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About Invacare Corporation

Invacare Corporation (NYSE: IVC) ("Invacare" or the "company") is a leading manufacturer and distributor in its markets for medical
equipment used in non-acute care settings. At its core, the company designs, manufactures and distributes medical devices that help people to
move, breathe, rest and perform essential hygiene. The company provides clinically complex medical device solutions for congenital (e.g.,
cerebral palsy, muscular dystrophy, spina bifida), acquired (e.g., stroke, spinal cord injury, traumatic brain injury, post-acute recovery,
pressure ulcers) and degenerative (e.g., ALS, multiple sclerosis, chronic obstructive pulmonary disease (COPD), age related, bariatric)
conditions. The company's products are important parts of care for people with a wide range of challenges, from those who are active and
heading to work or school each day and may need additional mobility or respiratory support, to those who are cared for in residential care
settings, at home and in rehabilitation centers. The company sells its products principally to home medical equipment providers with retail
and e-commerce channels, residential care operators, dealers and government health services in North America, Europe and Asia Pacific. For
more information about the company and its products, visit the company's website at www.invacare.com. The contents of the company's
website are not part of this Quarterly Report on Form 10-Q and are not incorporated by reference herein.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The discussion and analysis presented below is concerned
with material changes in financial condition and results of
operations between the periods specified in the condensed
consolidated balance sheets at June 30, 2022 and
December 31, 2021, and in the condensed consolidated
statement of comprehensive income (loss) for the three and six
months ended June 30, 2022 and June 30, 2021. All
comparisons

presented are with respect to the same period last year, unless
otherwise stated. This discussion and analysis should be read
in conjunction with the condensed consolidated financial
statements and accompanying notes that appear elsewhere in
this Quarterly Report on Form 10-Q and the MD&A included
in the company's Annual Report on Form 10-K for the year
ended December 31, 2021. For some matters, SEC filings
from prior periods may be useful sources of information.

OVERVIEW

OVERVIEW

Invacare is a multi-national company with integrated
capabilities to design, manufacture and distribute durable
medical devices. The company makes products that help
people move, breathe, rest and perform essential hygiene, and
with those products the company supports people with
congenital, acquired and degenerative conditions. The
company's products and solutions are important parts of care
for people with a range of challenges, from those who are
active and involved in work or school each day and may need
additional mobility or respiratory support, to those who are
cared for in residential care settings, at home and in
rehabilitation centers. The company operates in facilities in
North America, Europe and Asia Pacific, which are the result
of dozens of acquisitions made over the company's forty-two-
year history. Some of these acquisitions have been combined
into integrated operating units, while others have remained
relatively independent.

COVID-19 / Supply Chain Impacts

The company continues to monitor the impact of the
pandemic, which continues to negatively impact the
company’s business in 2022 with regard to supply chain
disruptions impacting both input costs and availability of
components, resulting in compressed gross margins. The
company expects these issues will remain throughout 2022.
While the company has implemented actions to mitigate the
negative impact of higher input costs, it is expected that there
could continue to be a difference between the timing of when
the mitigation actions are effective and when the cost inflation
is incurred.

The year-over-year decline in revenue experienced in the
second quarter of 2022 was primarily in all product categories
given supply chain challenges but most notably in North
America. These challenges also impacted sequential revenue
growth in respiratory and lifestyle product categories.

However, the company realized sequential growth in its
mobility and seating product category in the second quarter of
2022 as a result of improved access to healthcare and
loosening of public health restrictions. However, demand for
mobility and seating product still has not returned to pre-
pandemic levels.

The company continues to experience elevated backlog
across all product categories and regions, with strong demand
in mobility and seating and lifestyle products. During the
second quarter of 2022, we started to experience slower
demand for respiratory products which we believe is
influenced by the progression of the pandemic resulting in a
reduction in pandemic-related demand. The company has, and
continues to, experience availability issues with components
which may limit the ability to increase output and meet
demand. In addition, the company has continued to experience
cost increases from pandemic-related supply chain disruptions.
These disruptions and availability issues, from pandemic-
related supply chain challenges and supplier delivery holds
resulting from past due payables, have resulted in intermittent
production stoppages.

The extent to which the company’s operations will
continue to be impacted by the pandemic will depend largely
on future developments, which remain highly uncertain and
difficult to accurately predict, including, among other things,
new information which may emerge concerning the severity of
the pandemic, actions by government authorities to contain
COVID-19 and its variants or treat their impacts, such as
restrictions imposed in China to control the pandemic, and
potential of reimposed public health restrictions or restrictions
on access to healthcare facilities. In addition, supply chain
disruptions and inflation continue to negatively impact the
global economy and may affect the business including
availability and cost of components and freight, which may
have a negative impact on the company and results of
operations, if mitigation actions are not effective.
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Strategy

The company historically had a strategy to be a leading
provider of durable medical equipment to health care
providers in global markets by providing the broadest
portfolio available. This strategy has not kept pace with certain
reimbursement changes, competitive dynamics and company-
specific challenges. Since 2015, the company has made a
major shift in its strategy. The company has since been
aligning its resources to produce products and solutions that
assist customers and end-users with their most clinically
complex needs. By focusing the company's efforts to provide
the best possible assistance and outcomes to the people and
caregivers who use its products, the company aims to improve
its financial condition for sustainable profit and growth. As a
result, the company is undertaking a substantial multi-year
business optimization plan.

Business Optimization Efforts

The company continues to execute a multi-year strategy
to return the company to profitability by focusing its resources
on products and solutions that provide greater healthcare value
in clinically complex rehabilitation and post-acute care.

Cost pressures on the business impacted by supply chain
disruptions and inflationary economic conditions are
anticipated to continue through 2022. While the company has
implemented actions to mitigate these cost increases,
additional actions may be needed to drive profitability and free
cash flow generation. These actions could include further
restructuring actions including organization optimization,
supply chain rationalization, and product line rationalization
for those product categories which do not deliver adequate
profitability given the higher cost inputs being incurred. These
actions are anticipated to result further restructuring costs in
2022.

The company's business optimization actions balance
product portfolio changes across all regions and cost
improvements in supply chain and administrative functions.
Key elements of the global business optimization plans are:

* Continue to drive all business segments and product
lines based on their potential to achieve a leading
market position and to support profitability goals;

»  Simplify the organization to leverage a reduced cost
structure while allocating resources to the business
units or product categories which deliver improved
financial returns;

e Product rationalization and discontinuance with
consideration of cost increases incurred by the company
and those anticipated to continue. Adjust the product
portfolio to consistently grow profitability amid cost
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increases by adding new products, reducing costs and
continuing to improve customer experiences; and

» Take actions globally to reduce working capital and
improve free cash flow.

As it navigates the uncertain business environment
resulting from the pandemic, the company continues to
allocate more resources to the business units experiencing
increased demand and expects to continue taking actions to
mitigate the potential negative financial and operational
impacts on other parts of the business that have declined. In
the medium-term, the company still expects to execute on its
business optimization strategy, such as the global IT
modernization initiative which is intended to optimize the
operating structure.

The company intends to continue to make significant
investments in its business improvement initiatives with a
focus on improving profitability and free cash flow generation.
As a result, the company may take actions which may reduce
sales in certain areas, refocus resources away from less
profitable activities, and look at its global infrastructure for
opportunities to further optimize the business. As part of the
company’s efforts to streamline its operations and focus its
resources on core product lines that provide the greatest value
and financial returns, the company continuously evaluates
opportunities and activities, including potential divestitures,
which it considers from time to time, particularly if they
involve businesses or assets outside of the company’s primary
areas of focus.

Outlook

The company participates in durable healthcare markets
and serves a persistent need for its products. By continuing to
drive for improved operating efficiency, the company expects
to grow revenue and profit, and improve its cash flow
performance into the future.

Cost pressures on the business due to supply chain
disruptions and inflationary economic conditions are
anticipated to continue into 2022. The company continues to
see higher input costs related to freight and materials,
increasing the challenges to schedule deliveries of key
components, including electronic components for respiratory
and mobility and seating products. While the company has
implemented actions to mitigate these cost increases,
additional restructuring actions may be implemented to drive
profit and improve cash flows. These restructuring actions
may include organization simplification and supply chain
rationalization. These actions are expected to include
organization and supply chain changes and a narrowing of the
product portfolio for those items which no longer meet
customer or business needs. These actions are anticipated to
take effect in 2022 and as a result the company anticipates
incurring additional costs related to its restructuring actions.
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Challenges related to the availability of components
continued to have a significant impact on the fulfillment of
demand as experienced in 2Q22 and impacted the efficiency
of operations. As these conditions continue into 3Q22, the
company has suspended its financial guidance for the
remainder of the year.

The benefit of additional liquidity available to the
business is expected to improve access to components and
support sequential improvement in net sales, but is not
anticipated to have a meaningful impact until the later half of
3Q22 and into 4Q22. For 3Q22, the company anticipates
sequential improvement in Adjusted EBITDA driven by
revenue growth, pricing effectiveness, and restructuring
benefits partially offset by continued higher input costs. In
addition, the financing transactions announced in July 2022
are anticipated to result in free cash flow usage for 3Q22,
including a use of working capital to help accelerate the
business evolution.

Improvement in the company's earnings performance for
the future is expected to benefit from: (1) margin expansion
expected as a result of effectiveness of pricing actions,
favorable product mix as a result of product rationalization
efforts and improved efficiencies in our operations including
maximizing our distribution structure offset by higher material
and freight costs; and (2) benefit of restructuring actions.
SG&A expense for the second half of 2022 is anticipated to
continue to be impacted by classification of IT costs as
operating expenses as a result of a temporary pause in the ERP
roll-out. Stock compensation expense for the year is expected
to be similar to 2021.

The company continues to focus on its transformation
plan, revenue growth for clinically relevant product categories,
and effectiveness of pricing actions to drive significant
improvement in financial performance to deliver enhanced
long-term shareholder value.

Favorable Long-Term Demand

Ultimately, demand for the company's products and
services is based on the need to provide care for people with
certain conditions. The company's medical devices provide
solutions for end-users and caregivers. Therefore, the demand
for the company's medical equipment is largely driven by
population growth and the incidence of certain conditions
where treatment may be supplemented by the company's
devices. The company also provides solutions to help
equipment providers and residential care operators deliver
cost-effective and high-quality care. The company believes
that its commercial team, customer relationships, products and
solutions, supply chain infrastructure, and strong research and
development pipeline will create favorable business potential.
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On July 26, 2022, the company entered into a senior
secured term loan agreement with certain funds managed by
Highbridge Capital Management LLC, providing for delayed
draws of up to $104.5 million. The company completed an
initial drawdown of $66.5 million under the term loan
agreement effective July 26, 2022. The secured term loan
matures on July 26, 2026 and accrues interest at an initial
annual rate of SOFR + 7.00% or a base rate plus 6.00% and
after the second anniversary of the closing date at an annual
rate of SOFR + 8.75% or a base rate plus 7.75%. The
company may draw the remaining $38 million from the Term
Loan Agreement in three incremental tranches subject to
certain conditions.

Concurrently, the company entered into private exchange
agreements providing for the settlement of $5.0 million
aggregate principal amount of the company’s outstanding
5.00% Series II Convertible Senior Exchange Notes due 2024
and up to $55.3 million aggregate principal amount of its
outstanding 4.25% Convertible Senior Notes due 2026. The
company completed the exchange of all $5.0 million aggregate
principal amount of the 5.00% notes and $41.5 million
aggregate principal amount of the 4.25% notes on July 26,
2022. This exchange was funded by $31.1 million aggregate
principal amount of newly issued 5.68% Convertible Senior
Secured Notes due 2026, 2.7 million Common Shares of the
company, cash payment of $4.5 million, and cash equal to
accrued and unpaid interest on the outstanding convertible
notes exchanged in the transaction. The company may
exchange the remaining $13.8 million aggregate principal
amount of 4.25% notes for $10.4 million aggregate principal
amount of new notes in two incremental tranches subject to
certain conditions. The new notes will pay interest at a 5.68%
annual rate and mature on July 1, 2026.

In addition, the company amended its existing asset based
lending credit facility to extend its maturity to January 16,
2026 and reduce the maximum notional amount of the facility
from $90 million to $35 million. Proceeds from the secured
term loan were used to repay in full outstanding borrowings
under the asset based lending credit facility.

Proceeds from the secured term loan are also anticipated
to be used to fund working capital, restructuring actions and
general purposes. The company recognizes that the near-term
external factors of inflation and supply chain challenges, as
well as costs associated with restructuring actions, may require
balance sheet action, including additional financing to support
working capital requirements (refer to "Liquidity and Capital
Resources"). The company will continue to take actions to
optimize its business as required to operate in the present
landscape.

Refer to Part I, Item 1-Long-Term Liabilities-Long-Term
Debt-July 2022 Financing in the notes to the condensed
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consolidated financial statements for more information about
the July 2022 financing transactions.
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RESULTS OF OPERATIONS - NET SALES

The company operates in two primary business segments: North America and Europe with each selling the company's primary product
categories, which include: lifestyle, mobility and seating and respiratory therapy products. Sales in Asia Pacific are reported in All Other and

include products similar to those sold in North America and Europe.

Constant
Foreign Currency %
% Change Exchange % Change
($ in thousands USD) 2Q22* 2Q21 Fav/(Unfav) Impact Fav/(Unfav)
Europe 112,768 121,296 (7.0) 9.8) 2.8
North America 68,718 96,247 (28.6) 0.2) (28.4)
All Other (Asia Pacific) 7,531 8,321 9.5) (7.7) (1.8)
Consolidated 189,017 225,864 (16.3) (5.6) (10.7)
Constant
Foreign Currency %
% Change Exchange % Change
($ in thousands USD) YTD 2Q22%* YTD 2Q21 Fav/(Unfav) Impact Fav/(Unfav)
Europe 230,847 234,071 1.4) (8.2) 6.8
North America 144,037 172,221 (16.4) 0.2) (16.2)
All Other (Asia Pacific) 15,121 15,774 4.1) (7.0) 2.9
Consolidated 390,005 422,066 (7.6) (4.9) (2.7)

* Date format is quarter and year in each instance.
** YTD means the first six months of the year in each instance.

The table above provides net sales change as reported and
as adjusted to exclude the impact of foreign exchange
translation (constant currency net sales). “Constant currency
net sales" is a non-Generally Accepted Accounting Principles
("GAAP") financial measure, which is defined as net sales
excluding the impact of foreign currency translation. The
current year's functional currency net sales are translated using
the prior year's foreign exchange rates. These amounts are
then compared to the prior year's sales to calculate the
constant currency net sales change.

Global supply chain challenges continued to delay receipt
of components and limit conversion of orders to sales, which
continued to impact each of the regions in 2Q22 in different
ways.

Europe - Constant currency net sales increased
$3,366,000, or 2.8% in 2Q22 compared to 2Q21 as sales
started to recover from pandemic-related challenges led by
increased sales in mobility and seating and respiratory
products reflecting the improving restoration of access to
healthcare and timely receipt of respiratory product to fulfill

backlog. Constant currency net sales increased 6.8% YTD
2Q22 compared to YTD 2Q21 with growth in all major
product categories and led by mobility and seating products.

North America - Constant currency net sales for 2Q22
decreased $27,333,000 or 28.4% compared to 2Q21 with
decreases in all categories but primarily attributable to lower
respiratory sales. Supply chain disruptions continued to
burden order fulfillment in all product categories. Constant
currency net sales decreased 16.2% YTD 2Q22 compared to
YTD 2Q21 primarily due to lower respiratory sales which had
higher sales in prior periods benefiting from pandemic-related
demand. Respiratory products demand is down due to lower
pandemic demand.

All Other - Constant currency net sales, which relates
entirely to the Asia Pacific region, decreased $152,000 or
1.8% for 2Q22 compared to 2Q21 driven by respiratory
products. Constant currency net sales increased 2.9% YTD
2Q22 compared to YTD 2Q21 driven by lifestyle products.
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Consolidated Global Constant Currency
Product Mix as a Percentage of Net Sales

Mobility and Seating

Lifestyle

Respiratory

Other
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Constant currency net sales of mobility and seating
products, which comprise most of the company's clinically
complex product portfolio, were 40.7% of constant currency
net sales in 2Q22 and 38.0% in 2Q21. Constant currency net
sales of mobility and seating products were 39.2% YTD 2Q22
compared to 37.0% YTD in 2Q21.

The improvement in mix percentage for mobility and
seating products is the result of continued improvement to
access to healthcare compared to 2Q21 as well as the decrease
in respiratory products attributable to component shortages.
All product categories continued to be impacted by supply
chain challenges, including timely delivery of components
through 2Q22.
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GROSS PROFIT

Gross Profit and Gross Profit
as a % of Net Sales

$60,818

26.9%

$ in thousands USD

2Q21 2Q22

Gross profit decreased $12,836,000 and gross profit as a
percentage of net sales for 2Q22 decreased 150 basis points to
25.4%, primarily attributable to lower sales impacting gross
profit dollars. Increased pricing across product portfolios
continue to lag higher costs as lower pricing orders are
fulfilled. In addition, margin was negatively impacted by
intermittent production stoppages and unfavorable foreign
currency.

Sequentially, gross margin improved 160 basis points

driven by the benefit of pricing actions and favorable product
mix.

Gross Profit and Gross Profit
as a % of Net Sales

$115,456

$95,711

$ in thousands USD

B e
YTD 2Q21 YTD 2Q22

Gross profit decreased $19,745,000 and gross profit as a
percentage of net sales for YTD 2Q22 decreased 290 basis
points to 24.5%, primarily attributable to lower sales
impacting gross profit dollars and unfavorable foreign
currency. Increased pricing across product portfolios continue
to lag higher costs as lower pricing orders are fulfilled.

Gross profit drivers by segment:

Europe - Gross profit dollars for 2Q22 decreased
$5,356,000 on higher net sales compared to 2Q21. Gross
profit as a percentage of net sales decreased 2.2% compared to
2Q21. Gross profit dollars were burdened by additional freight
and material costs which were partially offset by pricing
actions.

Gross profit dollars decreased $7,511,000 and gross profit
as a percentage of net sales decreased 2.4% for YTD 2Q22
compared to YTD 2Q21. These decreases were driven by
higher freight and material costs including expediting costs
partially offset by pricing actions and volume increases.

North America - Gross profit dollars decreased
$8,271,000 and gross profit as a percentage of net sales
decreased 0.3% for 2Q22 compared to 2Q21 driven primarily
by lower net sales. The decrease in gross profit as a
percentage of net sales was driven by higher material and
freight costs, partially offset by pricing actions.

Gross profit dollars decreased $12,539,000 and gross
profit as a percentage of net sales decreased 2.3% for YTD
2Q22 compared to YTD 2Q21. The decrease in gross profit
dollars and gross profit as a percentage of net sales driven
primarily by lower net sales, higher material and freight costs,
partially offset by pricing actions.

All Other - Asia Pacific gross profit dollars increased
$320,000 and gross profit as a percentage of net sales
increased 7.5% for 2Q22 compared to 2Q21 driven primarily
by pricing actions to offset higher material costs.

Asia Pacific gross profit dollars increased $95,000 and
gross profit as a percentage of net sales increased 2.1% for
YTD 2Q22 compared to YTD 2Q21 driven primarily by
pricing actions to offset higher material costs.

All Other also includes the impact of intercompany profit
eliminations for the consolidated company.
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SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Foreign Constant
Reported Exchange Currency
($ in thousands USD) 2Q22 2Q21 Change Impact Change
SG&A expenses - $ 58,623 63,765 (5,142) (2,719) (2,423)
SG&A expenses - % change 8.1 4.3) (3.8)
% to net sales 31.0 28.2
Foreign Constant
YTD Reported Exchange Currency
($ in thousands USD) 2Q22** YTD 2Q21 Change Impact Change
SG&A expenses - $ 119,187 122,586 (3,399) (4,467) 1,068
SG&A expenses - % change (2.8) 3.7) 0.9
% to net sales 30.6 29.0
The table above provides selling, general and SG&A expense drivers by segment:

administrative (SG&A) expenses change as reported and as
adjusted to exclude the impact of foreign exchange translation
(constant currency SG&A). “Constant currency SG&A" is a
non-GAAP financial measure, which is defined as SG&A
expenses excluding the impact of foreign currency translation.
The current year's functional currency SG&A expenses are
translated using the prior year's foreign exchange rates. These
amounts are then compared to the prior year's SG&A expenses
to calculate the constant currency SG&A expenses change.
Management believes this financial measure provides
meaningful information for evaluating the core operating
performance of the company.

Constant currency SG&A decreased $2,423,000 or 3.8%
for 2Q22 compared to the same period last year and reflects
benefit of lower employment costs from previously announced
restructuring actions and reduced stock compensation expense
attributable a lower trading price on the company's Common
Shares in 2Q22 on outstanding equity awards to which
variable accounting applies. However, the current quarter
includes IT expenses being classified as operating costs as a
result of the temporary pause in the ERP roll-out, similar to
1Q22. In addition, the company incurred higher expense
related to foreign currency transactions.

Constant currency SG&A increased $1,068,000 or 0.9%
for YITD 2Q22 compared to the same period last year
increased IT costs partially offset by lower employment costs.
2Q22 YTD benefited from reduced stock compensation
expense attributable a lower trading price on the company's
Common Shares in first half of 2022 on outstanding equity
awards to which variable accounting applies. In addition, the
company incurred higher expense related to foreign currency
transactions.

Europe - SG&A expenses for 2Q22 decreased $3,853,000
or 13.3% compared to 2Q21 with foreign currency translation
decreasing SG&A expenses by $2,380,000, or 8.2%. Constant
currency SG&A expenses decreased $1,473,000, or 5.1%.
Lower employment costs were offset by foreign currency
transactions losses and increased sales and marketing costs.

North America - SG&A expenses for 2Q22 decreased
$417,000, or 1.8%, compared to 2Q21. Constant currency
SG&A expenses decreased $318,000, or 1.4% primarily
attributable to outside services and foreign currency
transactions.

All Other - SG&A expenses for 2Q22 decreased $872,000
compared to 2Q21 with foreign currency translation
decreasing SG&A expenses by $240,000. Constant currency
SG&A expenses decreased by $632,000. All Other includes
SG&A related to the Asia Pacific businesses and non-allocated
corporate costs. Constant currency SG&A expenses related to
Asia Pacific businesses for 2Q22 decreased 7.6% or $228,000,
compared to 2Q21 driven primarily by reduced facility and
sales and marketing costs partially offset by unfavorable
foreign currency transactions. Unallocated corporate costs
decreased primarily due to increased IT costs partially offset
by lower stock compensation expense, noted above.
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OPERATING INCOME (LOSS)

($ in thousands USD) 2Q22 2Q21 $ Change YTD2Q22 YTD2Q21 Cha$nge

Europe 3,489 4,992 (1,503) 6,714 8,824 (2,110)
North America (6,264) 1,590 (7,854) (14,600) (785)  (13,815)
All Other (7,866) (9,529) 1,663 (15,590) (15,169) (421)
Charges related to restructuring (4,153) (547) (3,6006) (7,943) (2,099) (5,844)
Consolidated Operating Income (Loss) (14,794) (3,494)  (11,300) (31,419) (9,229)  (22,190)

For the quarter and year-to-date, consolidated operating
loss increased compared to last year due to lower net sales
impacted lower gross profit, higher input costs not fully
mitigated by pricing actions and unfavorable foreign currency.

Operating income (loss) by segment:

Europe - Operating income for 2Q22 decreased by
$1,503,000 primarily due to lower gross profit dollars
impacted by higher input costs and foreign currency partially
offset by net sales increases including pricing actions.

Operating income for YTD 2Q22 decreased $2,110,000
compared to YTD 2Q21 attributable to lower gross profit
dollars impacted by higher input costs and foreign currency.

North America - Operating loss for 2Q22 increased by
$7,854,000 primarily due to lower gross profit on lower sales.
Benefit of pricing actions continue to lag higher input costs.

Operating loss for YTD 2Q22 was $14,600,000 compared
to YTD 2Q21 operating loss of $785,000 due to lower gross
profit impacted by lower net sales and unfavorable costs
associated with supply chain disruptions partially offset by
lower SG&A expenses and pricing actions.

All Other - Operating loss for All Other includes the
operating results of the Asia Pacific businesses, as well as
unallocated SG&A expenses and intercompany eliminati