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Dear Shareholder,
In 2017, we benefited from the first tangible signs of a recovery in the Oil & Gas industry. Exploration & Production
Capex picked up slightly, essentially supported by the United States. WTI price levels in 2017 enabled a strong recovery
in drilling activity in the region, while market conditions in the rest of the world remained mixed. Power Generation
activities were affected by weaker demand. Finally, thanks to improved macroeconomic conditions in Europe and
Brazil, our Industry & Other activities returned to growth.
We also continued to deploy our Transformation Plan which aims to adapt our industrial footprint to the structural
changes in our markets. This Plan is moving forward at a very satisfactory pace. Thanks to the teams’ commitment and
hard work, we expanded new competitive production routes from our two new production hubs in China and Brazil,
developed a new organization that brings us closer to our customers and generated significant cost savings.
As a result of the more favorable market conditions and the actions implemented as part of the Transformation Plan,
Vallourec’s financial performance was superior to expectations with an EBITDA already at breakeven in 2017, a
significant improvement over the previous year.
The Group’s cash position and balance sheet are constantly being monitored. In 2017, the working capital requirement
decreased in spite of the sales growth and we monetized non-core assets. We strengthened and diversified the
Group’s liquidity by raising €800 million in Q4 2017 and €400 million in April 2018 on the bond and convertible bond
markets. As such, Vallourec’s liquidity position is rated “strong” by Standard & Poor’s.
In 2018, we expect to benefit from a favorable activity level in the U.S. In Brazil, we renewed and reinforced our
partnership with Petrobras, the Brazilian oil company, by signing new long-term contracts last month. While the timing
and magnitude of the international Oil & Gas market rebound is yet to be confirmed, tender activity is increasing which
should result in higher bookings. We remain focused on the implementation of our Transformation Plan which will
continue to generate significant savings and contribute to the continuous improvement of our results.
We invite you to participate in the Annual General Meeting which will take place on May 25th. This event is an opportunity
for dialogue and enables you to vote on the resolutions submitted for your approval and to directly take part in your
Group’s decisions. If you are unable to attend in person, we encourage you to appoint a proxy or to cast a vote by
Internet or by post.
Thank you for your trust and loyalty

VIVIENNE COX

PHILIPPE CROUZET

Chairman of the Supervisory Board

Chairman of the Management Board
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Financial results

Improved
2017 financial results

Fiscal year 2017

Exploration & Production spending for Oil & Gas projects
slightly increased in 2017. The timing and magnitude of the
recovery of international markets is yet to be confirmed.

2.3 million metric tons

EBITDA AT BREAKEVEN

OUTLOOK FOR 2018

Consolidated revenue stood at €3,750 million in
2017, a 26.5% increase compared to 2016 (+15.2%
at constant scope and exchange rates) mainly driven
by the strong rise in OCTG volumes in the US. In
this region, the sustained increase in drilling activity
enabled Vallourec to pass price increases which took
full effect as from July 2017. However, in EAMEA, 2017
deliveries were mainly the result of orders booked at
low prices. The industrial margin improved by €215
million thanks to the increase in revenue, the positive
impacts of the Transformation Plan and net reversals
of provisions. EBITDA increased €221 million and
reached €2 million.
The net result, Group share remained negative at
-€537 million but improved by €221 million compared
to 2016. Vallourec generated a negative free cash flow
of -€423 million and its net debt stood at €1.5 billion at
the end of 2017. At the Shareholders’ Meeting, which
will be held on May 25, 2018, Vallourec will submit a
proposal that no dividend be distributed for fiscal year
2017.

When it released its 2017 financial results at the end
of February 2018, Vallourec commented on market
trends anticipated for the months to come.

GOOD PROGRESS ON THE
TRANSFORMATION PLAN
Thanks to the teams’ commitment, we pursued the
in-depth transformation of our industrial footprint
and generated €164 million gross cost savings. The
Group is confident that it will achieve the target of an
additional €750 million EBITDA contribution over the
period 2016-2020.

In the U.S, assuming no significant change in WTI price,
we anticipate the average rig count to moderately
increase in 2018 while OCTG consumption per rig
should continue to rise. This would allow Vallourec to
benefit from the full year impact of volume and price
increases achieved in H2 2017. In Brazil, drilling activity
is expected to remain stable. In the rest of the world,
increasing tender activity for Oil & Gas projects should
result in higher bookings, with positive impacts on
deliveries to materialize mostly as from 2019.
Power Generation revenue is expected to be impacted
by a diminishing number of conventional power plant
projects, particularly in China and Korea.
Improved momentum in the Industry markets in
Europe and Brazil should be confirmed, although these
markets remain very competitive.
The business environment is also experiencing an
unusually high and unfavorable volatility in some
consumable prices (e.g. electrodes) and in currencies,
which, if maintained at current levels, would have a
negative effect on Vallourec’s results. Meanwhile, we
continue to steadily execute our Transformation Plan,
which will continue to generate significant savings, and
to reinforce Vallourec’s competitiveness.

Figures as at
31 December 2017
Sales volume

+76.1% compared with 2016
(+35.0% at constant scope)

Revenue

€3,750 million
+26.5% compared with 2016
(+15.2% at constant scope and
exchange rates)

Revenue breakdown
61.3%

Oil & Gas

20.6%

Industry & Other

7.2%

Petrochemicals

10.9%

Power Generation

EBITDA

€2 million
Net result, Group share

-€537 million

(+€221 million compared with 2016)

VALLOUREC RENEWS AND REINFORCES
ITS PARTNERSHIP WITH PETROBRAS

Liquidity
Cash and cash equivalents

€1 billion

At the beginning of April 2018, Vallourec renewed and
reinforced its collaboration with Petrobras, the National
Brazilian Oil Company, by signing new long-term agreements.
Vallourec will supply Petrobras’ operations with premium
seamless OCTG products containing premium steel grades
and connections using state-of-the art technology, and with
specialized services.
The products and associated services will be used by
Petrobras on its offshore Oil & Gas exploration and
production wells located in important reservoirs of the presalt basin, which already represents more than 50% of its
total production.
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Undrawn credit lines

€2 billion
Net debt

€1.5 billion
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Transformation Plan

Transformation Plan:
Positive mid-term results
Since the beginning of 2016, Vallourec has been deploying an ambitious Transformation
Plan to optimize its industrial footprint and enhance its competitiveness. After two
years of implementation, Vallourec is confident that it will reach the targeted €750
million in additional EBITDA contribution by 2020.
TARGET CONFIRMED
The strategic initiatives announced on February 1st,
2016 by the Group should enable it to generate
approximately €750 million in additional EBITDA
contribution between 2016 and 2020. This
additional contribution should be derived from three
sources:
• 
the rationalization of the existing industrial
footprint and the associated cost reductions,
• 
the full consolidation of VSB, the Group’s
Brazilian subsidiary, following its merger with
VBR and the acquisition of Tianda Oil Pipe,
• the allocation of more volumes to the two most
competitive production hubs, VSB and Tianda
Oil Pipe.
The essential measures are now in place. In two
years (2016-2017), approximately 50% of
the €750 million target have been achieved.
In consideration of these results, the Group is
confident that the strategic initiatives announced
on February 1st, 2016 will allow the target of an
additional €750 million contribution to EBITDA in
2020 to be achieved and will place the Group in a
position that would allow it to fully benefit from the
recovery of the Oil & Gas markets.

The Tianda mill in China

IN-DEPTH
TRANSFORMATION
After merging its two main entities in Brazil,
acquiring and integrating Tianda Oil Pipe in
China, rationalizing its European footprint,
developing savings programs all over the world
and implementing a new regional organization,
Vallourec continues to pursue the deployment of its
Transformation Plan to fully benefit from this new
industrial footprint. Focus on the 4 pillars supporting
an in-depth transformation of the Group:

• Competitiveness program: Implementation
of new production routes in Brazil and
China contribute to enhancing the Group’s
competitiveness. A new step was achieved
in 2017 with the qualification of Tianda by
tier-1 customers. In parallel, thanks to its cost
reduction programs, Vallourec generated
€315 million gross savings since 2016.
• Optimization of organization and processes:
Several projects aim to optimize the Group’s
industrial and commercial performance as well
as that of support functions. One example
of this is Vallourec’s implementation of a new
global S&OP (Sales & Operations Planning)
to allocate each order to the most competitive
route whilst guaranteeing customer satisfaction
in terms of lead time, quality, etc. The ultimate
goal is to increase Vallourec’s flexibility and
reactivity by optimizing capacities and the loads
of mills. Regional Shared Services Centers within
Vallourec are another example. They provide
mutualized services such as procurement or
accounting to other Group departments.
• Digital: The “Digital @ Vallourec” program uses
the power of data with three goals in mind: (i)
enrich Vallourec’s offer with innovative services
using product data and digital solutions to
provide added value to its customers, (ii) improve
internal processes and industrial performance,
and (iii) foster collaboration and improve
employee experience. Initiatives such as the
“Open Innovation Challenge “ on intelligent tubes
or the “Digital Hive” bolster the development of
new approaches and ways of working.
• Cultural change: Various initiatives support the
deployment of the Transformation Plan to help
promote cultural change. While staying true to its
values, the Group’s objective is to move towards
more simplicity to facilitate an accelerated
execution of projects to the benefit of customers.

THE VALLOUREC
TRANSFORMATION OFFICE

Vallourec Soluções Tubulares do Brasil (VSB) — Jeceaba Site.
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The Vallourec Transformation Office (VTO) drives the
implementation of the Transformation Plan across
the Group. The team supports transformation
projects and makes sure that their execution runs
according to plan. The VTO is also in charge of
identifying and launching new programs to support
Vallourec’s transformation.
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The Shareholder’s Notebook

2018 SHAREHOLDERS’ MEETING
Vallourec’s Ordinary and Extraordinary Shareholders’ Meeting will be held on Friday May 25th, 2018 at 10:00 a.m.
at Maison de la Mutualité, 24, rue Saint-Victor, in Paris. Shareholders will be asked to:
• approve the parent company and consolidated
financial statements for fiscal year 2017 as well as
the allocation of the net result;
• approve the renewal of the term of KPMG S.A. and
Deloitte & Associés as Statutory Auditors;
• approve the principles and criteria for determining,
distributing and allocating the fixed, variable and
exceptional items comprising the total compensation
and benefits of all kinds attributable to corporate
officers for fiscal year 2018;
• approve the fixed, variable and exceptional
components of the total compensation and
benefits paid or allotted for the fiscal year ended

December 31st, 2017 to the Members of the
Management Board and the Chairman of the
Supervisory Board;
• approve the renewal of the term of office as member
of the Supervisory Board for Ms. Vivienne Cox, Ms.
Laurence Broseta, Ms. Alexandra Schaapveld and
Mr. Cédric de Bailliencourt and the appointment
of Mr. Jean-Jacques Morin as Member of the
Supervisory Board;
• approve the renewal of some financial authorizations
corresponding to amounts not used in 2017.
A total of 26 resolutions will be submitted for
shareholders’ approval.

VALLOUREC
SHARE
Listed on Euronext Paris
(compartment A)
Admitted to deferred settlement
service
ISIN codes:
Share:
FR0000120354 (ticker : VK)
ADR:
US 92023R2094 (ticker : VLOWY)
Indices :
SBF 120, Next 150,
Ethibel PIONEER and
Ethibel EXCELLENCE

Number of shares
outstanding as
at 31.12.2017

457,987,760
Market capitalization
as at 31.12.2017

€2.3 billion

64.99%

Public

Event
25 MAY 2018: Shareholders’ General Meeting

Financial Releases

0.04%

(subject to change)

Treasury shares

17 MAY 2018: Q1 2018 results

14.56%

25 JULY 2018: Q2 and H1 2018 results

Nippon Steel &
Sumitomo Metal
Corporation

1.66%

CDC Direction
des fonds d’épargne

14.56%

4.19%

15 NOVEMBER 2018: Q3 and first nine months 2018
results

The 2017 Registration
Document, including
the Annual Financial
Report for fiscal year
2017, was filed
with the French
securities regulator,
the Autorité des
marchés financiers (AMF) on
March 21st, 2018. It is available on
Vallourec’s website in the Investors
section.

Employees

Bpifrance
Participations SA

ACTIONARIA FAIR
On November 23th and 24th, 2017, Vallourec
attended the Actionaria Fair to meet and exchange
with its individual shareholders. The Investor Relations
team and in-house Oil & Gas experts met with visitors
at Vallourec’s booth. This event was an opportunity for
participants to discover or deepen their knowledge
of the Group’s know-how, products and solutions.
Olivier Mallet, Chief Financial Officer and Member
of the Management Board also attended the event
and exchanged with individual shareholders.
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SHAREHOLDER
CONTACT
Investor relations
27 avenue du Général Leclerc
92100 Boulogne-Billancourt
France
Tel.: +33 (0)1 49 09 39 76
E-mail : actionnaires@vallourec.com
Suivez-nous sur :
@Vallourec
facebook.com/Vallourec
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