
VALLOUREC

Vallourec

28 March 2007

New mill in Brazil:
Vallourec pursues its growth plans 
and enhances its competitiveness 
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Competitive investment: modern plant and location in Brazil

A competitive growth investment

Confidence in medium / long term market prospects

Optimised investment thanks to cooperation with Sumitomo

Total investment: US$ 1,6 billion (approx. 55% Vallourec)

10% increase in Vallourec’s production capacity

Selective growth
strategy

Enhanced
competitiveness
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Founded on our confidence in the outlook for 
the Oil & Gas business

Demand for oil

over the next 10 years

+1.7% per annum

Source: EIA - Energy Information Administration

Demand for gas

over the next 10 years

+2.8% per annum
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Increasing complexity of applications       
���� increase in share of premium products

Offshore platforms
Deep wells 

Gas fields
Corrosive fields
Deviated wells (sideways / horizontal) 
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In perfect consistency with our selective 
growth strategy

Reinforce our leadership in premium oil & gas products by 
strengthening our strategic partnership with Sumitomo

Further internationalise our production base

A strategic decision dictated by our long-term industrial vision,  
and that will shape the Group’s future     

Tap future growth in demand for premium products and further 
enhance our mix

Objectives 
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Increasing our competitiveness in production

Highly competitive production facility integrating the latest 
technology available

Optimisation of our capacity utilisation rate

Reduction in the Group’s external steel supplies

Competitiveness and flexibility will help to                    
improve our operating profitability

A region that offers extremely favourable conditions: 
� raw materials 
� energy
� labour 
� logistics, etc.
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Production dedicated primarily to OCTG tubes:
� Mainly premium threaded VAM® tubes
� Diameters of between 168.3mm and 406.4mm

The new mill

State-of-the-art integrated mill: 
� Steel mill + tube mill + heat treatment + threading

Total production capacity (Vallourec + Sumitomo): 
� 600,000 tonnes of tubes per annum
� 1 million tonnes of crude steel per annum, including 700,000 

tonnes for the tube mill

Scheduled production start-up: mid-2010 
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Vallourec’s share of production:
� 300,000 tonnes of tubes per annum = approximately 10% increase 

in our current capacity
� 650,000 tonnes of steel per annum:

� 350,000 tonnes = Vallourec’s share to supply the tube mill
� + 300,000 tonnes available for other plants (reduction in 

external purchases)

A project in partnership with Sumitomo (1)

Investment is optimised via the partnership with Sumitomo:
� Each of the two partners will be able to satisfy the projected 

increase in its own demand
� Ideal critical mass capacity
� Pooling of expertise (design and construction)
� Production facilities offering all the latest technologies
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Joint venture in which Vallourec has a majority holding:
� Reflecting the split between Vallourec and Sumitomo of 

tubes (50/50) and steel (65/35) production

A new chapter in a long history of successful partnership with 
Sumitomo:

� Mutual trust backed up by 30 years of collaboration
� Proven experience in joint management in V & M STAR 

and VAM USA
� Together, world’s no. 1 in premium OCTG products      

(40% market share, of which Vallourec has more than half)
� New mill will facilitate better penetration of the VAM® joint 

product range

A project in partnership with Sumitomo (2)



9 VALLOUREC 28 March 2007

In Brazil to strengthen the Group’s 
competitiveness

Low-cost raw materials

Low processing costs

Easy access to all growth markets (including North America, 
the Middle East and Africa)

Vallourec’s existing experience of operations in Brazil

The choice of an optimal locationBrazil
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Benefits of the chosen site

VMB

VMMN

VMFL

New Plant

Dedicated Deep 
Sea Terminal

MRS 
Railway

100 km to Barreiro
65 km to Pau Branco
500 km to Sepetiba

Jeceaba

Proximity to Barreiro, Minas Gerais (V & M do BRASIL)

Resources:
� Proximity to Pau Branco and other iron ore mines

� Ease of supply for electricity and natural gas

Transport:
� Quality of road infrastructure

� Interconnection with the Barreiro railway

� Rail access to a dedicated deepwater port

Sufficient space for future expansion
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Investment will enhance earnings

Total investment: US$ 1.6 billion
� Vallourec’s estimated share: in the region of 55%

Indicative timetable for investment expenditure:
� 2007: 25%
� 2008: 50%
� 2009: 25%

Investment will enhance earnings as from the first 12 months 
of sustained production
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Indicative timetable

Start of construction: Q4 2007

Site preparation: Q2 and Q3 2007

Presentation of project to the competent authorities: Q2 2007

Start of production: mid-2010

Full production: 2011

Signing of final agreement: by 30 June 2007

MOU signed on 28 March 2007
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Implementation of our selective growth strategy 
and increasing our long-term competitiveness

New    
mill

Decision is consistent 
with our selective 
growth strategy

Reinforcing Sumitomo 
partnership

Optimum utilisation of
existing capacities

Enhanced leadership
in premium products

Location in Brazil
+ modern plant

= competitiveness



VALLOUREC

Appendices: 
Vallourec at a glance
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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


