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Disclaimer
This document contains forward-looking statements, specifically in the section entitled "Business outlook", that relate
to future events and operating, economic and financial results of the Prysmian Group. By their nature such forecasts
involve certain risks and uncertainties because they depend on the occurrence of future events and developments.
Therefore, actual future results may differ materially from what is forecast in forward-looking statements for a
number of reasons.
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(in millions of Euro)

1st quarter 2008 1st quarter 2007 % change FY 2007

Sales 1,216 1,205 0.9% 5,118

Contribution margin
(1)

234 222 5.5% 960

EBITDA
(2)

128 152 -16.3% 573

Adjusted EBITDA
(3)

129 116 10.6% 529

Operating income 112 135 -17.3% 508

Adjusted operating income
(4)

113 99 13.9% 464

Income before taxes 135 71 90.2% 387

Net income 103 52 97.6% 302

(in millions of Euro)

31 March 2008 31 March 2007 Change 31 December 2007

Net capital employed 1,392 1,247 145 1,282

Employee benefit obligations 110 126 (16) 112

Equity 524 222 302 454

of which attributable to minority interests 21 22 (1) 21

Net financial position 758 899 (141) 716

(in millions of Euro)

1st quarter 2008 1st quarter 2007 % change FY 2007

Investments 16 14 14.3% 89

Employees (at period end) 12,544 12,364 1.5% 12,243

Earnings/(loss) per share

- basic 0.56 0.27 1.67

- diluted 0.56 0.27 1.65

Foreward

This quarterly report at 31 March 2008 (Interim management statement pursuant to art. 154 ter of Italian Decree

58/1998) has been drawn up and prepared:

- in compliance with the above decree and subsequent amendments and with the Issuer Regulations published by

Consob (Italy's securities regulator);

- in compliance with the International Financial Reporting Standards (IFRS) issued by the International Accounting

Standards Board (IASB) and endorsed by the European Union, and in accordance with IAS 34 – Interim Financial

Reporting.

SUMMARY OF CONSOLIDATED FINANCIAL INFORMATION

(1) Contribution margin is defined as adjusted EBITDA before fixed costs.

(2) EBITDA is defined as earnings/(loss) for the period, before finance income/costs, tax, depreciation and amortisation and the
share of income/loss from associates and dividends from other companies.

(3) Adjusted EBITDA is defined as EBITDA before non-recurring income/expenses.

(4) Adjusted operating income is defined as operating income before non-recurring income/expenses.
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SIGNIFICANT EVENTS DURING THE PERIOD

The Prysmian Group reported a 3.4% organic growth in sales in the first quarter of 2008 relative to the same period

of 2007 (excluding changes in metal prices and exchange rates). Organic growth by segment was as follows:

- Energy + 3.6%

- Telecom + 2.3%

The Group's adjusted EBITDA for the period was Euro 129 million (excluding non-recurring expenses of Euro 1

million), reporting an increase of 10.6% on the same period of last year.

The revaluation of the euro against the US dollar and other currencies (eg. the British pound) compared to the first

quarter of 2007 caused approximately Euro 2 million reduction of adjusted EBITDA contributed by units operating in

local currencies other than the consolidation one.

In February Prysmian signed an EPC (Engineering Procurement Construction) contract worth Euro 23 million with

Emirates Aluminium Company Ltd. for the supply and installation of high voltage cables and systems that will be

used in the world's largest aluminium smelter, currently being built in the Taweelah district of Abu Dhabi.

At the end of March, Prysmian was chosen by Petrobras, a Brazilian oil company, as a partner for developing Plangas,

a strategically important project under which Brazil intends to increase its national gas production significantly.

Prysmian has been appointed to design, produce and install special high-tech umbilical cables used in the operation of

offshore gas fields. The contract is worth approximately USD 18 million for a total of 35 km in umbilical steel cable.

Prysmian has also secured a major contract in Libya worth over Euro 35 million and an extension to the Syria project

for the supply of copper telecoms cables; it will also continue to supply both optical and copper cables under the three-

year contract won last year in Australia (Telstra).

At the end of March 2008, the Group's net financial position amounted to Euro 758 million, compared to Euro 899

million at 31 March 2007. The improvement was mainly attributable to the large amount of cash flow driven by

operating income in the past twelve months.

The slight increase of Euro 42 million in net financial position since 31 December 2007 reflects the rising seasonal

trend in sales.
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(in millions of Euro)

1st quarter

2008

1st quarter

2007 % change FY 2007

Sales 1,216 1,205 0.9% 5,118

Adjusted EBITDA 129 116 10.6% 529

% of sales 10.6% 9.6% 10.3%

EBITDA 128 152 -16.3% 573

% of sales 10.5% 12.6% 11.2%

Amortisation, depreciation and impairment (16) (17) -8.4% (65)

Operating income 112 135 -17.3% 508

% of sales 9.2% 11.2% 9.9%

Net finance income (costs) 23 (64) -135.1% (123)
Share of income from investments accounted using the equity

method - - 2

Income before taxes 135 71 90.2% 387

% of sales 11.1% 5.9% 7.6%

Taxes (32) (19) 69.8% (85)

Net income 103 52 97.6% 302

% of sales 8.4% 4.3% 5.9%

Attributable to:

Equity holders of the parent 101 49 300

Minority interests 2 3 2

Operating income (A) 112 135 -17.3% 508

EBITDA (B) 128 152 -16.3% 573

Non-recurring expenses (income):

IPO costs - 2 8

Shutdown of operating facilities - 1 6

IT segregation 1 - 1

Settlement with Pirelli & C. S.p.A. - - (21)
Acquisition price adjustment of the Energy and Telecom

Cables & Systems divisions from Pirelli & C. S.p.A. - (39) (39)

Disposal of Submarine Telecoms Business - - 1

Total non-recurring expenses (income) (C) 1 (36) (44)

Adjusted operating income (A+C) 113 99 13.9% 464

Adjusted EBITDA (B+C) 129 116 10.6% 529

Reconciliation of operating income/EBITDA to adjusted operating income/EBITDA

GROUP PERFORMANCE AND RESULTS
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Income statement

Group sales amounted to Euro 1,216 million in the first quarter of 2008 compared with Euro 1,205 million in the

same period of 2007, reporting an increase of Euro 11 million (+0.9 %).

The substantially stable sales performance was actually the product of a combination of factors:

- a rise of Euro 1 million in sale prices due to higher metal prices;

- negative exchange rate movements of Euro 31 million (-2.5%);

- sales organic growth of Euro 41 million (+3.4%) due to improved volumes and mix.

Adjusted EBITDA reached Euro 129 million in the first quarter of 2008 compared with Euro 116 million in 2007,

reporting an increase of Euro 13 million (+10.6%). This improvement came entirely from the growth in contribution

margin with fixed costs stable compared to the prior year.

Contribution margin increased from Euro 222 million in the first quarter of 2007 to Euro 234 million this year.

Relative to the same period last year there was:

- strong growth in volumes for high voltage and submarine projects business, after increasing production

capacity in the prior year;

- general stability relative to the first quarter of 2007 in volumes and profitability of the other businesses (Trade

& Installers, Power Distribution, Industrial and Telecom), despite a slowdown in demand already evident in

the last quarter of 2007. The slight downturn in global demand varied in the different areas of the world and

in the different businesses; nonetheless Prysmian managed to maintain or increase its profitability thanks to

selective measures involving its product portfolio designed to favour the more profitable segments and/or

markets.

Group EBITDA amounted to Euro 128 million in the first quarter of 2008 compared with Euro 152 million in the

same period of last year. The reduction of Euro 24 million (-16.3%) was the combined effect of the following

factors:

- improvement of Euro 13 million of recurring results;

- absence this year of last year's acquisition price adjustment of Euro 39 million from Pirelli & C. S.p.A.;

- absence this year of Euro 2 million in non-recurring expenses relating to last year's IPO.

First-quarter depreciation and amortisation amounted to Euro 16 million, staying in line with the corresponding

prior-year figure of Euro 17 million.

Group operating income amounted to Euro 112 million at the end of March 2008, compared with Euro 135 million in

the prior year, reporting a decrease of Euro 23 million (-17.3%), due to the non-recurring factors described above for

EBITDA.

Finance income and costs reported in the first-quarter of 2008 a net income of Euro 23 million compared with net

costs of Euro 64 million in the first quarter of 2007, representing an improvement of Euro 87 million. This increase

was due to:

- the absence this year of Euro 59 million in write-offs of bank fees in the first quarter of 2007 following the

refinancing of the previous Credit Agreement with the New Credit Agreement;
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1st quarter 2008

EMEA * 69%

North America
12%

Asia and
Oceania 10%Latin America

9%

1st quarter 2007

EMEA * 69%

North America
13%

Latin America
9%

Asia and
Oceania 9%

- recognition in the income statement of the positive effect from the fair value of derivatives (Euro 50 million in

2008 compared to Euro 18 million in the first quarter of 2007);

- net exchange rate losses higher for Euro 7 million, due to the depreciation of the US dollar and other

currencies;

- lower finance costs thanks to the significant cash flow generated in the past twelve months and the reduction

in interest rates obtained under the New Credit Agreement;

- absence this year of the benefit of Euro 4 million from releasing a cash flow hedge equity reserve to income in

2007.

Taxes amounted to Euro 32 million in the first quarter of 2008, representing a tax rate of 24.0%.

Net income for the first quarter of 2008 surged to Euro 103 million, almost doubling the figure of Euro 52 million

reported in the first three months of 2007.

Sales by geographical area

The following charts provide a comparison of sales by geographical area in the first quarter of 2007 and the first

quarter of 2008.

* EMEA: Europe, Middle East and Africa

The breakdown of sales by geographical area reports a slight reduction in the weight of sales in North America in

favour of Asia and Oceania. The underlying factors are the growth in sales in the various markets and the

appreciation of the Euro (the consolidation currency) against the US dollar and other currencies.

Sales in EMEA increased by 2.2% thanks to a combination of the following factors:

- negative exchange rate effect of Euro 16 million (-1.9%) due to appreciation of the euro against other

currencies in which Prysmian European companies operate (British pound, Romanian new lei, etc.);

- decrease of Euro 2 million (-0.2 %) due to change in metal prices (lower than last year thanks to the

EUR/USD exchange rate which more than made up for the growth in copper and aluminium prices);

- organic growth of Euro 36 million (+4.3%) entirely driven by high voltage and submarine cables projects.

Sales in North America decreased by Euro 12 million (-7.7%) entirely due to exchange rates. In fact, Prysmian's

sales volumes in this part of the world were broadly unchanged thanks to the growth in the high voltage cables

business which more than compensated the lower demand in the other areas of business (particularly Power

Distribution).
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Sales in Latin America remained stable.

The area with the highest sales growth was Asia and Oceania (+ 5.0% in absolute value and + 8.1% net of metal

prices and exchange rates effects), thanks to the growth in volumes in the Telecom and the Trade & Installers

businesses.
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(in millions of Euro)

1st quarter

2008

1st quarter

2007 % change FY 2007

Sales 1,077 1,081 -0.4% 4,618

of which to third parties 1,074 1,059 1.4% 4,583

Adjusted EBITDA 115 103 10.5% 481

% of sales 10.6% 9.5% 10.4%

EBITDA 115 102 11.9% 475

% of sales 10.6% 9.4% 10.3%

Amortisation, depreciation and impairment (15) (16) -9.6% (61)

Operating income 100 86 15.9% 414

% of sales 9.2% 8.0% 9.0%

Adjusted operating income 100 87 14.2% 420

% of sales 9.2% 8.0% 9.1%

Contribution margin 204 192 6.4% 851

% of sales 18.9% 17.8% 18.4%

Operating income (A) 100 86 15.9% 414

EBITDA (B) 115 102 11.9% 475

Non-recurring expenses:

Shutdown of operating facilities - 1 6

Launch of the Prysmian trademark - - -

Total non-recurring expenses (C) - 1 6

Adjusted operating income (A+C) 100 87 14.2% 420

Adjusted EBITDA (B+C) 115 103 10.5% 481

Reconciliation of operating income/EBITDA to adjusted operating income/EBITDA

SEGMENT PERFORMANCE

ENERGY

The criteria of Corporate fixed costs allocation to the segments has changed from the second quarter of 2007, with all

such costs now being allocated to the Energy and Telecom segments. This allocation uses parameters associated with

the absorption of resources by each operating segment. The first-quarter results in 2007 have been restated

accordingly for comparative purposes.

Sales

Sales to third parties in the Energy Cables and Systems segment rose from Euro 1,059 million in the first quarter of

2007 to Euro 1,074 million in the quarter just ended. The increase of Euro 15 million (+1.4%) was mainly due to the

following factors:

- rise of Euro 4 million (+0.4%) for changes in sale prices due to higher metal prices;

- negative exchange rate effects of Euro 27 million (-2.6 %);
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- organic growth in sales of Euro 38 million (+3.6%) due to improved volumes and mix.

Sales by the Trade & Installers business increased by Euro 5 million (+1.1%) on the prior year due to the following

factors:

- increase in sale prices of Euro 7 million (+1.8%), due to higher metal prices, which further climbed in March

2008;

- negative exchange rate effects of Euro 4 million (-1.1%), almost entirely due to the Euro appreciation against

the British pound;

- organic growth of Euro 2 million (+0.4%).

Despite facing stationary or contracting markets, like in Spain and North America, resulting from the downturn in the

construction sector Prysmian managed to increase sales volumes by approximately 3% on the prior year.

This was the result of a strategy that combined stability of the pricing applied at the end of 2007, the ability to react

quickly to changes in specific markets and a focus on high value-added products (eg. LSOH/Afumex fire resistant

cables). In Europe, our subsidiary in Spain reacted to a drastic reduction in demand by redirecting its efforts to

medium voltage cables, while in the UK the weaker pound and the decrease in imports’ competitiveness provided an

opportunity to boost sales of building wires.

In North America, Prysmian focused on sales in highly specialised building sectors, while in Australia it concentrated

on direct rather than intermediated channels.

Sales of cables in the Utilities business rose by Euro 23 million (+5.5%) versus the first three months of last year, due

to the following factors:

- slight drop in sale prices of Euro 2 million (-0.5%) following a reduction in metal prices at the end of 2007;

- negative exchange rate effects of Euro 23 million (-5.3%), due to the Euro appreciation against the British

pound and US dollar;

- organic growth of Euro 48 million (+11.3%).

Growth was concentrated in the high voltage and submarine cables segments thanks to strong demand and major

projects worldwide, to which Prysmian has responded in the past two years by expanding production capacity at its

plants in Arco Felice (Italy), Pikkala (Finland), Delft (Holland) and Gron (France).

Both segments enjoyed a large organic sales growth relative to the first quarter of last year thanks to projects like the

Sardinia – Italian Peninsula link (Sa.pe.i) and those for Northeast Utilities (USA) and Kharamaa (Qatar).

As a partial consequence of the above trends, sales by the Accessories business also reported a strong organic growth,

equally divided between products for high and medium voltage cables.

The high price of oil, the growing worldwide demand for energy and the need to make transmission networks more

efficient and eco-sustainable allows to anticipate a steadily positive outlook.

The Power Distribution business reported a slight organic drop in sales on the prior year. This reduction was mainly

concentrated in the North American market, where the main Utilities have stopped or slowed the ordinary network

maintenance in favour of major transmission projects.

The Industrial business reported an organic decrease in sales of 7.6% on the first quarter of 2007. This drop in sales,

which did not affect the business profitability, was due to a number of factors, such as demand evolution in Europe,



DIRECTORS' REPORT

14

which focussed was on special-use products (crane cables for port installations, instrumentation cables), and the

different timing of sales to contractors and large customers for projects in the Oil & Gas sector.

Profitability

Contribution margin increased by Euro 12 million (+6.4%) from Euro 192 million in the first quarter of 2007 to Euro

204 million at the end of March 2008. This improvement is directly related to the expansion of high value-added

businesses, like high voltage and submarine cables.

The better commercial results were fully reflected in EBITDA, which increased by Euro 13 million (+11.9%) from

Euro 102 million in the first quarter of 2007 to Euro 115 million this year.

The current order book offers a good visibility in coming months, especially for those businesses driven by long-term

projects.

Fixed costs were in line with the previous year, while operating income improved by Euro 14 million (+15.9%) to

Euro 100 million, up from Euro 86 million in the first quarter of 2007.

The positive trend in operating income confirms the effectiveness of the Group's strategy of focusing on higher value-

added products and sales channels.

The following tables report sales to third parties, adjusted EBITDA and adjusted operating income of the Energy

segment's various businesses, compared with the corresponding prior year period.
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(in millions of Euro)

1st quarter 2008 1st quarter 2007 % change % organic change

Utilities 444 421
of which to third parties 444 421 5.5% 11.3%

Trade & Installers 424 419
of which to third parties 423 418 1.1% 0.4%

Industrial 186 204
of which to third parties 186 203 -8.2% -7.6%

Other 23 37
of which to third parties 21 17

Total Energy 1,077 1,081
of which to third parties 1,074 1,059 1.4% 3.6%

(in millions of Euro)

1st quarter 2008 1st quarter 2007 1st quarter 2008 1st quarter 2007

Utilities 58 43 13.1% 10.3%

Trade & Installers 35 37 8.2% 9.0%

Industrial 21 21 11.2% 10.3%

Other 1 1

Total Energy 115 103 10.6% 9.5%

(in millions of Euro)

1st quarter 2008 1st quarter 2007 1st quarter 2008 1st quarter 2007

Utilities 51 35 11.6% 8.4%

Trade & Installers 31 33 7.3% 8.0%

Industrial 18 18 9.4% 8.8%

Other - 1

Total Energy 100 87 9.2% 8.0%

Sales

Adjusted operating income

% of sales

% of sales

Adjusted EBITDA



DIRECTORS' REPORT

16

(in millions of Euro)

1st quarter

2008

1st quarter

2007 % change FY 2007

Sales 144 151 -4.3% 548

of which to third parties 142 146 -2.7% 535

Adjusted EBITDA 14 14 11.3% 48

% of sales 10.2% 9.0% 8.6%

EBITDA 14 14 7.9% 47

% of sales 9.9% 9.0% 8.5%

Amortisation, depreciation and impairment (1) (1) -7.2% (4)

Operating income 13 13 9.0% 43

% of sales 9.3% 8.3% 7.8%

Adjusted operating income 13 13 12.7% 44

% of sales 9.6% 8.3% 7.9%

Contribution margin 30 30 -0.5% 109

% of sales 21.1% 20.2% 20.0%

Operating income (A) 13 13 9.0% 43

EBITDA (B) 14 14 7.9% 47

Non-recurring expenses:

Shutdown of operating facilities - - -

Disposal of Submarine Telecoms Business - - 1

Total non-recurring expenses (C) - - 1

Adjusted operating income (A+C) 13 13 12.7% 44

Adjusted EBITDA (B+C) 14 14 11.3% 48

Reconciliation of operating income/EBITDA to adjusted operating income/EBITDA

TELECOM

The criteria of Corporate fixed costs’ allocation to the segments has changed from the second quarter of 2007, with all

such costs now being allocated to the Energy and Telecom segments. This allocation uses parameters associated with

the absorption of resources by each operating segment. The first-quarter results in 2007 have been restated

accordingly for comparative purposes.

Sales to third parties by the Telecom segment reached Euro 142 million, down from Euro 146 million in the first

quarter of 2007 (-2.7%).

This decrease was due to:

- lower sale prices of Euro 3 million (-2.2%) following a reduction in metal prices;

- negative exchange rate effects of Euro 4 million (-2.8%);

- organic growth of Euro 3 million (+ 2.3%).

Contribution margin and EBITDA were unchanged relative to the same period of 2007, respectively at Euro 30

million, and Euro 14 million.
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Within the segment, optical cables continued to benefit from the recovery of demand in Europe; good results were

also achieved in Australia (thanks to the contract with Telstra). This enabled the Group to limit the negative effects of

a weaker Indian market.

Prysmian has recently launched on several projects in the field of optic fibres, including:

 CasaLight optic fibre, which is specially designed to meet the necessary requirements when fibre is bent;

these are particularly demanding in the case of FTTH fibre and cables;

 VertiCasa project, which involves a new cabling system designed for installation of optic fibre cables in very

high buildings.

Sales held up in the copper cable segment thanks to high volumes in Turkey, Italy and Romania. Prysmian has

secured a major contract worth over Euro 35 million to supply telecom cables in Libya. The contract has been made

with the Libyan General Post and Telecommunications Company and involves supplying a wide range of cables for

the national operator's telephone network.

In South America, performance in Brazil was good, with high volumes achieved on both the domestic and export

market (North and Central America).

Contribution margin benefited not only from the commercial factors mentioned above, but also from measures to

improve industrial efficiency.
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(in millions of Euro)

31 March 2008 31 March 2007 Change 31 December 2007

Net fixed assets 855 867 (12) 881

Net working capital 665 513 152 536

Provisions (128) (133) 5 (135)

Net capital employed 1,392 1,247 145 1,282

Employee benefit obligations 110 126 (16) 112

Total equity 524 222 302 454

of which attributable to minority interests 21 22 (1) 21

Net financial position 758 899 (141) 716

Total equity and sources of funds 1,392 1,247 145 1,282

GROUP BALANCE SHEET AND FINANCIAL POSITION

Balance sheet

Net fixed assets were Euro 26 million lower than at 31 December 2007, mainly reflecting the depreciation of the US

dollar, the British pound and other currencies against the Euro.

Investments in the period amounted to Euro 16 million, matching the depreciation and amortisation charges.

Net working capital was Euro 129 million higher than at 31 December 2007, reflecting seasonal factors. The increase

of Euro 152 million relative to 31 March 2007 was due to higher inventories, the negative impact of other receivables

and payables mostly associated with the work-in-progress of high voltage and submarine projects, and an increase in

the fair value of derivatives having a commercial nature (mainly metals and currency derivatives).

Net financial position was up by Euro 42 million relative to 31 December 2007, reflecting the following factors:

- negative impact of the seasonal change in working capital and the growing orders backlog for long-term

projects;

- net cash flow from operating activities in the first quarter of 2008;

- cash-in of Euro 16 million from Pirelli & C. S.p.A. for final acquisition price adjustment.

Net financial position decreased by Euro 141 million relative to 31 March 2007 thanks to the cash flow in the period,

including the cash-in of price adjustments of Euro 21 million from Pirelli & C. S.p.A., and despite the negative impact

of repaying the shareholders' loan of Euro 28 million (residual amount included in equity).
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(in millions of Euro)

31 March 2008 31 March 2007 Change 31 December 2007

Inventories 660 594 66 582

Trade receivables 961 912 49 833

Trade payables (801) (792) (9) (738)

Other receivables/(payables) (155) (201) 46 (141)

Net working capital 665 513 152 536

Net working capital

The main components of net working capital are analysed in the following table:

Net working capital amounted to Euro 665 million (13.7% of sales) at 31 March 2008, compared with Euro 536

million (10.5% of sales) at 31 December 2007 and Euro 513 million (10.6% of sales) at 31 March 2007.

This increase was attributable to the following factors:

- higher absorption of net working capital, arising from the growth in long-term projects for the high voltage

and submarine business (Euro 68 million relative to December 2007 and Euro 102 million relative to March

2007);

- increase in receivables due to higher fair value of derivatives, (Euro 53 million relative to December 2007

and Euro 44 million relative to March 2007);

- increase in inventories due to investments in production capacity for high voltage products in France,

Finland and Holland;

- effect of seasonal factors on other business (relative to December 2007);

- shorter payment terms for copper suppliers (relative to March 2007).
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(in millions of Euro)

31 March 2008 31 March 2007 Change 31 December 2007

Long-term financial payables

Credit agreement 983 1,054 (71) 990

Bank fees (8) (1) (7) (8)

Shareholders' loan - 43 (43) -

Other financial payables 10 10 0 11

Total long-term financial payables 985 1,106 (121) 993

Short-term financial payables

Credit agreement 18 - 18 5

Bank fees - - - -

Securitization 30 200 (170) -

Other financial payables 62 51 11 63

Total short-term financial payables 110 251 (141) 68

Total financial liabilities 1,095 1,357 (262) 1,061

Long-term financial receivables 18 22 (4) 22

Long-term bank fees 9 4 5 10

Short-term financial receivables 21 13 8 18

Short-term bank fees 2 1 1 3

Financial assets held for trading 35 31 4 40

Cash and cash equivalents 252 387 (135) 252

Total financial assets 337 458 (121) 345

Net financial position 758 899 (141) 716

(in millions of Euro)

1st quarter 2008 1st quarter 2007 Change FY 2007

EBITDA 128 152 (24) 573

Acquisition price adjustment and other settlements - (40) 40 (60)

Share-based compensation - 1 (1) 6

Changes in provisions (including employee benefit obligations) (2) (2) - (6)

(Gains)/losses from disposal of property, plant and equip. and intangible assets - (1) 1 (1)

Net cash flow provided by operating activities (before changes in net working capital) 126 110 16 512

Changes in net working capital (112) (65) (47) (60)

Taxes paid (14) (16) 2 (86)

Net cash flow provided by (used in) operating activities - 29 (29) 366

Acquisition price adjustment and other settlements 16 40 (24) 45

Net cash flow used in investing activities (1)
(16) (10) (6) (83)

Free cash flow (unlevered) - 59 (59) 328

Net finance costs (14) (22) 8 (83)

Free cash flow (levered) (14) 37 (51) 245

Capital contribution 1 - 1 (2)

Repayment of shareholders' loan - - - (28)

Net cash flow provided (used) in the period (13) 37 (50) 215

Net financial position at the beginning of the period (716) (879) 163 (879)

Net cash flow provided (used) in the period (13) 37 (50) 215

Other changes (29) (57) 28 (52)

Net financial position at the end of the period (758) (899) 141 (716)

Net financial position

The following table provides a detailed breakdown of net financial position:

Cash flow statement

(1) This does not include cash flow relating to "Financial assets held for trading", classified in net financial position.



DIRECTORS' REPORT

21

Net cash flow provided by operating activities (before changes in net working capital) amounted to Euro 126 million

in the first three months of the year. Most of this cash flow was absorbed by the increase of Euro 112 million in net

working capital described above; after deducting Euro 14 million in taxes paid, net cash flow from operating

activities in the period was substantially nil..

Net investments in the first three months of 2008 amounted to Euro 16 million, Euro 6 million more than in the same

period of 2007. This increase is due to an expansion in production capacity at the plants working on high voltage

and submarine products needed to satisfy growing demand.

Net finance costs were a positive Euro 23 million for the period and included significant non-cash items, mainly

relating to an increase in the fair value of derivatives. Consequently, net of these effects, net cash finance costs

reflected in the cash flow statement were a negative Euro 14 million.

Net cash flow for the period also benefited from Euro 16 million in price adjustments received from Pirelli & C.

S.p.A.

ALTERNATIVE PERFORMANCE INDICATORS

In addition to the standard financial reporting formats and indicators required under IFRS, this document contains a

number of reclassified tables and alternative performance indicators. The purpose is to help users better evaluate the

Group's economic and financial performance. However, these tables and indicators should not be treated as a

substitute for the standard ones required by IFRS.

The alternative indicators used for reviewing the income statement include:

• Adjusted operating income: operating income before non-recurring income and expenses, as reported in the

consolidated income statement. The purpose of this indicator is to present the Group operating profitability without

the effects of events considered to be outside its recurring operations;

• EBITDA: operating income gross of amortisation, depreciation and impairment. The purpose of this indicator is to

present the Group operating profitability before the main non-monetary items;

• Adjusted EBITDA: EBITDA as defined above calculated before non-recurring income and expenses, as reported in

the consolidated income statement. The purpose of this indicator is to present the Group operating profitability before

the main non-monetary items, without the effects of events considered to be outside the Group recurring operations;

• Contribution margin: the difference between income from sales of goods and services and the total of all

production, distribution and commercial costs which are considered variable in relation to sales. The purpose of this

indicator is to enable an assessment of the sensitivity of the Group income to a change in sales;

• Organic growth: change in sales calculated net of changes in group perimeter, changes in metal prices and effects of

exchange rates.

The alternative indicators used for reviewing the balance sheet include:

• Net fixed assets: sum of the following items contained in the consolidated balance sheet:

- Intangible assets

- Property, plant and equipment

- Investments in associates

- Available-for-sale financial assets, net of long term securities classified as long-term financial receivables in net

financial position

• Net working capital: sum of the following items contained in the consolidated balance sheet:
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- Inventories

- Trade receivables

- Trade payables

- Other non-current receivables and payables, net of long-term financial receivables classified in net financial

position

- Other current receivables and payables, net of short-term financial receivables classified in net financial position

- Derivatives net of financial instruments on interest rates and of financial instruments on exchange rates relating to

financial transactions, classified in net financial position

- Current tax payables

• Provisions: sum of the following items contained in the consolidated balance sheet:

- Provisions for risks and charges – current portion

- Provisions for risks and charges – non-current portion

- Provisions for deferred tax liabilities

- Deferred tax assets

• Net capital employed: sum of Fixed assets, Net working capital and Provisions.

• Employee benefit obligations and Total equity: these indicators correspond to Employee benefit obligations and

Total equity reported in the consolidated balance sheet.

• Net financial position: sum of the following items:

- Borrowings from banks and other lenders - non-current portion

- Borrowings from banks and other lenders - current portion

- Derivatives for financial transactions recorded as Non-current derivatives and classified under Long-term financial

receivables

- Derivatives for financial transactions recorded as Current derivatives and classified under Short-term financial

receivables

- Derivatives for financial transactions recorded as Non-current derivatives and classified under Long-term financial

payables

- Derivatives for financial transactions recorded as Current derivatives and classified under Short-term financial

payables

- Medium/long-term financial receivables recorded in Other non-current receivables

- Bank fees on loans recorded in Other non-current receivables

- Short-term financial receivables recorded in Other current receivables

- Bank fees on loans recorded in Other current receivables

- Long-term securities classified under Available-for-sale financial assets

- Financial assets held for trading

- Cash and cash equivalents

SUBSEQUENT EVENTS AND BUSINESS OUTLOOK

On 15 April 2008, the shareholders of Prysmian S.p.A. voted in general meeting to allocate net income for 2007 of

Euro 60.619 million as follows:

- Euro 0.827 million to the legal reserve;

- Euro 59.792 million to the shareholders.

The shareholders then resolved to distribute a total dividend of Euro 75.253 million, using Euro 59.792 million in net

income for 2007 and Euro 15.461 million from the Company's "Other reserves". The dividend, of Euro 0.417 per

share, was paid on 24 April 2008.
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The shareholders also approved a share buy-back programme. Under this programme it will be possible to buy back

up to 18,000,000 of the Company's ordinary shares, in one or more blocks. The purchases must not exceed the amount

of undistributed earnings and distributable reserves reported in the most recently approved annual financial

statements. The programme will last for a maximum of 18 months commencing 15 April 2008. The purpose of the

programme is to allow the Company's capital to be effectively managed and to create a portfolio of treasury shares

that can be used for any extraordinary transactions, or to service any share-based incentive schemes for the Group

employees or for any other purpose allowed by current law.

The first quarter of the year confirmed a relative slowdown in the economic macro scenario which is expected to

continue throughout 2008, particularly due to a lower growth rate of the US economy. Despite these signs of

slowdown, the Group expects to confirm its profit drivers, which should continue to benefit from growing demand

of high voltage cable for power transmission and cables for industrial applications such as OGP and renewable

energy, as well as from steady strong demand for optic fibre cables by Telecom operators.

Based on the very positive first-quarter results, combined with a strong order book in higher value-added businesses,

operating profitability is expected to improve for the full year 2008 and, in particular, adjusted EBITDA is expected

above 2007 level.

The Group also intends to continue investing in its higher value-added businesses, thus further enhancing its

presence in the most profitable and high-growth segments.

Milan, 14 May 2008

ON BEHALF OF THE BOARD OF DIRECTORS

THE CHAIRMAN

Paolo Zannoni
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