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Presentation by the 
Management Board

� 2009 financial results

� 2010 – first quarter and outlook

� Review by activity

� Strategic orientations 

� Conclusion
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In a challenging environment …
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…the Group demonstrated its 
ability to adapt in 2009

� Against a backdrop of pressure on prices in all marke ts and 
despite a significant drop in volumes (-46%)

� High operating margin 1 = 22%

� Strong cash generation 2 = € 1,611 million

� Thanks to the Group’s rapid response:

� Operating costs -35%

� Hours worked -23% (from 2008 peak)

1 EBITDA/sales
2 Net cash flow from operating activities
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Adaptability and cost reduction (1)

0

200

400

600

800

1 000

1 200

1 400

1 600

1 800

2 000

Q1 
04

Q2 
04

Q3 
04

Q4 
04

Q1 
05

Q2 
05

Q3 
05

Q4 
05

Q1 
06

Q2 
06

Q3 
06

Q4 
06

Q1 
07

Q2 
07

Q3 
07

Q4 
07

Q1 
08

Q2 
08

Q3 
08

Q4 
08

Q1 
09

Q2 
09

Q3 
09

Q4 
09

In € million

Operating costs

Sales

� Operating costs: -35%



�������� ����� ���
�������� ����Shareholder’s Meeting – 31 May 2010Vallourec7

Adaptability and cost reduction (2) 

� Reduction of hours worked:  

� In H1: reduced overtime, reduced number of temporary workers and
contractors, introduction of time accounts

� In H2: extended summer closures and short-time working in European 
plants, additional measures taken to adapt in Brazil, the United States 
and the United Kingdom

� “Cap Ten” 2008 – 2010 cost saving plan 

� Recurring savings of € 200 million

� Ahead of target at end-2009  

Hours worked in 2009: -23% from 2008 peak 
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2009 2008 Change

Sales 4,465 6,437 -30.6%

EBITDA 981 1,694 -42.1%

% of sales 22.0% 26.3%

Operating profit 786 1,522 -48.3%

Consolidated net profit 537 1,025 -47.6%

Attributable to owners of the 
Company 518 967 -46.5%

Income statement

In € million



�������� ����� ���
�������� ����Shareholder’s Meeting – 31 May 2010Vallourec9

Net cash flow from operating activities +1,611 +883

Gross capital expenditure -677 -529

Financial investments -109 -541

Dividends paid -152 -405

Asset disposals and other +79 +3

Change in net cash +753 -589

Net cash 
cash (+) / debt (-) +407 -347

Gearing ratio n/a 10.7%

Strong cash generation …

In € million 2009 2008  
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… dedicated to strategic 
investments

2006 2007 2008 2009 2010
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677

New plant in Brazil (VSB)

In € million

New pipe mill in the United States
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…and to remunerate our 
shareholders

4,0

Dividend

Exceptional distribution on 4 July 2007
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Improving economic environment

2008 2009

World GDP 1 1.9% -2.0% +3.2%

Industrial production 1 -0.2% -9.1% +6.5%

Global E&P expenditure 2 $457 bn $395 bn
-14%

$439 bn
+11%

Rig count 3 At 30/04/10

United States 1,878 1 086
-42%

1,479
+36%

International 
(exc. N. America)

1,079 997
-8%

1,074
+8%

Forecast
2010

(1) Global Insight – March 2010
(2) Barclays Capital Global E&P Survey December 2009 
(3) Baker Hughes
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Outlook for 2010

� Low point in terms of sales and EBITDA reached duri ng Q1

� Significant recovery in volumes during Q2: 
Oil & Gas in the United States and non-energy activ ities

� Gradual increase in selling prices on new orders

' Rising raw material prices

' Uncertainty as to the extent of recovery

' Persistent weakness in the Power Generation activit y

H1 2010 sales and EBITDA margin slightly below thos e of H2 2009
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Oil & Gas

2007 2008 2009

Sales 
In € million

-25%

2,969

2,239

2,830

% of 2009 sales

50%
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Oil & Gas

� United States

� Reduction in drilling activity, destocking by distr ibutors,  price 
reductions granted

� Premium threading activity held up well

� Pick-up in activity in Q4 

� Rest of world

� Sustained demand from national oil companies, parti cularly in 
Brazil, North Africa and the Middle East

� International and independent oil companies maintai ned a 
cautious approach

� Satisfactory activity levels in 2009 thanks to heal thy order intake 
in 2008

� Sales sustained in Brazil 
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Power generation

2007 2008 2009

-12%

Sales 
In € million

1,308

1,1551,119

% of 2009 sales

26%
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Power generation

� Sales held up well in 2009, reflecting the order intak e in 2008 

� Weak order intake for conventional power plants through out 
2009:

� Deferral of plans for new power stations

� Delays in carrying out maintenance work

� Strong demand from the nuclear power industry

� Activity levels expected to drop sharply in 2010
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Petrochemicals

� Difficult market in 2009, with reduced consumption of 
petrochemical products and erosion of refining margins

� Many new capacity and maintenance plans deferred

� Some signs of recovery in early 2010:

� Several major new projects in the Middle East

� Increase in orders from distributors as de-stocking comes to an end
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Strategic orientations

� Our strengths

� Our priorities 

� Premium offer for the energy markets

� Competitiveness and growth

� Products, services and solutions 

� Innovation and R & D 

� Our responsibilities
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Strategic orientations

� Our strengths

� Our priorities 

� Premium offer for the energy markets

� Competitiveness and growth

� Products, services and solutions 

� Innovation and R & D 

� Our responsibilities
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Vallourec’s strengths 

� World leader on the growing energy markets

� Oil & Gas  

� Power generation  

� A competitive edge: 

� Specialist in Premium tubular solutions

� Control over the complete production chain: 
steel tubes finishing

� Worldwide presence
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Worldwide presence

Sales & Services37 finishing units10 pipe mills4 steel mills Forests and 
mines

18,600 people 
striving for excellence and innovation 
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An international business with a 
strong focus on energy

9%

North 
America

Other 
E. U.

23%
18%
Germany

18%

5%
France

South 
America

8%

Rest of 
world

19%

Asia and
Middle East

Outside Europe*: 68%

Sales = € 4,465 million

2009

7%
50%

8%

5%

26%

Power 
generation

Energy*: 84%

Oil & gas

Other

Petrochemicals

Automotive

Mechanical engineering

4%

* Oil & gas, Power generation & Petrochemicals* World – E.U. of 27  
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Strategic orientations

� Our strengths

� Our priorities 

� Premium offer for the energy markets

� Competitiveness and growth

� Products, services and solutions 

� Innovation and R & D 

� Our responsibilities
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Energy: a growing sector 
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A Premium offer to meet new 
technical challenges

� Oil & Gas 

� Increasingly complex operating conditions

� Deeper wells, deviated/horizontal, offshore, HP/HT

� Growing demand for increased safety and reliability

� Power generation

� Improved energy yields 

� Reduced CO2 emissions

� New generations of nuclear power stations 

� New challenges ahead 

� CO2 capture and storage 
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The new plant in Brazil
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A new pipe mill in North America

� A revolution in non-conventional gas

� A high-quality pipe mill integrated with the existi ng plant in 
Youngstown, Ohio

� Capital expenditure: USD 650 million

� Production start-up: Q4 2011

President Barack Obama welcomed 
Vallourec’s involvement in efforts to 
stimulate the economy during his visit to the 
Youngstown plant on 18 May 2010
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U.S. plants are ideally located

Shale gas

Tight gas

Coalbed methane

Casper, WY

Muskogee, OK

Houston, TX

Youngstown, OH

Haynesville

Rockies –
Piceance Basin

Marcellus

Barnett

Non-conventional 
gas fields

Houma, LA

Vallourec sites

� Key dates in our U.S. presence
� 2002: V & M Star

� 2008: Atlas Bradford, TCA & Tube Alloy

� 2011: start-up of the new pipe mill
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Industrial excellence

� A worldwide safety programme

� Modernized industrial facilities 

� Improved steel production 

� Expertise for all rolling 
technologies 

� Finishing units on all continents
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Services in proximity to our 
customers

Protools , Abu Dhabi
Acquisition of the main producer 
of drilling accessories in the 
Middle East – February 2010

VAM Drilling Middle East
Local supply of drilling products 
and services 
Dubai - October 2009

Regional sales offices in Dubai and 
Egypt 

Saudi Arabia 
New threading workshop in 
Dammam
Start-up in Q2 2011

Dubai
Dammam Abu Dhabi

Cairo
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Acquisition* of Serimax: 
world leader in offshore welding 

solutions

� Customized and on-site precision 
welding

� Extreme mechanical and technical 
constraints: 

� Deep offshore 

� Corrosive fields 

� Rough seas

� Sharing expertise between Vallourec
and Serimax to achieve integrated 
solutions

* Acquisition subject to approval by the relevant competition authorities
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Products, services and solutions: 
VAM Global Solutions’ offer 

Repair 
services

Supply
Chain

On-site
services

From mill
to well

Training  &
technical 
support

Accessories &
coordination

Training programme
Tubular Essentials Integrated services

Well coordination
Tube Alloy

VAM Field Services
Connexions expertise

Network of engineers
164 qualified personnel
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Innovation and R & D: 
An integrated worldwide structure

� Improved structure – combining Technology, R & D and  Innovation 
in a single department, TRDI

� More than 500 engineers and technicians

� 5 research centres (France, Germany, United States a nd Brazil) 

� Budget exceeded €60 million in 2009 
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Innovation and R & D: 
solutions for non-conventional gas

� Vallourec’s new Premium connection is 
particularly suited to operating so-called  
‘deviated’ wells with long horizontal sections, 
due to its remarkable torque capability

VAM® HTF
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Strategic orientations

� Our strengths

� Our priorities 

� Premium offer for the energy markets

� Competitiveness and growth

� Products, services and solutions 

� Innovation and R & D

� Our responsibilities
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Safety, an absolute priority

Workplace accident frequency 
rate (LTIR)*

Results for  Vallourec and temporary staff
Targets

��LTIR = number of notifiable accidents per million 
hours worked
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Social responsibility 
towards our employees

� Importance of training: 
Over 500 000 hours 

� Motivation:

� Performance shares 

� Worldwide employee share offering:
“Value 09”: subscribed by more than 
11,000 employees in 8 countries, 
representing 62% of the employees 
concerned

� Up to 3 free shares for all employees 
subject to performance conditions

� Employee share ownership: 2.64% of 
the Group’s capital*  

* At 31/12/2009
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Environmental responsibility: 
the GreenHouse project

� Objective: to reduce the 
Group’s energy consumption 
by 20% by 2020 

� 3 pillars: 

� Continuous improvement teams 
(CIT) 

� Specific work on furnaces 

� Implement new technologies
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Economic responsability

� Maintain the capacity to invest and grow across the cycle 
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Share price
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Vallourec

CAC 40

� Market 
capitalisation at 
27 May 2010:     
€ 8.7 billion

� Change in 2009 
(12 months)

� Vallourec
+47.2%

� CAC40
+17.5%

� Change since 
1/01/2010

� Vallourec
+19.2%

� CAC 40
-10.4%
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Vallourec is preparing for the 
recovery 

� Strengthening our local presence

� Ongoing improvements to our cost base

� Continually developing innovative solutions
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Investing where the growth is 

North 
America

South 
America

Europe

New U.S. 
pipe mill 
US 2011

VSB Brazil 
pipe mill 
and steel 
mill 2010

Nigeria 
OCTG 

threading

OCTG 
threading & 
drill pipes

Saudi Arabia 
& UAE

PTCT 
Indonesia

OCTG 
threading

Nuclear 
tubes 

France 
2011

Rest of 
the World
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Leader in Premium tubular solutions Leader in Premium tubular solutions 


