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Competitive investment: modern plant (state-of-the-art integrated tube mill with heat 
treatment and threading) + optimal location in Brazil

New mill in Brazil: an industrial and strategic
decision for the long term
Confidence in medium / long term market prospects

Optimized investment thanks to cooperation with Sumitomo and strengthening of our
strategic partnership with Sumitomo 

Investment : around $900 M (Vallourec’s estimated share), accretive as from the first 12 
months of sustained production

10% increase of production capacity (+ 300,000 t / year): 

� Tap future growth in demand for premium products (production starts mid-2010)

� Reinforce our leadership in premium Oil & Gas products

� Further enhance our product mix

� Optimize the utilisation rate of our existing production capacity (flexibility, 
operating profitability, reduction of external steel purchases)

Selective growth
strategy

Enhanced
competitiveness+
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Overall demand remained at a high level
� Despite the effect in the US of downward OCTG inventory 

adjustments

The environment remains mainly favourable 

Prices stabilizing on average
� Full effect of the price increases implemented in 2006 for certain high

added-value products

Plants operating at very close to full capacity, except in the US

Product mix further enhanced
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Record quarterly sales
In € million

Sales trend

+10.3%

1,4541,319

5,542

4,307

3,038

2,550
2,376

2002 2003 2004 2005 2006 Q1 2006 Q1 2007

Unaudited data
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Growth driven by mix and price effects

Q1 2006 Scope 
effects* 

Mix, price 
and 

currency 
effects

Q1 2007Volume
effect

1,318.6
+9.2% 1,453.9

-0.2%

In € million

* Mainly consolidation of SMFI and deconsolidation of Spécitubes and Cerec

+1.2%

+10.3%

Unaudited data
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Increase in EBITDA

Sales 1,318.6 1,453.9 + 10.3%

Other products 66.7 36.4 - 45.4%

Purchases consumed - 498.1 - 506.6 + 1.7%
Taxes and duties - 14.7 - 14.3 - 2.7%
Payroll costs - 202.0 - 215.8 + 6.8%
Other operating costs - 285.5 - 333.5 + 16.8%
Provisions 0.3 4.5

Total - 1,000 - 1,065.7 + 6.6%

EBITDA 385.3 424.6 + 10.2%

% CA
34.8%
1.0%

14.8%
22.9%
- 0.3%

In € million

Q1 2007 ChangeQ1 2006

% CA
37.8%
1.1%

15.3%
21.7%
0.0%

Unaudited data
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EBITDA margin mantained at a high level

2004
IFRS

2002

EBITDA/sales ratio as %

2003 2005 
IFRS

Q1 06
IFRS

2006
IFRS

Q1 07
IFRS

French GAAP until 2003, IFRS from 2004

13.6%

9.3%

15.0%

24.6%

30.1%
29.2% 29.2%

Unaudited data
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Increase in net income

EBITDA 385.3 424.6 + 10.2%

Amortization - 26.9 - 31.0

Disposals/restructuring 0.6 2.3

Operating income 359.0 395.9 + 10.3%

Financial income - 4.1 - 14.7

Income tax - 119.0 - 135.9 + 14.2%

Net income of equity affiliates - 2.3 4.0

Total net income 233.6 249.3 + 6.7%

Net income, Group share 212.9 237.7 + 11.6%

% of sales

29.2%

27.2%

% of sales

29.2%

27.2%

Q1 2007 ChangeQ1 2006

In € million

17.7% 17.1%

Unaudited data
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Cash flow (excluding financial expenses and taxes) 385.9 411.6

Interest paid and received - 1.9 0.1

Taxes paid - 87.8 - 77.2

Change in gross WCR - 67.2 - 183.5

Gross capital expenditure - 44.3 - 71.0

Financial investments - 28.9 0.0

Asset disposals 1.1 4.5

Share management programme 0.0 - 2.5

Dividends paid - 5.8 - 10.5

Other - 8.7 2.3

(Increase) / decrease in total net debt 142.4 73.8

Strong cash generation

In € million Q1 2007Q1 2006

Unaudited data
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Strong balance sheet 

Non-current assets 1,218.3 1,269.8

Inventories and
work-in-progress 1,039.3 1,126.5

Trade receivables 1,002.7 1,119.0

Financial instruments 91.0 93.1

Other current assets 111.9 121.6

Cash 889.3 960.1

Assets held for sale 175.6 194.0

4,528.1 4,884.1

Shareholders’ equity 2,130.4 2,371.9

Minority interests 92.8 93.6

Equity capital 2,223.2 2,465.5

Provisions 351.4 341.7 

Bank debt 847.9 844.9

Financial instruments 26.1 30.0

Trade payables 602.4 626.3

Other current liabilities 399.2 489.8

Liabilities held for sale 77.9 85.9

4,528.1 4,884.1

Net debt - 41.4 M€ - 115.2 M€
Gearing ratio -1.9% -4.7%

31/12/06 31/03/07

31/12/06 31/03/07

In € million
31/12/06 31/03/07

Unaudited data
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Oil & Gas
Oil & Gas sales / total sales

46.9%
Q1 2007

Vallourec’s sales in this market 
(in € million)

978
865

1,106

1,829

2,683

682

2002 2003 2004 2005 2006 Q1 2007
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Seamless OCTG: North America
� Downward inventory adjustments continue

� Prices maintained at a good level

� Final demand remains strong

Seamless OCTG: Rest of the world
� Demand remains buoyant 

� Good penetration of premium products 

� Order book = 8 to 9 months and prices stable at a high level

Oil & Gas 

Drilling products
� Markets very well-oriented

Confirmation of US slowdown, 
other markets remain well-oriented

Confirmation of US slowdown, 
other markets remain well-oriented

Special line-pipes 
� Good performance (cf. Petrobras contract – Hibrido Project)
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249

903

338

724

467

281

2002 2003 2004 2005 2006 Q1 2007

Power generation sales / total sales

Power generation

Vallourec’s sales in this market 
(in € million)

17.2%Q1 2007
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China
� Remains a major market

� Production successfully started at Changzhou plant

Power Generation 

Rest of the world
� Proportion of Europe and US sales continue to increase

� Increasing number of new and complex projects (supercritical and
ultra-supercritical power plants in Europe and in the US)

Confidence that overall demand will remain
strong in all parts of the world

Confidence that overall demand will remain
strong in all parts of the world

Overall
� Prices remain well-oriented

� Order book = 8 to 9 months
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146

634

301

461
334

273

2002 2003 2004 2005 2006 Q1 2007

Petrochemicals

Petrochemicals sales / total salesVallourec’s sales in this market 
(in € million)

10.0%

Activity remains at a satisfactory level
High basis of comparison effect 

and scope effect (CEREC disposal)

Activity remains at a satisfactory level
High basis of comparison effect 

and scope effect (CEREC disposal)

Q1 2007
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180

593

344

573

428
328

2002 2003 2004 2005 2006 Q1 2007

Mechanical engineering

Mechanical eng. sales/ total salesVallourec’s sales in this market 
(in € million) 12.4%

Demand remains buoyantDemand remains buoyant

Q1 2007
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452 501 483437 463

123

2002 2003 2004 2005 2006 Q1 2007

Automotive

Automotive sales / total salesVallourec’s sales in this market 
(in € million) 8.5%

Erosion of the level of activity in EuropeErosion of the level of activity in Europe

Q1 2007
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A business still focused on Energy 

5.0%

12.4%

46.9%

10.0%

8.5%

17.2%

Power 
generation

Total Energy*: 64.1% of sales

Oil
& Gas

Mechanical Eng.

Other

Petrochemicals

Automotive

Sales = € 1,454 m

Q1 2007

* Total Energy = Oil & Gas + Power generation

4.8%

10.7%

48.4%

11.4%

8.4%

16.3%

Power 
generation

Total Energy*: 64.7% of sales

Oil
& Gas

Mechanical Eng.

Other

Petrochemicals

Automotive

Sales = € 5,542 m

2006

Unaudited data
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US slowdown and increase of Germany

* Non-E.U.  = Total world – E.U. of 25 countries

15.1%

North 
America

Other E.U.

21.3%

17.0%
Germany

10.5%

7.5%
France

South 
America

7.2%

Rest of 
the world

21.4%

Asia and the
Middle East

Non-E.U.*: 60.4% of sales

Sales = € 5,542 m

14.6%

North
America

Other E.U.

26.1%

13.8%
Germany

10.8%

7.5%
France

South 
America

6.0%

Rest of
the world

21.2%

Asia and the
Middle East

2006

Non-E.U.*: 64.1% of sales

Sales = € 1,454 m

Q1 2007

Unaudited data
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Guidance for 2007

2007 sales : guidance confirmed 
� Barring any exceptional event, further sales growth of around 7% to 10% 

(excl. impact of planned disposal of VPE)

Vallourec is well placed to continue to 
strengthen its position as world leader
Vallourec is well placed to continue to 
strengthen its position as world leader

EBITDA/Sales for H1 2007 : guidance confirmed
� Ratio expected to remain at a high level, although just below 30%

� Increase in energy and transportation costs

� Costs relating to the intensive utilization of production capacity

Expectations for 2007
� Full capacity, excl.V & M STAR

� Slight increase in volumes

� Ongoing enhancement of product mix

� On average, stabilization of prices
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