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To our Valued Customers

I am pleased to announce that IPG Photonics has completed a successful initial public
offering. Our company’s stock is now listed for trading on the NASDAQ Global Market
under the ticker symbol “IPGP.” Our initial public offering is a tremendous accomplishment
for IPG and very positive news for our customers. We are now a stronger company with
significantly greater resources to enhance our superior product offerings. We also now
have an even better ability to service our customers. In addition, as a public company we
are committed to being transparent to our investors, customers and other stakeholders.

IPG’s success and our ability to

THT BT complete our initial public offer- [
l WALL STR l JOURNAL ing is due to the loyalty of our
customers. We thank you for your support of our novel technology and products. We plan

to continue to provide you with the highest-quality products and top-notch customer serv-
ice that you expect from us. Please note that going forward your service and sales con-
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Initial Public Offering . . . .
IPG Photonics Continues with Expansion
Price $16.50 Per Share In recent months, IPG has expanded by way of company size. A new sales and service
- office operating out of the Detroit, Ml area opened last July to strengthen support for exist-
The Nasdaq Global Market symbol is IPGP ing and potential customers in the Midwest and in the Canadian market areas. Fast

acceptance of fiber lasers in the automotive industry and in heavy manufacturing has
proven the need for expansion in the area. Along with the opening of the new facility,
Michael Klos, an experienced industry veteran, was appointed the position of Midwest
operations manager.

A four story, 47,000 sq ft manufacturing building was completed in 2006 at the worldwide
headquarters in Oxford, MA. Being vertically integrated, the new facility was necessary to

Merrill Lynch & Co. Lehman Brothers | keep up with the continuous influx of new customer orders and the rapidly increasing prod-
I uct line. The structure was built to expand upon the manufacturing space for high power
Needham & Company, LLC and mid power fiber lasers, the diode test and diode packaging areas. A new 1,600 sq ft

cafeteria was added as well. Currently, construction is almost complete for an even greater
expansion of the diode manufacturing sector; a brand new building that increases the plant
by 30,000 sq ft. In addition, another building greatly expanding the applications and pro-
duction capability is currently in development.

Jefferies & Company
Thomas Weisel Partners LLC

y,-47,000 sq ft is being added to the site. The new building is required for expansion of the applications laboratories, fiber
rication and assembly operations. This expansion will bring IPG’s worldwide manufacturing space in total to greater
= than 400,000 sq feet. These additions will allow IPG to keep up with the rapid growth at the company.

IPG announced the opening of a new Beijing office with plans to move into a new 34,000 sq ft facility this coming
summer. The new office is to open in China to provide local support and service for the Company’s fiber
| lasers and fiber amplifiers in that region.
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Company Expansion, a Further Look

In terms of establishing ground in the Midwest, the area is known
as the central location for high power laser activity in North
America. IPG has already established its credibility and durability
in these demanding industrial manufacturing environments and is
continually increasing its market share. General Manager of the
Midwest division, Mike Klos, stated that “the timing of introducing
the IPG high power fiber laser was perfect for the automotive
industry in the United States. With the focus on increasing margins
and productivity, the IPG fiber technology allows not only for the
lowest operating costs, it actually increases throughput with lower
overhead. The introduction of new high strength steels for
increased crash and rollover protection cannot be processed
effectively with conventional tools. The superior beam quality of
the fiber laser is the only practical way to cut some of these exot-
ic steels.

“We are also seeing the robot companies refine motion accuracies
and increase speeds due to the faster cutting speeds of the IPG
fiber laser. Because of the demand for faster speeds, the compa-
nies that make the optical heads are introducing a wide array of
new precision cutting heads and remote welding heads. The bot-
tom line is that there is a race to harness our new technology to
bring the US auto industry back to the forefront of manufacturing.”
Klos adds, “l see a time in the near future where the IPG laser
dominates in all areas of automobile laser applications.”

In the new Beijing office, staff will include approximately 30 trained
sales, support, applications, technical and administrative person-
nel from HM Laser with Jun Shao as General Manager. IPG is
opening the new office in conjunction with the acquisition of its
Chinese distributor, HM Laser. “Opening an office in Beijing
demonstrates IPG’s commitment to the China region and will
enable the Company to provide prompt and direct technical sup-
port,” said Dr. Valentin Gapontsev, IPG Photonics’ Chief Executive
Officer. “We are seeing increased business activity in the evolv-
ing Chinese market, and our continued success demands that we
have a local team. IPG China will address local market needs and
support future regional growth. With our three existing offices in
Asia, we now have a solid foothold in the region.” PG (Beijing)
Fiber Laser Technology Co., Ltd., the official name of the China
office, is registered in the Beijing Economic and Technology Trade
Zone. Itis authorized to conduct domestic business.

IPG (Beijing) Fiber Laser Technology Co., Ltd.
A10 Long Qing St. No. 2 Building
Bejing Eco. & Tech. Zone
Tel: +86 10 67873377 1010
Fax: +86 10 67882024
E-mail: junshao@ipgphotonics.com/cn

IPG Photonics Reports Record Fourth Quarter and Full Year 2006 Sales

Company Grows Revenue by 49% in 2006

“Our sales growth was driven by sales of fiber lasers for materials processing applications, including
low- and mid-power OEM sales and high-power laser sales,” stated Dr. Valentin Gapontsev, IPG
“IPG Photonics’ lasers are used by materials processing cus-
tomers primarily for marking, cutting and welding a wide variety of materials. This is currently our
largest market and the one where we are experiencing the greatest growth.”

Photonics’ Chief Executive Officer.

“In addition to our strong financial performance, we also achieved several significant milestones dur-
ing the quarter, including completing a successful IPO in December,” added Dr. Gapontsev. “We won
several new OEM orders as well as end-user orders that demonstrated the continuing momentum of
our products in the market. We also made progress in optimizing our manufacturing and selling capa-
bilities by bringing online a new application center in Germany, and we received Chinese approvals
to open an office there. As we begin our first full year as a public company, we have several key goals
that support our growth strategy,” said Dr. Gapontsev. “First, we plan to target new applications for

Valentin Gapontsev, Ph.D.
Chairman and CEO

fiber lasers and to displace existing laser technologies. We also plan to support our growing customer base with expanded worldwide

service capabilities and applications labs.
improved techniques.”

In addition, we plan to continue to optimize our manufacturing through new facilities and
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