performance of the Company s products in future periods, or to maintain or increase the overall product and service value delivered to customers,
could have a material adverse effect on the Company s business, financial condition, and results of operations.

One of the Company s competitors in the Paper Machine Clothing segment has the capability to make and sell paper machines and
papermaking equipment as well as other engineered fabrics

While customers historically have viewed the purchase of paper machine clothing and the purchase of paper machines as separate purchasing
decisions, the ability to coordinate research and development efforts, and to market machines and fabrics together could be perceived as
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providing a competitive advantage. This underscores the importance of the Company s ability to maintain the technical competitiveness and
value of the Company s products, and a real or perceived failure to do so could have a material adverse effect on the Company s business,
financial condition, and results of operations. Moreover, the Company cannot predict how the nature of competition in this segment may
continue to evolve as a result of further consolidation among the Company s competitors, or consolidation involving the Company s competitors
and other suppliers to the Company s customers.

The loss of a few major customers could have a material adverse effect on the Company s business, financial condition, and results of
operations

While supply agreements with terms of more than a year are not uncommon in the industry in which the Company s Paper Machine Clothing
segment does business, they do not typically obligate the customer to purchase any products. Therefore, it is common for competitors in this
industry to approach customers, offering new products, lower prices, or both, in an attempt to displace the current supplier or suppliers. In
addition, a production disruption at one of the Company s customers in a particular country or region, due to work stoppages, lack of raw
materials, or other factors, could have a negative impact on net sales in the Company s Paper Machine Clothing segment. While no individual
customer accounted for more than 10% of consolidated net sales during 2007, the loss of a few major customers, or a substantial decrease in
such customers purchases from the Company, could have a material adverse effect on the Company s business, financial condition, and results of
operations.

The Company s current and future capital expenditures and other expenses may not provide the benefit of return on investment

In January 2006, the Company announced a major strategic investment program for paper machine clothing growth that included the
construction of a new paper machine clothing manufacturing facility in China, additional forming fabric capacity in Korea and Brazil, and
additional dryer fabric capacity in the Company s existing plant in Panyu, China. The new facility in China will serve as the headquarters of the
Company s Pacific Business Corridor and will initially house world-class manufacturing operations for press fabrics.

The past several years have seen the closure of paper mills in North America and Europe, while new papermaking capacity has been added in
Asia and Latin America. During this same period, the Company closed and consolidated manufacturing facilities in North America and Europe.
The Company expects to continue to make investments in regions of the world, including Asia and Latin America, where the Company
anticipates growth. The Company had capital expenditures of $149.2 million, $84.5 million, and $43.3 million in 2007, 2006, and 2005,
respectively.

The Company may not be successful in achieving any of the benefits it hopes to gain from these investments. If the Company is not successful,
it could have a negative impact on the Company s growth strategy, financial condition, and results of operations.
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In addition to the general risks that the Company already faces outside the U.S., the Company is conducting a greater part of its
manufacturing operations in emerging markets in the future, which could involve many uncertainties for the Company

As part of the Company s growth strategy, the Company plans to continue to expand its operations, particularly in Asia. The Company currently
has manufacturing facilities operations outside the U.S. In 2007, 65.3% of consolidated net sales were generated by the Company s non-U.S.
subsidiaries. Operations outside of the U.S. are subject to a number of risks and uncertainties, including risks that governments may impose
limitations on the Company s ability to repatriate funds; governments may impose withholding or other taxes on remittances and other payments
to the Company, or the amount of any such taxes may increase; an outbreak or escalation of any insurrection or armed conflict may occur;
governments may seek to nationalize the Company s assets; or governments may impose or increase investment barriers or other restrictions
affecting the Company s business. In addition, emerging markets pose other uncertainties, including the protection of the Company s intellectual
property, pressure on the pricing of the Company s products, and risks of political instability. The occurrence of any of these conditions could
disrupt the Company s business or prevent it from conducting business in particular countries or regions of the world.

A fundamental change in the papermaking process could reduce demand for paper machine clothing

The basic papermaking process, while it has undergone dramatic increases in efficiency and speed, has always relied on paper machine clothing.
In the event that a paper machine builder or other person were able to develop a commercially viable manner of paper manufacture that did not
require paper machine clothing, sales of the Company s products in this segment could be expected to decline significantly.

Conditions in the paper industry have required and could further require, the Company to reorganize its operations, which could result in
significant expense and could pose risks to the Company s operations
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The Company is engaged in significant restructuring of the global operations of the Company s Paper Machine Clothing segment, including the
closing of a number of manufacturing facilities in the United States and Europe. Restructuring activities have included a continuing effort to
match the Company s manufacturing capacity to shifting global demand and also changes in the Company s administrative processes to improve
efficiency. Future shifting of customer demand, the need to reduce costs to increase or even maintain profitability, or other factors could cause
the Company to determine in the future that additional restructuring steps are required. The Company may also need to incur additional costs in
the future if the Company needs to add employees following any such restructuring.

Restructuring involves risks such as employee work stoppages, slowdowns, or strikes, which can threaten uninterrupted production, maintenance
of high product quality, meeting of customers delivery deadlines and maintenance of administrative processes. Increases in output in remaining
manufacturing operations can likewise impose stress on these remaining facilities as they undertake the manufacture of greater volume and, in
some cases, a greater variety of products. Competitors can be quick to attempt to exploit these situations. Although the Company considers these
risks, plans each step of the process carefully, and works to reassure customers who could be affected by any such matters that their
requirements will continue to be met, the Company could lose customers and associated revenues if the Company fails to plan properly or if the
foregoing tactics are ineffective.

The Company may incur substantially more debt, which could restrict the Company s ability to pay dividends or make other distributions,
among other restrictions

The Company may incur a substantial amount of additional indebtedness in the future. As of December 31, 2007, the Company had borrowed
$116 million under its $460 million credit facility. Under this facility, the Company must maintain a leverage ratio (as defined in the agreement)
of not greater than 3.50 to 1.00, and an interest coverage ratio (as defined in the agreement) of at least 3.00 to 1.00. As of December 31, 2007,
the Company s leverage ratio was 2.49 to 1.00 and its interest coverage ratio was 8.60 to 1.00. The Company may not purchase its Class A
common stock or pay dividends unless the Company s leverage ratio remains at or below 3.50 to 1.00 and may not make acquisitions if the
Company s leverage ratio would exceed 3.50 to 1.00 after giving pro forma
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effect to the acquisition. Based on the maximum leverage ratio permitted under these facilities, and the Company s consolidated EBITDA (as
defined in the agreement) for 2007, the Company currently could incur an additional $147 million of indebtedness.

Any additional indebtedness incurred could increase the risks associated with substantial leverage. These risks include limiting the Company s
ability to make acquisitions or capital expenditures to grow the Company s business, limiting the Company s ability to withstand business and
economic downturns, limiting the Company s ability to invest the Company s operating cash flow in the Company s business, and limiting the
Company s ability to pay dividends. In addition, any such indebtedness could contain terms that are more restrictive than the Company s current
facilities.

There can be no assurance that the growth in sales in the Applied Technologies segment will be continued

The Applied Technologies segment has experienced significant growth in net sales during the last few years, due both to the introduction of new
products and growth in demand and application for previously existing products. While the Company continues to make investments to grow the
Applied Technologies segment, there can be no assurance that the growth in sales enjoyed during the last few years will continue.

The long-term growth prospects for the Engineered Composites business is highly dependent upon the Company s ability to secure new
development contracts with major aerospace companies, and to perform well in the contracts that are secured.

The Company may not be able to successfully integrate acquisitions into the Company s operations and/or the expected benefits of such
acquisitions may not be realized

The Company s growth strategy, particularly in the Applied Technologies and Albany Doors segments, may involve the acquisition of one or
more businesses. Any such acquisition could involve numerous risks, which may include difficulty in assimilating the operations, technologies,
products, and key employees of the acquired businesses; the Company s inability to maintain the existing customers of the acquired businesses or
succeed in selling the products or services of the acquired businesses to the Company s existing customers; a diversion of management s attention
from other business concerns; the Company s entry into markets in which competitors have a better-established market position than the
businesses the Company acquires; the incurrence of significant expenses in completing the acquisitions; and the assumption of significant
liabilities, some of which may be unknown at the time of the acquisitions. The Company s inability to integrate acquired businesses successfully
could have an adverse effect on the Company s business, financial condition, and results of operations.
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Failure to retain and recruit qualified technical personnel may hinder the Company s growth

The Company competes for qualified personnel in all of its business segments, and in each region of the world. The Company s continued
success in developing technological improvements and new applications of its products depends on the Company s ability to recruit and retain
highly skilled employees. If the Company is unable to attract and retain qualified technical personnel with adequate skills and expertise, the
Company s growth may be hindered and the Company s development programs may be delayed or aborted.

Sales in the Company s Albany Door Systems segment depend on capital expenditures of its customers, which may cause the segment to be
more vulnerable to economic downturns

The Albany Door Systems segment derives most of its revenue from the sale of high-performance doors, particularly to customers in Europe.
The purchase of these doors is normally a capital expenditure item for customers and, as such, market opportunities tend to fluctuate with
industrial capital spending. If economic conditions were to weaken, customers may reduce levels of capital expenditures, which could have a
negative effect on sales and earnings in the Albany Door Systems segment. Additionally, the large amount of revenue derived from sales and
manufacturing outside the United States could cause the reported financial results for the Albany Door Systems segment to be more sensitive to
changes in currency rates than the other segments of the Company.
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The Company may experience supply constraints due to the Company s reliance on a limited number of suppliers

The Company has relied on a number of suppliers of polymer fiber and monofilaments, key raw materials that the Company uses in the
manufacture of paper machine clothing. For the Company s European production facilities, the Company purchases most of its monofilament
from third parties. For the Company s North American and Asian production facilities, the Company currently produces a significant portion of
the Company s own monofilament needs. While the Company has always been able to meet its raw material needs in the past, the limited number
of producers of polymer monofilaments creates the potential for disruption in supply. In addition, if the Company s own monofilament
production facility were to shut down or cease production for any reason, including due to natural disaster, labor problems, or otherwise, there is
no guarantee that the Company would be able to replace any shortfall. Lack of supply, delivery delays, or quality problems relating to supplied
raw materials could harm the Company s production capacity and make it difficult to supply the Company s customers with products on time,
which could have a negative impact on the Company s business, financial condition, and results of operations.

The Company is exposed to the risk of increased costs because of higher petroleum and energy prices

Polymer monofilaments are ultimately petroleum-based. In recent years, prices for petroleum, petroleum intermediates, and energy have
increased significantly. This increase has led to a corresponding increase in the Company s materials costs. Other market forces that influence the
cost and availability of intermediates (such as demand and capacity for applications that have the same basic components, such as benzyne or
caprolactam; capacity problems in refineries; natural disasters; etc.) are not controlled by the Company. Future increases or sustained high prices
for petroleum and/or petroleum intermediates could lead to additional increases in or sustained high levels of material costs, which could have a
material adverse effect on the Company s results of operations.

The Company must successfully maintain and/or upgrade its information technology systems

The Company relies on various information technology systems to manage its operations. The Company is currently implementing
modifications and upgrades to its systems, including replacing legacy systems with successor systems, making changes to legacy systems, and
acquiring new systems with new functionality. For example, the Company began its implementation of the SAP enterprise resource planning
system in the fourth quarter of 2006. This implementation subjects the Company to inherent costs and risks associated with replacing and
changing these systems, including impairment of the Company s ability to fulfill customer orders, potential disruption of the internal control
structure, substantial capital expenditures, demands on management time and other risks of delays or difficulties in transitioning to new systems.
These systems implementations may not result in productivity improvements at a level that outweighs the costs of implementation, or at all. Any
information technology system disruptions, if not anticipated and appropriately mitigated, could have an adverse effect on the Company s
business and operations.

Fluctuations in currency exchange rates could adversely affect the Company s business, financial condition, and results of operations

The Company operates in many geographic regions of the world, and more than half of the Company s business is in countries outside the United
States. A substantial portion of the Company s sales is denominated in euros or other foreign currencies. As a result, changes in the relative
values of U.S. dollars, euros and such other currencies impact reported net sales and operating income. If the value of the euro or other
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currencies were to decline relative to the U.S. dollar, the Company s reported net sales and operating income could decline. In some locations,
the profitability of transactions is affected by the fact that sales are denominated in a currency different from the currency in which the costs to
manufacture and distribute the products are denominated. These sales are typically denominated in U.S. dollars while the manufacturing costs
are based mainly on currencies that have in the past strengthened, and may in the future strengthen, against the U.S. dollar. While the Company
may enter into foreign currency or other derivative contracts from time to time in order to mitigate volatility in the Company s earnings that can
be caused by changes in currency exchange rates, these mitigation measures may not be effective.
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The Company has been named as defendant in suits relating to the actual or alleged exposure to asbestos-containing products

As of February 1, 2008, the Company and certain of the Company s subsidiaries were defending against 18,789 asbestos-related claims in
various courts in the United States. The Company s subsidiary, Brandon Drying Fabrics, Inc., is also a separate defendant with respect to 8,741 of
these claims as of February 1, 2009. The Company anticipates that additional claims will be filed against the Company and Brandon in the future
but is unable to predict the number and timing of such future claims. While, based on information currently known, the Company does not
currently anticipate any material adverse effect relating to the resolution of these asbestos claims in excess of currently existing insurance limits,
litigation is inherently uncertain, particularly when the outcome is dependent primarily on determinations of factual matters to be made by juries.
Numerous other defendants in asbestos cases, as well as others who claim to have knowledge and expertise on the subject, have found it difficult
to anticipate the outcome of asbestos litigation, the volume of future asbestos claims, and the anticipated settlement or judgment values of those
claims.

Nevertheless, the Company has approximately $130 million in confirmed insurance coverage that should be available with respect to current and
future asbestos claims, as well as additional insurance coverage that it should be able to access. The Company s insurance carrier paid 99% of the
Company s settlement costs to date and a comparable percentage of the Company s legal costs under a standard reservation of rights.

There can be no assurance that current confirmed coverage will be sufficient for all claims to which the Company or Brandon may be subject, or
that the Company s or Brandon s insurance carriers will not in the future attempt to deny coverage for some or all pending and future asbestos
claims. In such an event, the Company might be required to sue the carriers in order to establish coverage, and there can be no assurance that the
Company would prevail in such a suit. In addition, with respect to those cases in which the Company has been named a successor-in-interest to
Mt. Vernon Mills, Mt. Vernon has to date assumed the defense of these claims. In the future, Mt. Vernon Mills may decide to cease defending
these claims or be financially unable to do so. For each of these reasons, there can be no assurance that asbestos litigation will not ultimately
have an adverse impact on the Company s business, financial condition, or results of operations.

Economic conditions affecting the Company or its customers could adversely affect the Company s net income and cash flows

Demand for the Company s products could be adversely affected by a broad decline in general economic or business conditions. Furthermore, the
Company derives a significant portion of its operating income from its PMC operations in North America and Western Europe. If weakening
economic conditions impacted the operations of the Company s customers, especially in those regions, there could be an, adverse impact on the
Company s financial position, results of operations and cash flows.

A substantial portion of the Company s assets includes goodwill, and impairment in the value of the Company s goodwill could adversely
affect the Company s assets and net income

As of December 31, 2007, goodwill represented 12.7% of the Company s total assets. The Company reviews goodwill and other long-lived assets
for impairment whenever events such as significant changes in the business climate, plant closures, changes in product offerings, or other
circumstances indicate that the carrying value may not be recoverable. The Company performs a test for goodwill impairment at least annually,
in the second quarter of each year. If the Company is required to record an impairment charge, it will have the effect of decreasing the
Company s earnings (or increasing the Company s losses), and the Company s stock price may decline as a result.

Changes in assumptions used to estimate the Company s pension and postretirement benefit costs and liabilities could adversely affect the
Company s liabilities and net income

The Company has pension and postretirement benefit costs and liabilities that are developed from actuarial valuations. Inherent in these
valuations are key assumptions, including discount rates and expected return on plan assets, which are updated on an annual basis. The Company
is required to consider current market conditions, including changes in interest rates, in making these assumptions. Changes in the related
pension and postretirement
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benefit costs or credits may occur in the future due to changes in the assumptions. The amount of annual pension plan funding and annual
expense is subject to many variables, including the investment return on pension plan assets and interest rates. Weakness in investment returns
and low interest rates could result in the need to make greater pension plan contributions in future years.

The Company s insurance coverage may be inadequate to cover other significant risk exposures.

In addition to asbestos-related claims, the Company may be exposed to other liabilities related to the products and services we provide. A small
part of the Applied Technologies business segment relates to designing, developing, and manufacturing components for commercial jet aircraft
and defense and technology systems and products. The Company expects this portion of the business to grow in future periods. While the
Company maintains insurance for the risks associated with this business, there can be no assurance that the amount of our insurance coverage
will be adequate to cover all claims or liabilities. In addition, there can be no assurance that insurance coverage will continue to be available to
the Company in the future at a cost that is acceptable. Any material liability not covered by insurance could have a material adverse effect on the
Company s business, financial condition and results of operations.

Item 1B. UNRESOLVED STAFF COMMENTS
None.
Item 2. PROPERTIES

The Company s principal manufacturing facilities are located in Australia, Brazil, Canada, China, Finland, France, Germany, Italy, Mexico,
South Korea, Sweden, the United Kingdom, and the United States. The aggregate square footage of the Company s operating facilities in the
United States and Canada is approximately 2,529,000 square feet, of which 2,352,000 square feet are owned and 177,000 square feet are leased.
The Company s facilities located outside the United States and Canada comprise approximately 2,550,000 square feet, of which 2,386,000 square
feet are owned and 164,000 square feet are leased. The Company considers these facilities to be in good condition and suitable for their purpose.
The capacity associated with these facilities is adequate to meet production levels required and anticipated through 2008.

Item 3. LEGAL PROCEEDINGS

Albany International Corp. ( Albany ) is a defendant in suits brought in various courts in the United States by plaintiffs who allege that they have
suffered personal injury as a result of exposure to asbestos-containing products previously manufactured by Albany. Albany produced
asbestos-containing paper machine clothing synthetic dryer fabrics marketed during the period from 1967 to 1976 and used in certain paper
mills. Such fabrics generally had a useful life of three to twelve months.

Albany was defending against 18,789 claims as of February 1, 2008. This compares with 18,791 such claims as of October 19, 2007, 18,813
claims as of July 27, 2007, 19,120 claims as of April 27, 2007, 19,388 claims as of February 16, 2007, 19,416 claims as of December 31, 2006,
19,283 claims as of October 27, 2006, 24,451 claims as of December 31, 2005, 29,411 claims as of December 31, 2004, 28,838 claims as of
December 31, 2003, 22,593 claims as of December 31, 2002, 7,347 claims as of December 31, 2001, 1,997 claims as of December 31, 2000, and
2,276 claims as of December 31, 1999. These suits allege a variety of lung and other diseases based on alleged exposure to products previously
manufactured by Albany.

Albany anticipates that additional claims will be filed against it and related companies in the future, but is unable to predict the number and
timing of such future claims. These suits typically involve claims against from twenty to more than two hundred defendants, and the complaints
usually fail to identify the plaintiffs work history or the nature of the plaintiffs alleged exposure to Albany s products. Pleadings and discovery
responses in those cases in which work histories have been provided indicate claimants with paper mill exposure in less than 10% of total claims
reported, and only a portion of those claimants have alleged time spent in a paper mill to which Albany is believed to have supplied
asbestos-containing products.

As of February 1, 2008, approximately 12,611 of the claims pending against Albany are pending in Mississippi. Of these, approximately 12,031
are in federal court, at the multidistrict litigation panel ( MDL ), either through
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removal or original jurisdiction. (In addition to the 12,031 Mississippi claims pending against the Company at the MDL, there are approximately
850 claims pending against the Company at the MDL removed from various United States District Courts in other states.)

Previously, the MDL s practice had been to place all nonmalignant claims on an inactive docket until such time as the plaintiff developed a
malignant disease. The MDL would also administratively dismiss, without prejudice, the claims of plaintiffs resulting from mass-screenings who
had not otherwise demonstrated that they suffered from an asbestos-related disease. Because the court continued to exercise jurisdiction over
these claims, it would allow the claims to be reinstated following the diagnosis of an asbestos-related disease. Any such administratively
dismissed claims are included in the total number of pending claims reported.

On May 31, 2007, the MDL issued a new administrative order that required each plaintiff to provide detailed information regarding, among
other things, alleged asbestos-related medical diagnoses. The order does not require exposure information with this initial filing. The first set of
plaintiffs were required to submit their filings with the Court by August 1, 2007, with deadlines for additional sets of plaintiffs monthly
thereafter until December 1, 2007, by which time all plaintiffs were initially required to be compliant. The process remains incomplete, however,
as a number of extensions have been requested and granted. The order states that the Court may dismiss the claims of any plaintiff who fails to
comply.

Because the order of the MDL does not require the submission of alleged exposure information, the Company cannot predict if any dismissals
will result from these initial filings. The MDL will at some point begin conducting settlement conferences, at which time the plaintiffs will be
required to submit short position statements setting forth exposure information. The Company does not expect the MDL to begin the process of
scheduling the settlement conference for several months. Consequently, the Company believes that the effects of the new order will not be fully
known or realized for some time.

Based on past experience, communications from certain plaintiffs counsel, and the advice of the Company s Mississippi counsel, the Company
expects the percentage of Mississippi claimants able to demonstrate time spent in a paper mill to which Albany supplied asbestos-containing
products during a period in which Albany s asbestos-containing products were in use to be considerably lower than the total number of pending
claims. However, due to the large number of inactive claims pending in the MDL and the lack of alleged exposure information, the Company
does not believe a meaningful estimate can be made regarding the range of possible loss with respect to these remaining claims.

It is the position of Albany and the other paper machine clothing defendants that there was insufficient exposure to asbestos from any paper
machine clothing products to cause asbestos-related injury to any plaintiff. Furthermore, asbestos contained in Albany s synthetic products was
encapsulated in a resin-coated yarn woven into the interior of the fabric, further reducing the likelihood of fiber release. While the Company
believes it has meritorious defenses to these claims, it has settled certain of these cases for amounts it considers reasonable given the facts and
circumstances of each case. The Company s insurer, Liberty Mutual, has defended each case and funded settlements under a standard reservation
of rights. As of February 1, 2008, the Company had resolved, by means of settlement or dismissal, 21,635 claims. The total cost of resolving all
claims was $6,706,000. Of this amount, $6,671,000, or 99%, was paid by the Company s insurance carrier. The Company has approximately
$130 million in confirmed insurance coverage that should be available with respect to current and future asbestos claims, as well as additional
insurance coverage that it should be able to access.

Brandon Drying Fabrics, Inc.

Brandon Drying Fabrics, Inc. ( Brandon ), a subsidiary of Geschmay Corp., which is a subsidiary of the Company, is also a separate defendant in
many of the asbestos cases in which Albany is named as a defendant. Brandon was defending against 8,741 claims as of February 1, 2008. This

is the same amount as last report of October 19, 2007, and compares with 9,023 such claims as of July 27, 2007, 9,089 claims as of April 27,
2007, 9,189 claims as of February 16, 2007, 9,114 claims as of December 31, 2006, 8,992 claims as of October 27, 2006, 9,566 claims as of
December 31, 2005, 9,985 claims as of December 31, 2004, 10,242 claims as of December 31, 2003, 11,802 claims as of December 31, 2002,
8,759 claims as of December 31, 2001, 3,598 claims as of December 31, 2000, and 1,887 claims as of December 31, 1999. The Company
acquired Geschmay Corp., formerly
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known as Wangner Systems Corporation, in 1999. Brandon is a wholly-owned subsidiary of Geschmay Corp. In 1978, Brandon acquired certain
assets from Abney Mills ( Abney ), a South Carolina textile manufacturer. Among the assets acquired by Brandon from Abney were assets of
Abney s wholly-owned subsidiary, Brandon Sales, Inc. which had sold, among other things, dryer fabrics containing asbestos made by its parent,
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Abney. It is believed that Abney ceased production of asbestos-containing fabrics prior to the 1978 transaction. Although Brandon manufactured
and sold dryer fabrics under its own name subsequent to the asset purchase, none of such fabrics contained asbestos. Under the terms of the
Assets Purchase Agreement between Brandon and Abney, Abney agreed to indemnify, defend, and hold Brandon harmless from any actions or
claims on account of products manufactured by Abney and its related corporations prior to the date of the sale, whether or not the product was
sold subsequent to the date of the sale. It appears that Abney has since been dissolved. Nevertheless, a representative of Abney has been notified
of the pendency of these actions and demand has been made that it assume the defense of these actions. Because Brandon did not manufacture
asbestos-containing products, and because it does not believe that it was the legal successor to, or otherwise responsible for obligations of Abney
with respect to products manufactured by Abney, it believes it has strong defenses to the claims that have been asserted against it. In some
instances, plaintiffs have voluntarily dismissed claims against it, while in others it has entered into what it considers to be reasonable settlements.
As of February 1, 2008, Brandon has resolved, by means of settlement or dismissal, 8,825 claims for a total of $152,499. Brandon s insurance
carriers initially agreed to pay 88.2% of the total indemnification and defense costs related to these proceedings, subject to the standard
reservation of rights. The remaining 11.8% of the costs had been borne directly by Brandon. During 2004, Brandon s insurance carriers agreed to
cover 100% of indemnification and defense costs, subject to policy limits and the standard reservation of rights, and to reimburse Brandon for all
indemnity and defense costs paid directly by Brandon related to these proceedings.

Mount Vernon

In some of these asbestos cases, the Company is named both as a direct defendant and as the successor in interest to Mount Vernon Mills ( Mount
Vernon ). The Company acquired certain assets from Mount Vernon in 1993. Certain plaintiffs allege injury caused by asbestos-containing
products alleged to have been sold by Mount Vernon many years prior to this acquisition. Mount Vernon is contractually obligated to indemnify

the Company against any liability arising out of such products. The Company denies any liability for products sold by Mount Vernon prior to the
acquisition of the Mount Vernon assets. Pursuant to its contractual indemnification obligations, Mount Vernon has assumed the defense of these
claims. On this basis, the Company has successfully moved for dismissal in a number of actions.

While the Company does not believe, based on currently available information and for the reasons stated above, that a meaningful estimate of a
range of possible loss can be made with respect to such claims, based on its understanding of the insurance policies available, how settlement
amounts have been allocated to various policies, its recent settlement experience, the absence of any judgments against the Company or
Brandon, the ratio of paper mill claims to total claims filed, and the defenses available, the Company currently does not anticipate any material
liability relating to the resolution of the aforementioned pending proceedings in excess of existing insurance limits. Consequently, the Company
currently does not anticipate, based on currently available information, that the ultimate resolution of the aforementioned proceedings will have
a material adverse effect on the financial position, results of operations or cash flows of the Company. Although the Company cannot predict the
number and timing of future claims, based on the foregoing factors and the trends in claims against it to date, the Company does not anticipate
that additional claims likely to be filed against it in the future will have a material adverse effect on its financial position, results of operations, or
cash flows. The Company is aware that litigation is inherently uncertain, especially when the outcome is dependent primarily on determinations
of factual matters to be made by juries. The Company is also aware that numerous other defendants in asbestos cases, as well as others who
claim to have knowledge and expertise on the subject, have found it difficult to anticipate the outcome of asbestos litigation, the volume of
future asbestos claims, and the anticipated settlement values of those claims. For these reasons, there can be no assurance that the foregoing
conclusions will not change.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
There were no matters submitted during the fourth quarter of 2007 to a vote of security holders.
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PART II
Item 5. MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

The Company s common stock is principally traded on the New York Stock Exchange under the symbol AIN. As of December 31, 2007, there
were approximately 12,500 beneficial owners of the Company s common stock, including employees owning shares through the Company s
401(k) defined contribution plan. The Company s cash dividends and the high and low common stock prices per share were as follows:
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Quarter Ended March 31 June 30 September 30 December 31
2007

Cash dividends per share $ 0.10 $ 0.11 $ 0.11 $ 0.11
Class A Common Stock prices:

High $35.98 $42.42 $42.10 $39.48
Low $32.10 $36.13 $37.23 $34.54
2006

Cash dividends per share $ 0.09 $ 0.10 $ 0.10 $ 0.10
Class A Common Stock prices:

High $38.54 $42.39 $42.41 $34.10
Low $33.69 $36.15 $31.82 $31.20

Restrictions on dividends and other distributions are described in Note 6 of the Consolidated Financial Statements (see Item 8).

Disclosures of securities authorized for issuance under equity compensation plans and the performance graph are included under Item 12 of this
Form 10-K.

In August 2006, the Company announced that the Board of Directors authorized management to purchase up to 2,000,000 additional shares of its
Class A Common Stock. The Board s action authorized management to purchase shares from time to time, in the open market or otherwise,
whenever it believes such purchase to be advantageous to the Company s shareholders, and it is otherwise legally permitted to do so.
Management has made no share purchases under that authorization.
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Item 6. SELECTED FINANCIAL DATA

The following selected historical financial data have been derived from the Consolidated Financial Statements of the Company (see Item 8). The
data should be read in conjunction with those financial statements and Management s Discussion and Analysis of Financial Condition and
Results of Operations (see Item 7).

(in thousands, except per share amounts) 2007 2006 2005 2004 2003

Summary of Operations

Net sales $1,092,977 $1,011,458 $ 978,710 $ 919,802 $ 887,943
Cost of goods sold 711,448 620,149 586,700 557,742 526,757
Restructuring and other (1) 27,625 5,936 54,058 21,751
Operating income 37,449 90,287 115,999 40,504 85,614
Interest expense, net 15,280 9,183 10,583 14,636 15,074
Income before income taxes 20,043 78,325 100,763 12,329 69,878
Income taxes 2,155 20,530 29,420 2,450 15,720
Net income 17,782 58,039 71,852 10,385 54,055
Basic earnings per share 0.60 1.95 2.25 0.32 1.64
Diluted earnings per share 0.60 1.92 2.22 0.31 1.61
Dividends declared per share 0.43 0.39 0.34 0.30 0.250
Weighted average number of shares

outstanding  basic 29,421 29,803 31,921 32,575 32,889
Capital expenditures 149,215 84,452 43,293 57,129 51,849
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(in thousands, except per share amounts) 2007 2006 2005 2004 2003

Financial position

Cash $ 73,305 $ 68,237 $ 72,771 $ 58982 $ 78,822
Cash surrender value of life insurance 43,701 41,197 37,778 34,583 32,399
Property, plant and equipment, net 499,540 397,521 335,446 378,170 370,280
Total assets 1,526,977 1,306,547 1,087,047 1,155,760 1,138,923
Current liabilities 238,570 195,985 175,123 209,218 178,511
Long-term debt 446,433 354,587 162,597 213,615 214,894
Total noncurrent liabilities 688,736 611,437 337,006 395,765 405,757
Total liabilities 927,306 807,422 512,129 604,983 584,268
Shareholders equity (2) 599,671 499,125 574,918 550,777 554,655

1) In 2003, 2004, 2006, and 2007 the Company recorded Restructuring and other charges related to cost reduction initiatives.

2) In 2006, the Company adopted the provisions of FAS No. 158, Employers Accounting for Defined Benefit Pension and Other
Postretirement Plans, which resulted in a $59.6 million increase in pension liabilities and a $41.5 million decrease in shareholders
equity.
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Item 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management s Discussion and Analysis ( MD&A ) is intended to help the reader understand the results of operations and financial
condition of the Company. The MD&A is provided as a supplement to, and should be read in conjunction with, our Consolidated Financial
Statements and the accompanying Notes.

Overview
Albany International Corp. (the Registrant, the Company, or we) and its subsidiaries are engaged in three business segments.

The Paper Machine Clothing segment includes fabrics and belts used in the manufacture of paper and paperboard (PMC or paper machine
clothing). The Company designs, manufactures, and markets paper machine clothing for each section of the paper machine. It manufactures and
sells more paper machine clothing worldwide than any other company. PMC consists of large permeable and non-permeable continuous belts of
custom-designed and custom-manufactured engineered fabrics that are installed on paper machines and carry the paper stock through each stage
of the paper production process. PMC products are consumable products of technologically sophisticated design that utilize polymeric materials
in a complex structure. The design and material composition of PMC can have a considerable effect on the quality of paper products produced
and the efficiency of the paper machines on which it is used. Principal products in the PMC segment include forming, pressing and dryer fabrics,
and process belts. A forming fabric assists in sheet formation and conveys the very dilute sheet through the section. Press fabrics are designed to
carry the sheet through the presses, where water pressed from the sheet is carried through the press nip in the fabric. In the dryer section, dryer
fabrics manage air movement and hold the sheet against heated cylinders to enhance drying. Process belts are used in the press section to
increase dryness and enhance sheet properties, as well as in other sections of the machine to improve runnability and enhance sheet qualities.
The Company s customers in the PMC segment are paper industry companies, some of which operate in multiple regions of the world. The
Company s manufacturing processes and distribution channels for PMC are substantially the same in each region of the world in which it
operates.

The Applied Technologies segment includes the emerging businesses that apply the Company s core competencies in advanced textiles and
materials to other industries, including specialty materials and composite structures for aircraft and other applications (Albany Engineered
Composites); fabrics, wires, and belting products for the nonwovens and pulp industries, and industrial process belts for tannery, textile, and
corrugator applications (Albany Engineered Fabrics); specialty filtration products for wet and dry applications (Albany Filtration Technologies);
and insulation for personal outerwear and home furnishings (PrimaLoft®). No class of similar products or services within this segment
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accounted for 10% or more of the Company s consolidated net sales in any of the past three years.

Albany Door Systems (ADS) designs, manufactures, sells, and services high-speed, high-performance industrial doors worldwide, for a wide
range of interior, exterior, and machine protection industrial applications. Already a high performance door leader, ADS further expanded its
market position in North America with the second-quarter 2007 acquisition of the assets and business of R-Bac Industries, the fastest-growing
high-performance door company in North America, whose product lines are complementary to Albany s. The business segment also derives
revenue from aftermarket sales and service.

Trends

The Company s primary segment, Paper Machine Clothing, accounted for approximately 70% of consolidated revenues during 2007. Paper
machine clothing is purchased primarily by manufacturers of paper and paperboard. According to data published by RISI, Inc., world paper and
paperboard production volumes have grown at an annual rate of approximately 2.6% over the last ten years. Based on data from RISI, demand
for paper is expected to grow approximately 2.9% over the next five years. The paper and paperboard industry has been characterized by an
evolving but essentially stable manufacturing technology based on the wet-forming papermaking process. This process, of which paper machine
clothing is an integral element, requires a very large capital investment. Consequently, management does not believe that a commercially
feasible substitute technology to paper machine
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clothing is likely to be developed and incorporated into the paper production process by paper manufacturers in the foreseeable future. For this
reason, management expects that demand for paper machine clothing will continue into the foreseeable future.

The world paper and paperboard industry tends to be cyclical, with periods of healthy paper prices followed by increases in new capacity, which
then leads to increased production and higher inventories of paper and paperboard, followed by a period of price competition and reduced
profitability among the Company s customers. Although sales of paper machine clothing do not tend to be as cyclical, the Company may
experience somewhat greater demand during periods of increased production and somewhat reduced demand during periods of lesser
production.

The world paper and paperboard industry experienced a significant period of consolidation and rationalization from approximately 2000 through
2004. While significant consolidation among paper and paperboard suppliers slowed after 2004, machine closures, or announcements of
additional machine closures, continued during 2005, 2006 and 2007 in North America as well as Europe. During this period, a number of older,
less efficient machines in areas where significant established capacity existed were closed or were the subject of planned closure
announcements, while at the same time a number of newer, faster and more efficient machines began production or plans for the installation of
such newer machines were announced in areas of growing demand for paper and paperboard (such as Asia and South America). Management
anticipates that this trend is likely to continue in the near term.

At the same time, technological advances in paper machine clothing, while contributing to the papermaking efficiency of customers, have
lengthened the useful life of many of the Company s products and reduced the number of pieces required to produce the same volume of paper.
As the Company introduces new value creating products and services, it is often able to charge higher prices or increase market share in certain
areas as a result of these improvements. However, increased prices and share have not always been sufficient to offset completely a decrease in
the number of fabrics sold.

The factors described above result in a steady decline in the number of pieces of paper machine clothing, while the average fabric size is
increasing. The net effect of these trends is that the specific volume of paper machine clothing consumption (measured in kilograms or square
meters) has been increasing at a rate of approximately 1% per year over the past several years.

During 2006, the Company reported that price competition in Western Europe had an adverse impact on the Company s operating results in this
segment. In the third and fourth quarters of 2006, and in the first two quarters of 2007, sales of paper machine clothing to customers in Western
Europe were significantly lower than the same quarter of the previous year. This also contributed to reduced operating income within this
segment, as well as overall operating income, during those quarters.

The Company s response to that pricing disruption has been to initiate a deliberate, intensive three-year process of restructuring and performance
improvement initiatives. In the mature paper machine clothing markets of North America and Europe, the Company is driving for growth in
market share, while the Company is positioning itself to expand in the rapidly growing markets of Asia and South America. At the same time
that the Company is adjusting its manufacturing footprint to align with these regional markets, management is taking actions to reduce costs
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significantly. Additionally, the Company has reorganized its PMC research and product development function resulting in better ability to bring
value-added products to market faster.

The Applied Technologies segment has experienced significant growth in net sales during the last few years, due both to the introduction of new
products as well as growth in demand and application for previously existing products. Sales in this segment increased 12.7% during 2007 and
14.8% during 2006, excluding the effect of changes in currency translation rates, while operating income declined as the Company ramped-up
manufacturing and engineering in the Engineered Composites business, to meet higher order backlog. The principal challenges and opportunities
in the Engineered Composites business involve managing this growth opportunity.

The Albany Door Systems segment derives most of its revenue from the sale of high-performance doors, particularly to customers in Europe.
The purchase of these doors is normally a capital expenditure item for customers and, as such, market opportunities tend to fluctuate with
industrial capital spending. If economic conditions weaken,
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customers may reduce levels of capital expenditures, which could have a negative effect on sales and earnings in the Albany Door Systems
segment. The large amount of revenue derived from sales and manufacturing outside the United States could cause the reported financial results
for the Albany Door Systems segment to be more sensitive than the other segments of the Company to changes in currency rates.

Foreign Currency

Albany International operates in many geographic regions of the world and has more than half of its business in countries outside the United
States. A substantial portion of the Company s sales are denominated in euros or other currencies. In some locations, the profitability of
transactions is affected by the fact that sales are denominated in a currency different from the currency in which the costs to manufacture and

distribute the products are denominated. As a result, changes in the relative values of U.S. dollars, euros and other currencies affect revenues and
profits as the results are translated into U.S. dollars in the consolidated financial statements.

From time to time, the Company enters into foreign currency or other derivative contracts in order to enhance cash flows or to mitigate volatility
in the financial statements that can be caused by changes in currency exchange rates.

Review of Operations
2007 vs. 2006

Net sales increased to $1,093.0 million in 2007, as compared to $1,011.5 million for 2006. Changes in currency translation rates had the effect of
increasing net sales by $45.5 million. Net sales for 2006 were reduced by $7.6 million related to a change in contract terms with a major
customer. Excluding the effect of that change and the additional effect of changes in currency translation rates, 2007 net sales increased 2.8% as
compared to 2006.

Following is a table of net sales for each business segment and the effect of changes in currency translation rates:

Net sales as reported

December 31,
Percent
change
excluding
contract
Impact of terms
changes in Impact of change
currency change in and
Percent translation contract currency
(in thousands) 2007 2006 change rates terms rate effects
Paper Machine Clothing $ 763,522 $ 737,070 3.6% $26,867 $7,586 1.1%
Applied Technologies 176,503 149,742 17.9% 7,790 12.7%
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Net sales as reported

December 31,
Albany Door Systems 152,952 124,646 22.7% 10,794 14.0%
Total $1,092,977 $1,011,458 8.1% $45,451 $7,586 2.8%

Gross profit was 34.9% in 2007, compared to 38.7% in 2006. The decrease is principally due to costs incurred in 2007 related to performance
improvement initiatives, idle capacity costs at plants being closed, and the effect of the European pricing disruption.

Selling, general, technical and research (STG&R) expenses increased to $316.5 million or 29.0% of net sales in 2007, as compared to $295.1
million or 29.2% of net sales in 2006. The increase includes $15.6 million related to performance improvement initiatives and $14.1 million
related to the effect of changes in currency translation rates.
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Following is a table of operating income by segment:

Years ended

December 31,
(in thousands) 2007 2006
Operating Income
Paper Machine Clothing $ 90,549 $ 130,330
Applied Technologies 14,307 15,299
Albany Door Systems 4,933 5,931
Research expense (23,337) (21,628)
Unallocated expenses (49,003) (39,645)
Operating income $ 37,449 $ 90,287

Beginning in the first quarter of 2007, segment operating income includes expenses associated with product engineering activities, which is
consistent with a change in the Company s internal reporting structure. These expenses were previously included in Research expense.
Additionally, certain other 2006 expenses previously included in Unallocated have been allocated to Paper Machine Clothing and Applied
Technologies to conform to the current year presentation. The following table illustrates the impact on the 2006 and 2005 segment operating
income that resulted from these changes:

Years ended

December 31,
2006 2005
As originally As As originally As

(in thousands) Reported Reclassification Adjusted Reported Reclassification Adjusted
Operating income

Paper Machine Clothing $138,395 $ (8,565) $130,330 $164,986 $(5,256) $159,730
Applied Technologies 17,398 (2,099) 15,299 20,545 (904) 19,641
Albany Door Systems 8,089 (2,158) 5,931 7,579 (1,882) 5,697
Research expense (31,665) 10,037 (21,628) (28,059) 8,042 (20,017)
Unallocated expenses (42,430) 2,785 (39,645) (49,052) (49,052)
Consolidated total $ 90,287 $ $ 90,287 $115,999 $ $115,999
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In the third and fourth quarters of 2006, the Company announced the initial steps in its restructuring and performance improvement plan, which
resulted in costs of $53.9 million in 2007 and $6.4 million in 2006. The restructuring activities are related to an intensive effort to restore
profitability in the short term, and for the long term, lay a sustainable foundation for the Company s cash and grow strategy. The table below
presents the costs by category and operating segment. In order to conform to the current year presentation, $5.9 million of 2006 expense is
included in Restructuring and other, whereas those amounts had been reported in Selling and general expenses in previous financial reports.

Years ended
December 31,

2007 2006
Idle capacity
costs at Performance Performance

Restructuring plants improvement Restructuring improvement
(in thousands) and other closing initiatives Total and other initiatives Total
Operating income effect of:
Paper Machine Clothing $(24,434) $(4,177) $(10,749) $(39,360) $(4,862) $(164) $(5,026)
Applied Technologies (742) (742)
Albany Door Systems 2,164) (1,168) (3,332)
Research (308) (308)
Unallocated (719) (9,404) (10,123) (1,074) (323) (1,397)
Consolidated total $(27,625) $(4,177) $(22,063) $(53,865) $(5,936) $(487) $(6,423)
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Operating income decreased to $37.5 million for 2007, compared to $90.3 million for 2006. The decrease was principally due to costs associated
with restructuring and performance improvement initiatives. Idle capacity costs are included in Cost of goods sold. Costs in 2007 related to
performance improvement initiatives include charges to Cost of goods sold in the amount of $1.9 million for PMC, and $0.6 million for Applied
Technologies. The remainder of the performance improvement costs are included in selling and general expenses.

The Company expects to record a curtailment gain of $1.1 million in the first quarter of 2008 related to restructuring activities. The Company
expects additional restructuring expenses related to actions announced prior to 2008 will not be significant.

Research expense increased $1.7 million or 7.9% in 2007, principally due to higher project expenses and wages. Unallocated expenses increased
$9.4 million to $49.0 million in 2007 principally due to $7.6 million of costs associated with performance improvement initiatives, including the
Company s implementation of the SAP enterprise resource planning system.

Interest expense increased to $16.9 million for 2007 compared to $13.1 million for 2006. The increase in 2007 reflects higher average levels of
debt outstanding in 2007. Interest income decreased from $4.0 million to $1.6 million principally due to lower levels of invested cash and cash
equivalents in 2007.

Other expense, net, was $2.1 million for 2007 compared to $2.8 million for 2006. The decrease in expense is primarily due to income resulting
from currency hedging activities and the remeasurement of short-term intercompany balances at operations that held amounts denominated in
currencies other than their local currencies. The Company s currency hedging strategy is aimed at mitigating volatility in the income statement
that can be caused by sharp changes in currency exchange rates. The Company uses various derivative instruments, primarily currency forward
contracts, in its currency hedging activities. Changes in fair value of derivative instruments that are designated and qualify for hedge accounting
in accordance with FAS No. 133 are reported in Other comprehensive income, and not Other expense, net.

Income tax expense was $2.2 million in 2007 compared to $20.5 million in 2006, and the effective tax rate for the full year 2007 was 10.8% as
compared to 26.2% in 2006. Income tax expense in 2007 includes net discrete adjustments that reduced income tax by $2.7 million principally
due to the effects of net operating losses in non-U.S. subsidiaries. Income tax expense in 2006 includes net discrete adjustments that reduced
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income tax by $3.5 million related to changes in estimated tax liabilities and changes in contingent tax reserves and valuation allowances.

Net income was $17.8 million for 2007, compared to $58.0 million for 2006. Basic earnings per share were $0.60 for 2007, compared to $1.95
for 2006. The decrease in 2007 was principally due to higher costs in 2007 for restructuring and performance improvement initiatives.

Paper Machine Clothing Segment

Net sales in the Paper Machine Clothing segment increased to $763.5 million for 2007 as compared to $737.1 million for 2006. Changes in
currency translation rates had the effect of increasing 2007 net sales by $26.9 million, while the change in contract terms with a major customer
reduced 2006 net sales by $7.6 million. Excluding the effect of changes in currency translation rates and the change in contract terms, 2007 net
sales decreased 0.1% as compared to 2006.

Gross profit as a percentage of net sales was 38.4% for 2007 compared to 41.6% for 2006. The decrease in 2007 was principally due to costs
associated with performance improvement initiatives, idle capacity costs at plants being closed, and the pricing disruption in the Western
European market.

Operating income was $90.5 million for 2007, compared to $130.3 million for 2006. Segment expenses for restructuring and performance
improvement initiatives increased from $5.0 million in 2006 to $39.4 million in 2007. Additionally, the change in contract terms with a major
customer had the effect of reducing 2006 operating income by $2.8 million.

Applied Technologies Segment

Net sales in the Applied Technologies segment increased to $176.5 million in 2007 as compared to $149.7 million in 2006. Changes in currency
translation rates had the effect of increasing net sales by $7.8 million.
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Excluding the effect of changes in currency translation rates, 2007 net sales increased 12.7% as compared to 2006. The increase in net sales was
led by strong sales performance in Albany Engineered Composites and Albany Filtration Technologies.

Gross profit as a percentage of net sales was 26.3% for 2007 compared to 30.8% for 2006. Operating income decreased to $14.3 million for
2007 compared to $15.3 million for 2006. The decreases were principally due to the ramp-up of manufacturing and engineering in Albany
Engineered Composites.

Albany Door Systems Segment

Net sales in the Albany Door Systems segment increased to $153.0 million in 2007 as compared to $124.6 million in 2006. Changes in currency
translation rates had the effect of increasing net sales by $10.8 million. Excluding the effect of changes in currency translation rates, 2007 net
sales increased 14.0% as compared to 2006. Sales of new products continued to accelerate and the aftermarket business in Europe also posted
gains. Net sales were also increased as a result of the R-Bac acquisition. Globally, the aftermarket service and parts for high-performance doors
grew to $48.0 million in 2007, compared to $40.7 million in 2006.

Gross profit as a percentage of net sales was 32.1% for 2007 compared to 34.3% for 2006. The decrease was principally due to higher material
costs. Operating income decreased from $5.9 million in 2006 to $4.9 million in 2007, which included restructuring costs of $2.2 million, and
performance improvement costs of $1.2 million.

2006 vs. 2005
Total Company

Net sales increased to $1,011.5 million in 2006, as compared to $978.7 million for 2005. Changes in currency translation rates had the effect of
increasing net sales by $9.3 million. Net sales for 2006 were reduced by $7.6 million related to a change in contract terms with a major
customer. Excluding the effect of that change and the additional effect of changes in currency translation rates, 2006 net sales increased 3.2% as
compared to 2005.
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Following is a table of net sales for each business segment and the effect of changes in currency translation rates:

Net sales as reported

December 31,
Percent
change
excluding
contract
Impact of terms
changes Impact of change
in currency change in and
Percent translation contract currency
(in thousands) 2006 2005 change rates terms rate effects
Paper Machine Clothing $ 737,070 $732,918 0.6% $6,903 $(7,586) 0.7%
Applied Technologies 149,742 129,303 15.8% 1,318 14.8%
Albany Door Systems 124,646 116,489 7.0% 1,106 6.1%
Total $1,011,458 $978,710 3.3% $9,327 $(7,586) 3.2%

Gross profit as a percentage of net sales was 38.7% in 2006, compared to 40.1% for 2005. Gross profit was negatively affected by lower
European PMC sales volume, higher materials costs, and the continued ramp-up of manufacturing and engineering in Albany Engineered
Composites.

Selling, general, technical and research (STG&R) expenses increased to $295.1 million or 29.2% of net sales in 2006, as compared to $276.0
million or 28.2% of net sales in 2005. The increase includes $5.4 million related to the effect of changes in currency translation rates on accounts
receivable and other balances held in currencies other than local currencies, and $2.1 million resulting from a cumulative correction related to
postretirement obligations, as a result of adopting Securities and Exchange Commission Staff Accounting Bulletin No. 108 (SAB 108).
Additionally, changes in currency translation rates had the effect of increasing 2006 STG&R expenses by $3.2 million as compared to 2005.
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Following is a table of operating income by segment:

Years ended

December 31,
(in thousands) 2006 2005
Operating Income
Paper Machine Clothing $ 130,330 $ 159,730
Applied Technologies 15,299 19,641
Albany Door Systems 5,931 5,697
Research expense (21,628) (20,017)
Unallocated expenses (39,645) (49,052)
Operating income $ 90,287 $ 115,999

Operating income decreased to $90.3 million for 2006, compared to $116.0 million for 2005. The decrease was principally due to lower gross
profit as a percentage of net sales, $5.9 million of restructuring expenses in 2006, and higher STG&R expenses.

Research expense increased $1.6 million or 8.0% in 2006, principally due to higher project expenses and wages. Unallocated expenses decreased
$9.4 million to $39.6 million in 2006 principally due to $3.9 million of lower costs for incentive compensation programs, and $1.1 million of
lower unallocated expenses related to cost efficiency programs. Unallocated expenses in 2006 included the $2.1 million adjustment recorded as a
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result of adopting SAB 108. That incremental cost, however, was offset by a reduction in the net periodic benefit cost of the postretirement
benefit program. The net periodic benefit cost of the program was lower in 2006 as compared to 2005 principally due to modifications made to
the plan in 2005.

Interest expense increased to $13.1 million for 2006 compared to $12.8 million for 2005. The increase in 2006 reflects higher levels of debt
outstanding as a result of issuing $180 million of principal amount of 2.25% convertible notes in March 2006 as described in the Liquidity and
Capital Resources section. During 2005, the Company s interest rate swap agreements expired that had effectively fixed the interest rate on $200
million of debt to 7.17%. In October 2005, the Company entered into a $150 million borrowing facility with an average term of 10 years that
carries a fixed interest rate of 5.34%. Proceeds from this borrowing were used to pay off the remaining balance under the Company s principal
revolving credit facility, and cash was increased. Interest income increased from $2.3 million to $4.0 million principally due to higher levels of
invested cash and cash equivalents in 2006.

Other expense, net, was $2.8 million for 2006 compared to $4.7 million for 2005. The decrease in expense was primarily due to $0.6 million of
lower license fee expense and an increase in of $0.4 million in income resulting from currency hedging activities and the remeasurement of
short-term intercompany balances at operations that held amounts denominated in currencies other than their local currencies.

Income tax expense was $20.5 million in 2006 compared to $29.4 million in 2005, and the effective tax rate for the full year 2006 was 26.2% as
compared to 29.2% in 2005. Income tax expense in 2006 includes net discrete adjustments that reduced income tax by $3.5 million related to
changes in estimated tax liabilities and changes in contingent tax reserves and valuation allowances. Income tax expense in 2005 includes $3.9
million of expense related to the repatriation of earnings outside the United States under the American Jobs Creation Act.

Net income was $58.0 million for 2006, compared to $71.9 million for 2005. Basic earnings per share were $1.95 for 2006, compared to $2.25
for 2005. The decrease in 2006 was principally due to lower gross profit as a percentage of net sales and higher STG&R expenses.

Paper Machine Clothing Segment

Net sales in the Paper Machine Clothing segment increased to $737.1 million for 2006 as compared to $732.9 million for 2005. Changes in
currency translation rates had the effect of increasing net sales by $6.9 million, while the change in contract terms with a major customer
reduced net sales by $7.6 million. Excluding the effect of changes in currency translation rates and the change in contract terms, 2006 net sales
increased 0.7% as compared to 2005.

Net sales in the first six months of 2006 were 3.9% higher than the same period of 2005 excluding the effect of changes in currency translation
rates. In comparison to the first six months of 2005, net sales for the first half
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of 2006 benefited from volume increases, product upgrades and price improvements in some regions. Excluding the effect of changes in
currency translation rates, net sales in the third quarter of 2006 were 5.6% lower than the same period of 2005 principally due to a sharp decline
in PMC sales volume in Europe. The decline in European volume resulted from shut-downs of paper machines, an industry-wide slowdown in
PMC shipments, and a wider gap in PMC pricing between the Company and its competitors. Net sales for the fourth quarter of 2006 were 1.2%
lower than the same period of 2005, excluding the effect of changes in currency translation rates and the change in contract terms with a major
customer. In comparison to the third quarter of 2006, net sales in the fourth quarter of 2006 were 5.5% higher, and European sales volume
improved. For the full year, the increase in net sales that resulted from price improvements offset the effect of the reduction in sales volume.

Gross profit as a percentage of net sales was 41.6% for 2006 compared to 43.6% for 2005. The decrease in 2006 was principally due to the
factors affecting the European market and higher materials costs, which were impacted by increases in petroleum prices.

Operating income was $130.3 million for 2006, compared to $159.7 million for 2005. In addition to decreases resulting from the lower gross
profit percentage, this segment had increased expense in 2006 of $5.1 million resulting from the effect of changes in currency translation rates
on accounts receivable and other balances held in currencies other than local currencies. Additionally, the change in contract terms with a major
customer had the effect of reducing 2006 operating income by $2.8 million.

Applied Technologies Segment
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Net sales in the Applied Technologies segment increased to $149.7 million in 2006 as compared to $129.3 million for 2005. Changes in
currency translation rates had the effect of increasing net sales by $1.3 million. Excluding the effect of changes in currency translation rates,
2006 net sales increased 14.8% as compared to 2005. The increase in net sales was led by strong sales performance in Albany Engineered
Fabrics, Albany Engineered Composites and Industrial Process Belts. In 2006, the Company acquired Texas Composite Inc. and acquired certain
assets of Aztex, Inc. Both of these companies were integrated into Albany Engineered Composites.

Gross profit as a percentage of net sales was 30.8% for 2006 compared to 35.4% for 2005. Operating income decreased to $15.3 million for
2006 compared to $19.6 million for 2005. The decreases were principally due to the ramp-up of manufacturing and engineering in Albany
Engineered Composites.

Albany Door Systems Segment

Net sales in the Albany Door Systems segment increased to $124.6 million in 2006 as compared to $116.5 million for 2005. Changes in currency
translation rates had the effect of increasing net sales by $1.1 million. Excluding the effect of changes in currency translation rates, 2006 net
sales increased 6.1% as compared to 2005. Sales of new products continued to accelerate and the aftermarket business in Europe also posted
gains. Globally, the aftermarket service and parts for high-performance doors grew to $40.7 million in 2006, compared to $37.5 million in 2005.

Gross profit as a percentage of net sales was 34.3% for 2006 compared to 33.8% for 2005. Operating income increased from $5.7 million in
2005 to $5.9 million in 2006. The improvement was principally due to higher sales.

International Activities

The Company conducts more than half of its business in countries outside of the United States. As a result, the Company experiences transaction
and translation gains and losses because of currency fluctuations. The Company periodically enters into foreign currency contracts to hedge this
exposure (see Notes 6, 10 and 14 of Notes to Consolidated Financial Statements). The Company believes that the risks associated with its
operations and locations outside the United States are not other than those normally associated with operations in such locations.

Liquidity and Capital Resources

The Company finances its business activities primarily with cash generated from operations and borrowings, primarily under $180 million of
2.25% convertible notes issued in March 2006, $150 million of 5.34% long-term indebtedness to Prudential Capital Group issued in October
2005, and its revolving credit agreement as described
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in Notes to Consolidated Financial Statements. Company subsidiaries outside of the United States may also maintain working capital lines with
local banks, but borrowings under such local facilities tend not to be significant.

Net cash provided by operating activities was $81.3 million in 2007, compared with $52.0 million in 2006, and $122.4 million for 2005. In
September 2006, the Company terminated its accounts receivable securitization program, resulting in an increase in accounts receivable of $58.1
million, and a decrease in the related note receivable of $17.3 million, for a net reduction in cash flow of $40.8 million in 2006. The Company
terminated the program because it was able to obtain more favorable financing terms under its revolving credit agreement.

Excluding the effect of changes in currency translation rates and business acquisitions, inventories increased $8.6 million in 2007, $19.0 million
in 2006, and $17.2 million in 2005. The increase in inventories is partially due to building product coverage for certain customers. Contributions
to the United States pension plan amounted to $10 million in 2007, $20 million in 2006, and $10 million in 2005. Accounts payable increased
significantly from 2006 to 2007 principally due to capital expenditures incurred close to year-end 2007. Depreciation and amortization expense
totaled $62.5 million in 2007, $59.5 million in 2006, and $55.4 million in 2005.

Cash payments for restructuring expenses amounted to $16.6 million in 2007 and $2.7 million in 2006. As of December 31, 2007, the Company
has accrued restructuring liabilities of $10.7 million, which is expected to be substantially paid in 2008.

Including discrete income tax items, the effective tax rate for the full year 2007 was 10.8%, compared to 26.2% in 2006 and 29.2% in 2005. The
Company currently anticipates its consolidated tax rate in 2008 will not exceed 25% before any discrete items, although there can be no
assurance that this will not change.
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The Company s order backlog at December 31, 2007, was $547.8 million, an increase of 4.4% from the prior year-end. Excluding the effect of
changes in currency translation rates, backlog decreased approximately 1.5% in comparison to December 31, 2006. The December 31, 2007
backlog by segment was $442.8 million in PMC, $84.9 million in Applied Technologies, and $20.1 million in Albany Doors. The backlog as of
December 31, 2007 is generally expected to be invoiced during the next 12 months.

Under Trends , management discussed certain recent trends in its paper machine clothing segment that have had a negative impact on demand for
the Company s products within that segment, as well as its strategy for addressing these trends. Management also discussed pricing competition
within this segment and the negative effect of such competition on segment sales and earnings. If these trends continue or intensify, and if
management s strategy for addressing them should prove inadequate, the Company s operating cash flow could be adversely affected. In any
event, although historical cash flows may not, for all of these reasons, necessarily be indicative of future cash flows, the Company expects to
continue to be able to generate substantial cash from sales of its products and services in future periods.

In October 2005, the Company closed on a $150 million borrowing from Prudential Capital Group. The principal is due in three installments of
$50 million each in 2013, 2015, and 2017 (an average life of 10 years), and the interest rate is fixed at 5.34 percent. Proceeds from the
borrowing were used to pay down all $127 million of floating-rate indebtedness at the time outstanding under the Company s existing credit
facility. The covenants under this agreement are effectively the same as under the Company s revolving credit agreement.

In March 2006, the Company issued $180 million principal amount of 2.25% convertible notes. The notes are convertible upon the occurrence of
specified events and at any time on or after February 15, 2013, into cash up to the principal amount of notes converted and shares of the
Company s Class A common stock with respect to the remainder, if any, of the Company s conversion obligation at an initial conversion rate of
22.462 shares per $1,000 principal amount of notes (equivalent to an initial conversion price of $44.52 per share of Class A common stock).

In connection with the offering, the Company entered into convertible note hedge and warrant transactions with respect to its Class A common
stock at a net cost of $14.7 million. These transactions are intended to reduce the potential dilution upon conversion of the notes by providing the
Company with the option, subject to certain exceptions, to acquire shares that offset the delivery of newly issued shares upon conversion of the
notes.

On April 14, 2006, the Company entered into a new $460 million five-year revolving credit agreement, under which $116 million was
outstanding as of December 31, 2007. The agreement replaced a similar $460 million
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revolving credit facility. Under the terms of the new agreement, commitment fees on the unused portion of the facility were reduced from 0.25%
to 0.09% and the term was extended from 2009 to 2011. The applicable interest rate for borrowings under the new agreement, as well as under
the old agreement, is LIBOR plus a spread, based on the Company s leverage ratio at the time of borrowing. As of December 31, 2007, the
interest rate under this agreement was 5.88%. Spreads under the new agreement are 15 to 50 basis points lower than under the old agreement.
The new agreement includes covenants similar to the old agreement, which could limit the Company s ability to purchase Common Stock, pay
dividends, or acquire other companies or dispose of its assets. The Company is also required to maintain a leverage ratio of not greater than 3.50
to 1.00 and a minimum interest coverage of at least 3.00 to 1.00. As of December 31, 2007, the Company s leverage ratio under the agreement
was 2.45 to 1.00 and the interest coverage ratio was 8.74 to 1.00. The Company may purchase its Common Stock or pay dividends to the extent
its leverage ratio remains at or below 3.50 to 1.00, and may make acquisitions provided its leverage ratio would not exceed 3.50 to 1.00 after
giving pro forma effect to the acquisition. The Company s ability to borrow additional amounts under the credit agreement is conditional up