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Information

Information and Forward-Looking Reflections
This document contains forward-looking reflections and information. By their nature, these 
reflections and information include financial forecasts and estimates as well as the assumptions 
on which they are based, statements related to projects, objectives and expectations concerning 
future operations, products and services or future performance. Although Vallourec’s management 
believes that these forward-looking reflections and information are reasonable, Vallourec cannot 
guarantee their accuracy or completeness and investors in Vallourec are hereby advised that 
these forward-looking reflections and information are subject to numerous risks and uncertainties 
that are difficult to foresee and generally beyond Vallourec’s control, which may mean that the 
actual results and developments differ significantly from those expressed, induced or forecasted in 
the forward-looking reflections and information. These risks include those developed or identified 
in the public documents filed by Vallourec with the AMF, including those listed in the “Risk 
Factors” section of the Registered Document filed with the AMF on April 19, 2010. 

• Quarterly statements are unaudited and not subject to any review
• Half year financial statements at 30 June 2009 and 30 June 2010 are 

subject to limited audit review 
• Full year statements at 31 December 2009 have been audited



3 Q3 2010 Results

1. Q3 Highlights

2. Financial results

3. Review by activity

4. Strategy and outlook



4 Q3 2010 Results

1. Q3 Highlights
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Positive sales trend
EBITDA margin 21.1% of sales   

315
484 507

1 173 1 335
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2009
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2010

Q3
2010

115.2

416.8
301.9
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2009
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Q3
2010

Sales Volume
k tonnes

Net income, Group share
€ million

EBITDA
€ million

Sales
€ million+5% QoQ

251.0264.4
174.0

663.8751.8
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+6% QoQ
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Sales by application

Total Energy*: 75% of salesTotal Energy*: 84% of sales

Sales = € 1,189 m

Q3 2010

* Total Energy = Oil & Gas + Power Generation + Petrochemicals

Sales = € 979 m

Q3 2009

8%

10% 53%

8%
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Power 
generation

Other

Petrochem.

Automotive

Mechanical 
engineering

Oil & Gas

5%

6% 47%

7%
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30%

Power 
generation
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Mechanical 
engineering

Oil & Gas
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Sales by geographic region  

Q3 2010

* Non-E.U. = total world – E.U. of 27 countries

Q3 2009

Non-E.U.:69% of sales Non-E.U.:78% of sales

Asia and the 
Middle-East

11%

North
America

Other
E.U. 27

18%
16%
Germany

20%

4%
France

South 
America

10%

Rest of 
the world

21%

6%

North
America

Other
E.U. 27

31%
13%Germany

26%

3%France

South
America

7%

Rest of 
the world

14%

Asia and the 
Middle-East

Sales = € 1,189 mSales = € 979 m
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Average Oil price Q3 2010:
$ 76.4 / bbl (WTI)

Average Gas price Q3 2010:
$ 4.2 / mmbtu (Henry Hub)

Key market indicators are positive
$ 
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1,120 active rigs @ 30/09/10
+9% since 1 Jan 2010
Land: +8%
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Key market indicators are positive in the USA

1,672 active rigs @ 29/10/10
Horizontal: +61%
Vertical: +28% 

919 horizontal rigs @ 29/10/10
Gas: 69% of rigs
Oil: 31% of rigs
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Increasing our presence in high growth markets

•Brazil and USA now generate > 50% of sales 

•Strong growth in unconventional shale drilling in t he USA

•Successful deployment of new premium solutions

� VAM SG in USA, VAM 21 in Brazil 

•Successful integration of Serimax

•Strengthening our presence in China 

� Expansion of V&M Changzhou

� New facility to produce tubes for nuclear power pla nts in Nansha

� Agreement to acquire 19.5% of Tianda Oil Pipe  



11 Q3 2010 Results

2. Financial Results
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Q3 2010 Key figures 

€ 457 m

€ 106 m 

€ 174 m
17.8%

€ 979 m

(+21%)

315
(+61%)

Q3 2009

€ 55 m

€ 126 m

€ 264 m
23.6 %

€ 1,122 m

(+6%)

484
(+5%)

Q2 2010

€ 106 mOperating cash flows

€ 115 mNet income Group share

€ 251 m
21.1 %

EBITDA
(as % of sales)

€ 1,189 mSales

Q3 2010 change

507Volume (k tonnes)
Q3 2010 change 

Q3 2010
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Q3 2010: volume and sales 

•Volume 

740
658

696

370
315 330

488

672

344
484 507

Q1 08 Q2 08 Q3 08 Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10

+5% QoQ

€ million

K tonnes

Sales
1 1891 122

1 613

877
1 0909791 082

1 313

1 820
1 620

1 384

Q1 08 Q2 08 Q3 08 Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10

+6% QoQ

+61% YoY

+21% YoY
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Positive sales trend

Sales in € million

Q3
2009

Scope
effect* 

Price / Mix 
effect

Q3
2010

Volume 
effect

Currency 
translation 

effect

* Scope effect = DPAL, Protools, Serimax

Q2 
2010

Scope
effect* 

Price / Mix 
effect

Q3 
2010

Volume 
effect

1,122

+6%

Currency 
translation 

effect

-4%

+5% +2% 1,189

Sequential

+3%

979

+21%

-31%

+61%
+5%

1,189

Year-on-year

+4%

* Scope effect = Serimax



15 Q3 2010 Results

EBITDA

17.8%23.6%21.1%As % of sales

+44.3%174.0-5.1 %264.4251.0EBITDA

-0.4-10.0-4.6
Other income
(expense), net

+34.3%

+13.5%

+21.4%

% change
vs Q3 09

9.7%

-95.3

72.5%

-709.8

979.5

Q3 2009

+0.8%

+11.8%

+6.0%

% change
vs Q2 10

11.3%

-127.0

64.2%

-720.4

1,121.8

Q2 2010

10.8%As % of sales 

-128.0
Selling, general and 
administrative costs 1

67.7%As % of sales

-805.6Cost of sales 1

1,189.2Sales

Q3 2010

1 Before depreciation and amortization

€ million
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EBITDA of € 251 million: 21.1% of sales 

EBITDA / Sales

148
264 251

752
664

174 229

22.3% 20.8%
17.8%

21.0%
16.9%

23.6% 21.1%
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Net income

+9.0%105.7-8.5%125.9115.2Net Income, Group share

+0.6-10.2-14.7Minority interests

+23.7%105.1-4.6%136.1129.9Total Net Income

1.93.40.2Net income of equity affiliates

-48.1-72.0-48.3Income tax

+19.8%

+44.3%

% change
vs Q3 09

-2.0

153.3

+17.8

-38.5

174.0

Q3 2009

-11.9%

-5.1%

% change
vs Q2 10

-3.7

208.4

-12.6

-43.4

264.4

Q2 2010

-5.6Financial Income

183.6Operating Income

-19.9
Other (amortization, impairment
& restructuring)

-47.5Depreciation industrial assets

251.0EBITDA

Q3 2010

€ million
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Cash flow

+190.4

+54.5

-111.7

-41.0

-168.6

457.2

+309.7

147.5

Q3 2009

+635.7-546.0-124.8Change in net cash

+60.5-6.1+5.4
Asset disposals
and other elements

-140.8-92.0-9.1Dividends paid

-49.5-161.10.0Financial investments

-425.1

1,190.6

+570.8

619.8

9M 2009

-530.2

243.4

-293.9

537.3

9M 2010

-226.8Gross capital expenditure

105.7Operating cash flow 

-108.0Change in gross WCR *

213.7Gross cash flow from operations

Q3 2010

€ million

* [+ decrease / - increase]
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Capital expenditure

€ million

2006 2007 2008 2009 2010e

282

438

529

677

Capex relating 
to VSB

Planned 
Capex

9M actual
€ 530 million

Capex Other strategic 
Capex

900
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Other financial elements

At 30 September 2010: 

• Net debt of € 139.4 million
� Gearing ratio of 3.1%

• Liquidity profile 
� 40% of the € 833million bank loans and other borrowings have a maturity

in excess of 2 years

� Undrawn confirmed credit lines of € 1.2 billion
(maturities 2012 – 2013)
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3. Review by activity
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Market environment

• Oil & Gas

� Sustained demand in the USA and Brazil

� Continued growth in offshore in the Rest of the World 

• Power Generation

� In Europe and the USA, new coal-fired power plant pr ojects
still on hold

� Growth in Asia in a competitive environment

• Petrochemicals

� Several major projects under construction 

• Other market segments

� Good level of exports from Europe, strong activity in B razil
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Oil & Gas

453 447
553

634

1,667 1,634

9M 2009 9M 2010 Q3'09 Q1'10 Q2'10 Q3'10

% of total sales 9M 2010

51%

Sales 
€ million

-2% YoY

+15% QoQ

Consolidated sales include VAM Drilling Middle East  from 1 October 2009, Protools from 8 February 2010 
and Serimax from 8 June 2010
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Oil & Gas

• United States

� Rig count continued to progress with increased dril ling for oil and 
unconventional plays

� Unconventional gas drilling technologies applied to  liquids-rich / shale oil 
basins, driving demand for premium OCTG

� Launch of VAM SG, specially developed for unconvent ional shale drilling 

� Distributor inventories remain below 6 months of co nsumption

� Full capacity utilization of US pipe mill supplemen ted by imports from 
European mills  

• Rest of the world

� Integration of Serimax from Q3 2010

� Good level of activity in Europe, the Middle East, Africa and Brazil

� Offshore activity remains buoyant 

� Successful deployment of new innovative premium sol utions 
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• Premium connection:

� High torque

� Tension resistance

� Better clearance

� Gas tightness

Vallourec response to the shale opportunity:
New shale connection

VAM connection for shale drilling

Fit for purpose, competitive solution
for shale play economics
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Power Generation

296
191 222 163

576

9M 2009 9M 2010 Q3'09 Q1'10 Q2'10 Q3'10

879

Sales 
€ million

17%

- 35% YoY

-26% QoQ

• Sales reflect shift in project activity to competitive Asian markets and 
deliveries for maintenance in the USA and Europe

• High deliveries for nuclear power plants expected for Q4

• Prices & product mix for conventional power plants exp ected to reach a low
point in Q4 and then stabilize

% of total sales 9M 2010



28 Q3 2010 Results

Petrochemicals

70 89 9370

299
252

9M 2009 9M 2010 Q3'09 Q1'10 Q2'10 Q3'10

Sales 
€ million

-16% YoY

+4% QoQ

• All markets for petrochemicals continue to recover

• Good level of orders booked for major projects notably i n the Middle East 

% of total sales 9M 2010

8%
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Non-energy sales

Mechanical 
engineering

Automotive

131

231

79
88

263

298

105
116

197

74
135

95

0

100
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300

400

500

600

700

9M'09 9M'10 Q2'10 Q3'10

Construction 
& other

% of total sales 9M 2010

• Most segments benefiting
from positive economic
fundamentals

• European industrial
exports benefited from
weaker Euro in H1 2010 

• Growth remains strong in 
Brazil

• Distributor inventory
levels considered to be in 
balance   

+37% YoY

+16% QoQ

9%
7% 6%

€ million
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4. Strategy and 
outlook
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VSB: Rolling mill approaching completion 
2007

2010

2009

2008
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VSB: a competitive tool for our global ambition

August 2010

• Start-up of rolling mill by end of 2010
• Progressive ramp up: 2011 – 2012 
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Vallourec Global Strategy: 
invest where the growth is

North
America

South 
America

Europe

RoW

Nigeria 
threading 
mill OCTG 

2009

OCTG 
threading & 

drill pipe mills
2010-2011

VSB pipe 
and steel

mill in Brazil
2010

PTCT 
Indonesia
threading 
mill 2009

New tube 
mill in US

2011 China 
Q3 2010

Nuclear 
tubes 

France 
2011
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Vallourec in China 

Trading centre, OCTG and drilling products
Oil & Gas
Trading centre, OCTG and drilling products
Oil & Gas

Production facility of titanium welded tubes 
Power generation and chemical processing
Production facility of titanium welded tubes 
Power generation and chemical processing

2 production facilities of stainless steel welded tubes
Finishing facility of large diameter seamless pipes 
Power generation

Threading facility of VAM premium connections
Oil & Gas

2 production facilities of stainless steel welded tubes
Finishing facility of large diameter seamless pipes 
Power generation

Threading facility of VAM premium connections
Oil & Gas

Beijing

Changzhou

Xi’an

Zhangjiagang

• 8 manufacturing and service facilities 
• 500 employees
• 10% of the Group’s revenues in 2009

Sales offices
Field services, Oil & Gas
Sales offices
Field services, Oil & Gas
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Beijing

Changzhou
Tianda

Nansha

New investments announced in Q3 2010 

Oil & Gas

September 15
• Acquisiton of 19.5% interest 

in Tianda Oil Pipe 
Manufacture of OCTG

Oil & Gas

September 15
• Acquisiton of 19.5% interest 

in Tianda Oil Pipe 
Manufacture of OCTG

Power generation

July 28
• New forge to produce 60,000 

tonnes of large diameter 
seamless pipes in 
Changzhou

September 29
• New facility to produce 

steam generator tubing for 
nuclear power plants in 
Nansha

Power generation

July 28
• New forge to produce 60,000 

tonnes of large diameter 
seamless pipes in 
Changzhou

September 29
• New facility to produce 

steam generator tubing for 
nuclear power plants in 
Nansha
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Reinforcing our local offer 
for conventional power plants

• Expansion of V & M Changzhou 
• Chinese demand driven by strong 

development of power generation 
capacities

• Cost competitive proprietary 
production process

• Start-up mid 2012

15

45
60

Finishing Production

Existing New

C
ap

ac
ity

 (
K

t)

Stone laying ceremony 30 August 2010
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Reinforcing our local offer
for nuclear power plants 

• Nuclear renaissance in China 

• Installed capacity expected to grow 
from 15 GW to over 100 GW by 2020 

• Expansion of Valinox Nucléaire
currently underway in France to 
triple production

• New facility in Nansha to increase 
Vallourec’s total offer of steam 
generator tubing to close to 7,000km 
(H2 2012)

• Ideally positioned to serve key 
Chinese customers and accompany 
nuclear power revival worldwide 
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Cooperation agreement with Tianda Oil Pipe

• China: second largest OCTG market in the world 

• Tianda Oil Pipe:

� New state of the art PQF rolling mill with 
annual capacity of 500 kt – January 2010  

• Acquisition of a 19.5% interest

� To be finalized in Q1 2011 

• VAM Changzhou will thread Tianda pipes to serve the 
Chinese market with an integrated local offer for p remium 
OCTG

Working together to benefit from the fast 
development of the Chinese OCTG market
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Value creation from strategic capex

• Global industrial plan being deployed over 2011-201 3

1. Maximize utilization rates of new investments: 
first year of full capacity 

� VSB in Brazil: 2012

� New tube mill in USA: 2013 

� New tube capacity for Nuclear power plants

In France: 2012

In China: 2013 

� Power generation tube production in China: 2013 

2. Optimize production through greater plant specializ ation 

3. Increase flexibility in Europe
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Conclusion: Outlook

EBITDA margin in H2 2010 will be slightly below H1’10 

• H2 / Q4 2010

� Positive sales trend in Q4

� Sequential volume growth

� Mills operating at high level

� Price/mix effect in Powergen

� Operational expenses as VSB starts up in Brazil

� Sustained growth in Oil & Gas, Petrochemicals and non-E nergy;  
sales for conventional Powergen to stabilize around Q4 levels

� Q4 operating conditions in terms of volumes, sales a nd margins
should continue in 2011

• Entering 2011
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Appendices
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Group profile 

• World leader in premium tubular solutions primarily servi ng
the Energy markets, as well as other industrial applicatio ns

� Oil & Gas, Power Generation, Petrochemicals > 80% of sales

• 18,600 employees, integrated manufacturing facilities, 
advanced R&D, and presence in more than 20 countries, 
Vallourec offers its customers inovative global solutions to 
meet the growing energy challenges of the 21 st century

• Key figures:

� Production output 1,335 Kt 507 Kt

� Sales € 3,188m € 1,189m

� EBITDA € 664m € 251m

9M 2010 Q3 2010
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World leadership positions 
in high value-added products

Total seamless 
tubes market

Co-leader 
worldwide

Approx. 9%
of world market

No. 2
worldwide in 

drilling products
Oil & Gas

No. 1 worldwide in premium tubesPower 
generation

VAM® No. 1 
worldwide in 

premium OCTG

Strong positions in Petrochemicals, 
Mechanicals and structural tubes

Other 
applications
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Market trends:
New reservoir challenges

• Depletion of existing fields is 
a fact

• “Easy” oil has been found
• New developments are

in challenging areas: 

� Deeper wells

� More corrosive fields

� Directional / Horizontal wells

� More HP/HT wells

� More deep water offshore wells

• New applications are 
emerging:

� CO2 capture & injection

Source: Douglas Westwood, June 2010 
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Our products for Oil & Gas

���������	

����	
�

��������
���
��

��������
���
��

������	�����

������������
��

• Oil Country Tubular
Goods (OCTG)

� Casing – to consolidate the 
well

� Tubing – to convey oil & gas

• VAM® Premium 
Connections

� Gas-tight metal to metal
connections

• Drill Pipes 

• Linepipes

• Risers & Flowlines
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Fit for purpose solutions for every 
environmental challenge

Deep WaterShale Gas

Arctic Heavy Oil Salt Dome

VAM® RiserVAM® SG

Extended Reach

VAM® SW HC Grades
VAM® Must

VAM® 21
125SS

Sour Gas

LT Grades
CleanWell

Deep Well

VAM® 21
Expandable

HPHT

Hydroclean
VAM® Express 

VAM® HTF 

SS CRA 
Grades
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Ideally positioned to serve 
the Oil & Gas market in the USA

Image: Hart Energy
Houston, TX

Houma, LA

Youngstown, OH
Casper, WY

Muskogee, OK

Oil & Gas Shale Plays

• Long-term relationships with distributors, large in dependents 
and international majors

• Strong reputation of VAM ® products and services

• A collection of facilities located close to unconve ntional gas fields

Vallourec operations
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Strengthening our presence and our 
offer in the Middle East

Regional Offer 

New threading 
mill in Dammam

Q3 2011

Saudi Arabia, Dammam Q3 2011

- State-of-the-art premium OCTG 
threading mill with long term partner 
Al Qahtani & Sons 

- To accompany planned growth of 
Saudi Aramco and support the local 
OCTG industry

Local Presence 

DubaiDammam

Abu Dhabi

Cairo

VAM Drilling Middle East, Dubai. Oct 2009. 
Local supply of drilling products and services 
certified for sour service

Protools, Abu Dhabi. Feb 2010.
Leading provider of drilling accessories in the 
Middle East

Egypt, Suez Free Zone. Q4 2010. 
New yard management offer 

Regional sales offices in Dubai and Egypt
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VAM Global Solutions

Repair
services

Supply
Chain

Field 
Services

from Mill
to Well

Training &
Technical
Support

Accessories &
Coordination

Training programme
Tubular Essentials Integrated Services

Well Coordination
Tube Alloy

VAM Field Services
Connection Expertise

Licencee network
164 Licencees
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Leader in Premium Tubular SolutionsLeader in Premium Tubular Solutions
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9M 2010 sales by geographic region 
and by application  

* Non E.U. = total world – E.U. of 27 countries 

9M 2010 Sales = € 3,188 m

8%

North
America

Other
E.U. 27

27%
15%
Germany

25%

4%

France

South
America

7%

Rest of 
the world

14%

Asia and the 
Middle-East

Non-E.U.*: 73% of sales

10%

51%

8%

7%

18%

Power generation

Total Energy*: 77% of sales

Oil & Gas

Other
Petrochem.

Automotive

Mechanical 
engineering

6%

* Total Energy = Oil & Gas + Power Generation + Petrochemicals
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9M 2010 EBITDA

22.3%20.8%As % of sales

-11.7%751.8663.8EBITDA

-15.9-21.6Other income (expense), net

+10.1%

-6.0%

- 5.5 %

% change
vs 9M 09

-9.8%

-330.1

-67.5 %

-2,276.7

3,374.5

9M 2009

-11.4%

-363.4

-67.1%

-2.139.6

3,188.4

9M 2010

As % of sales 

Selling, general and 
administrative costs 1

As % of sales

Cost of sales 1

Sales

1 Before depreciation and amortization

€ million
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9M 2010 Net income

-27.6%416.8301.9Net Income, Group share

-18.1-31.0Minority interests

-23.4%434.9332.9Total Net Income

6.26.3Net income of equity affiliates

-203.1-149.0Income tax

-21.7%

-11.7%

% change
vs 9M 09

+5.4

626.4

-15.6

-109.8

751.8

9M 2009

-15.1

490.7

-41.7

-131.4

663.8

9M 2010

Financial Income

Operating Income

Other (amortization, impairment & 
restructuring)

Depreciation industrial assets

EBITDA

€ million
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Balance sheet items

Non current assets 3,296.4 3,991.3

Inventories and 
work in progress 927.2 1,153.0

Trade receivables 612.0 870.0

Financial instruments 23.7 56.9

Other current assets 152.9 199.3

Cash & cash equivalents 1,157.8 743.8

6,170.0 7,014.3

Shareholders’ equity 3,860.5 4,249.7

Minority interests 241.5 263.3

Equity capital 4,102.0 4,513.0

Provisions and deferred tax 406.0 500.2

Bank debt 751.1 883.2

Financial instruments 29.5 35.3

Trade payables 482.8 595.5 

Other current liabilities 398.6 487.1

6,170.0 7,014.3

Net debt € -406.7 m € 139.4 m
Net debt / equity -9.9% 3.1%

31/12/09 30/09/10€ million 31/12/09 30/09/10


