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Information

• Only full year and half year statements are audited. 
Quarterly statements are unaudited and are not subject 
to any review.
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• Unless otherwise specified, indicated variations 
are expressed in comparison with the same 
period of the previous year.
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1. Highlights of 2008



A good year despite
extreme volatility (1/2) 
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A good year despite
extreme volatility (2/2) 
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2008: continued investments

� Acquisition and integration of 3 tubular companies in the U.S.
(premium activities) 

� New continuous caster in Saint-Saulve steel mill, F rance

� High level of investments in Europe, the U.S. and B razil   
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� High level of investments in Europe, the U.S. and B razil   

Acquisition of Atlas Bradford, 
TCA and Tube Alloy 

16 May 2008

Continuous caster Saint-Saulve 
April 2008

New mill in Brazil   
September 2008 



Q4 2008 2008

Sales 

EBITDA (as % of Sales)

€1,820m €6,437m +4.8%*

€1,694m (26.3%)

+11.8%*

€492m (27.0%)

In summary:
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Net Income 
Group Share

Gross capital expenditure 

€275.4m

€157.9

€967.2m

€528.5

-1.9%

+20.7%

+13.4%

+2.8%

Gearing 10.7% at 31/12/08

* On a comparable basis sales +10.8% in Q4 2008, +6.3% full year 2008.



4,307

5,542
6,141 6,437

Sales continued to grow in 2008 

€ million

+4.8%

Sales 

���	
�����
��� ����	��	��	������2008 Full Year Results9

3,038

4,307

2004 2005 2006 2007 2008



EBITDA margin at high level 

1,665 1,751 1,69415.0%

24.6%

30.1% 28.5%
26.3%
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Activity increasingly focused on 
Energy markets 

11.1%

46.1%
5.7%

Oil 
& Gas

Automotive

Mechanical 
engineering

11.5%

46.1%
8.4%

Oil 
& Gas

Automotive

Mechanical 
engineering

Sales = € 6,437 m

2008

Sales = € 6,141 m

2007
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6.1%

11.1%

10.7%

20.3%

Power 
generation

Total Energy*: 66.4% of sales

Other

Petrochem.

5.6%

11.5%

10.2%

18.2%

Power 
generation

Total Energy*: 64.3% of sales

Other

Petrochem.

* Total Energy = Oil & Gas + Power generation



Strong growth in the Americas 

North 
America

18.6%
17.9%
Germany

7.3%
France

Sales = € 6,437 m

2008

Sales = € 6,141 m

2007

North 
America

23.7%
17.8%
Germany

5.6%
France
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14.3%

Other 
E.U. 25

17.9%

12.8%

South 
America

8.0%

Rest of 
the world

20.9%

Asia and the 
Middle-East

Non-E.U.*: 60.5% of sales

10.9%

Other 
E.U. 27

17.8%

14.5%

South 
America

7.0%

Rest of 
the world

20.5%

Asia and the 
Middle-East

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

* Non E.U. = Total – 25 E.U. countries in 2007, 27 E.U. countries in 2008



A stable production output 
at constant perimeter

735.3 720.4
681.8 700.9

658.1

730.4

671.6
696.3

2007

2,838.5

2008

2,766.4

K tonnes
Production output *
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Q1'07 Q2'07 Q3'07 Q4'07 Q1'08 Q2'08 Q3'08 Q4'08

* Production output of hot-rolled tubes from tube mills



Brutal change 
at the end of 2008

� End 2008

� Sustained demand in energy segments

� Significant price increases

� End 2008 – start 2009
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� Destocking by end-users and distributors 

� Start 2009

� Low level of bookings also in energy segments 

� Very low visibility



2. Financial Results



� EBITDA margin improved throughout the year

EBITDA

491.5

24.7%

26.6% 26.7% 27.0%

26%

27%
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Record EBITDA of € 492 m in Q4 (+12.1% compared to Q 4 2007)

� Sales up 11.8%

� Volumes still at a high level (-0.7%) 

� Result of progressive price increases throughout 2008

� Despite negative currency effect (orderbook hedging effect) 

EBITDA
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� Cost of raw materials up 10.4%

� Remains high compared to Q4 2007

� But lower scrap prices compared to Q3 2008 

� Personnel expenses up due to evolution of geographi cal mix 
(North American acquisitions)

� Other operating costs up with inflation of energy a nd sub-
contracting costs



EBITDA 

Q4 2008

€ million

Sales 1,820.3 11.8% 6,437.0 4.8%

Other products 30.8 ns 146.2 ns

% Sales % Sales

Purchases consumed -686.9 37.7% 10.4% -2,525.6 39.2% 11.5%

Change /
Q4’07 2008

Change /
2007
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Taxes and duties -14.2 0.8% 0.7% -51.6 0.8% -8.2%

Payroll costs -244.1 13.4% 18.3% -856.6 13.3% 3.6%

Other operating costs -398.5 21.9% 15.6% -1,442.5 22.4% 7.7%

Provisions -15.8 0.9% -7.1% -13.0 0.2% -61.8%

EBITDA 491.6 27.0% 12.1% 1,693.9 26.3% -3.2% 



Net income, Group share

EBITDA 1,750.8 1,693.9 -3.2%

Amortization - 118.0 -165.6
Disposals / restructuring -10.2 -6.5

Operating Income 1,622.6 1,521.8 -6.2%

% Sales

28.5%

26.4%

% Sales

26.3%

23.6%

2008 Change2007

€ million
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Operating Income 1,622.6 1,521.8 -6.2%

Financial Income -29.0 -18.8

Income tax -575.3 -480.7

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%

26.4% 23.6%

16.7% 15.9%



Gross cash flow from operations 1,196.3 1,234.6

Change in gross WCR -214.4 -351.2

Operating cash flow 981.9 883.4

Gross capital expenditure -437.7 -528.5

Asset disposals 151.3 2.3

Cash flow

20082007€ million
� High level of cash 

flow from operations

� Enabling an 
increased level of 
capital expenditure 
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Asset disposals 151.3 2.3

Financial investments -3.6 -541.4

Share capital increase 0.0 47.8

Dividends paid -465.1 -405.3

Other -25.8 -47.2

Increase / decrease in net debt 201.0 -588.9 

� After dividends, the 
increase in net debt 
is equivalent to the 
acquisitions realised 
during the year



Balance sheet

� A low level of debt

� Net debt of € 346.5 million, down from Q3’08 (€ 451.3 million) 

� Low gearing ratio: 10.7% (15% at 30 September 2008)

� A satisfactory maturity profile 
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� 94% of bank loans and other borrowings have a maturity in excess of 
3 years

� Confirmed credit lines available

� Undrawn confirmed credit lines of € 1 billion, maturities 2012-2013



3. Review and outlook by activity 3. Review and outlook by activity 



Oil & Gas

2,683
2,830

2,969

Oil & Gas / total sales

46.1%

2008
Sales in this market
€ million

+4.9%

+26.7%
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748
615

734 673

948



Oil & Gas 

� Q4 2008

� OCTG North America: strong sales benefiting from price increases 
and recovery in deliveries following hurricane Ike

� Rest of the world: robust sales, high prior year comparison
(mix / $ effect)  

� Start of 2009
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� North America:

� Rig count down 36% versus peak (September 2008)

� US distributors’ stocks represent around 7 months current consumption

� Reduced level of activity

� Rest of the world:

� Wait & see approach (low bookings)

� Backlog 6 months



Power generation / total sales

Power generation

903

1,119

1,308

Sales in this market 
€ million

20.3%

2008

+16.9%
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327
271

327 330
379

+15.9%



Power generation

� Q4 2008

� Strong growth due to combined effect of price and mix improvements  

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

� Overall proportion of sales in China reducing

� Start of 2009
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� Start of 2009

� Slowdown in Chinese demand

� Projects delayed, low bookings

� Backlog 6 months



Petrochemicals

634 625
691

Petrochemicals / total sales

10.7%

2008
+10.6%

+26.2%

Sales in this market 
€ million
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149 139 163
200 188

Strong growth in Middle East (H1) and in North America (H2) 
Sharp drop in bookings since beginning 2009



593

707 713

185 195 189

Mechanical engineering

Mechanical engineering / total sales

11.1%

2008
+0.8%

-11.1%

Sales in this market 
€ million
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162 185 195 189
144

Slowdown in end-user demand accentuated by destocking
Steep reduction in bookings since end 2008

28



Automotive

463
513

365

140
96 94 100

Automotive / total sales

5.7%2008

-28.8%

-46.4%

Sales in this market 
€ million
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96 94 100 75

Scope effect (sale of activities in Europe)
Downturn in automotive industry worldwide



Cooperation with Sumitomo 

� Cooperation strengthened in the U.S.

� Sumitomo will hold 49% of the capital in V&M Atlas Bradford 

� Merger of V&M Atlas Bradford and VAM USA to create VAM USA LLC 

� Integration of Atlas Bradford® and VAM® premium product lines

� Combined R&D capabilities 

� Industrial and commercial synergies
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� Industrial and commercial synergies

� Sumitomo Corp will hold 19.5% of the capital in V&M TCA 

� Cross shareholdings

� Vallourec will purchase common shares in Sumitomo Metals for an amount of 
US$ 120 million, representing around 1% of SMI share capital.

� Sumitomo Metals will purchase common shares in Vallourec for an amount of 
US$ 120 million, representing around 2% of Vallourec share capital  



Cooperation agreement with Tubacex 
for the Energy markets

� Seamless stainless steel tubes 

� R&D:

� Oil & Gas market – stainless solutions for extremely corrosive 
environments
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� Power generation – new materials capable of withstanding higher 
temperature and pressure conditions for future power plants  

� Sales: 

� Offering combined premium solutions 



Pursuing our capex programme

529

2009 Capex 
includes: 
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103

192

282

438

529

2004 2005 2006 2007 2008 2009

includes: 

Ongoing 
maintenance

+ VSB

+ additional 
projects under 

review 

VSB

116 



� Reduced level of activity 

� Anticipated reduction in production of around 200k tonnes in Q1 2009
(vs average quarterly production of 690k tonnes in 2008)

� Measures of adaptation

� Reducing working time by 15% through: 
Cut-back of overtime

Adapting quickly
to the new environment  
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Reduction of temporary personnel and contractors

� This is supplemented by the use of time accounts

� Timely adjustment to the level of production

� Adjustments differ by plant and by country

� Short time working could be considered at certain plants if low level of 
activity continues

� Recurrent cost savings through CAP TEN



4. Guidance & Conclusion  4. Guidance & Conclusion  



Resistance in Q1 2009 results

� Lower level of activity

� Reduction in production output of around 200k tonnes in Q1

� Sales decline limited to 5% in Q1 2009 compared to Q1 2008  

� Higher average sales prices
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� Higher average sales prices

� EBITDA / Sales margin in line with Q1 2008 around 2 5%

� Lower raw material prices

� Rapid measures to adapt  



Vallourec has changed over 10 years

10 years ago Today

Share of sales outside 
Europe

31% 66%

Share of tubes production 
outside Europe

0%* around 40%
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34% 66% 
Sales of Energy in total 
sales

45% V&M
tubes 

very limitedMinority participations

23%  < 6% Exposure to automotive 
industry

*  Before integration of V & M do BRASIL in 2000



Vallourec is well prepared to get 
through the downturn

1. Healthy financial position

2. Large experience of flexibility

3. Premium resistance to pricing pressures
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3. Premium resistance to pricing pressures

4. Investments in competitiveness



Vallourec has what it takes to be 
stronger in the long term

1. Fundamental long term drivers of our 
activity 

2. Investing for the future
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3. R&D for premium 

4. Ready to seize opportunities for growth
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Growth driven by higher prices

In € million

6,141
+6.5% 6,437

-1.3% -0.2%

+4.8%
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Q4 
2007

Scope * Price, mix, 
currency

Q4 
2008

Volume

1,629 +11.6% 1,820
+0.9%

* The comparable basis restates 2007 sales to make them comparable with those of 2008, taking into account the disposals during 2007 and the acquisition 
of V&M Atlas Bradford, V&M TCA and V&M Tube-Alloy, consolidated from 16 May 2008. 

-0.7%

+11.8%

2007 Scope* Price, mix, 
currency

2008Volume

Q4

2008



Sales 1,628.8 1,820.3 +11.8%

Other products 14.2 30.8 ns

Purchases consumed -622.3 -686.9 +10.4%

Taxes and duties -14.1 -14.2 +0.7%

Q4 EBITDA up 12.1% 

% Sales

37.7%

0,8%

In € million Q4 2008 ChangeQ4 2007

% Sales

38.2%

0.9%

���	
�����
��� ����	��	��	������2008 Full Year Results42

Taxes and duties -14.1 -14.2 +0.7%

Payroll costs -206.4 -244.1 +18.3%

Other operating costs -344.6 -398.5 +15.6%

Provisions -17.0 -15.8 -7.1%

Total -1,204.4 -1,359.5 +12.9%

EBITDA 438.6 491.6 +12.1%

0,8%

13.4%
21.9%

0.9%

0.9%

12.7%
21.2%

1.0%



Q4 Net Income

EBITDA 438.6 491.6 +12.1%

Amortization - 28.8 -47.1
Disposals / restructuring -3.3 -3.4

Operating Income 406.5 441.3 +8.6%

% Sales

26.9%

25.0%

% Sales

27.0%

24.2%

Q4 2008 ChangeQ4 2007In € million
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Operating Income 406.5 441.3 +8.6%

Financial Income -12.1 -4.0

Income tax -140.7 -129.4

Net income of equity affiliates -4.4 -3.4

Total Net Income 249.3 304.5 +22.1%

Net Income, Group Share 242.8 275.4 +13.4%

25.0% 24.2%

15.3% 16.7%



Sales 6,140.5 6,437.0 +4.8%

Other products 132.9 146.2 ns

Purchases consumed -2,265.5 -2,525.6 +11.5%

Taxes and duties -56.2 -51.6 -8.2%

2008 EBITDA 

% Sales

39.2%

0.8%

In € million 2008 Variation2007

% Sales

36.9%

0.9%
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Taxes and duties -56.2 -51.6 -8.2%

Personnel expenses -827.0 -856.6 +3.6%

Other operating costs -1,339.8 -1,442.5 +7.7%

Provisions -34.0 -13.0 -61.8%

Total -4,522.5 -4,889.3 +8.1%

EBITDA 1,750.8 1,693.9 -3.2%

0.8%

13.3%
22.4%

0.2%

0.9%

13.5%
21.8%

0.6%



2008 Net Income

EBITDA 1,750,8 1,693.9 -3.2%

Amortization -118,0 -165.6
Disposals / restructuring -10,2 -6.5

Operating income 1,622,6 1,521.8 -6.2%

% Sales

28.5%

26.4%

% Sales

26.3%

23.6%

2008 Change2007In € million 
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Operating income 1,622,6 1,521.8 -6.2%

Financial income -29,0 -18.8

Income tax -575,3 -480.7

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%

26.4% 23.6%

16.7% 15.9%



Balance sheet items

Non current assets 1,492.2 2,362.6

Inventories and 
work in progress 1,168.7 1,443.6

Trade receivables 1,048.6 1,203.6

Financial instruments 158.1 26.3

Shareholders’ equity 2,707.8 3,132.8

Minority interests 81.9 99.2

Equity capital 2,789.7 3,232.0

Provisions 357.4 331.5

31/12/07 31/12/08€ million 31/12/07 31/12/08
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Financial instruments 158.1 26.3

Other current assets 142.8 200.6

Cash 912.5 528.1

4,922.9 5,764.8

Bank debt 670.1 874.6

Financial instruments 28.1 113,3

Trade payables 671.9 721.8

Other current liabilities 405.7 491.6

4,922.9 5,764.8

Net debt - € 242.4 m + € 346.5 m
Gearing ratio -8,7% +10,7%

31/12/07 31/12/08


