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Valeo is an independent and international industrial
group fully focused on the design, production

and sale of components, systems and modules

for automobiles and trucks, both on the original
equipment market and the aftermarket.

The company ranks among the world’s leading
automotive suppliers. The Group employs

51,200 people in 121 production sites, 61 Research
& Development centers and 10 distribution platforms
in 27 countries. Valeo applies its strategy in line

with a policy of sustainable development.
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Pascal Colombani,
Chairman of the Board of Directors

Message from the Chairman
of

Dear Shareholders,

The beginning of 2009 was marked by the introduction of a new corporate gover-
nance structure. Valeo’s Board of Directors, which met on March 20, 2009, decided
to separate the functions of Chairman of the Board and Chief Executive Officer.
Since March 20 it has been my honor to preside over your Group’s Board of Directors.
Jacques Aschenbroich has taken up the position of Chief Executive Officer and has also
been appointed a Board Member. Thierry Morin left his position of Chairman & CEO as a
result of strategic differences and the will of the Board to change the Group’s governance
structure.

The structure and organization of the Board changed in 2008. Under the terms of
the agreement signed between the Group and the investment fund Pardus on
May 21, 2008, the Board of Directors proposed to the Annual General Meeting
of Shareholders the appointment of Behdad Alizadeh as a Valeo Board Member.
The shareholders accepted this proposal. As the Group’s leading shareholder with
19.75% of the share capital on December 31, 2008, Pardus has made the necessary
commitment to take into account Valeo’s concerns with regard to any possible conflicts
of interest.

A new Strategy Committee has been created within the Board, charged with express-
ing its opinion and recommendations to the Board of Directors regarding all Group
development projects, in particular where external growth is involved. It is also my
honor to chair this committee. The Audit Committee and the Nomination, Remuneration
and Corporate Governance Committee have been given wider responsibilities. These three
committees contribute to preparing Board decisions and optimizing its operation.

The ten members of Valeo’s Board of Directors and I bring to the Group our diverse
and complementary expertise acquired in the automotive industry, in other sectors
of industry, and also in strategy, finance, R&D and sustainable development. With eight
independent directors out of its eleven members, the Board meets the highest standards
in the marketplace in terms of corporate governance. It continued to demonstrate a
high level of activity in 2008, holding 14 meetings with an attendance rate of over
91%. The Board is more determined than ever to keep up this high level of involvement
and commitment and to ensure that a strategy is implemented enabling Valeo to emerge
stronger from the current economic crisis.

AN

Pascal Colombani



1. Pascal Colombani
Chairman of the Board of Directors
Senior Advisor, AT Kearney

4. Gérard Blanc
Director, Sogeclair

7. Philippe Guédon
Managing Partner,
Espace Développement

10. Georges Pauget
Chief Executive Officer,
Crédit Agricole S.A.
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2.Jacques Aschenbroich
Chief Executive Officer

5. Daniel Camus

Chief Operating Officer, EDF Group,

in charge of finance and international
development

2. Lord Jay of Ewelme
Member of the House of Lords

1. Erich Spitz

Advisor to Thales,
Correspondent member of the
Academy of Sciences
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3. Behdad Alizadeh
Partner, Pardus Capital Management L.P.

6.)érome Contamine

Senior Executive Vice-President, Veolia
Environnement, until January 16, 2009
Executive Vice-President & Chief
Financial Officer, Sanofi-Aventis,

since mid-March 2009

9. Helle Kristoffersen
Senior Vice-President, Vertical Markets,
Alcatel-Lucent (since January 1, 2009)
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1. Luc Blériot
Chief Operating Officer

5. France Curis
Taxation Director

9. André Gold
Technical Senior
Vice-President

13. Géric Lebedoff
General Counsel

2. Michel Boulain
Vice-President,
Human Resources

6. Antoine Doutriaux
Vice-President,
Valeo Wiper Systems

10. Martin Haub
Vice-President, Research &
Development and Product
Marketing

3. Robert Charvier
Financial Controller

7. Thierry Dreux
Vice-President,
International Development

11. Thierry Kalanquin
Vice-President, Valeo
Lighting Systems

4.Bernard Clapaud
Vice-President, Strategy

8.Jean-Luc
di Paola-Galloni
Chairman’s Delegate

12. Hans-Peter Kunze
Senior Vice-President,
Sales and Business
Development



14. Claude Leichlé
Vice-President, Valeo Engine
and Electrical Systems

18. Kate Philipps
Communications Director

22. Michael Schwenzer
Vice-President,
Valeo Transmissions

26. Quintin Testa
Quality Director

15.Vincent Marcel
Vice-President,

Financial Affairs and
Strategic Operations

19. Christophe
Périllat-Piratoine
Vice-President,

Valeo Interior Controls

23. Michel Serre
Vice-President,
Valeo Compressors
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16. Alain Marmugi
Vice-President,
Valeo Climate Control

20.Jacques Schaffnit
Vice-President,
Valeo Security Systems

24. Robert de La Serve
Senior Vice-President,
Valeo Service Activity

17. Maurizio Martinelli
Vice-President,
Valeo Engine Cooling

21. Eric Schuler
Vice-President,
Independent Aftermarket,
Valeo Service

25. Dirk Strothmann
Vice-President,

Original Equipment Spares,
Valeo Service
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Weathering the
storm and

Jacques Aschenbroich,
Chief Executive Officer

o0

Valeo took decisive
action to adapt to the new
market conditions. @@

Dear Shareholders,

on March 20, Valeo’s Board of Directors appointed me as Chief Executive Officer.
I am proud and honored to take this role at the head of a Group such as Valeo. | am join-
ing the company during troubled times, but I know that I can count on the unanimous
support of the Board and on the professionalism of all of the Group’s employees.

In 2008, the global economy was hit by an unprecedented financial crisis. This crisis
severely impacted the automotive industry at the end of the year, with production drop-
ping 40% in December alone. In these extremely difficult conditions, Valeo managed to
maintain a clean financial bill of health and to take the necessary measures to adapt the
company to the new economic situation.

2008 was a mixed year for Valeo. In the first nine months, the Group demonstrated
its capacity to improve margins and operating income, and earnings per share rose by
almost 25% year on year. At the same time, Valeo continued to rationalize its business
portfolio, selling the truck engine cooling activity to a Swedish fund, EQT. The Rochester
plantin the United States was closed as Valeo pursued the rationalization of its industrial
facilities. Finally, as part of its development strategy in countries with strong growth
potential, the Group took the first steps in deploying its activities in Russia and expanded
its presence in India.
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In the fourth quarter, the automotive industry was shaken by the full force of the
global economic crisis which led to a widespread collapse of automotive production.
The loss of confidence in the financial markets, falling purchasing power and the credit
squeeze forced consumers to postpone the purchase of a new car. The dramatic decline
in demand led to a 26% drop in the Group’s sales for the last three months of the year.

Valeo took immediate, decisive action as soon as the crisis took hold in September,
implementing a drastic savings and cash control plan which generated an improvement
in operating revenues of €140 million in the fourth quarter. In order to remain compet-
itive and bring its breakeven point in line with the new market conditions, in December
Valeo annouced a headcount adaptation plan affecting 5,000 jobs worldwide. The plan
incurred an expense of €239 million in the fourth quarter.

For 2008, the Group posted an operating margin equal to 2.6% of sales, and a net
loss of €207 million. During this period, free cash flow increased by 28%, attributable
largely to good management of the working capital requirement.

Valeo’s financial position at the end of 2008 was sound. Debt was contained at 60%
of shareholders’ equity; the Group’s next repayment deadline is not until January 2011,
and it has confirmed credit lines worth a total of €1.2 billion.

Valeo is preparing for a recession that is proving to be severe worldwide. In 2009,
we expect automotive production to fall by around 20%. Valeo is well equipped to adapt
its structure and costs to this new situation without jeopardizing the operational
excellence on which its reputation is founded. Each of our activities has a roadmap and
will take appropriate action. We will pay special attention to the Group’s cash and to
the elimination of all non-essential expenditure. We are also closely monitoring the
financial state of our suppliers, many of whom will be facing serious difficulties in the
months to come.

@@ \\/e have mobilized our teams
to help the Group oo
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Innovation must remain at the heart of our strategy: it will be decisive in enabling
us to come out of this crisis stronger. The Group is focused on the development of
systems for cleaner, safer and more comfortable vehicles. Our record order intake level
of €10.1 billion in 2008, of which one-third were for innovative products, testifies to the
market’s interest in the technologies of our three Domains: Driving Assistance, Powertrain
Efficiency and Comfort Enhancement. A growing number of vehicles are equipped with
Valeo innovations. The Stop-Start system, which reduces €0, emissions by up to 28% in
city traffic, equips the Citroén C2 and (3, Mercedes A and B Classes and gasoline-engine
Smart models; the Park4Uu™ parking assistance system will soon equip 18 vehicles.
Safety and fuel savings are more important than ever for consumers. Valeo’s customers
recognize the Group as a technological leader in these fields, and we have every inten-
tion of preserving our lead.

The economic crisis has coincided with great changes in the automotive industry,
and it may reshape the sector dramatically. There will be opportunities for companies
with strong fundamentals and fast reflexes. More than ever before, today’s automakers
need financially stable global partners who can provide innovative solutions for tomorrow’s
cars. In recent years, Valeo has extended its global footprint and maintained a level of
quality among the best in the world. Our financial performance during the first nine months
of 2008 and the year’s record order intake demonstrate our customers’ trust in us.

1 would like to thank you, our shareholders, for your support during these diffi-
cult times. Rest assured that Valeo will take all the necessary measures in 2009 to
adapt to the new market situation. With our innovation portfolio, our sound financial
situation, our strong focus on quality and above all our highly professional and moti-
vated employees, Valeo will come out of this crisis as a partner of reference for all
automakers worldwide.

(—

Jacques Aschenbroich,
Chief Executive Officer

to come out

0

of this crisis
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The automotive market in 2008

(2008 versus 2007)

Global automotive production

. . 58%, g9, 3-4%
In 2008, global automotive production =
showed a marked contrast between Q3 Q4 H2
the ﬂ(st and second halve; of the year. o Q2 Hi |
The first half saw production increase 1.6%
by an average of 3.4%, but the slowdown
began in the third quarter, leading to
a dramatic fall of 21.1% in the final quarter.
-11.9%
-21.1%

Regional automotive production (2008 versus 2007)

In North America, automotive production dropped sharply (by 11.6%) in the first half of 2008,
when it was still rising in the rest of the world. This slowdown became more widespread in the

third quarter, and in the fourth quarter production fell by over 25% in Europe, North America and
South America, and by more than 10% in Asia.
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17.8%
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-8.6%
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America America Source: J. D. Power



12 | Weathering the storm and coming out stronger

Key figures for 2008

The collapse of global automotive production in the fourth quarter contributed negatively to Valeo’s results.
The Group’s liquidity and financial position remain sound.

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0

Net sales by market

In % of net sales

Operating revenues

In millions of euros

3,815

©0000000000000000000000000000000000000000000000000000000000000000

Valeo has the advantage of a diverse original
equipment customer base. The Group’s five
biggest customers account for 65% of original
equipment sales for passenger cars.

©000000000000000000000000000000000000000000000000000000000000000000000000000

Net sales
by geographic area 9,436 9,555 8,664
In millions of euros and in % of net sales 5% - 6% . 70 . south
4% 13% America
15% Asia and others
14% l 14% l
12% North
America
Europe
67% 67% 66%
* Data restated to take account of the dispo-
sal of non strategic activities. 06* 07* 08

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0

GrOSS margin 15.5% 15.9% 151% 15.7% 15.6% 15.7% 15.2% 16.3%
In % of net sales - o

*Data restated to take account of the disposal
of non strategic activities. 06* H1 H2 o7* H1  H2 08 HT  H2

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0
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. . 0, 7%
Operating income 28% 32 3.3% 33% 2% 2
In % of total operating revenues 2.2%

-0.6%
*Data restated to take account of the disposal 6%
of non strategic activities. 06* H1  H2 o7* H1 H2 08 H1  H2
Net income 161
In millions of euros and in % of total operating revenues 1.7% 81
0.8%
(207)
Net income for the year showed a loss of €207 million, compared to
a profit of €81 million in 2007. This includes a provision of €239 million
to fund the headcount adaptation plan involving 5,000 permanent -2.3%
employees, announced on December 17, 2008. 06 07 08
Basic earnings per share 1.81 1.82
In euro/share
(2.73)
06 07 08
Net debt 968
In millions of euros and in % of equity 55% 821
799 60%

45%

Despite very hostile market conditions in 2008, the Group generated

free cash flow of €85 million, compared to €65 million in 2007.

This performance was driven by good management of the working

capital requirement, leading to a stock reduction of €59 million,

and helped to limit the increase in debt to €821 million, up €22 million

compared to 2007. The debt-to-equity ratio was 60% at year end,

compared to 45% in 2007, below the average for the automotive

supply sector. 06 07 08
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Valeo and its shareholders in 2008

Valeo’s financial communications are aimed at private and institutional shareholders and at their advisors,
the financial analysts. The Group strives to supply all of them with regular, real-time information that is as

exhaustive and precise as possible.

Shareholders’ structure at 27,/02/09

In % of equity

19.75% 4.93%

Pardus Investments Sarl

The Goldman Sachs Group, Inc.

2.28%
M&G Investment Management Ltd

Number 4.57%
7‘2;25259“2?7 Brandes Investment Partners, L.P.

7.69%

Morgan Stanley & Co. International Plc

8.330
52.45% / i

, N Caisse des Dépots
Other including 3,182,869 treasury shares et consignations Group

Share p rice (01/01/2004-25/02/2009)

In euros

ol M
/\/
40 | /

\//\/'/
30
20 |
I CAC40
10 |
Valeo
0\\\‘\\\‘\\\\\\‘\\\‘\\\\\\‘\\\‘\\\\\\‘\\\‘\\\\\\‘\\\‘\\\\\\‘

J M § 4 M § J M S J M § J M § J M

(4.07% of share capital) 2004 2005 2006 2007 2008 2009
Stock market data

2007 2006 2005 2004
Market capitalization at closing
(in billion euros) 2.21 2.45 2.43 2.58
Number of shares 78,209,617 77,58,617 77,510,357 83,709,024
Highest share price (in euros) 45.89 35.40 38.20 38.35
Lowest share price (in euros) 27.75 25.00 30.25 27.22
Average price (in euros) 37.71 30.58 33.79 32.47
Price at closing (in euros) 28.20 31.53 31.41 30.80

Data per share

™Dividend of €0 proposed to the shareholders’
AGM called to approve the accounts closed

In euros 2007 2006
on December 31, 2008.
Earnings
per share 1.06 2.10
1.20 1.10

Dividend



