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Information

• Only half year income statements are audited; quarterly 
statements are unaudited.

• Unless otherwise specified, indicated variations are 
expressed in comparison with the same period of the 
previous exercise.
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Another good quarter

Q2 2007 H1 2007

Sales 

EBITDA / Sales

Net profit, Group share 

Gross capital 
expenditure 

€ 1,558m

€ 257.7m

€ 96.5m

€ 3,012m

€ 495.4m

€ 167.5m

+10.8%

29.6%

+9.5%

+70%

+11.4%

29.9%

+7.5%

+78%
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Overall demand remained at a high level
� Despite the effect in the US of downward OCTG inventory adjustments

Vallourec benefits from growth in all its 
markets

Prices stabilized on average vs H2 2006
� Full effect of the price increases implemented in 2006 for certain high 

added-value products

Total output was maintained at an excellent level, despite slowdown at     
V & M STAR

� Production output H1 2007 = 1,456 k tonnes vs 1,457 k tonnes in H1 2006 

Product mix enhanced compared to prior year
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Within a context of:
� Lower activity in the US

� Increasing raw material prices

� Weakening dollar

The Group demonstrates its ability to 
maintain profitability at a high level

Vallourec’s results show:
� The Group’s competitiveness � good performance across all its operations

� Quality of the efforts made in terms of innovation � ability to get the most 
out of its leadership positions

� Relevant choices in terms of growth � investing in finishing capacity to 
increase the share of premium products 

� Client proximity developed worldwide � new commercial successes



VALLOUREC

Q2 2007 results
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3,012
2,717

2,376
2,550

3,038

4,307

5,542

1,399 1,558

2002 2003 2004 2005 2006 Q2
2006

Q2
2007

H1
2006

H1
2007

Sales: double-digit growth

+10.8%

+11.4%

Sales trend
In € million
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Growth driven by mix and price effects

Q2 2006 Scope
effect* 

Mix, price
and 

currency
effects

Q2 2007Volume
effect

1,399
+13.5% 1,558

-0.5%

In € million

* Q2 : mainly deconsolidation of Cerec

-1.4%

+11.4%

H1 2006 Scope 
effect** 

Mix, price
and

Currency
effects

H1 2007Volume
effect

2,717

+11.4% 3,012

-0.4% -0.1%

+10.8%

Q2 H1

** H1 : mainly consolidation of SMFI and deconsolidation of Spécitubes and Cerec
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734.9721.1730.9726.1

2,692.1
2,880.3

720.8702.2

2005 2006 Q1 06 Q2 06 Q3 06 Q4 06 Q1 07 Q2 07

H1 2007: production output stable vs H1 2006

Production output trend

In k tonnes
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Sales 1,398.7 1,558.2 +11.4%

Other products 64.6 66.7 +3.3%

Purchases consumed -492.6 -575.8 +16.9%
Taxes and duties -14.6 -15.1 +3.4%
Payroll costs -204.7 -220.1 +7.5%
Other operating costs -298.0 -328.5 +10.2%
Provisions -2.8 -18.8

Total -1,012.7 -1,158.3 +14.4%

EBITDA 450.6 466.6 +3.6%

Q2: EBITDA up 3.6%

37.0%
1.0%

14.1%
21.1%
1.2%

In € million

Q2 2007 ChangeQ2 2006

% of sales

35.2%
1.0%

14.6%
21.3%
0.2%

% of sales
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Sales 2,717.3 3,012.1 +10.8%

Other products 131.3 103.1 -21.5%

Purchases consumed -990.7 -1,082.4 +9.3%
Taxes and duties -29.3 -29.4 +0.3%
Payroll costs -406.7 -435.9 +7.2%
Other operating costs -583.5 -662.0 +13.5%
Provisions -2.5 -14.3

Total -2,012.7 -2,224.0 +10.5%

EBITDA 835.9 891.2 +6.6%

35.9%
1.0%

14.5%
22.0%
0.5%

In € million

H1 2007 ChangeH1 2006

36.5%
1.1%

15.0%
21.5%
0.1%

H1: EBITDA up 6.6%

% of sales % of sales
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29.6%
30.8%

29.9%
32.2%

30.1%

24.6%

15.0%

9.3%

13.6%

Operating margin maintained at a high level

2004
IFRS

2002 2003 2005 
IFRS

Q2 06
IFRS

2006
IFRS

Q2 07
IFRS

H1 06
IFRS

H1 07
IFRS

EBITDA/sales ratio as %

French GAAP until 2003, IFRS from 2004
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Q2: net income, Group share up 7.5% 

EBITDA 450.6 466.6 +3.6%

Amortization -29.5 -31.3

Disposals/restructuring 2.4 -16.7

Operating income 423.5 418.6 -1.2%

Financial income -11.2 5.7

Income tax -150.0 -158.4 +5.6%

Net income of equity affiliates -0.9 2.5

Total net income 261.4 268.4 +2.7%

Net income, Group share 239.7 257.7 +7.5%

% of sales

32.2%

30.3%

29.9%

26.9%

Q2 2007 ChangeQ2 2006

In € million

18.7% 17.2%

% of sales
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EBITDA 835.9 891.2 +6.6%

Amortization -56.4 -61.3

Disposals/restructuring 3.0 -15.4

Operating income 782.5 814.5 +4.1%

Financial income -15.3 -9.0

Income tax -269.0 -294.3 +9.4%

Net income of equity affiliates -3.2 6.5

Total net income 495.0 517.7 +4.6%

Net income, Group share 452.6 495.4 +9.5%

30.8%

28.8%

29.6%

27.0%

H1 2007 ChangeH1 2006

In € million

18.2% 17.2%

H1: net income, Group share up 9.5%

% of sales % of sales
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Cash flow (excluding financial expenses and taxes) 446.0 493.1

Interests paid and received 3.4 0.0

Taxes paid -168.9 -223.1

Change in gross WCR -90.1 -136.1

Gross capital expenditure -54.2 -96.5

Financial investments -3.7 -3.6

Asset disposals 15.0 3.7

Share management program (incl. liquidity contract) 0.0 9.7

Dividends paid -17.4 -9.9

Other -10.1 -1.2

(Increase)/decrease in total net debt 120.0 36.1

Q2: net cash up € 36.1m

In € million Q2 2007Q2 2006
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Cash flow (excluding financial expenses and taxes) 831.9 904.7

Interests paid and received 1,5 0.1

Taxes paid -256.7 -300.3

Change in gross WCR -157.3 -319.6

Gross capital expenditure -98.5 -167.5

Financial investments -32.6 -3.6

Asset disposals 16.1 8.2

Share management program (incl. liquidity contract) 0.0 7.2

Dividends paid -23.2 -20.4

Other - 18.8 1.1

(Increase)/decrease in total net debt 262.4 109.9

In € million H1 2007H1 2006

H1: net cash up € 109.9m



17 VALLOUREC Q2  2007 Results

Sound balance sheet 

Non-current assets 1,218.3 1,312.4

Inventories and 
work-in-progress 1,039.3 1,235.5

Trade receivables 1,002.7 1,152.3

Financial instruments 91.0 86.8

Other current assets 111.9 129.3

Cash 889.3 1,026.0

Assets held for sale 175.6 194.2

4,528.1 5,136.5

Shareholders’ equity 2,130.4 2,226.8

Minority interests 92.8 92.8

Equity capital 2,223.2 2,319.6

Provisions 351.4 353.2 

Bank debt 847.9 874.7

Financial instruments 26.1 24.7

Trade payables 602.4 633.2

Other current liabilities 399.2 841.9

Liabilities held for sale 77.9 89.2

4,528.1 5,136.5

Net debt € -41.4m € -151.3m
Gearing ratio -1.9% -6.5%

31/12/06 30/06/07

31/12/06 30/06/07

In € million
31/12/06 30/06/07



VALLOUREC

2007: priority given to 
investments
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Capital expenditure, a key factor in Vallourec’s
strategy

Innovation
� R & D                   

(500 people)

� Partnership with
Sumitomo (VAM®)

� Cooperation with 
clients

Growth
� Acquisitions         

(cf. V & M STAR, 
OMSCO, SMFI…)

� Increased capacity 
(eg. new mill in 
Brazil)

Competitive-
ness

� Expenditure to 
improve productivity

� Continuous 
improvement 
programme

Proximity
� New finishing units 

in China

� Frame agreements

� Services

Strategy
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Further increase in gross capital expenditure

103
192

282

~400

~50

2004 2005 2006 2007e

In € million

New tube mill in 
Brazil

� St-Saulve steel mill

� Threading 
capacities (incl. 
VAM Changzhou)

� Heat treatment

� De-bottlenecking

� Etc.

~450
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New mill in Brazil

Existing plant

New mill

Dedicated Deep 
Sea Terminal

Jeceaba

Barreiro

Rio de 
Janeiro
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Competitive investment: 
� State-of-the-art technology 

� Favourable conditions in Brazil

� Optimized through cooperation with Sumitomo

New mill in Brazil: a long-term industrial & 
strategic decision 

Investment: around $ 900m (Vallourec share):
� Earnings enhancing from the first 12 months of sustained production 

(production starting mid-2010)

Selective growth 
strategy

Enhanced 
competitiveness+

10% increase in our production capacity (+ 300,000 tonnes / year)
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Governance: 
� Executive Committee headed by Otavio Sanabio (Vallourec) 

� 5 Vallourec representatives / 5 Sumitomo representatives

New tube mill in Brazil: the project is now
underway

Joint-venture agreement signed on 19 July 2007:
� Structure of capital is finalized: 56 % Vallourec / 44% Sumitomo

� Company is named Vallourec & Sumitomo Tubos do Brasil Ltda

� Reciprocal call option in the event of a change of control

Limited expenses in 2007, no change to construction timetable: 
� Agreement signed with state of Minas Gerais on 23 April 2007

� Land preparation: excavation to start 

� Tender offers (steel mill and tube mill material): consultations in progress



24 VALLOUREC Q2  2007 Results

Saint-Saulve steel mill : 
� Set up in 1975, currently operating at its maximum capacity (630,000 tonnes / year)

� Scrap process (electric arc furnace)

� Diameter of round billets ranging from 120 to 250 mm

� 250 grades of steel including high alloy composition (13% chrome)

New continuous caster in the Saint Saulve
steel mill 

Replacement of the continuous caster :
� Installation of the new caster next to the existing caster (no stoppage of 

production)

� Start-up: Q4 2007

� Investment: € 66m
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Increase production by 100,000 tonnes per year from mid-2008

Broaden the size range of billets (able to service a larger number of tube mills)

Lower production costs

Maintain flexibility, with 100% of deliveries just-in-time

Possibility to increase the range of steel grades

New continuous caster in the Saint Saulve
steel mill 
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VAM Changzhou (China):
� Set-up announced in September 2006

� Start-up of production at VAM Changzhou planned for September 2007

� Capacity: 50 000 tonnes / year

� Sumitomo to acquire 49% share (planned)

� Threading premium connections for the VAM® product range

� Premium connections for the local Chinese market

Increased threading capacity 

Main objective:
� To increase production capacity of premium joints

� To be closer to our clients

Mülheim: 
� Production start-up early 2008

� Capacity: 50 000 tonnes / year

� Threading premium connections for the VAM® product range

� Premium connections for world market (Africa, Middle-East…)
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Increased heat treatment capacity

New heat treatment line, Rath tube mill (Germany)

Heat treatment applied to 50% of total production in 2007

Main sites involved in upgrades: Rath (Germany), St-Saulve (France),           
V & M do BRASIL, V & M STAR in Houston (US) , VMOG in Aulnoye (France)



VALLOUREC

Review of Vallourec’s 
activity by market 
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1 410
1 290

978
865

1 106

1 829

2 683

728

2002 2003 2004 2005 2006 Q2 2007 H1 2006 H1 2007

Oil & Gas
Oil & Gas sales / total sales

46.8%
H1 2007

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

+9.3%
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OCTG North America
� Continued inventory adjustments by distributors   

� V & M STAR  activity down by around 20%

� End-user demand remains stable

� VAM® threading continues at full capacity 

OCTG Rest of the world
� Demand continues to be good  

� Order book = 8 months

� Price in US $ stable at an excellent level

Oil & Gas 

Drilling products
� Growing presence in a growing market

Inventory adjustments continue in US
Demand remains well oriented in other markets

Inventory adjustments continue in US
Demand remains well oriented in other markets
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Power gen. sales / total sales

Power generation

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

17.2%H1 2007

+15.1%

518
450

269

903

338

724

467

281

2002 2003 2004 2005 2006 Q2
2007

H1
2006

H1
2007
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China
� Remains a major market

� Changzhou plant running at full capacity

Power generation 

Rest of the world
� Buoyant demand 

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

Confident that overall demand will remain 
buoyant in all parts of the world

Confident that overall demand will remain 
buoyant in all parts of the world

Overall
� Order book = 8 to 9 months

� Prices remain at high level 
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308309
162

634

301

461
334273

2002 2003 2004 2005 2006 Q2
2007

H1
2006

H1
2007

Petrochemicals

Petrochemicals sales / total sales

10.2%

Activity remains at a satisfactory level
Effect of high prior year comparison 

Activity remains at a satisfactory level
Effect of high prior year comparison 

H1 2007

-0.3%

Vallourec’s sales in this market 
(in € million)
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371
293

191

593

344

573
428

328

2002 2003 2004 2005 2006 Q2
2007

H1
2006

H1
2007

Mechanical engineering

Mech. Eng. sales / total sales

12.3%

Demand remains buoyant, especially in Germany
Slight seasonal slowdown anticipated in H2

Demand remains buoyant, especially in Germany
Slight seasonal slowdown anticipated in H2

H1 2007

+26.6%

Vallourec’s sales in this market 
(in € million)
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452 501 483437 463

139
243 262

2002 2003 2004 2005 2006 Q2
2007

H1 2006 H1 2007

Automotive

Automotive sales / total sales
8.7%

Growth in Brazil and sustained demand for bearings in Europe
H2 scope effect (sale of VPE)

Growth in Brazil and sustained demand for bearings in Europe
H2 scope effect (sale of VPE)

H1 2007

+7.8%

Vallourec’s sales in this market 
(in € million)
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The majority of our business continues to be
focused on Energy

4.8%

12.3%

46.8%

10.2%

8.7%

17.2%

Total Energy*: 64.0% of sales

Sales = € 3,012m 

H1 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
Engineering 

Other

Petrochem.

Automotive

Sales = € 5,542m 

2006

Oil & Gas

Automotive

Mechanical
Engineering 

Other

Petrochem.

Power 
generation
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Growth in Germany and slowdown in US

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

15.1%

North 
America

Other E.U.*

21.5%

16.6%

Germany

11.1%

7.5%

France

South 
America

8.2%

Rest of World

20.0%

Asia and 
Middle East

Non E.U.*: 60.8% of sales

14.6%

North 
America

Other E.U.*

26.1%

13.8%

Germany

10,8%

7.5%

France

South
America

6.0%

Rest of World

21.2%

Asia and 
Middle East

Non E.U.*: 64.1% of sales

Sales = € 3,012m 

H1 2007
Sales = € 5,542m 

2006



VALLOUREC

Outlook 
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2007 guidance

Sales outlook for H2 2007: 
� Barring unforseen circumstances, anticipated sales growth 

of 7 to 10% (on a comparable basis)

� Impact of the sale of VPE = € 100m in H2

EBITDA / Sales outlook for H2 2007:
� Ratio is expected to be close to that of H1 before taking into 

account effect of seasonality 

� Seasonality includes annual maintenance expenses (in 2007, 
around € 40m higher) and to a lesser extent, impact of planned 
maintenance on activity

� Of note: further weakness of the US dollar would have a 
translation effect for our non European subsidiaries
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Long term outlook remains positive

Source : EIA - Energy
Information Administration

Increasing complexity of applications        
���� rise in proportion of premium products

Deeper wells 

Corrosive fields 

Deviated wells (directional & horizontal) 

Oil & Gas 
demand

+1.7% +2.8%

per year for the 
next 10 years

Electricity 
demand

+2.6%

Towards ultra-supercritical power plants
���� increasingly sophisticated products

Reduction of CO2 emissions

Increasingly higher temperatures (> 600°C)

Increasingly high-performance and durable 
materials 

Source : IEA – International 
Energy Agency

per year to 2030
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