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Group profile 

� World leader in premium tubular solutions for the Energy
industry as well as other industrial applications

� Oil & Gas: N°1 worldwide in premium OCTG VAM ®

N°2 wordwide in drilling products

� Power generation: N°1 worldwide

� Strong competitive advantages: 

� Specialist in premium products for the most critical ap plications 

� Wordwide presence

� Integration : 80% self-sufficient for its own steel requ irements
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Global presence

Production

Headquarters

Sales 
& Services

2008 key figures
Industrial presence: 51 production sites in 11 count ries 

Production output: 2.8m tonnes

Sales: € 6.4bn

Employees: 18,200
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An international business strongly
focused on Energy

* World total  – E.U. of 27 countries 

2008

10.9%

North
America

Other
E.U.

23.7%
17.8%
Germany

14.5%

5.6%
France

South
America

7.0%

Rest of
the world

20.5%

Asia & 
Middle East

Sales = € 6,437m

6.1%

11.1%

46.1%

10.7%

5.7%

20.3%

Power
generation

Total Energy*: 66.4% of sales

Oil
& Gas

Other

Petrochemicals

Automotive

Mechanicals

Non-E.U.*: 65.7% of sales

* Oil & Gas + Power generation
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2008: implementation
of the Group’s strategy

� Acquisition and integration of three companies in the United States

� Further industrial development:

� New continuous caster at Saint-Saulve steel mill (April 2008)

� New plant in Brazil (steel plant + tube mill): start-up mid-2010

� Solid financial position maintained

Acquisition of Atlas Bradford, TCA 
and Tube-Alloy
16 May 2008

Saint-Saulve continous caster
April 2008

New plant in Brazil
view of the foundations

September 2008 
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2007 2008

€ 6,141m

2,838

€ 982m

€ 6,437m (+4.8%)*

2,766 (-2.5%)

€ 883m

€ 1,751m 
(28.5%)

-8.7% 
at 31/12/07

In summary

Sales 

EBITDA
(EBITDA / sales %)

Production output 
(in thousands of tonnes)

Operating cash-flow 

Net debt / equity
10.7% 

at 31/12/08

€ 1,694m
(26.3%)

* + 6.3% on a comparable consolidation scope
+ 9.0% on a comparable consolidation scope and at constant exchange rates
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3,038

4,307

5,542
6,141 6,437

2004 2005 2006 2007 2008

Further growth in sales

In euro million

Sales

+4.8% *

* + 6.3% on a comparable consolidation scope 
+ 9.0% on a comparable consolidation scope and at constant exchange rates 
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Stable sales volume

Sales volume of hot-rolled tubes

2007

2,838Kt

2008

2,766Kt*

Q1 07 Q2 07 Q3 07 Q4 07 T0 Q1 08 Q2 08 Q3 08 Q4 08

734.9 720.8
681.8 700.9

671.6

740.4

658.1
696.3

* -2.5% versus 2007

-0.2% on a comparable consolidation scope
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High EBITDA margin

455

1,061

1,665 1,751 1,69415.0%

24.6%

30.1% 28.5%
26.3%
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Good control of operating costs

2007

In euro million

Sales 6,140.5 6,437.0 +4.8%

Other revenues 132.9 146.2 n.s.

% sales % sales

Purchases consumed -2,265.6 36.9% -2,525.6 39.2% +11.5%

Other operating costs -2,257.0 36.8% -2,363.7 36.7% +4.7%

Total operating costs -4,522.6 73.7% -4,889.3 75.9% +8.1%

EBITDA 1,750.8 28.5% 1,693.9 26.3% -3.2%

2008 Change
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A stable net income

EBITDA 1,750.8 1,693.9 -3.2%

Depreciation - 118.0 -165.6 40.5%
Disposals / restructuring -10.2 -6.5

Operating income 1,622.6 1,521.8 -6.2%

Financial income -29.0 -18.8

Income tax -575.3 -480.7 -16.4%

Net income of equity affiliates 6.2 2.4

Total net income 1,024.5 1,024.7 0.0%

Net income, Group share 986.2 967.2 -1.9%

% sales

28.5%

26.4%

% sales

26.3%

23.6%

2008 Change2007

16.7% 15.9%

In euro million
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967986
917

473

145

Net income, Group share
close to its record level

In euro million

2004 2005 2006 2007 2008

Net income
per share (€) 3.0 9.5 17.8 18.9 18.3
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� Operating cash flow exceeds capex and dividends

� Increase in net debt is equivalent to acquisitions

Cash flow generation allows a 
sustained level of investments
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Strong balance sheet

� Low level of debt

� Total net debt as at 31/12/08: € 346.5m 

� Net debt / equity: 10.7%

� Net debt / EBITDA: 0.2

� A safe liquidity profile

� 94% of bank loans and other borrowings had a maturity in excess of 
3 years as at 31/12/2008

� Undrawn confirmed credit lines of € 1bn 
(maturities 2012-2013)
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Dividend

The amounts of the dividends paid in respect of financial years 2004 and 2005 have been recalculated
to take into account the division by 5 of the nominal value of Vallourec’s shares on 18 July 2006

Ordinary dividend

In euros per share

Exceptional distribution
paid on 4 July 2007

*  Excluding exceptional distribution paid on 4 July 2007

6.0
7.0

6.0

2.24
0.64

4.0

2004 2005 2006 2007 2008

Proposed
dividend

23.3% 25.1% 34.7% Pay-out ratio* 37.4% 33.2% 
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Oil & Gas
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Oil & Gas activity

~80%

~10%

~10%

OCTG

Drilling
products

Sales breakdown

Other

2008

Main customers

2,683
2,830

2,969

2006 2007 2008

Oil & Gas sales = 46.1% of total sales

+4.9%

in euro million
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Oil & Gas

� 2008
� Higher sales as a result of price increases. integration of companies acquired

in 2008 and a record level of rigs in activity (rig count reached peak of 2,031
in September)   

� 2009 outlook
� Strong decline in rig count (-50 vs. 2008 peak)

� Distributors’ inventories at very high level relative to consumption

� Pressure on prices

� 2008
� Sustained level of activity, sales impacted by weak US dollar

� 2009 outlook
� Good level of activity in Q1 09 thanks to 2008 order book

� Decline in orders: cautious approach by customers
� Sustained activity in Brazil

United States

Rest of the world
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United States: successful integration 
of companies acquired in May 2008

V & M TCA
Muskogee

Oklahoma

V & M Tube-Alloy
Casper
Wyoming

V & M Tube-Alloy
Houma + Broussard

Louisiana

V & M Star
Ohio

V & M Star
Texas

VAM USA
Texas

(VAM USA + V&M Atlas Bradford)
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Barnet Shale

Bakken
Shale

California

Woodford
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Gulf Coast

Fort Worth 
Basin

Fayetteville Shale
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2007

2009 (May)2008

Brazil : works in progress
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Power generation
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Power generation activity

� Alstom

� Dongfang

� Doosan

� Hitachi Power

� Shanghai Electric

Main customers

~90%

~10%

Fossil fuel       
(coal & gas)

Nuclear
2008

Breakdown of sales

903

1,308

1,119

2006 2007 2008

Power generation sales 
= 20.3% of total sales
in euro million

+16.9%
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Power generation

� 2008

� Strong growth resulting from price increases and enhanced product mix

� Sustained activity in South-East Asia, in Europe and in South Africa

� Drop in the proportion of China sales

� 2009 outlook

� High level of sales in Europe and in South Africa in Q1 09

� Pre-material surcharges reduced in line with lower raw material costs

� Decline in order intake, notably from China

� New orders for nuclear power plants
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New production capacity of special tubes 
dedicated to the nuclear power industry

� Production capacity of Valinox Nucléaire (France) x 2 .5 by 2011

� Doubling the production capacity of tubes for nuclear power plants 
at Valtimet (both in France and in the United States)

� Total investment: € 80m
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593
713707

2006 2007 2008

513 365463

2006 2007 2008

Other activities

634 691
625

2006 2007 2008

Mechanicals

Petrochemicals

Automotive

Sales in €m

+10.6%

+0.8%

-28.8%

11.1% of total sales

10.7% of total sales 

5.7% of total sales
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Strong impact of the recession
on Vallourec’s markets

� World GDP growth (1) +2.2% -2.7% -2.6%

� Industrial production (1) -0.2% -13.6% -10.8%

� Oil demand (2) -0.3% -3.7% -2.8%

� Oil demand (2) 85.8 83.8 83.4
(in million of barrels/day)

� E&P spending (3) 475 $bn n.s. 375 $bn
-21%  

2008 Q1 2009 2009e

Sources: (1) Global Insight – April 2009. (2) IEA – April 2009. (3) IEA – May 2009 

(annual changes in %)
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Q1 2009 Q1 2008

Sales 

EBITDA                  
(EBITDA / sales %)

Operating cash flow

€ 1,313m

€ 320.1m

€ 1,384m
(-5.1%)

€129.7m

€ 339m
25.8%

Net debt

A good resilience of Q1 2009 results

€ 342m 
24.7%

€ 194m € -264m

Production output
(in thousands of tonnes)

488.3 658.1
(-25.8%)
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Visibility remains low

� Further reduction in sales volume and EBITDA expected i n 
the upcoming quarters until destocking is over

� Increasing pressure on selling prices

� Lower cost of purchases consumed and lower operating 
costs

� Resilience in certain sectors

� End of destocking may result in demand bottoming out by 
year end
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Vallourec is prepared to get
through the downturn

� Prices of premium products offer better resistance than pric es
of standard products

� Vallourec is close to clients with high potential for rebo und, in 
particular in the United States and in Brazil

� Vallourec has more flexibility of its operating costs in reserve:

� Q1 2009 / Q4 2008 

� Its financial position is very healthy

Two priorities:

� Further adapt to the new environment

� Continue to prepare for the future

-37.4% in purchases consumed
-18.5% in other operating costs
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Continue to adapt

� Implementing new flexibility measures to adapt costs to t he 
level of activity

� Reduction in total number of hours worked

� Potential for significant additional costs reductions by the end of the 
year

� Focusing on cash flow generation

� Capital expenditure reallocated to strategic projects

� Reduction in working capital requirements
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Prepare for the future: continue to invest
in strategic industrial developments

438

800 / 850 

528

2007 2008 2009

Of which: 
strategic
investments

In euro million

Total capex

Acquisitions

529
541
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Prepare for the future: 
strategic developments

Merger of VAM 
USA with V&M 
Atlas Bradford:
a further step in the 
partnership with
Sumitomo

Cooperation
agreement 
with
Tubacex in 
the field of 
stainless
steel

Investing
€ 80m to 
meet the 
needs of the 
nuclear
power 
industry

VSB: new 
plant in 
Brazil –
start-up
mid-2010C
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Vallourec is more resistant
than 10 years ago

10 years ago Today

34% 66% Energy sales / total sales

Share of sales outside
Europe

31% 66%

41%  6%
Minority interests in 
Vallourec’s business

23%  < 6% Automotive sales / total 
sales

Share of tubes production 
outside Europe

0%* around 40%

*  Before acquisition of V & M do BRASIL in 2000
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A responsible Group

� Products which allow our customers to:
� Exploit natural resources in total security (Oil & Gas)

� Reduce CO2 emissions (new generation of power plants)

� Processes moving towards a reduction of environmental
impact:
� 20% decrease in CO2 emissions at our plants by 2020

� Development of renewable resources in Brazil (charcoal)

� 4 factors to motivate employees:
� Security action plan “CAP TEN SAFE”

� Social dialogue

� Professional training and personal development

� Profit sharing: company’s savings plans, employee shareholding, 
performance related incentive schemes (performance shares and 
stock options)
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Our advantages for the long term

� Customer proximity

� Development of product offering thanks to industrial partnerships and 
R&D dedicated to premium solutions

� Field services (technological assistance)

� New threading lines / finishing capacity (capex or acquisitions) 

� Competitive offer

� Technological and industrial expertise and know-how

� Strategic investments

� Flexibility – an integral part of our strategy

� Provides room for manoeuvre to adapt to the business cycles

� Strong cash flow generation and balance sheet
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Vallourec: a value of confidence

� Markets with long term growth potential

� A premium positioning based on technological expertise

� Means to invest in future growth
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Operating result -11.0 -12.7

Net financial income +541.9 +736.5

Exceptional income +1.0 -8.9
Income tax credit +22.0 +15.9

Parent company accounts: 
summary income statement

Operating revenues +1.4 +5.6

Operating costs -12.4 -18.3

20082007

In € million

Net income +553.9 +730.8
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Parent company accounts: 
summary balance sheet

In € million

31/12/08 31/12/08

Participating interests 1 057.5

Intangible assets and PP&E 0.2

Other non-current financial
assets

339.7

1 397.4

Shareholders’ equity 1 156.1

Provisions 0.8

Trade payables 5.3

Other payables 65.0Cash & cash equivalents 383.2

1 846.11 846.1

Borrowings 587.0

Trade and other receivables 33.6

Translation differences 31.9- Translation differences 31.9-

31/12/07

1 057.4

0.2

16.7

1 074.3

79.3

1 201.9

48.3

31/12/07

747.8

2.3

4.1

36.9

1 201.9

410.8
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