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An integrated pure player

One core business :
Seamless steel tubes

(over a century of expertise)

In 2006, Vallourec produced around 
80% of its own steel requirements

Steel production :

a good balance between 2 processes

Pig iron
process
(Germany,

Brazil)

Scrap 
process

(France, 
United States)

42%
58%

Internal production capacity = 3 mt / year

In 2006, Energy sales grew by 40.5%

Sales :
High proportion related to Energy

Energy
(Oil&Gas + 

Power 
generation)

Other
markets 35%

65%

2006 Sales = € 5,5 billion

Highly technical products and 
manufacturing processes
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Global presence

Sales & ServicesProduction

Industrial presence: 45 production units in 10 countries

Headquarters

Services and sales presence: close to our customers

Around 18,000 employees
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World leadership positions in high value-
added products

VAM®’s market share

40%*

Oil & Gas Power generation

Vallourec’s 
market share

almost 2x
closest 

competitors                            

* Split between
Vallourec (over half) 

and Sumitomo

Total 
seamless  

Vallourec’s
market share 

11%
World market 
2006e = 27 mt

VAM®

No1 worldwide 
in premium OCTG 

Vallourec

No1 worldwide

Vallourec

No2 worldwide

Vallourec

No2 worldwide 
in drilling products
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2006: 
market environment
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Changes in raw material prices

Raw material prices remain at a high levelRaw material prices remain at a high level
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Overall demand remained at a particularly high level

The environment remained buoyant

Full effect of 2005 selling price increases + some one-off

increases in 2006

Production facilities operated at close to full capacity (despite two 
hitches in production at the HKM steel mill)

Favourable mix effect by focusing production on high value-added 
products

EBITDA/sales ratio reached record level of 30.1%EBITDA/sales ratio reached record level of 30.1%

Increase in external purchases of steel and sub-contracting
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2006 highlights
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Strengthening of business portfolio (1)

04/06
03/06

09/05

01/05

04/06
09/06

08/05

Disposal of auto 
components 

South America

Annual
sales

> € 70m

Additional steel
production 

capacity

Brazil

+100,000 t/y

Acquisition 
of OMSCO 

Drilling
products    

USA

Annual sales 
> € 100m

Acquisition 
of 75% of 
CST Ltd 

Power 
generation

India

Target annual
sales = € 15m

Disposal of        
Spécitubes

Aerospace

France

Annual
sales 

> € 25m

Acquisition 
of SMFI 

Drilling
products     

France

Annual
sales 

> € 60m

New cold 
finishing plant

Power 
generation

China

20,000 t/y

Strategic acquisitions 

Disposal of non-strategic businesses

Strategic investments
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12/06

12/06
12/06

Disposal of 
CEREC 

Pressing and
forming of steel

ends

France

2006 est. sales 
= € 30m

Acquisition of 
43.7% of Valtimet

(stake increased to 
95%)

Welded stainless
steel and titanium

tubes (power 
generation)

France, USA, China,  
India, Korea

2006 est. sales    
USD 250m

Strategic acquisitions 

Disposal of non-strategic businesses

Strategic investments

Intended disposal
of VPE (+ Zeithain

mill, Ger.)

Precision tubes 
(automotive)

France

2006 est. sales 
=  € 220m

2007
mid-07

H1 08

Lift heating 
treatment capacity

to 50% of 
production

Global

+15%

New OCTG 
threading

facility

Oil & gas

China

50,000 t/y

Additional   
steel production 

capacity

France

+100,000 t/y

Strengthening of business portfolio (2)
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2006 full year results
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Vallourec changed in dimension
In € million

Acquisitions achieved enable Vallourec to fully
benefit from the favourable cycle

Acquisitions achieved enable Vallourec to fully
benefit from the favourable cycle

Sales trend

Acquisition of      
V & M do BRASIL

Acquisition of   
V & M STAR

2,5502,500
2,204

2,376

3,038

5,542

1,379

4,307

1,659

2,332
2,717 2,824

1,975

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006
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Growth in sales: full effect of 2005 selling price
increases and improvement in the mix

2005 Scope
effects* 

Mix, price 
and 

currency 
effects

2006Volume 
effect

4,307.4

+18.5% 5,541.8
+28.7%

+1.5%

In € million

* Mainly consolidation of OMSCO and SMFI and deconsolidation of Spécitubes

+7.0%
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Sharp rise in EBITDA

Sales 4,307.4 5, 541.8 +28.7%

Other operating revenues 171.9 219.7 +27.8%

Purchases consumed -1,699.3 -2,000.9 +17.7%
Taxes and duties -53.0 -58.8 +10.9%
Payroll costs -716.4 -812.7 +13.4%
Other operating costs -948.5 -1,220.5 +28.7%
Provisions -1.5 -3.2

Total - 3,418.7 - 4,096.1 +19.8%

EBITDA 1,060.6 1,665.4 +57.0%

% of sales
36.1%
1.1%

14.7%
22.0%
0.1%

In € million

2006 Change2005

% of sales
39.5%
1.2%

16.6%
22.0%
0.0%
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Profitability reaches record levels

2000 2001 2004
IFRS

2002 H1 04
IFRS

EBITDA/sales ratio as %

2003 H2 04
IFRS

H1 05
IFRS

2005 
IFRS

H2 05
IFRS

H1 06
IFRS

2006
IFRS

H2 06
IFRS

9.4%

14.0% 13.6%

9.3%

15.0%

24.6%

30,1%

12.7%

16.8%

22.8%

26.2%

30.8%
29.4%

French GAAP until 2003, IFRS from 2004

Seasonal nature of 
maintenance costs
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Sharp rise in net income

EBITDA 1,060.6 1,665.4 +57.0%

Depreciation/amortization - 99.0 - 115.8
Disposals/restructuring 3.7 - 4.8

Operating income 965.3 1,544.8 +60.0%

Financial income (loss) - 26.6 - 6.6

Income tax - 307.5 - 544.8 +77.2%

Net income of equity affiliates 1.2 5.9

Total net income 632.4 999.3 +58.0%

Net income, Group share 473.0* 917.0 +93.9%

% of sales

24.6%

22.4%

% of sales

30.1%

27.9%

2006 Change2005

In € million

* 2005 net income, Group share would have been € 576.7 million if the 45% stake in V & M TUBES had been 
acquired on 1 January 2005.

14.7% 18.0%
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2000 2001 2002 2003 2004 2005 2006

Total net income

Net income, Group share

In € million

86.5

176.6
141.6

77.0

265.2

632.4

French GAAP until 2003, IFRS from 2004

999.3
Acquisition of 45 % 

stake in  V & M TUBES
1 July 2005

917

473

145
39.764.788.254.7

Strong improvement in net income and full impact of the 
acquisition of the 45% stake in V & M TUBES
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Cash flow (excluding financial expenses and taxes) 1,046.2 1,687.7

Interest paid and received -3.4 -2.8

Taxes paid -237.6 -566.0

Change in gross WCR -279.2 -282.8

Gross capital expenditure -188.6 -281.5

Financial investments -651.3 -94.3

Asset disposals 41.8 26.4

Capital increase 123.7 0.0

Dividends paid -113.6 -239.1

Other 2.7 -1.5

(Increase) / decrease in total net debt (259.3) 246.1

Strong cash-flow generation

In € million 20062005
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A very strong balance sheet 

Non-current assets 1,156.9 1,218.3

Inventories and 861.2 1,039.3
work-in-progress

Trade receivables 906.2 1,002.7

Financial instruments 1.8 91.0

Other current assets 116.9 111.9

Cash 541.3 889.3

Assets held for sale 175.6

3,584.3 4,528.1

Shareholders’ equity 1,390.9 2,130.4

Minority interests 112.2 92.8

Equity capital 1,503.1 2,223.2

Provisions 334.6 351.4 

Bank debt 746.0 847.9

Financial instruments 102.3 26.1

Trade payables 496.6 602.4

Othet current liabilities 401.7 399.2

Liabilities held for sale 77.9

3,584.3 4,528.1

Net debt €204.7m - €41.4m
Gearing ratio 13.6% -1.9%

31/12/05 31/12/06

31/12/05 31/12/06

In € million
31/12/05 31/12/06



VALLOUREC

Review of Vallourec’s 
activity by market
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Vallourec’s Oil & Gas business

~80%

~10%

~10%

Seamless
OCTG

Drill pipes 
and

accessories

Breakdown of Vallourec’s 
Oil & Gas sales

Other

OCTG (Oil Country Tubular Goods):
� Casing
� Tubing

� VAM® special joints (premium)
� Standard threading (API and 

Buttress)

Drilling products:
� including premium products (high   

torque) and heavy-weight drill pipes,    
drill collars, etc.

Other:
� special line-pipes, risers, etc.

2006e
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Oil & Gas
Oil & Gas sales  / total sales

48.4%
2006

1,393
1,290

1,053

776
605

501516

845
978

865

1,106

1,829

2,683

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006

Vallourec’s sales in this market 
(in € million)
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Seamless OCTG : North America
� Good second half of 2006 (full capacity, modest selling price increases 

and increased market share in premium joints)

� Minor deterioration in first half of 2007 (downward inventory 
adjustments at American distributors at beginning of the year)

� Fall in volumes should be temporary (US rig count at 1,750)

Oil & Gas 

Drilling products
� Significant expansion, Weatherford contract and R&D agreement with 

Schlumberger

Seamless OCTG : Rest of the world
� Second half of 2006 very buoyant (good penetration of premium 

products)

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

Outlook good despite 
slight slowdown in the US

Outlook good despite 
slight slowdown in the US
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Vallourec’s power generation business

Vallourec, the world reference in specialized
tubular products for power plants

Tubes in carbon steel, alloy steel, stainless
steel, nickel alloy and titanium

Used in conventional and combined cycle 
fossil fuel power plants as well as in nuclear
power plants

The only supplier in the world to offer the full 
range of tubes required by power plants

Annual supply level equivalent to the tube 
requirements of around one hundred
average sized power plant units~90%

~10%

Breakdown of Vallourec’s power 
generation sales

Fossil fuel (both
conventional and
combined cycle)

Nuclear
2006e
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Power generation sales / total sales

2006

Power generation

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

16.3%

453450418
306

724

269198

903

467

246 281338315

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006
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China
� Remains a major market

� Production successfully started at Changzhou plant 

Power generation

Rest of the world
� Sales mix continues to improve

� Significant number of new contracts (Germany and USA)

Confidence that overal demand will remain 
buoyant in all parts of the world

Confidence that overal demand will remain 
buoyant in all parts of the world
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Petrochemicals

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

11.4%

Activity remains at a satisfactory level
Scope effect (disposal of CEREC)

Activity remains at a satisfactory level
Scope effect (disposal of CEREC)

2006

325309246215186148

461

634

334305 273301327

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006
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Mechanical engineering

Mechanical eng. Sales/total salesVallourec’s sales (in € million)
10.7%

Demand remains buoyant
Continuing improvement in the mix

Demand remains buoyant
Continuing improvement in the mix

300293277296238190

573 593

428379 328344362

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006

2006
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Automotive

Automotive sales/total salesVallourec’s sales (in € million)
8.4%

Stabilization of the level of activity                
(excluding impact of planned disposal of VPE)

Stabilization of the level of activity                
(excluding impact of planned disposal of VPE)

487 437 452503 501 463483

243251 250 259 224 219

2000 2001 2002 2003 2004 2005 2006 H1
2004

H2
2004

H1
2005

H2
2005

H1
2006

H2
2006
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Other

Petrochemicals

A business increasingly focused on energy

4.8%

10.7%

48.4%

11.4%

8.4%

16.3%

Power
generation

Total energy*: 64.7% of sales

Oil & Gas 

Mechanical
Engineering

5.5%

13.3%

Other

42.5%

10.7%
Petrochemicals

Automotive
11.2%

16.8%

Power
generation

Total energy*: 59.3% of sales

Oil & Gas

Sales = € 4,307m Sales = € 5,542m

20062005

* Total Energy = Oil & Gas + Power generation

Mechanical
Engineering

Automotive
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15.1%

North
America

Other 
E.U.*

25.9%

14.2%
Germany

11.6%

9.4%
France

South
America

19.5%

Asia and the
Middle East

An increasingly international business

Sales = € 4,307m Sales = € 5,542m

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

4.3%

Rest 
of the world

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

20062005

Non-E.U.*: 64.1% of salesNon-E.U.*: 61.2% of sales
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Outlook 
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Confidence in our ability to benefit from the 
growth in the premium market

We are confident in the prospects for growth of the
seamless tubes market

We are even more confident in the increase in the
demand for premium products

Vallourec’s 
strengths

Technological 
leadership

Performance 
process & 
products

Proximity to 
customers

Quality 
service & staff
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Drivers for the Oil & Gas business

Oil demand

over the next 10 years

+1.7% per year

Source: EIA - Energy Information Administration

Gas demand

over the next 10 years

+2.8% par an

0
50

100
150
200
250
300
350

2000 2002 2004 2006 2008 2010

Increase in Oil & Gas companies’ 
E&P investments

Total Oil & Gas industry upstream investment 
2000-2010

Source: IEA – International Energy Agency

B
ill

io
n 

do
lla

rs
actual

forecast

Source: EIA - Energy Information Administration

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

Offshore platforms
Deep wells 

Gas fields
Corrosive fields 

Deviated wells (directional and
horizontal) 
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Our strategy for Oil & Gas

Maintain our leading-edge offer
� New high value-added products
� Package solutions (tubes + premium joints)
� Supplying goods and services that meet customers’ needs worldwide

� VAM® Services et VAM® Field Service International: international 
after-sales networks 

Strengthen our technological leadership in premium joints
� VAM® joint patented in 1965, 5 new patents per year

� R & D programmes in conjunction with Sumitomo (since 1984)
� R & D + control of licensees = more than 100 people (USA, France and 

Japan)

Develop our position as no. 2 in the world in drilling products
� Potential synergies from the acquisition of OMSCO and SMFI
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0

20
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1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030

G
W

Année d©insta lla tion

Replacement of 
obsolete facilities

Growth of 
emerging countries

+ 129 GW / year on average

+ 62 GW / y on average

Electricity 
demand

Between now and 2030

+2.6% per year

Source: IEA – International Energy Agency

Trends in power plant construction
(conventional + combined cycle + nuclear)

Drivers for the power generation business

Year of installation

Towards ultrasupercritical power plants
���� increasingly sophisticated products

Increase in energy efficiency of power plants 

Reduction in CO2 emissions
Increasingly higher temperatures (> 600°C)
Increasingly higher pressure (> 300 bars) 

Increasingly high-performance and durable materials 

Source: Global Insight/Vallourec estimates
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Technical partnerships with the main players involved in 
designing new power plants

Strategically-located production sites offering great flexibility 
and complementary services

A worldwide sales network with a strong presence in 
Europe, America and Asia

A unique offer tailored to the American maintenance market:
the SPOT programme

A full range of tubular products which makes Vallourec the
only ‘one-stop shop’ in the market

New patented steels to meet the needs of the new 
ultra-supercritical power plants

Our strategy for power generation
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Continue to enhance the product mix and
expand the production base internationally

Selective
growth
policy

Increased 
specialization 

in higher  
value-added 

products

Competitiveness/ 
Control of cost 

base

Targeted acquisitions
(strict industrial and financial criteria)

Investments in capacity to further increase the
proportion of high value-added production
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2000 2001 2002 2003 2004 2005 2006

21.9% 23.1% 31.5% 39.2% 23.3% 25.1%

0.8
2.0*

34.7% 

23.1%

4.0

4.0

1.440.640.320.420.420.26

2000           2001          2002           2003          2004  2005 2006

Dividend policy  

10.0

2.24

Supplement
Interim dividend

In euros per share

Special dividend

Ordinary dividend :

Payout ratio

Special dividend

* Interim dividend paid on 20 October 2006

= 6.0

The amounts of the dividends paid in respect of financial years from 2000 to 
2005 have been recalculated to take into account the division by 5 of the
nominal value of Vallourec’s shares on 18 July 2006 
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2007 Guidance

2007 sales
� Barring unforeseen circumstances, further increase in sales valued at

around 7 to 10% (excluding impact of the 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 first half of 2007 
� Ratio expected to remain at a high level, albeit just below 30%

Trends at the start of 2007 
� Demand still as strong

� Slight fall in US oil market

� Oil & Gas (excluding North Amercia) and power generation order books 
full for next 8 / 9 months

Expectations for 2007 
� Full capacity, slight increase in volumes

� Ongoing improvement in product mix

� On average, stabilisation of prices
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Vallourec share price in euros CAC 40 Index vs Vallourec share price at 01/03/2005

Vallourec share price / CAC 40

Market capitalization at 1 March 2007 : € 9.683 billionMarket capitalization at 1 March 2007 : € 9.683 billion

At 1 March 2007 :
� Vallourec : € 182.65 
� CAC 40 : 5,458.40 

At 1 March 2005 :
� Vallourec : € 32.70 
� CAC 40 : 4,054.98 

Change:
� Vallourec : + 458.6 %
� CAC 40 : + 34.6 % 

32.70 €

182.65 €

Vallourec

CAC 40
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2000 2001 2002 2003

Total net income

Net income, Group share

In € million

86.5

176.6
141.6

77.0

265.2

2004
IFRS

632.4

267.0

365.4

495.0

2006
IFRS

H1 05
IFRS

H2 05
IFRS

H1 06
IFRS

French GAAP until 2003, IFRS from 2004

2005
IFRS

H206
IFRS

145.0

473.0

0,0

144.0

329.0
452.6 464.4

917

54.7 39.764.788.2

999.3

Acquisition of 45 % stake 
in V & M TUBES

Reduction in minority 
interests

504.3

Strong improvement in net income and full impact of 
the acquisition of the 45% stake in V & M TUBES


