Letter to
shareholders
May 2019
Vallourec confirms
its rebound in 2018.
Supported by favorable
market trends, the Group is
intensifying its transformation
efforts to increase
its competitiveness.
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Dear Shareholder,
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2018 Financial results

The rebound in profitability continued in 2018, supported by the recovery of North American Oil & Gas markets and
the restart of exploration and production activities in EA-MEA(1). We had a strong Q4, closing out the year with robust
revenue and EBITDA growth, as well as a positive free cash flow for the first time since 2015.
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Our cost reduction efforts, in place since 2016 under the Transformation Plan, have paid off. With €445 million in
cumulative gross savings at the end of 2018, we have surpassed our initial objective of €400 million in gross savings
two years ahead of plan.
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In 2019, we expect further growth in our Oil & Gas activity. We will continue to take advantage of the North American
oil and gas market, while leveraging the ongoing rebound in EA-MEA, supported by our new, more competitive
manufacturing routes. We are also well positioned to capture volumes in the Brazilian offshore market, where we hold
strong positions thanks to our renewed long-term agreement with Petrobras. Our comprehensive offering will also allow
us to assist major international oil companies with their exploration and production projects in this country.
These essential steps are encouraging but need to be further developed. In 2019, we will intensify our efforts to improve
our cost competitiveness. We have also launched new cost reduction initiatives, primarily in Germany and Brazil. They
should add at least €200 million to our 2016-2020 objective of gross savings, now at €650 million, with a significant
part achievable as soon as 2019. We have, in addition, initiated the divestiture of our assets dedicated to coal-fired
conventional power plants.
Free cash flow generation remains our top priority, with a renewed strong commitment to cash discipline. Our liquidity
position, which was already sound at the end of December 2018, was further strengthened last February with the
extension of €600 million in bank facilities that were originally scheduled to mature in 2020.
The annual Shareholders’ Meeting next 23 May will provide an opportunity to discuss the actions taken, as well as the
Group’s results and outlook. We ask that you participate, and vote on the resolutions that have been proposed to you.
You will therefore have the possibility of being directly associated with the decisions of your Group. 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

(1) Europe, Africa, Middle East, Asia.
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Financial results

2018:
rebound in profitability
Increase in revenue and positive impact from the
Transformation Plan.
REVENUE UP

SOUND LIQUIDITY POSITION

Revenue of €3,921 million is up 11%(2) from 2017,
driven by the growth of Oil & Gas, notably in North
America and in the EA-MEA region in Q4 2018. The
increase in OCTG(3) volumes sold in the United States
benefited from the growth in drilling activity (the average
rig count was up 18% from 2017). Prices also increased
in 2018, with increases applied to “Industry” products
during the year in Europe and to “OCTG” in the United
States in Q3 2018. Lower Powergen revenue was
largely offset by higher Oil & Gas revenue.

Vallourec’s cash position as at 31 December 2018
amounted to €740 million. Its undrawn banking
facilities amounted to €2,150 million. On 19 February
2019, Vallourec’s bank partners extended the maturity
date on €600 million banking facilities until February
2021 (originally set to mature in 2020), demonstrating
their confidence in Vallourec’s path to recovery. The
obligation maturing in August 2019 was refinanced in
April 2018. As at 31 December 2018, the adjusted
debt ratio (banking covenant), as defined in the
banking contracts(4), was 72%.

SIGNIFICANT IMPROVEMENT
IN EBITDA
EBITDA significantly improved, at €150 million
compared to €2 million the year before. The industrial
margin was €579 million, up €126 million, or an
improvement from 12.1% to 14.8% as a percentage
of revenue, reflecting the increase in revenue and the
positive impact from the Transformation Plan, largely
offsetting the increase in raw material prices and negative
currency impact. Sales, general and administrative
costs (SG&A) were €405 million, down 8.0%, reflecting
tight cost control.

GROSS SAVINGS TARGETS
OVER-ACHIEVED, TWO YEARS
AHEAD OF PLAN
As part of our Transformation Plan, we had announced
a target of €400 million in gross savings over a four-year
period (2016-2020). We have over-achieved this target,
with €445 million in cumulative gross savings at the
end of 2018. New savings initiatives essentially concern
Germany and Brazil, and will generate at least €200
million in additional gross savings by 2020.

For 2019, assuming current macro-economic and
market conditions, Vallourec anticipates continued
recovery in the Oil & Gas market, albeit with varying
profiles in our key regional areas. In the United States,
the demand for OCTG tubes should remain at a high
level. The Group would benefit from the effect of
2018 price increases, despite some pressure on the
1st semester as a result of the market softness in Q4
2018. In the EA-MEA regions, the Group should benefit
from the continued increase in Oil & Gas activity as well
as from the further deployment of its competitive new
routes, with in particular higher activity in North Sea,
Southeast Asia, Middle East and Africa. In Brazil, drilling
activity is expected to remain broadly stable.
The Group has set as its objectives a strong increase in
EBITDA, continued improvement in working capital
requirement in days of sales beyond usual seasonal
movements (peak outflow in the 1st semester), and
capital expenditure of around €180 million. Based
on these current market trends and the objectives
outlined above, the Group would respect its banking
covenant at the end of the year.

EA-MEA
South
America

2017
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2018

2019

2.4 million metric tons
+4.8% compared to 2017

Revenue

€3,921million
+4.6% from 2017 and
+10.8% at constant exchange rates

Distribution of revenue
by activity
72%

Oil & Gas and
Petrochemicals

21%

Industry & other

7%

Power Generation

EBITDA

€150 million
Net result, Group share

-€502 million
Liquidity
Cash and cash equivalents:

€740 million
€2.2 billion
Net debt

North America

12%

Sales volume

Undrawn credit lines:

(%) of Vallourec’s Oil & Gas
revenue 2014-2018 (avg)

52%

(figures as at 31/12/2018)

OUTLOOK FOR 2019

VALLOUREC TO BENEFIT FROM THREE
WAVES OF RECOVERY OF ITS KEY O&G
MARKETS

36%

Fiscal Year 2018

2020

(2) At constant exchange rates
(3) OCTG: Oil Country Tubular Goods
(4) This indebtedness ratio is defined in the banking agreements as the
ratio of the Group’s consolidated net debt (including the shareholder loan
in Brazil) to the Group’s equity, restated for reserves of changes in fair
value of financial instruments and foreign currency translation reserve.
This indebtedness ratio is tested once a year on 31 December, and must
be below a limit of 100% on this date.
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€2.1 billion
Banking covenant

72%

Transformation Plan

New routes and cumulative
gross savings objective
of €650 million for 2020
NEW ROUTES DEPLOYMENT YIELDING
RENEWED COMPETITIVENESS
In 2018, and thanks to the deployment of new manufacturing routes, approximately 250,000 metric tons of Premium
products, compared to 40,000 metric tons in 2015, were manufactured in Brazilian and Chinese plants to be
exported outside their local market.
Centre
of technological
excellence

SHARE OF
EUROPE
DECREASED
Reduction of c.50% in production
capacity: share of Europe in rolling
capacity reduced by c.25%,
compared to c.45% in 2014.
Headcount was reduced by 31%
over 2014-2018:
9,815

Europe
Europe

North
America

-31%

China
Chine

Oil and gas
local market
supply
Highly
competitive
production
hub

6,790

Highly
competitive
production
hub

Brazil

Steel mills

Finishing unit

Tube mills

Sales & Services office

R&D

Plantation and mine

2014

2018

NEW INITIATIVES AND €200 MILLION IN ADDITIONAL GROSS SAVINGS
• Power Generation: a plan to divest assets dedicated
to the coal-fired conventional power plants has been
launched. It targets the Reisholz (Germany) and
VCHA (China) plants.

Tianda plant (China)

Jeceaba plant (Brazil)

• 
An extensive savings plan has been launched in
Germany, which includes a plan to reduce headcount
by approximately 18% by 2020, and a plan to reduce
the costs of raw and industrial materials, as well as
to optimize production flows. Sales, general and
administrative costs will also be reduced.
• 
New cost savings have been identified to further
develop the efficiency of the Brazilian sites, which
are already among the best in the sector.
• Production capabilities will be increased in China.
The goal is to develop a complete range at
competitive prices by strengthening the share of
Premium products.
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ANNUAL SHAREHOLDERS’ MEETING
The Ordinary and Extraordinary Shareholders’ Meeting will be held on 23 May 2019, at 10:00 a.m. at Palais
Brongniart, to propose draft resolutions on the following:
• approval of the parent company and consolidated financial statements for the fiscal year 2018 and the allocation
of the net result;
• approval of the components comprising the total compensation and benefits of all kinds paid or allotted to the
corporate officers for the fiscal year 2018;
• approval of the compensation policy for corporate officers for the fiscal year 2019;
• composition of the Supervisory Board;
• renewal of the authorizations relating to the treasury share buyback program and to the cancellation of shares
acquired under this program;
• renewal of the “financial” authorizations or delegations granted to the Management Board to increase the
capital by an issue of ordinary shares and/or marketable securities providing access to the capital immediately
or in the future;
• delegation of power to be given to the Management Board to issue shares and/or marketable securities
providing access to the capital immediately or in the future, reserved to members of employee savings plans.

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

SHAREHOLDING
STRUCTURE
AS AT 31.12.2018
65.84%

Public

0.02%
Treasury
shares

14.56%

Nippon Steel
Corporation

3,70 %

VALLOUREC AT
THE ACTIONARIA FAIR

MEETING OF THE
SHAREHOLDERS’ CLUB
ON 13 MARCH 2019
The Shareholders’ Club met at Vallourec’s BoulogneBillancourt headquarters, for a presentation of the
Group’s FY 2018 financial results, given by JeanMarc Agabriel, Director of Investor Relations. The
presentation was followed by a discussion period with
the Club’s members.

Employees

Bpifrance
Participations SA

SHAREHOLDER
CALENDAR 2019
16 MAY 2019:
Q1 2019 results
23 MAY 2019:
Annual Shareholders’ Meeting
24 JULY 2019:
Q2 2019 results
14 NOVEMBER 2019:
Q3 2019 results

SHAREHOLDER
CONTACT

On 22 and 23 November 2018, Vallourec attended the
Actionaria Fair to meet and exchange ideas with its
individual shareholders. The Investor Relations team
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 attended
the event and engaged in a constructive discussion
with individual shareholders.
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14.56%

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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1.32%

CDC Direction
Fonds d’épargne

