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Dear Shareholders:

Each year drafting these letters | feel | must balance the tendency to reflect on the past while at the
same time remain forward looking and visionary. As has been the case more recently, the prior year
was another difficult one for Furniture Brands. This industry continues to experience unprecedented

change. But to understand where we're going, one must appreciate from where we have come.
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As we all know, late in the 1990's, most domestic manufacturers, Furniture Brands included,
began to see an opportunity to have product made offshore at significantly lower cost.

We moved as quickly as possible over the next few years to source product, close plants, and
improve value for the consumer. The rest of the industry moved as well — deflation surfaced

and margins contracted.

By the end of the year 2006 we had closed 34 of our 57 domestic manufacturing plants. In view
of the continued fast moving transition to sourced product, working capital implications became
apparent. In the year just ended, our inventory balance grew to an unacceptable level resulting

in our once strong free cash flow turning negative.
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As the enormous change on the manufacturing and sourcing side of the industry was taking

shape, the retail side of the business saw no shortage of upheaval as well.

In the same time period, a number of large, national furniture retailers closed their doors.

Discounters, wholesale clubs and lifestyle retailers entered the furniture space and appealed to

consumers in a completely different
way. Dominant regional retailers
expanded at the expense of

their small, mom-and-pop
competitors. Those with the
scale and sophistication to
source product directly did
so, often at the exclusion
of companies like

Furniture Brands.
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In short, Furniture Brands historically succeeded in a business model which is being rendered obsolete
by changes in our industry, many of which we initiated ourselves. This is a difficult realization — but it

is a critical one because it will inform all our decisions from this point forward.

Though it is not completely obvious from the outside, there is something important happening at
Furniture Brands. In this space last year | referred to a cultural change taking shape. Indeed it is, and
it is washing over the entire company. New leaders with different perspectives complement our
existing furniture industry talent. A new level of cooperation exists between the Brands. And a new

level of performance is expected.
We are engaged in extensive strategic discussions designed to better align the company’s business

model with the changing dynamics of our industry. At the same time, through the year 2007, we

will execute on tactical projects designed to improve the company’s near-term performance.
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For much of the coming year we will focus on SKU reduction and other working
—— capital initiatives such as payment terms with suppliers and customers. We often

place too much emphasis on the top line by offering generous terms, unprofitable

promotions, and a proliferation of product SKUs. The effect

is lower margins and slow cash conversion. We will still
place high emphasis on growing revenues, but not at
the expense of earnings, the balance sheet or cash
flow. Lastly we will bring our costs in line with our

revenues to drive better earnings performance.




Regarding the specific Brands' initiatives, Broyhill will continue to introduce competitive, value-driven
products to the marketplace. Broyhill has also introduced a quick-ship program modeled after Lane’s
own successful initiative. They have seen much success in their upholstery line of late, particularly with

regard to their 21-day lead times, and | expect this program will add to that momentum.

Lane’s responsibility will be to grow the business with their largest dealers — and on the other side of

the customer spectrum, to ensure the profitability of their smaller accounts. Lane has had tremendous

success with its quick-ship program, which will likely be expanded this year to include more upholstery
SKUs as well as the entire case goods line. Through the course of this expansion, the company must

keep a close eye on inventory as well as the profitability of the SKUs and participating customers.

Thomasville has devoted much of its resources recently to researching the consumer, researching new
products, and researching new store formats. They have launched a handful of programs to simplify
the consumer’s education process and provide a more consistent shopping experience. Thomasville
launched a catalogue in the first part of the year and will air national advertising to complement

the mailings. These programs are designed to enhance the profitability of the existing store base

and provide a platform for further expansion.
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Our high-end companies, Henredon and Drexel Heritage, share much of their manufacturing
capacity, so efficiencies will continue to be realized in this regard. These companies must work to
keep their products distinct from the competition and from each other. Henredon will continue

to build on the success of the new product introductions of last year. Drexel Heritage will continue
to build on their strategy of customization and personal choice. And both will focus on further

developing their retail presence in stores and galleries.

Our other Brands continue to pursue strategies specific to the niche markets in which they
participate. Maitland-Smith, Hickory Chair, Pearson and Laneventure are models built around
efficient manufacturing and quick service, largely serving the design trade. Our promotional price
point company, Virginia Operations, is having success with its large discount customers and is doing
some cross-branding with Broyhill in the office furniture arena. And last, our commercial furniture
unit, HBF, is coming off a stellar year, buoyed by the strength of the commercial market and also

by terrific designs and superior service.
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So while the Brands have their specific goals, as well as some broader initiatives to improve the
company’s performance, we are setting the stage for change far greater than any we have previously
considered. Hindsight has allowed us to fully appreciate what has happened to our industry and to
our company, and while we do not yet have all the answers, we have a clear understanding of where
we've been. The cultural change which | referred to earlier — new leaders, new cooperation and new
performance expectations — has brought about a new level of determination to deliver on our

short-term goals and to create a platform for success over the long-term.
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Board of Directors and Executive Officers

Board of Directors

Katherine Button Bell 23
Vice President and Chief Marketing Officer of
Emerson Electric Co.

John T. Foy
President and Chief Operating Officer of the Company

W.G. (Mickey) Holliman '
Chairman of the Board and Chief Executive
Officer of the Company

John R. Jordan, Jr. %3
Retired, formerly Vice Chairman of PriceWaterhouse
(now PricewaterhouseCoopers)

Lee M. Liberman %*

Chairman Emeritus of Laclede Gas Company

Richard B. Loynd "4
President of Loynd Capital Management

Bob L. Martin 24

Independent Management Consultant, Retired President
and Chief Executive Officer of Wal-Mart International
(the international division of Wal-Mart Stores, Inc.)

Aubrey B. Patterson '
Chairman of the Board and Chief Executive Officer
of Bancorpsouth, Inc.

Matthew E. Rubel 34
Chief Executive Officer and President
of Payless Shoesource, Inc.

Albert E. Suter "%

Senior Advisor, Retired Vice Chairman and Chief Operating

Officer of Emerson Electric Co.

Committees of the Board

1 Executive Committee

2 Audit Committee

3 Executive Compensation and Stock Option Committee
4 Governance and Nominating Committee

(* indicates Committee Chairman)

furniture brands page 18

Executive Officers

W.G. (Mickey) Holliman

Chairman of the Board and Chief Executive Officer

Furniture Brands International, Inc.

John T. Foy
President and Chief Operating Officer
Furniture Brands International, Inc.

Lynn Chipperfield
Senior Vice-President and General Counsel
Furniture Brands International, Inc.

Denise L. Ramos
Senior Vice-President and Chief Financial Officer
Furniture Brands International, Inc.

Mary Elizabeth Sweetman
Senior Vice-President of Human Resources
Furniture Brands International, Inc.

Steven W. Alstadt
Controller and Chief Accounting Officer
Furniture Brands International, Inc.

Jeffrey L. Cook
President
Broyhill Furniture Industries, Inc.

Nancy W. Webster
Chief Executive Officer
Thomasville Furniture Industries, Inc.

C. Jeffrey Young
Chief Executive Officer
HDM Furniture Industries



Investor Information

Corporate Offices

101 South Hanley Road

St. Louis, Missouri 63105-3493
(314) 863-1100
www.furniturebrands.com

Transfer Agent and Registrar for Common Stock

American Stock Transfer & Trust Company
59 Maiden Lane

New York, NY 10038

Contact us at:

1-800-937-5449 or www.amstock.com

Exchange Listing

Common shares are listed on the
New York Stock Exchange (trading symbol: FBN)

Annual Meeting

The Annual Meeting of Shareholders will
be at 10:00 a.m. on Thursday, May 3, 2007
at the Corporate Offices.

Independent Auditors

KPMG LLP

10 S. Broadway, Suite 900

St. Louis, Missouri 63102-1761
(314) 444-1400

The Chief Executive Officer and Chief Financial Officer have certified in writing to the Securities and Exchange Commission

(SEC) as to the integrity of the Company’s financial statements included in the Company’s Annual Report on Form 10-K for

the fiscal year ended December 31, 2006 filed with the SEC, and the effectiveness of the Company’s disclosure controls and

procedures and internal control over financial reporting. The certifications are filed as Exhibit 31 to the said Form 10-K.
On June 2, 2006, the Chief Executive Officer also certified to the New York Stock Exchange that he is not aware of any
violation by the Company of the New York Stock Exchange corporate governance listing standards.

Financial Highlights

Year Ended December 31,

(In thousands, except per share, employee, and statistical data)

2006 2005 2004 2003 2002
From continuing operations:
Net sales $2,418,175 $2,386,774 $2,447,430 $2,434,130 $2,458,836
Net earnings 55,055 61,436 91,567 94,573 118,831

As a percentage of net sales 2.3% 2.6% 3.7% 3.9% 4.8%
Per Share of Common Stock (diluted):

Net earnings $ 1.13 $ 1.18 $ 1.66 $ 1.68 $ 2.11
Dividends per share $ 0.64 $ 0.60 $ 0.525 $ 0125 $ —
Financial condition at year-end:

Working capital $ 752,618 $ 718,183 $ 711,115 $ 703,233 $ 652,095

Current ratio 50to 1 44t01 4.6to1 4.8to1 43to1

Total assets 1,558,203 1,582,224 1,587,759 1,578,259 1,567,402

Total long term debt 300,800 301,600 302,400 303,200 374,800

Shareholders’ equity $ 910,715 $ 903,952 $ 957,483 $ 966,902 $ 869,515
Average common shares (diluted) 48,753 52,104 55,220 56,256 56,387
Full-time employees 13,800 15,150 17,800 19,250 22,000
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Performance Graph

The following graph shows the cumulative total stockholder returns (assuming reinvestment of dividends) following assumed
investment of $100 in shares of Common Stock that were outstanding on December 31, 2001. The indices shown below

are included for comparative purposes only and do not necessarily reflect the Company’s opinion that such indices are an
appropriate measure of the relative performance of the Common Stock.
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@ Furniture Brands International Common Stock  100.00 74.48 92.07 80.28 73.72 55.22
B S &P 500 Index 100.00 76.63 96.85 105.56 108.73 123.54
A Dow Jones Furnishings and Appliance Index ~ 100.00 88.14 105.99 115.36 110.78 108.73
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