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CALCULATION OF REGISTRATION FEE

PROPOSED PROPOSED AMOUNT OF
TITLE OF SECURITIES AMOUNT TO BE MAXIMUM OFFERING MAXIMUM AGGREGATE REGISTRATION
TO BE REGISTERED REGISTERED(1) PRICE PER SHARE OFFERING PRICE FEE(2)(3)
Common Stock, par value $0.01 per share... 10,953,922 shares $ N/A(2) $440,038,251.50 $133,344.93
Exchange Put Rights and other Obligations
of National-0ilwell(4) N/A N/A N/A N/A(5)

(1) Pursuant to Rule 416(a), the number of shares being registered shall be
adjusted to include any additional shares which may become issuable as a
result of stock splits, stock dividends, or similar transactions in
accordance with anti-dilution provisions of the Combination Agreement.

(2) Calculated pursuant to Rule 457(f) and (c), based upon the average of the
reported high and low sales prices for the Common Stock for Dreco Energy
Services Ltd. as reported on the Nasdag National Market for July 22, 1997.

(3) Pursuant to Rule 17 C.F.R. 240.0-11(a)(2) the filing fee paid has been
reduced by $80,321.96, as such amount was paid with the filing of the
preliminary proxy statement for this transaction.

(4) These rights are for the benefit of the holders of the Dreco Energy Services
Ltd. Exchangeable Shares ("Exchangeable Shares"). The rights cannot be
transferred by the holders of the Exchangeable Shares, which are
exchangeable for National-0ilwell Common Stock. These Obligations are the



obligations of National-Oilwell to assure that holders of the Exchangeable
Shares have certain dividend, voting and liquidation rights as if they held
the shares of National-Oilwell Common Stock into which the Exchangeable
Shares are exchangeable (see "The Transaction -- Transaction Mechanics and
Description of Exchangeable Shares -- Voting, Dividend and Liquidation
Rights of Holders of Exchangeable Shares") and certain other rights (see
"The Transaction -- Transaction Mechanics and Description of Exchangeable
Shares -- Support Agreement")

(5) No separate registration fee is required for these rights under Rule 457(f).

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES
AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE
A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT
SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(a) OF THE
SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a),
MAY DETERMINE.




NATIONAL-OILWELL, INC. AND DRECO ENERGY SERVICES LTD.

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS OF
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-AND-
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JOINT MANAGEMENT INFORMATION CIRCULAR
AND PROXY STATEMENT/PROSPECTUS
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[NATIONAL-OILWELL LOGO]
July , 1997
Dear National-0ilwell, Inc. Stockholder:

You are cordially invited to attend a special meeting of stockholders (the
"National-Oilwell Meeting") of National-Oilwell, Inc. ("National-0ilwell") to be
held at the Ritz-Carlton Hotel, 1919 Briar Oaks, Houston, Texas at 9:00 a.m.
(Houston time) on Thursday, August 28, 1997.

At the National-Oilwell Meeting, you will be asked to (i) approve the
Combination Agreement, as amended (the "Combination Agreement"), between
National-0ilwell and Dreco Energy Services Ltd. ("Dreco") and the transactions
contemplated thereby (the "Combination") and (ii) to consider and vote upon a
recapitalization plan (the "Recapitalization Plan") pursuant to which
National-0Oilwell's Amended and Restated Certificate of Incorporation will be
amended and restated to increase the number of shares of authorized Common Stock
from 40,000,000 to 75,000,000 and to designate a class of stock as Special
Voting Stock consisting of one share. Details of the Combination and the
Recapitalization Plan are contained in the Joint Management Information Circular
and Proxy Statement/Prospectus (the "Joint Proxy Statement/Prospectus") being
delivered with this letter.

If the proposals contained in the Joint Proxy Statement/Prospectus are
approved by National-Oilwell's stockholders, Dreco will become a subsidiary of
National-0Oilwell. Upon consummation of the Combination, two directors designated
by Dreco will become part of an expanded nine-person National-0Oilwell board of
directors. National-0Oilwell's board of directors has carefully considered and
has unanimously approved the terms and conditions of the Combination Agreement
and the Combination and recommends that the stockholders approve the Combination
Agreement and the Combination and the Recapitalization Plan. In reaching this
conclusion, the board considered, among other things, the opinion dated May 13,
1997 of Merrill Lynch, Pierce, Fenner & Smith Incorporated ("Merrill Lynch"), an
investment banking firm engaged by National-0Oilwell, that, as of such date and
based on and subject to the factors and assumptions set forth therein, the
exchange ratio set forth in the Combination Agreement is fair, from a financial
point of view, to National-Oilwell. A copy of the Merrill Lynch opinion,
including the assumptions, qualifications and other matters contained therein,
is included in the Joint Proxy Statement/Prospectus as Annex H thereto.

The respective obligations of National-0Oilwell and Dreco to consummate the
Combination Agreement and the Combination are subject to, among other
conditions, the approval of the stockholders of National-Oilwell of each of the
Combination Agreement and the Combination and the Recapitalization Plan at the
National-0Oilwell Meeting. If either of the proposals is not approved, neither of
the proposals will be implemented and the Combination will not be consummated,
notwithstanding that the other proposal may have been approved by the
stockholders of National-Oilwell. THE BOARD OF DIRECTORS RECOMMENDS THAT YOU
VOTE FOR APPROVAL OF THE COMBINATION AGREEMENT AND THE COMBINATION AND FOR
APPROVAL AND ADOPTION OF THE RECAPITALIZATION PLAN.

IN VIEW OF THE IMPORTANCE OF THE ACTIONS TO BE TAKEN AT THE
NATIONAL-OILWELL MEETING, YOU ARE URGED TO READ THE JOINT PROXY
STATEMENT/PROSPECTUS CAREFULLY, AND, REGARDLESS OF THE NUMBER OF SHARES YOU OWN,
COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD PROMPTLY IN THE
ACCOMPANYING PREPAID ENVELOPE. YOU MAY, OF COURSE, ATTEND THE NATIONAL-OILWELL
MEETING AND VOTE IN PERSON, EVEN IF YOU HAVE PREVIOUSLY RETURNED YOUR PROXY
CARD.

Sincerely,

Joel V. Staff
Chairman of the Board, President and Chief Executive Officer



NATIONAL-OILWELL, INC.
5555 SAN FELIPE
HOUSTON, TEXAS 77056

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 28, 1997

Notice is hereby given that a special meeting of stockholders (the
"National-0ilwell Meeting") of National-Oilwell, Inc. ("National-Oilwell") will
be held at the Ritz-Carlton Hotel, 1919 Briar Oaks, Houston, Texas, at 9:00 a.m.
(Houston time), on Thursday, August 28, 1997, for the following purposes:

1. To consider and vote upon a proposal to approve the Combination
Agreement dated as of May 14, 1997, as amended (the "Combination
Agreement") between National-0Oilwell and Dreco Energy Services Ltd., an
Alberta corporation ("Dreco"), and the transactions contemplated thereby
(the "Combination"), as more fully described in the accompanying Joint
Management Information Circular and Proxy Statement/Prospectus (the "Joint
Proxy Statement/Prospectus");

2. To consider and vote upon a proposal to approve and adopt a
recapitalization plan (the "Recapitalization Plan") pursuant to which
National-0ilwell's Amended and Restated Certificate of Incorporation will
be amended and restated to increase the number of authorized shares of
Common Stock from 40,000,000 to 75,000,000 and to authorize a class of
Special Voting Stock consisting of one share; and

3. To transact such other business as may properly be presented to the
National-Oilwell Meeting or any adjournments thereof.

The respective obligations of National-0Oilwell and Dreco to consummate the
Combination Agreement and the Combination are subject to, among other
conditions, the approval of the stockholders of National-Oilwell of the
Combination Agreement and the Combination and the Recapitalization Plan at the
National-Oilwell Meeting. If either one of the proposals is not adopted, then
neither of the proposals will be implemented and the Combination will not be
consummated, notwithstanding that the other proposal may have been approved by
the stockholders of National-Oilwell.

Only stockholders of record at the close of business on July 8, 1997, will
be entitled to notice of and to vote at the National-0Oilwell Meeting and any
adjournments thereof. A list of stockholders of National-Oilwell entitled to
vote at the meeting will be available for inspection during normal business
hours for the ten days prior to the National-0ilwell Meeting at the offices of
National-Oilwell and at the time and place of the meeting.

PLEASE COMPLETE, DATE, SIGN AND PROMPTLY RETURN YOUR PROXY SO THAT YOUR
SHARES MAY BE VOTED IN ACCORDANCE WITH YOUR WISHES AND SO THAT THE PRESENCE OF A
QUORUM MAY BE ASSURED. THE GIVING OF SUCH PROXY DOES NOT AFFECT YOUR RIGHT TO
VOTE IN PERSON IN THE EVENT YOU ATTEND THE MEETING. YOU MAY REVOKE YOUR PROXY AT
ANY TIME.

By Order of the Board of Directors,
Paul M. Nation

Vice President, General Counsel and Secretary
July , 1997



LOGO
July , 1997
Dear Dreco Energy Services Ltd. ("Dreco") Shareholder and/or Dreco Optionholder:

We are pleased to invite you to attend an important meeting of shareholders
and optionholders (the "Dreco Meeting") of Dreco to be held on Thursday, August
28, 1997 at 9:00 a.m. (Houston time) at the Ritz-Carlton Hotel, 1919 Briar Oaks,
Houston, Texas. Because of the importance of the business of the Dreco Meeting,
we would like as many of you as possible either to attend in person, or to be
represented by sending in your proxies.

The business of the Dreco Meeting includes consideration of and voting on a
combination agreement and an arrangement which, effectively, will lead to a
combination of Dreco and National-Oilwell, Inc. ("National-0Oilwell").

The details of the proposed transaction are included in the attached Joint
Management Information Circular and Proxy Statement/Prospectus (the "Joint Proxy
Statement/Prospectus"). Also included is the form of proxy and Letter of
Transmittal to be used in connection with the exchange of shares under the
arrangement. Please review the Joint Proxy Statement/Prospectus carefully as it
has been prepared to help you make an informed decision.

If the proposed transaction is completed, Dreco shareholders will exchange
each of their Dreco Class "A" common shares for 1.2 Exchangeable Shares (a
newly-created class of shares) of Dreco, subject to the Exchange Ratio
Adjustment described in the Joint Proxy Statement/Prospectus (the "Exchange
Ratio"). Each holder of an Exchangeable Share may, either immediately or in the
future, elect to exchange each Exchangeable Share for one share of
National-Oilwell Common Stock. Each Exchangeable Share will entitle its holder
to receive dividends equivalent to any dividends paid on National-0ilwell Common
Stock and will entitle the holder to vote at meetings of the stockholders of
National-0Oilwell. Holding Exchangeable Shares rather than National-0ilwell
Common Stock may appeal to Dreco's shareholders for certain United States and
Canadian tax reasons described in the Joint Proxy Statement/Prospectus.

If the proposed transaction is completed, each Dreco option will be assumed
by National-Oilwell and will be modified to become exercisable for a number of
whole shares of National-0Oilwell Common Stock equal to the number of Dreco Class
"A" common shares subject to the Dreco option multiplied by the Exchange Ratio,
rounded down to the nearest whole number of shares, at an exercise price per
share equal to the exercise price per share of such Dreco option divided by the
Exchange Ratio.

After considering many different factors (which are reviewed in detail in
the Joint Proxy Statement/Prospectus) including, among other things, the oral
opinion delivered on May 13, 1997 by Credit Suisse First Boston Corporation, an
investment banking firm engaged by Dreco, which was subsequently confirmed in
writing, that, as of such date and based upon and subject to the matters set
forth therein, the Exchange Ratio was fair to the Dreco shareholders from a
financial point of view, your Board of Directors has unanimously recommended
that you vote in favor of the special resolution concerning the Plan of
Arrangement (as defined in the Joint Proxy Statement/Prospectus) and the
combination of National-Oilwell and Dreco.

We hope that you will be able to attend the Dreco Meeting. Whether or not
you are able to attend, it is still important that you be represented at the
Dreco Meeting. We urge you to complete the enclosed proxy and return it, not
later than the time specified in the Notice of Special Meeting, in the
postage-paid envelope provided. Regardless of the number of shares or options
you own, your vote is important.

Yours very truly,

Robert L. Phillips
President and Chief Executive Officer



DRECO ENERGY SERVICES LTD.
#1340 WEBER CENTRE
5555 CALGARY TRAIL SOUTH
EDMONTON, ALBERTA, CANADA T6H 5P9

NOTICE IS HEREBY GIVEN that a special meeting (the "Dreco Meeting") of the
holders (the "Shareholders") of Class "A" common shares (the "Common Shares")
and holders (the "Optionholders") of options to acquire Common Shares (the
"Options") of Dreco Energy Services Ltd. ("Dreco") will be held at 9:00 a.m.
(Houston time) on Thursday, August 28, 1997 at the Ritz-Carlton Hotel, 1919
Briar Oaks, Houston, Texas for the following purposes:

1. Pursuant to an order (the "Interim Order") of the Court of Queen's
Bench of Alberta dated July , 1997, to consider and, if deemed advisable,
to approve a special resolution (the "Arrangement Resolution") approving:
(i) the Combination Agreement dated as of May 14, 1997, as amended (the
"Combination Agreement") between National-0ilwell, Inc. and Dreco, and the
transactions contemplated thereby and (ii) an arrangement (the
"Arrangement") under section 186 of the Business Corporations Act (Alberta)
(the "ABCA"), all as more particularly described in the accompanying Joint
Management Information Circular and Proxy Statement/Prospectus (the "Joint
Proxy Statement/Prospectus"); and

2. To transact such further or other business as may properly come
before the Dreco Meeting or any adjournment or postponement thereof.

Specific details of the matters to be put before the Dreco Meeting are set
out in the Joint Proxy Statement/Prospectus, which forms part of this Notice.
The full text of the Arrangement Resolution is attached as Annex A to the Joint
Proxy Statement/Prospectus.

Pursuant to the Interim Order, a copy of which is attached as Annex C to
the Joint Proxy Statement/Prospectus, Shareholders and Optionholders have been
granted the right to dissent in respect of the Arrangement. If the Arrangement
becomes effective, a dissenting Shareholder or Optionholder will be entitled to
be paid the fair value of the Common Shares or Options held by such holder if
the Secretary of Dreco or the Chairman of the Dreco Meeting shall have received
from such dissenting holder at or before the Dreco Meeting a written objection
to the Arrangement Resolution and the dissenting holder shall have otherwise
complied with the provisions of section 184 of the ABCA. The dissent right is
described in the accompanying Joint Proxy Statement/Prospectus, and the full
text of section 184 of the ABCA is attached as Annex J to the Joint Proxy
Statement/Prospectus. ONLY REGISTERED SHAREHOLDERS OR OPTIONHOLDERS MAY DISSENT.
FAILURE TO STRICTLY COMPLY WITH THE REQUIREMENTS SET OUT IN SECTION 184 OF THE
ABCA MAY RESULT IN THE LOSS OF ANY RIGHT OF DISSENT.



Each Shareholder and Optionholder at the close of business on July 8, 1997
(the "Dreco Record Date") is entitled to notice of, and to attend and vote at,
the Dreco Meeting and any adjournment or postponement thereof, provided that to
the extent a person has transferred any Common Shares after the Dreco Record
Date and the transferee of such shares establishes that such transferee owns
such shares and demands not later than ten days before the Dreco Meeting to be
included in the 1list of shareholders eligible to vote at the Dreco Meeting, such
transferee will be entitled to vote such shares at the Dreco Meeting.

By Order of the Board of Directors,

Robert H. Gillard
Secretary

SHAREHOLDERS AND OPTIONHOLDERS ARE CORDIALLY INVITED TO ATTEND THE DRECO
MEETING. SHAREHOLDERS AND OPTIONHOLDERS ARE URGED TO COMPLETE, SIGN, DATE AND
RETURN THE ENCLOSED PROXY PROMPTLY IN THE ENVELOPE PROVIDED.

Pursuant to the Interim Order, a proxy, in order to be acted upon at the
Dreco Meeting (or any adjournment or postponement of the Dreco Meeting) must (i)
be received by Dreco at the registered office of Dreco (as set forth in the
Joint Proxy Statement/Prospectus) or by Montreal Trust Company of Canada at its
principal transfer office in Calgary, at Suite 600, 530-8th Avenue S.W.,
Calgary, Alberta, Canada T2P 3S8 not later than 11:00 a.m. (Calgary time) on the
second day preceding the Dreco Meeting (or any adjournment or postponement
thereof) or (ii) be deposited with the scrutineers for the attention of the
Chairman at the Dreco Meeting (or any adjournment or postponement thereof).



ACTION NO.

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

IN THE MATTER OF SECTION 186 OF THE BUSINESS CORPORATIONS ACT, S.A. 1981,
c. B-15, AS AMENDED (THE "ABCA") AND IN THE MATTER OF A PLAN OF ARRANGEMENT
AFFECTING AND INVOLVING DRECO ENERGY SERVICES LTD. AND THE HOLDERS (THE
"SHAREHOLDERS") OF ITS CLASS "A" COMMON SHARES (THE "COMMON SHARES"), THE
HOLDERS (THE "OPTIONHOLDERS") OF OPTIONS TO ACQUIRE THE COMMON SHARES (THE
"OPTIONS") AND THE HOLDERS OF SHAREHOLDER RIGHTS.

NOTICE OF PETITION

NOTICE IS HEREBY GIVEN that a petition (the "Petition") has been filed with
the Court of Queen's Bench of Alberta, Judicial District of Calgary (the
"Court"), by Dreco Energy Services Ltd. ("Dreco") with respect to the proposed
plan of arrangement (the "Arrangement") described above, involving Dreco, its
securityholders and National-Oilwell, Inc. ("National-Oilwell"), which
Arrangement is described in greater detail in the Joint Management Information
Circular and Proxy Statement/Prospectus of National-Oilwell and Dreco dated July

, 1997 accompanying this Notice of Petition.

AND NOTICE IS FURTHER GIVEN that the said Petition will be heard before the
presiding Chambers Justice at the Court House, 611-4th Street S.W., Calgary,
Alberta, Canada, on the day of August , 1997 at a.m. (Calgary time) or as
soon thereafter as counsel may be heard.

At the hearing of the Petition, Dreco intends to seek the following:

(1) a declaration that the terms and conditions of the Arrangement,
including (A) the issuance of Dreco Exchangeable Shares in exchange for
Common Shares and (B) the conversion of Dreco Options to options to acquire
National-0ilwell Common Stock, are fair to the persons affected;

(ii) an order approving the Arrangement pursuant to the provisions of
Section 186 of the ABCA;

(iii) a declaration that the Arrangement will, upon the filing of
Articles of Arrangement under the ABCA and the issuance of the Certificate
of Amendment under the ABCA, be effective under the ABCA in accordance with
its terms; and

(iv) such other further orders, declarations and directions as the
Court may deem just.

ANY SHAREHOLDER OR OPTIONHOLDER OF DRECO OR OTHER INTERESTED PARTY DESIRING
TO SUPPORT OR OPPOSE THE PETITION MAY APPEAR AT THE TIME OF HEARING IN PERSON OR
BY COUNSEL FOR THAT PURPOSE, PROVIDED SUCH SECURITYHOLDER OR OTHER INTERESTED
PARTY FILES WITH THE COURT AND SERVES UPON DRECO, ON OR BEFORE

, 1997, A NOTICE OF INTENTION TO APPEAR, TOGETHER WITH ANY EVIDENCE OR

MATERIALS WHICH ARE TO BE PRESENTED TO THE COURT, SETTING OUT SUCH
SECURITYHOLDER'S OR INTERESTED PARTY'S ADDRESS FOR SERVICE BY ORDINARY MAIL AND
INDICATING WHETHER SUCH SECURITYHOLDER OR INTERESTED PARTY INTENDS TO SUPPORT OR
OPPOSE THE PETITION OR MAKE SUBMISSIONS. SERVICE ON DRECO IS TO BE EFFECTED BY
DELIVERY TO THE SOLICITORS FOR DRECO AT THE ADDRESS SET FORTH BELOW.

AND NOTICE IS FURTHER GIVEN that, at the hearing and subject to the
foregoing, securityholders and any other interested persons will be entitled to
make representations as to, and the Court will be requested to consider, the
fairness of the Arrangement. If you do not attend, either in person or by
counsel, at that time, the Court may approve or refuse to approve the
Arrangement as presented, or may approve it subject to such terms and conditions
as the Court shall deem fit, without any further notice.



AND NOTICE IS FURTHER GIVEN that, if issued, the order of the Court
approving the Arrangement will constitute the basis for an exemption pursuant to
Section 3(a)(10) of the United States Securities Act of 1933, as amended (the
"Securities Act"), from certain requirements under the Securities Act with
respect to the Exchangeable Shares and options to acquire National-Oilwell
Common Stock.

AND NOTICE IS FURTHER GIVEN that the Court, by an Interim Order dated July
29, 1997, has given directions as to the calling and holding of the Special
Meeting of the securityholders of Dreco for the purpose of such securityholders'
voting upon the special resolution to approve the Arrangement and, in
particular, has directed that such securityholders shall have the right to
dissent under the provisions of Section 184 of the ABCA upon compliance with the
terms of the Interim Order.

AND NOTICE IS FURTHER GIVEN that a copy of the said Petition and other
documents in the proceedings will be furnished to any securityholder of Dreco or
other interested party requesting the same by the undermentioned solicitors for
Dreco upon written request delivered to such solicitors as follows:

Blake, Cassels & Graydon
3500 Bankers Hall East
855 - 2nd Street S.W.
Calgary, Alberta, Canada
T2P 478

Attention: Patrick C. Finnerty

DATED at the City of Edmonton, in the Province of Alberta, this day of
July, 1997.

DRECO ENERGY SERVICES LTD.

ROBERT L. PHILLIPS
President and Chief Executive Officer
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NATIONAL-OILWELL, INC.
PROXY STATEMENT/PROSPECTUS
UP TO 10,953,922 SHARES OF COMMON STOCK

DRECO ENERGY SERVICES LTD.
MANAGEMENT INFORMATION CIRCULAR AND PROXY STATEMENT

This Joint Proxy Statement/Prospectus relates to the proposed combination
of National-Oilwell, Inc., a Delaware corporation, and Dreco Energy Services
Ltd., an Alberta corporation, pursuant to the Combination Agreement dated as of
May 14, 1997, as amended, by and between National-Oilwell and Dreco. National-
0ilwell Stockholders and Dreco Shareholders and Dreco Optionholders are being
asked to approve the Combination Agreement and the transactions contemplated
thereby and certain other matters, all as more particularly described herein.
Pursuant to the Combination Agreement, Dreco will become a subsidiary of
National-0ilwell, holders of Dreco Common Shares will receive 1.2 Exchangeable
Shares in exchange for each of their Dreco Common Shares and Dreco Options will
be converted into options to acquire shares of National-Oilwell Common Stock on
a 1.2 to 1 basis. Exchangeable Shares are exchangeable into National-Oilwell
Common Stock on a one-for-one basis. The 1.2 to 1 Exchange Ratio, however, may
be reduced or increased based on the average closing price of a share of
National-0ilwell Common Stock during the 20 consecutive trading days ending on
the fifth trading day prior to the Effective Time (from time to time referred to
herein as the "Pre-Closing Average Price").

If the Pre-Closing Average Price of a share of National-Oilwell Common
Stock is less than $36.00, then the Exchange Ratio will be increased to equal
1.2 multiplied by a fraction, the numerator of which is $36.00 and the
denominator of which is the higher of (A) $33.00 or (B) the Pre-Closing Average
Price. If the Pre-Closing Average Price of National-0ilwell Common Stock is less
than $33.00, Dreco will have the right to terminate the Combination Agreement if
National-Oilwell (after Dreco shall have exercised the right to request
National-Oilwell to do so) elects not to adjust the Exchange Ratio based on such
lesser value (See "The Transaction -- The Combination
Agreement -- Termination"). Similarly, if the Pre-Closing Average Price of
National-0ilwell Common Stock is greater than $47.25, then the Exchange Ratio
will be reduced to equal 1.2 multiplied by a fraction, the numerator of which is
$47.25 and the denominator of which is the Pre-Closing Average Price.

For Pre-Closing Average prices between $33.00 and $36.00 per share, the
Exchange Ratio will be adjusted to provide value equivalent to $43.20 (and no
less) of National-0ilwell Common Stock. If the Pre-Closing Average Price is
greater than $47.25 per share, the Exchange Ratio will be adjusted to provide
value equivalent to $56.70 (and no more) of National-Oilwell Common Stock.
Consequently, the maximum aggregate dollar amount of National-0Oilwell Common
Stock Dreco Shareholders may receive (without accounting for fractional shares
or the exercise of dissent rights) is $443,554,007, while there is no minimum
number of shares of National-0ilwell Common Stock that Dreco Shareholders may
receive. In addition, if (i) such Pre-Closing Average Price is less than $33.00
per share, (ii) National-0Oilwell elects not to adjust the Exchange Ratio after
Dreco shall have exercised its right to request National-Oilwell to do so, and
(iii) Dreco elects not to terminate the Combination Agreement in such
circumstance, Dreco shareholders will receive National-0ilwell Common Stock with
a value equivalent to less than $43.20 in accordance with the formula described
above. If National-0Oilwell elects to adjust the Exchange Ratio in such
circumstance, the number of shares issued would increase (without any maximum
limit) as the Pre-Closing Average Price decreases.

on July 25, 1997, the closing price of National-Oilwell Common Stock was
$61.6875 per share. Assuming that the Pre-Closing Average Price equals $61.6875,
the Exchange Ratio would be .9191. Based thereon, each share of Dreco Common
Shares would become exchangeable for Exchangeable Shares having a value
equivalent to $56.70 of National-Oilwell Common Stock (without accounting for
fractional shares or the exercise of dissent rights). The actual value of the
consideration to be received by, and the number of shares to be issued to,
holders of Dreco Common Shares depends on the Pre-Closing Average Price and, as
a
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result, may differ from the foregoing example. Based on $56.70 per share, the
number of Exchangeable Shares to be issued would be 7,189,956 and would have an
aggregate value of $443,554,007 of National-Oilwell Common Stock.

The following chart illustrates the application of the Exchange Ratio to
various Pre-Closing Average Prices of National-0ilwell Common Stock without
regard to fractional shares. There can be no assurances that National-Oilwell
Common Stock will trade at any of the below assumed prices. See "The

Transaction -- Procedures for Exchange by Dreco Shareholders and Dreco
Optionholders -- Dreco Shareholders."
NUMBER OF PRE-CLOSING AVERAGE NUMBER OF DRECO U.S. DOLLAR
DRECO PRICE OF EXCHANGEABLE EQUIVALENT VALUE
COMMON NATIONAL-OILWELL SHARES THAT WOULD OF A DRECO
SHARES HELD COMMON STOCK EXCHANGE RATIO BE ISSUED COMMON SHARE(1)
100 $32 1.3091 (without Exchange 131 $41.89
Ratio Adjustment)
100 $32 1.3500 (with Exchange 135 $43.20
Ratio Adjustment)(2)
100 $34 1.2706 127 $43.20
100 $40 1.2000 120 $48.00
100 $62 9145 91 $56.70

(1) Assumes that the value of an Exchangeable Share is equivalent to the value
of a share of National-Oilwell Common Stock into which it is exchangeable.
No assurances can be made regarding the trading value of an Exchangeable
Share and whether it will in fact be equivalent to the trading value of a
share of National-0ilwell Common Stock.

(2) Assumes that National-Oilwell agrees to adjust the Exchange Ratio to reflect
the trading price of National-0ilwell Common Stock below $33. In such a
case, the denominator, as discussed above, would be the Pre-Closing Average
Price rather than $33. No assurances can be made that National-Oilwell would

agree to adjust the Exchange Ratio. See "Summary -- The
Transaction -- Termination Rights With Respect to Certain Exchange Ratio
Adjustments."

This Joint Proxy Statement/Prospectus is being furnished to holders of
common stock, par value $.01 per share, of National-0Oilwell, in connection with
the solicitation of proxies by the board of directors of National-0ilwell for
use at the National-0Oilwell Meeting to be held at 9:00 a.m. (Houston time) on
August 28, 1997 at the Ritz-Carlton Hotel, 1919 Briar Oaks, Houston, Texas, and
any adjournment or postponement thereof.

This Joint Proxy Statement/Prospectus is also being furnished to holders of
Class "A" common shares, without par value, and options to purchase Class "A"
common shares of Dreco in connection with the solicitation of proxies by the
board of directors of Dreco for use at the Dreco Meeting to be held at 9:00 a.m.
(Houston time) on August 28, 1997, at the Ritz-Carlton Hotel, 1919 Briar Oaks,
Houston, Texas, and any adjournment or postponement thereof.

This Joint Proxy Statement/Prospectus and the accompanying forms of proxy
are first being mailed to National-0ilwell Stockholders and Dreco Shareholders
and Dreco Optionholders on or about July , 1997.

All information in this Joint Proxy Statement/Prospectus relating to
National-0ilwell has been supplied by National-Oilwell and all information
relating to Dreco has been supplied by Dreco. Certain capitalized terms used in
this Joint Proxy Statement/Prospectus without definition have the meanings
ascribed thereto in the Glossary of Terms.
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SEE "RISK FACTORS" BEGINNING ON PAGE 10 FOR CERTAIN CONSIDERATIONS RELEVANT
TO APPROVAL OF THE PROPOSALS AND AN INVESTMENT IN THE SECURITIES REFERRED TO
HEREIN.

NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATION NOT CONTAINED IN THIS JOINT PROXY STATEMENT/PROSPECTUS AND, IF
GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION SHOULD NOT BE RELIED UPON AS
HAVING BEEN AUTHORIZED. THIS JOINT PROXY STATEMENT/PROSPECTUS DOES NOT
CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO PURCHASE, ANY
SECURITIES, OR THE SOLICITATION OF A PROXY, BY ANY PERSON IN ANY JURISDICTION IN
WHICH SUCH AN OFFER OR SOLICITATION IS NOT AUTHORIZED OR IN WHICH THE PERSON
MAKING SUCH OFFER OR SOLICITATION IS NOT QUALIFIED TO DO SO OR TO ANY PERSON TO
WHOM IT IS UNLAWFUL TO MAKE SUCH AN OFFER OR SOLICITATION OF AN OFFER OR PROXY
SOLICITATION. NEITHER DELIVERY OF THIS JOINT PROXY STATEMENT/PROSPECTUS NOR ANY
DISTRIBUTION OF THE SECURITIES REFERRED TO IN THIS JOINT PROXY
STATEMENT/PROSPECTUS SHALL, UNDER ANY CIRCUMSTANCES, CREATE AN IMPLICATION THAT
THERE HAS BEEN NO CHANGE IN THE INFORMATION SET FORTH THEREIN SINCE THE DATE OF
THIS JOINT PROXY STATEMENT/PROSPECTUS.

NATIONAL-OILWELL IS A CORPORATION ORGANIZED UNDER THE LAWS OF THE STATE OF
DELAWARE, UNITED STATES. ALL OF THE DIRECTORS AND EXECUTIVE OFFICERS OF
NATIONAL-OILWELL PRIOR TO THE TRANSACTION ARE, AND CERTAIN OF SUCH DIRECTORS AND
EXECUTIVE OFFICERS UPON CONSUMMATION OF THE TRANSACTION WILL BE, RESIDENTS OF
THE UNITED STATES, AND CERTAIN OF THE EXPERTS NAMED HEREIN ARE RESIDENTS OF THE
UNITED STATES. SUBSTANTIAL PORTIONS OF THE ASSETS OF NATIONAL-OILWELL AND SUCH
INDIVIDUALS AND EXPERTS ARE LOCATED OUTSIDE OF CANADA. AS A RESULT, IT MAY BE
DIFFICULT OR IMPOSSIBLE FOR PERSONS WHO BECOME SECURITYHOLDERS OF
NATIONAL-OILWELL TO EFFECT SERVICE OF PROCESS UPON SUCH PERSONS WITHIN CANADA
WITH RESPECT TO MATTERS ARISING UNDER CANADIAN SECURITIES LAWS OR TO ENFORCE
AGAINST THEM IN CANADIAN COURTS JUDGMENTS OF SUCH COURTS PREDICATED UPON THE
CIVIL LIABILITY PROVISIONS OF CANADIAN SECURITIES LAWS. DRECO SHAREHOLDERS AND
DRECO OPTIONHOLDERS SHOULD BE AWARE THAT THERE IS SOME DOUBT AS TO THE
ENFORCEABILITY IN THE UNITED STATES IN ORIGINAL ACTIONS, OR IN ACTIONS FOR
ENFORCEMENTS OF JUDGMENTS OF CANADIAN COURTS, OF CIVIL LIABILITIES PREDICATED
UPON THE CANADIAN SECURITIES LAWS. IN ADDITION, AWARDS OF PUNITIVE DAMAGES IN
ACTIONS BROUGHT IN CANADA OR ELSEWHERE MAY BE UNENFORCEABLE IN THE UNITED
STATES.
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AVAILABLE INFORMATION

National-0Oilwell and Dreco are subject to the informational requirements of
the Exchange Act, and, in accordance therewith, file reports, proxy statements
and other information with the SEC. Such reports, proxy statements and other
information filed by National-Oilwell and Dreco with the SEC can be inspected at
the Public Reference Section of the SEC at Room 1024, Judiciary Plaza, 450 Fifth
Street, N.W., Washington, D.C. 20549, and the regional offices of the SEC at
Northwestern Atrium Center, 500 West Madison Street, Suite 1400, Chicago,
Illinois 60661, and Seven World Trade Center, New York, New York 10048. Copies
of such material may be obtained from the Public Reference Section of the SEC at
Room 1024, Judiciary Plaza, 450 Fifth Street, N.W., Washington, DC 20549, at
prescribed rates. National-0Oilwell Common Stock is listed on the New York Stock
Exchange and reports, proxy statements and other information regarding National-
0ilwell can be inspected at the offices of the New York Stock Exchange, 22 Broad
Street, New York, New York 10006. Dreco Common Shares are listed on the Nasdaq
and reports, proxy statements and other information concerning Dreco can be
inspected at the office of the National Association of Securities Dealers, Inc.,
1735 K Street, N.W., Washington, D.C. 20006. The SEC maintains a web site that
contains all information filed electronically. The address of the SEC's web site
is http://www.SEC.gov.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
UNITED STATES

The following documents heretofore filed by Dreco with the SEC are
incorporated by reference herein:

(1) Annual Report on Form 10-K for the year ended August 31, 1996;

(ii) Quarterly Report on Form 10-Q for the quarter ended November 30,
1996;

(iii) Quarterly Report on Form 10-Q for the quarter ended February 28,
1997;

(iv) Quarterly Report on Form 10-Q for the quarter ended May 31, 1997;
(v) Current Report on Form 8-K dated November 18, 1996;

(vi) Current Report on Form 8-K dated November 26, 1996;

(vii) Current Report on Form 8-K dated December 20, 1996;

(viii) Current Report on Form 8-K dated May 23, 1997; and

(ix) Current Report on Form 8-K/A dated November 18, 1996.

All documents filed by Dreco with the SEC pursuant to Section 13(a), 13(c),
14 or 15(d) of the Exchange Act after the date of this Joint Proxy
Statement/Prospectus and before the date of the Dreco Meeting, respectively,
shall be deemed to be incorporated by reference in this Joint Proxy
Statement/Prospectus and to be a part hereof from the date of filing of such
documents. Any statement contained in this Joint Proxy Statement/Prospectus or
in a document incorporated or deemed to be incorporated by reference in this
Joint Proxy Statement/Prospectus shall be deemed to be modified or superseded
for purposes of this Joint Proxy Statement/Prospectus to the extent that a
statement contained in this Joint Proxy Statement/Prospectus or in any other
subsequently filed document that also is or is deemed to be incorporated by
reference herein modifies or supersedes such statement. Any such statement so
modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this Joint Proxy Statement/Prospectus.

DRECO UNDERTAKES TO PROVIDE WITHOUT CHARGE TO EACH PERSON TO WHOM A COPY OF
THIS JOINT PROXY STATEMENT/PROSPECTUS HAS BEEN DELIVERED, UPON THE WRITTEN OR
ORAL REQUEST OF ANY SUCH PERSON, A COPY OF ANY OR ALL OF THE DOCUMENTS
INCORPORATED BY REFERENCE HEREIN, OTHER THAN THE EXHIBITS TO SUCH DOCUMENTS,
UNLESS SUCH EXHIBITS ARE SPECIFICALLY INCORPORATED BY REFERENCE INTO THE
INFORMATION THAT THIS JOINT PROXY STATEMENT/PROSPECTUS INCORPORATES. WRITTEN OR
ORAL REQUESTS FOR SUCH COPIES SHOULD BE DIRECTED TO DRECO, TO THE ATTENTION OF
ROBERT H. GILLARD, SECRETARY, DRECO ENERGY SERVICES LTD., #1340 WEBER CENTRE,
5555
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CALGARY TRAIL SOUTH, EDMONTON, ALBERTA T6H 5P9, TELEPHONE NUMBER (403) 944-3912.
IN ORDER TO ENSURE TIMELY DELIVERY OF THE DOCUMENTS, ANY REQUEST SHOULD BE MADE
BY AUGUST 11, 1997.

CANADA

The following documents, filed with the securities commissions or other
regulatory authorities in certain provinces of Canada, are specifically
incorporated by reference in and form an integral part of this Joint Proxy
Statement/Prospectus:

(1) the Form 10-K of Dreco dated November 15, 1996 filed as an alternative
renewal annual information form and the management's discussion and
analysis of financial condition and results of operations for the year
ended August 31, 1996 contained therein;

(ii) the consolidated comparative financial statements of Dreco for the
year ended August 31, 1996 together with the report of the auditors
thereon, which statements are included in the Form 10-K of Dreco
dated November 15, 1996;

(iii) the consolidated comparative financial statements of Dreco for the
three months ended November 30, 1996, the six months ended February
28, 1997 and the nine months ended May 31, 1997, which statements
are included in the Forms 10-Q of Dreco for the quarters ended
November 30, 1996, February 28, 1997 and May 31, 1997, respectively;

(iv) the Forms 8-K of Dreco dated November 18, 1996, November 26, 1996,
December 20, 1996 and May 23, 1997 and the Form 8-K/A of Dreco dated
November 18, 1996, all filed as material change reports; and

(v) the proxy statement of Dreco dated December 9, 1996 for the meeting of
the holders of Dreco Common Shares held on January 14, 1997.

Any material change reports (excluding confidential reports), interim
financial statements and information circulars filed by Dreco with the
securities commissions or similar authorities in certain provinces of Canada
after the date of this Joint Proxy Statement/Prospectus and prior to the Dreco
Meeting shall be deemed to be incorporated by reference into this Joint Proxy
Statement/Prospectus.

Any statement contained in a document incorporated or deemed to be
incorporated by reference herein shall be deemed to be modified or superseded
for the purposes of this Joint Proxy Statement/Prospectus to the extent that a
statement contained herein or in any subsequently filed document which also is
or is deemed to be incorporated by reference herein modifies or supersedes such
statement. Any statement as so modified or superseded shall not be deemed,
except as so modified or superseded, to constitute a part of this Joint Proxy
Statement/Prospectus.

DRECO UNDERTAKES TO PROVIDE WITHOUT CHARGE TO EACH PERSON TO WHOM A COPY OF
THIS JOINT PROXY STATEMENT/PROSPECTUS HAS BEEN DELIVERED, UPON THE WRITTEN OR
ORAL REQUEST OF ANY SUCH PERSON, A COPY OF ANY OR ALL OF THE DOCUMENTS
INCORPORATED BY REFERENCE HEREIN, OTHER THAN THE EXHIBITS TO SUCH DOCUMENTS,
UNLESS SUCH EXHIBITS ARE SPECIFICALLY INCORPORATED BY REFERENCE INTO THE
INFORMATION THAT THIS JOINT PROXY STATEMENT/PROSPECTUS INCORPORATES. WRITTEN OR
ORAL REQUESTS FOR SUCH COPIES SHOULD BE DIRECTED TO DRECO, TO THE ATTENTION OF
ROBERT H. GILLARD, SECRETARY, DRECO ENERGY SERVICES LTD., #1340 WEBER CENTRE,
5555 CALGARY TRAIL SOUTH, EDMONTON, ALBERTA T6H 5P9, TELEPHONE NUMBER (403)
944-3912. IN ORDER TO ENSURE TIMELY DELIVERY OF THE DOCUMENTS, ANY REQUEST
SHOULD BE MADE BY AUGUST 11, 1997.
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GLOSSARY OF TERMS

Unless the context otherwise requires, the following terms shall have the
meanings set forth below when used in this Joint Proxy Statement/Prospectus.
These defined terms are not used in the financial statements attached hereto or
incorporated by reference herein.

"ABCA" means the Business Corporations Act (Alberta), as amended.

"Arrangement" means the proposed arrangement of Dreco under section 186 of
the ABCA pursuant to the Plan of Arrangement.

"Arrangement Resolution" means the special resolution of Dreco Shareholders
and Dreco Optionholders approving the Combination Agreement and the Arrangement
in the form set out in Annex A to this Joint Proxy Statement/Prospectus.

"Automatic Exchange Rights" means the rights granted to the Trustee for the
benefit of the holders of the Exchangeable Shares pursuant to the Voting and
Exchange Trust Agreement to automatically exchange with National-0ilwell the
Exchangeable Shares for shares of National-0Oilwell Common Stock upon a
National-0Oilwell Liquidation Event.

"Automatic Redemption Date" means the fifth anniversary of the Effective
Date of the Arrangement or such earlier or later time as described in "The
Companies After the Transaction -- Dreco Share Capital -- Automatic Redemption
of Exchangeable Shares."

"Call Rights" means the Liquidation Call Right, the Redemption Call Right
and the Retraction Call Right, collectively.

"Canadian dollars" or "Cdn.$" means Canadian dollars.

"Canadian GAAP" means generally accepted accounting principles in Canada.

"Canadian Tax Act" means the Income Tax Act (Canada).

"Class A Preferred Share" means the Class A Preferred Share of Dreco.

"Closing" means the execution and delivery of the documents required to
effectuate the transactions contemplated by the Combination Agreement and the

closing of the transactions contemplated by the Combination Agreement.

"Closing Date" means August 29, 1997, or such other date as may be
determined by National-Oilwell and Dreco.

"Combination Agreement" means the Combination Agreement by and between
National-0Oilwell and Dreco dated as of May 14, 1997, as amended, a copy of which
is attached hereto as Annex B.

"Court" means the Court of Queen's Bench of Alberta.

"Credit Suisse First Boston" means Credit Suisse First Boston Corporation,
exclusive financial advisor to Dreco in connection with the Transaction.

"DGCL" means the Delaware General Corporation Law, as amended.

"Dividend Amount" means the amount of any dividends declared and unpaid and
undeclared but payable on the Exchangeable Shares.

"Dreco" means Dreco Energy Services Ltd., an Alberta corporation.
"Dreco Affiliate" means each affiliate (as such term is defined for
purposes of the pooling rules and pursuant to Rule 145 under the Securities Act)

of Dreco.

"Dreco Affiliates' Agreements" means the affiliates' agreements executed by
each Dreco Affiliate and agreed to and accepted by National-0ilwell and Dreco.

iv
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"Dreco Articles" means the Dreco articles of amalgamation as proposed to be
amended in connection with the Arrangement.

"Dreco Bylaws" means Dreco's bylaws, as amended from time to time.

"Dreco Common Shares" means the Class "A" common shares, without par value,
of Dreco.

"Dreco Insolvency Event" means the institution by Dreco of any proceeding
to be adjudicated as bankrupt or insolvent or to be dissolved or wound-up, or
Dreco's consent to the institution of bankruptcy, insolvency, dissolution or
winding-up proceedings against it, or the filing of a petition, answer or
consent seeking dissolution or winding-up under any bankruptcy, insolvency or
analogous laws, including without limitation the Companies Creditors'
Arrangement Act (Canada) and the Bankruptcy and Insolvency Act (Canada), and the
failure by Dreco to contest in good faith any such proceedings commenced in
respect of Dreco within 15 days of becoming aware thereof, or Dreco's consent to
the filing of any such petition or to the appointment of a receiver, or the
making by Dreco of a general assignment for the benefit of creditors, or the
admission in writing by Dreco of its inability to pay its debts generally as
they become due, or Dreco's not being permitted, pursuant to liquidity or
solvency requirements of applicable law, to redeem any Exchangeable Shares
pursuant to a Retraction Request.

"Dreco Letter of Transmittal" means the letter delivered to Dreco
Shareholders with this Joint Proxy Statement/Prospectus, which when duly
completed and returned with a certificate for Dreco Common Shares prior to the
tenth anniversary of the Effective Date, will enable such Dreco Shareholder to
exchange such certificate for Exchangeable Shares or, if elected, for
National-Oilwell Common Stock pursuant to an election under the Exchange Put
Right.

"Dreco Meeting" means the special meeting of Dreco Shareholders and Dreco
Optionholders to be held with respect to, among other things, the approval by
Dreco Shareholders and Dreco Optionholders of the Arrangement.

"Dreco Option Plan" means the Dreco Amended and Restated 1989 Employee
Incentive Stock Option Plan.

"Dreco Optionholders" means the holders of Dreco Options.

"Dreco Options" means all outstanding options to purchase Dreco Common
Shares, including all such options granted under the Dreco Option Plan and
pursuant to certain option agreements between Dreco and its outside directors.

"Dreco Record Date" means July 8, 1997.
"Dreco Shareholders" means the holders of Dreco Common Shares.

"Effective Date" means the date shown on the certificate of arrangement
issued by the Registrar under the ABCA giving effect to the Arrangement.

"Effective Time" means 12:01 a.m. (Calgary time) on the Effective Date.

"Exchange Act" means the United States Securities Exchange Act of 1934, as
amended, and the rules and regulations promulgated thereunder.

"Exchange Put Right" means the right granted to the Trustee for the benefit
of holders of the Exchangeable Shares pursuant to the Voting and Exchange Trust
Agreement to require National-0Oilwell to purchase all or any part of the
Exchangeable Shares of the holders at any time and to issue in exchange therefor
shares of National-Oilwell Common Stock, plus the Dividend Amount, if any.

"Exchange Ratio" means, subject to the Exchange Ratio Adjustment, 1.2:1,
such that each Dreco Common Share is exchanged for 1.2 Exchangeable Shares.

"Exchange Ratio Adjustment" means the adjustment to be made to the Exchange
Ratio as follows: if the average of the per share closing price on the NYSE of
shares of National-0ilwell Common Stock during the 20 consecutive trading days
ending on the fifth trading day prior to the Effective Time (the "Pre-Closing

\
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Average Price") shall be less than $36.00 per share, the Exchange Ratio shall be
adjusted to equal 1.2 multiplied by a fraction, the numerator of which is $36.00
and the denominator of which is the higher of (A) $33.00 and (B) the Pre-Closing
Average Price. If the Pre-Closing Average Price shall be greater than $47.25 per
share, the Exchange Ratio shall be adjusted to equal 1.2 multiplied by a
fraction, the numerator of which is $47.25 and the denominator of which is the
Pre-Closing Average Price. If the Pre-Closing Average Price is less than $33.00
per share, Dreco may request that National-Oilwell adjust the Exchange Ratio to
equal 1.2 multiplied by a fraction, the numerator of which is $36.00 and the
denominator of which is the Pre-Closing Average Price. If National-Oilwell
elects not to so adjust the Exchange Ratio, Dreco will have certain rights to
terminate the Combination Agreement.

"Exchange Rights" means the Exchange Put Right, Automatic Exchange Rights
and the Optional Exchange Right.

"Exchangeable Share Provisions" means the rights, privileges, restrictions
and conditions attaching to the Exchangeable Shares, which provisions are
incorporated in the Plan of Arrangement.

"Exchangeable Shares" means the exchangeable shares of Dreco having the
rights, privileges, restrictions and conditions set forth in the Exchangeable
Share Provisions.

"Final Order" means the final order of the Court approving the Arrangement.

"FTC" means the United States Federal Trade Commission and all successors
thereto.

"HSR Act" means the United States Hart-Scott-Rodino Antitrust Improvements
Act of 1976, as amended.

"Interim Order" means the interim order of the Court dated July 29, 1997, a
copy of which is attached hereto as Annex C.

"Joint Proxy Statement" or "Joint Proxy Statement/Prospectus" means this
Joint Management Information Circular and Proxy Statement/Prospectus relating to
the Dreco Meeting and the National-0Oilwell Meeting.

"Liquidation Call Right" means the right of National-0Oilwell, in the event
of a proposed liquidation, dissolution or winding-up of Dreco, to purchase all
of the outstanding Exchangeable Shares from the holders thereof on the effective
date of any such liquidation, dissolution or winding-up in exchange for shares
of National-0Oilwell Common Stock, plus the Dividend Amount, if any, pursuant to
the Plan of Arrangement.

"Merrill Lynch" means either Merrill Lynch & Co., financial advisor to
National-Oilwell, or Merrill Lynch, Pierce, Fenner & Smith Incorporated, the
provider of the Merrill Lynch opinion, as the context requires.

"Nasdaq" means the National Market segment of The Nasdaq Stock Market.
"National-0ilwell" means National-0Oilwell, Inc., a Delaware corporation.

"National-0Oilwell Affiliate" means each affiliate (as such term is defined
for purposes of the pooling rules and Rule 145 under the Securities Act) of
National-Oilwell.

"National-0Oilwell Affiliates' Agreements" means the affiliates' agreements
executed by each National-Oilwell Affiliate and agreed to and accepted by
National-Oilwell and Dreco.

"National-0ilwell Amended and Restated Certificate" means the
National-0Oilwell Amended and Restated Certificate of Incorporation as proposed
to be amended and restated in connection with the Combination Agreement and
Recapitalization Plan, a copy of which is attached hereto as Annex D.

"National-0Oilwell Common Stock" means the common stock, par value $.01 per
share, of National-Oilwell.

"National-0Oilwell Liquidation Event" means (i) any determination by
National-Oilwell's board of directors to institute voluntary liquidation,
dissolution, or winding-up proceedings with respect to National-

vi
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0ilwell or to effect any other distribution of assets of National-Oilwell among
its stockholders for the purpose of winding up its affairs; or (ii) the earlier
of (A) receipt by National-0Oilwell of notice of, and (B) National-0Oilwell's
becoming aware of any threatened or instituted claim, suit or proceeding with
respect to the involuntary liquidation, dissolution or winding-up of
National-Oilwell or to effect any other distribution of assets of
National-Oilwell among its stockholders for the purpose of winding-up its
affairs.

"National-0Oilwell Meeting" means the special meeting of stockholders of
National-Oilwell to be held with respect to, among other things, approval by the
National-Oilwell Stockholders of the Combination Agreement and the transactions
contemplated thereby, and the Recapitalization Plan.

"National-0Oilwell Record Date" means July 8, 1997.

"National-0Oilwell Stockholders" means the holders of National-0ilwell
Common Stock.

"NYSE" means the New York Stock Exchange.

"Optional Exchange Right" means the right granted to the Trustee for the
use and benefit of the holders of the Exchangeable Shares pursuant to the Voting
and Exchange Trust Agreement to require National-Oilwell to exchange
Exchangeable Shares for shares of National-Oilwell Common Stock, plus the
Dividend Amount, if any, upon the occurrence of a Dreco Insolvency Event.

"Plan of Arrangement" means the plan of arrangement proposed under section
186 of the ABCA substantially in the form attached hereto as Annex E, as
amended, modified or supplemented from time to time in accordance with its
terms.

"Pre-Closing Average Price" means the price defined under "Exchange Ratio
Adjustment" above.

"Recapitalization Plan" means National-0Oilwell's recapitalization plan
pursuant to which the National-Oilwell Amended and Restated Certificate of
Incorporation will be amended and restated to increase the number of shares of
authorized Common Stock from 40,000,000 to 75,000,000 and to designate a class
of Special Voting Stock consisting of the Voting Share.

"Redemption Call Right" means the right of National-Oilwell to purchase all
of the outstanding Exchangeable Shares from the holders thereof on the date
fixed for redemption thereof in exchange for shares of National-0ilwell Common
Stock, plus the Dividend Amount, if any, pursuant to the Plan of Arrangement.

"Retraction Call Right" means the overriding right of National-0Oilwell, in
the event of a proposed retraction of Exchangeable Shares by a holder thereof,
to purchase from such holder on the Retraction Date the Exchangeable Shares
tendered for redemption in exchange for shares of National-0ilwell Common Stock,
plus the Dividend Amount, if any, pursuant to the Plan of Arrangement.

"Retraction Date" means a date, determined by a holder of Exchangeable
Shares, on which such holder can effect a retraction of such Exchangeable Shares
as further set out in the Exchangeable Share Provisions and described in "The
Transaction -- Transaction Mechanics and Description of Exchangeable Shares --
Exchange and Redemption Rights."

"Retraction Request" means a duly executed statement prepared by a holder
of Exchangeable Shares in the form of Schedule "A" to the Exchangeable Share
Provisions, or in such other form as may be acceptable to Dreco.

"SEC" means the United States Securities and Exchange Commission.

"Securities Act" means the United States Securities Act of 1933, as
amended, and the rules and regulations promulgated thereunder.

"Support Agreement" means the support agreement to be entered into as of
the Effective Date between National-Oilwell and Dreco, substantially in the form
of Annex F hereto.

"Transaction" means the transactions contemplated by the Combination
Agreement and by the Plan of Arrangement, whereby, among other things,
National-0ilwell would become the sole shareholder of the Dreco Common Share
outstanding after giving effect to the Arrangement.
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"Trustee" means Montreal Trust Company of Canada, or any successor thereto,
in any of its capacities as Trustee under the Voting and Exchange Trust
Agreement, transfer agent for the Exchangeable Shares and Canadian co-registrar
for National-Oilwell Common Stock.

"TSE" means The Toronto Stock Exchange.

"U.S. Code" means the United States Internal Revenue Code of 1986, as
amended.

"U.S. dollars" or "$" means United States dollars.

"U.S. GAAP" means generally accepted accounting principles in the United
States.

"Voting and Exchange Trust Agreement" means the voting and exchange trust
agreement to be entered into as of the Effective Date among National-0ilwell,
Dreco and the Trustee, substantially in the form of Annex G hereto.

"Voting Rights" means the rights of the holders of Exchangeable Shares to
direct the voting of the Voting Share in accordance with the Voting and Exchange
Trust Agreement.

"Voting Share" means the one share of National-Oilwell Special Voting
Stock, par value $.01 per share, to be issued by National-0Oilwell and deposited
with the Trustee pursuant to the Voting and Exchange Trust Agreement.
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SUMMARY

The following is a summary of certain information contained elsewhere in
this Joint Proxy Statement/ Prospectus. The information contained in this
summary is qualified in its entirety by and should be read in conjunction with
the more detailed information contained in this Joint Proxy Statement/Prospectus
and the documents incorporated herein by reference. Unless otherwise indicated,
capitalized terms used in this summary are defined in the Glossary of Terms or
elsewhere in this Joint Proxy Statement/Prospectus.

THE COMPANIES
National-0ilwell

National-0Oilwell is a worldwide leader in the design, manufacture and sale
of machinery and equipment and in the distribution of maintenance, repair and
operating products used in oil and gas drilling and production.
National-Oilwell's principal executive offices are located at 5555 San Felipe,
Houston, Texas 77056, and its telephone number is (713) 960-5100. See "Business
of National-Oilwell."

Dreco

Dreco is a worldwide leader in the design and manufacture of oilfield
equipment for the petroleum exploration and production industry. Dreco's
principal executive offices are located at #1340 Weber Centre, 5555 Calgary
Trail South, Edmonton, Alberta, Canada T6H 5P9 and its telephone number is (403)
944-3900. See "Business of Dreco."

THE MEETINGS
DATE, TIME AND PLACE

National-Oilwell. The National-Oilwell Meeting will be held on August 28,
1997, at the Ritz-Carlton Hotel, 1919 Briar Oaks, Houston, Texas at 9:00 a.m.
(Houston time).

Dreco. The Dreco Meeting will be held on August 28, 1997, at the
Ritz-Carlton Hotel, 1919 Briar Oaks, Houston, Texas at 9:00 a.m. (Houston time).

PURPOSES OF THE MEETINGS

National-0ilwell. The purpose of the National-Oilwell Meeting is to
consider and act upon (i) a proposal to approve the Combination Agreement and
the transactions contemplated thereby, (ii) a proposal to approve the
Recapitalization Plan and (iii) such other business as may be properly presented
to the meeting.

Dreco. The purpose of the Dreco Meeting is to consider and act upon the
Arrangement Resolution and such other business as may be properly presented to
the meeting.

RECORD DATES; HOLDERS ENTITLED TO VOTE

National-Oilwell. Only holders of record of shares of National-0Oilwell
Common Stock at the close of business on July 8, 1997 are entitled to notice of
and to vote at the National-Oilwell Meeting. On such date, there were 18,161,175
shares of National-0ilwell Common Stock outstanding, each of which is entitled
to one vote on each matter to be acted upon at the National-Oilwell Meeting.

Dreco. Only holders of record of Dreco Common Shares and Dreco Options at
the close of business on July 8, 1997, are entitled to notice of and to vote at
the Dreco Meeting, provided that to the extent a person has transferred any
Dreco Common Shares after such record date and the transferee of such shares
establishes that such transferee owns such shares and demands not later than ten
days before the Dreco Meeting to be included in the list of Dreco Shareholders
eligible to vote at the Dreco Meeting, such transferee will be entitled to vote
such shares at the Dreco Meeting. On such date, there were outstanding and
entitled to vote

1
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7,822,822 Dreco Common Shares and there were 538,950 Dreco Common Shares subject
to outstanding Dreco Options.

QUORUM; VOTE REQUIRED

National-Oilwell. The presence, in person or by proxy, at the
National-Oilwell Meeting of the holders of a majority of the shares of
National-0ilwell Common Stock outstanding and entitled to vote at the
National-0ilwell Meeting is necessary to constitute a quorum at the meeting. The
affirmative vote of a majority of votes cast on the proposal is required to
approve the Combination Agreement and the transactions contemplated thereby,
provided that the total votes cast on the proposal represent over 50% of the
outstanding shares of National-Oilwell Common Stock entitled to vote on the
proposal. Approval and adoption of the Recapitalization Plan requires the
affirmative vote of the holders of a majority of the shares of National-Oilwell
Common Stock outstanding and entitled to vote at the meeting.

Stockholders owning 51.14% of the National-Oilwell Common Stock as of July
8, 1997 have agreed to vote all voting securities of National-0ilwell over which
they have voting authority in favor of the approval of the Combination Agreement
and the transactions contemplated thereby and the Recapitalization Plan. See
"The Transaction -- Other Agreements -- Stockholder Agreements." In addition, as
of July 8, 1997 the directors and executive officers of National-0ilwell owned
10.73% of the outstanding National-0Oilwell Common Stock, all of which they
intend to vote in favor of the Combination Agreement and the transactions
contemplated thereby and the Recapitalization Plan.

The respective obligations of National-0Oilwell and Dreco to consummate the
Combination Agreement are subject to, among other conditions, the approval of
the National-Oilwell Stockholders of each of the Combination Agreement and the
transactions contemplated thereby and the Recapitalization Plan at the
National-0ilwell Meeting. If either one of the proposals is not approved, then
neither of the proposals will be implemented and the Transaction will not be
consummated, notwithstanding that the other proposal may have been approved by
the National-Oilwell Stockholders.

Dreco. Pursuant to the Interim Order (i) the quorum at the Dreco Meeting
will be one Dreco Shareholder or Dreco Optionholder present in person or by
proxy and holding or representing any combination of 33 1/3% of the votes
attaching to the Dreco Common Shares and Dreco Options outstanding, directly in
the case of Dreco Common Shares and derivatively in the case of Dreco Options,
and (ii) the vote required to approve the Arrangement Resolution is 66 2/3% of
the votes actually cast (not counting for this purpose abstentions, spoiled
votes, illegible votes and/or defective votes). For these purposes each Dreco
Common Share carries one vote, and each Dreco Option carries the number of votes
equal to the number of Dreco Common Shares subject to the Dreco Option.

The Chairman of the Board and the President and Chief Executive Officer of
Dreco, who collectively owned 7.25% of the outstanding Dreco Common Shares and
the Dreco Common Shares subject to outstanding Dreco Options on July 8, 1997,
have agreed to vote all voting securities of Dreco over which they have voting
authority in favor of the Arrangement Resolution. In addition, as of July 8,
1997, the remaining directors and executive officers of Dreco owned 3.65% of
outstanding Dreco Common Shares and Dreco Common Shares subject to outstanding
Dreco Options, all of which they intend to vote in favor of the Arrangement
Resolution.

RECOMMENDATIONS OF BOARDS OF DIRECTORS

National-Oilwell. THE BOARD OF DIRECTORS OF NATIONAL-OILWELL BELIEVES THAT
THE TRANSACTION IS IN THE BEST INTERESTS OF NATIONAL-OILWELL STOCKHOLDERS AND
UNANIMOUSLY RECOMMENDS THAT THE NATIONAL-OILWELL STOCKHOLDERS VOTE TO (I)
APPROVE THE COMBINATION AGREEMENT AND THE TRANSACTIONS CONTEMPLATED THEREBY AND
(II) APPROVE AND ADOPT THE RECAPITALIZATION PLAN.

Dreco. THE BOARD OF DIRECTORS OF DRECO BELIEVES THAT THE TRANSACTION IS IN
THE BEST INTERESTS OF DRECO SHAREHOLDERS AND DRECO OPTIONHOLDERS AND RECOMMENDS
THAT THE DRECO SHAREHOLDERS AND DRECO OPTIONHOLDERS VOTE IN FAVOR OF THE
ARRANGEMENT RESOLUTION.

For a more complete description of the meetings, see "The Meetings."
2
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OPINIONS OF FINANCIAL ADVISORS

Merrill Lynch has delivered its written opinion dated May 13, 1997 (the
"Merrill Lynch Opinion") to the board of directors of National-0ilwell to the
effect that, as of such date and based on and subject to the factors and
assumptions set forth therein, the Exchange Ratio was fair, from a financial
point of view, to National-Oilwell. The Merrill Lynch opinion was provided to
the board of directors of National-Oilwell for its information and is directed
only to the fairness, from a financial point of view, of the Exchange Ratio to
National-0Oilwell and does not constitute a recommendation to any
National-0ilwell Stockholder as to how such stockholder should vote on the
Combination Agreement, the Transaction or the Recapitalization Plan. Merrill
Lynch thereafter confirmed as of the date of this Joint Proxy
Statement/Prospectus its May 13, 1997 opinion. The full text of the Merrill
Lynch Opinion, which sets forth assumptions made, matters considered and
limitations on the review undertaken in connection with such opinion, is
attached hereto as Annex H and is incorporated herein by reference.
National-Oilwell Stockholders are urged to read the Merrill Lynch Opinion in its
entirety.

Credit Suisse First Boston has acted as exclusive financial advisor to
Dreco in connection with the Transaction. On May 13, 1997, Credit Suisse First
Boston delivered an oral opinion, which was subsequently confirmed in writing,
to the board of directors of Dreco that, as of such date and based upon and
subject to the matters set forth therein, the Exchange Ratio was fair to the
Dreco Shareholders from a financial point of view. Credit Suisse First Boston
thereafter confirmed its May 13, 1997 opinion by delivery of a written opinion
dated as of the date of this Joint Proxy Statement/Prospectus (the "Credit
Suisse First Boston Opinion"). The opinion of Credit Suisse First Boston
delivered on May 13, 1997 was provided to the board of directors of Dreco for
its information and is directed only to the fairness of the Exchange Ratio to
the Dreco Shareholders from a financial point of view and does not constitute a
recommendation to any Dreco Shareholder as to how such Shareholder should vote
on the Combination Agreement or the Arrangement. The full text of the Credit
Suisse First Boston Opinion, which sets forth the procedures followed,
assumptions made, matters considered and limitations on the review undertaken,
is attached as Annex I to this Joint Proxy Statement/Prospectus and is
incorporated herein by reference. Dreco Shareholders are urged to read the
Credit Suisse First Boston Opinion in its entirety.

See "The Transaction -- Opinions of Financial Advisors."
THE TRANSACTION
REASONS FOR THE TRANSACTION

Each of National-0Oilwell and Dreco believes that the Transaction will allow
the two companies to combine their resources to enhance their ability to compete
in the oilfield products and services industry. The board of directors of
National-0ilwell considered the following reasons in unanimously approving the
Transaction:

1. The anticipated business advantages resulting from the combination of
the two companies, specifically:

a) The ability of the combined companies to provide a more complete
rig package to customers. This will result through the combination of
National-0Oilwell's oilfield equipment operations (which emphasize the
major machinery components of a drilling rig) and Dreco's rig
fabrication business (which emphasizes the design and construction of
derricks, masts and substructures).

b) The attractiveness to many customers of the combination of
Dreco's engineering expertise with the size and after-market support of
National-0ilwell.

c) The addition of Dreco's downhole products business as a third
business segment and the ability of the combined company to market and
deliver Dreco's line of downhole products through National-Oilwell's
extensive distribution system.
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2. The benefits to the National-0ilwell Stockholders of increasing
the number of publicly traded shares of National-Oilwell. This increase is
expected to result in corresponding increases in market capitalization,
trading volume and institutional interest in National-Oilwell's business
and securities.

3. The benefits to National-Oilwell that will result from a stronger
balance sheet and larger absolute size, such as increased access to capital
and financial markets, which National-0ilwell anticipates will lower the
future costs of equity and debt transactions.

In addition to the foregoing reasons, the board of directors of
National-Oilwell also considered the opinion of Merrill Lynch dated May 13, 1997
to the effect that, as of such date and based on and subject to the factors and
assumptions set forth therein, the Exchange Ratio was fair, from a financial
point of view, to National-Oilwell. See "The Transaction -- Opinions of
Financial Advisors -- Opinion of Merrill Lynch."

The National-0ilwell board of directors also considered as a potential
disadvantage the potential increase of National-Oilwell's reliance on revenue
from a limited number of large contracts due to Dreco's reliance on such
revenue. See "Risk Factors -- Dreco's Reliance on Significant Contracts."

The board of directors of Dreco considered the following factors in
approving the Transaction:

1. The general trend in the oilfield products and services industry
is towards fewer, larger suppliers who are able to supply a broad range of
oilfield products and services to their customers. The combined entity will
provide a broader range of products and services, which the board of
directors of Dreco believes will make it a more attractive supplier to the
industry.

2. The combined entity is expected to be less exposed to risk of a
downturn in the new rig and equipment construction segment than Dreco would
be on a stand-alone basis. The combined entity is expected to be more
diversified across the industry segments, combining National-Oilwell's
conventional product businesses with Dreco's specialized product
engineering and manufacturing businesses. The combined entity is expected
to be less subject to fluctuations in demand in any particular segment of
the oilfield products and services industry.

3. The combined entity will be significantly larger than Dreco and
will be able to compete more effectively if the industry consolidation
trend continues.

4. The Transaction can be effected on a tax deferred basis for most
Dreco Shareholders and Dreco Optionholders resident in either Canada or the
United States.

5. The management of Dreco believes that trading prices of the
Exchangeable Shares would reasonably be expected to closely follow trading
prices of the shares of National-Oilwell Common Stock, resulting in holders
of Exchangeable Shares holding securities which would trade in a larger,
more liquid market than that presently existing for Dreco Common Shares.

6. The combined entity will have a stronger balance sheet and larger
absolute size than Dreco, which should result in increased access to
capital and financial markets.

7. The oral opinion of Credit Suisse First Boston, delivered to the
board of directors of Dreco on May 13, 1997 and subsequently confirmed in
writing, that, as of such date and based upon and subject to the matters
set forth therein, the Exchange Ratio was fair to the Dreco Shareholders
from a financial point of view. See "The Transaction -- Opinions of
Financial Advisors -- Opinion of Credit Suisse First Boston."

In view of the variety of factors considered in connection with their
evaluations of the Transaction, neither the National-0ilwell nor the Dreco board
of directors found it practicable to and did not quantify or otherwise assign
relative strengths to the specific factors considered. For potential risk
factors related to the Transaction considered at various times by the two
companies, see "Risk Factors."
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EXCHANGE OF DRECO COMMON SHARES AND RELATED MATTERS

Under the terms of the Arrangement, on the Effective Date, which is
currently expected to occur on the date of, or within one day after, the
requisite shareholder and optionholder approval, each Dreco Common Share will be
exchanged for the number of Exchangeable Shares determined by the application of
the Exchange Ratio. A Dreco Shareholder receiving Exchangeable Shares can, at
the election of the holder in the Dreco Letter of Transmittal, exercise the
Exchange Put Right immediately and receive from National-Oilwell shares of
National-0ilwell Common Stock upon consummation of the Transaction. Thereafter,
Exchangeable Shares will be exchangeable at any time into shares of
National-Oilwell Common Stock on a one-for-one basis, through the exercise by
the holder of the Exchange Put Right or the holder's retraction right. In order
to obtain certificates for the shares issuable on an exchange, the holder will
be required to deliver to the Trustee or Dreco, as applicable, the certificates
for shares originally held, duly executed transfer documentation and the form of
the required notice for the particular exchange action, all as required in the
Exchangeable Share Provisions.

At the Effective Time, pursuant to the Combination Agreement,
National-0Oilwell will assume the Dreco Option Plan and the Dreco Options. Each
Dreco Option will be converted into an option to purchase that number of whole
shares of National-Oilwell Common Stock determined by multiplying the number of
Dreco Common Shares subject to such Dreco Option at the Effective Time by the
Exchange Ratio, rounded down to the nearest whole number of shares, at an
exercise price per share of National-0ilwell Common Stock equal to the exercise
price per share of such Dreco Option immediately prior to the Effective Time
divided by the Exchange Ratio. The term, exercisability, vesting schedule and
all of the terms and conditions of the Dreco Options will otherwise be
unchanged.

Based on a calculation of the Exchange Ratio as 1.2 Exchangeable Shares for
each Dreco Common Share, National-0Oilwell will ultimately be required to issue
approximately 9,387,386 shares of National-0Oilwell Common Stock in exchange for
all Exchangeable Shares potentially resulting from the Arrangement, and a
further 646,740 shares of National-Oilwell Common Stock on exercise of currently
outstanding Dreco Options.

If the market price of National-Oilwell Common Stock remains at its recent
range, the Exchange Ratio will likely be between 1:1 and 1.2:1. Based on that
range of Exchange Ratios and assuming all Exchangeable Shares are subsequently
exchanged for National-Oilwell Common Stock, the former holders of Dreco Common
Shares would hold between 30.1% and 34.1% of the amount of National-0Oilwell
Common Stock outstanding after such exchange. Assuming all Exchangeable Shares
are subsequently exchanged for National-0ilwell Common Stock and all Dreco
Options are subsequently exercised for National-Oilwell Common Stock, former
holders of Dreco Options would hold between 2.0% and 2.3% of the amount of
National-Oilwell Common Stock outstanding after such exchange and exercise, and
former holders of Dreco Common Shares and Dreco Options would collectively hold
between 31.5% and 35.6% of such outstanding stock.

See "The Transaction -- Transaction Mechanics and Description of
Exchangeable Shares" and "The Transaction -- Procedures For Exchange by Dreco
Shareholders and Dreco Optionholders."

TERMINATION RIGHTS WITH RESPECT TO CERTAIN EXCHANGE RATIO ADJUSTMENTS

If the Pre-Closing Average Price is below $33.00 Dreco has certain rights
to terminate the Combination Agreement if National-0Oilwell, after Dreco
exercises its right to request National-0Oilwell to do so, elects not to adjust
the Exchange Ratio. Any such termination decision by Dreco would be made in
accordance with the Dreco board's fiduciary duties to shareholders under
applicable law in consultation with its counsel and financial advisors and after
an appropriate review of the transaction. Given the nature of this review, the
factors considered by the Dreco board would include matters of the type
considered in connection with its initial determination to enter into the
transaction with National-Oilwell, as well as all other relevant factors. Unless
otherwise required to fulfill fiduciary duties, Dreco does not presently intend
to solicit shareholder approval of any board decision with respect to its
disclosed contractual rights in the event the Pre-Closing Average Price is below
$33.00.
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Similarly, National-0Oilwell's decision with respect to adjusting the
Exchange Ratio if the Pre-Closing Average Price is below $33.00 would be made in
accordance with the National-Oilwell board's fiduciary duties to stockholders
under applicable law in consultation with its counsel and financial advisors and
after an appropriate review of the transaction. Given the nature of this review,
the factors considered by the National-Oilwell board would include matters of
the type considered in connection with its initial determination to enter into
the transaction with Dreco, as well as all other relevant factors. Unless
otherwise required to fulfill fiduciary duties, National-Oilwell does not
presently intend to solicit stockholder approval of any board decision with
respect to its disclosed contractual rights in the event the Pre-Closing Average
Price is below $33.00.

VOTING, DIVIDEND AND LIQUIDATION RIGHTS OF EXCHANGEABLE SHARES

Under the laws of Alberta and relevant federal Canadian law, the
Exchangeable Shares will be considered shares of Dreco. Nevertheless, through
the combination of the Exchangeable Share Provisions, the Support Agreement and
the Voting and Exchange Trust Agreement, the Exchangeable Shares are structured
to be the economic equivalent of National-0Oilwell Common Stock, and the holders
of Exchangeable Shares will have the following principal and material rights:

(i) the right to exchange such shares for shares of National-0ilwell
Common Stock on a one-for-one basis (with an adjustment for the Dividend
Amount, if any);

(ii) the right to receive dividends, on a per share equivalent basis,
in amounts (or property in the case of non-cash dividends) which are the
same as, and which are payable at the same time as, dividends declared on
National-0Oilwell Common Stock;

(iii) the right to vote, on a per share equivalent basis, at all
stockholder meetings at which shares of National-0ilwell Common Stock are
entitled to vote; and

(iv) the right to participate upon a National-Oilwell Liquidation
Event, on a pro rata basis with the holders of National-Oilwell Common
Stock in the distribution of assets of National-0ilwell, through the
mandatory exchange of Exchangeable Shares for shares of National-Oilwell
Common Stock.

The Exchangeable Shares will, in effect, have no separate economic rights
against or in Dreco and will have no separate voting rights in Dreco (other than
certain limited class rights required under the ABCA and the right to vote on
any change in the fundamental terms of the shares themselves or the related
terms in the Support Agreement and Voting and Exchange Trust Agreement).

EFFECTIVE TIME OF THE TRANSACTION

It is anticipated that the Transaction will become effective after the
requisite shareholder and optionholder, Court and regulatory approvals have been
obtained and are final and all other conditions to the Transaction have been
satisfied or waived. It is presently anticipated that the Transaction will
become effective within two or three days of the requisite shareholder and
optionholder approval on or about August 29, 1997.

CONDITIONS TO THE TRANSACTION

The obligations of National-Oilwell and Dreco to consummate the Transaction
are subject to the satisfaction of certain conditions, including obtaining
requisite shareholder and optionholder, Court and regulatory approvals. See
"Anticipated Accounting Treatment" and "The Transaction -- The Combination
Agreement."

REGULATORY REQUIREMENTS

The Transaction is subject to the premerger filing requirements of the HSR
Act, and on May 30, 1997, National-Oilwell and Dreco made premerger filings
under the HSR Act with the FTC and the Antitrust Division of the Department of
Justice. On June 17, 1997, early termination of the required waiting period
6
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under the HSR Act was granted. In addition, National-Oilwell and Dreco have
initiated a filing under the Investment Canada Act, the Canadian statute of
general application regulating non-domestic investment in Canada. Prior approval
under this Act is required if the transactions contemplated by the Combination
Agreement are consummated after August 31, 1997. No such approval is required if
the transactions are consummated on or before such date. In the event that it is
necessary to proceed to completion with this filing, which can be withdrawn by
the applicants, National-0Oilwell and Dreco currently anticipate that the
required approvals will be obtained not later than the first week of September,
1997. National-0ilwell and Dreco are not aware of any other government or
regulatory approvals required for consummation of the Transaction, other than
compliance with applicable securities laws of various jurisdictions. See "The
Transaction -- Regulatory Matters."

ANTICIPATED ACCOUNTING TREATMENT

The Transaction will be accounted for as a pooling-of-interests under U.S.
GAAP. See "The Transaction -- Anticipated Accounting Treatment."

In order to ensure that the Transaction qualifies for pooling-of-interests
accounting treatment, it is a condition to each party's obligation to consummate
the Transaction that holders of more than 10% of the Dreco Common Shares shall
not have exercised their rights of dissent under the ABCA. In addition, it is a
condition to each party's obligation to consummate the Transaction that no event
shall have occurred which will establish with reasonable certainty that the
Transaction would not be treated as a pooling of interests. The consummation of
the Transaction is further conditioned upon confirmation on the Effective Date
by Ernst & Young LLP (National-Oilwell's auditors) and Coopers & Lybrand
(Dreco's auditors) of their concurrence with the conclusions of
National-0ilwell's management and Dreco's management with respect to pooling
matters.

CERTAIN RELATED AGREEMENTS

National-0ilwell Affiliates. National-Oilwell and Dreco have entered into
agreements with each of the National-0ilwell Affiliates, pursuant to which such
persons have agreed that they will not sell, transfer, encumber or otherwise
dispose of any National-Oilwell Common Stock for 30 days prior to the Effective
Date and after the Effective Date until National-0ilwell shall have publicly
released financial results that include at least 30 days of the combined
operating results of Dreco and National-0Oilwell. See "The Transaction -- Other
Agreements -- Affiliates' Agreements."

Dreco Affiliates. National-0Oilwell and Dreco have entered into agreements
with each of the Dreco Affiliates, pursuant to which such persons have agreed
that they will not sell, transfer, encumber or otherwise dispose of Dreco Common
Shares in the 30-day period preceding the Effective Date and Exchangeable Shares
or National-0Oilwell Common Stock after the Effective Date until National-Oilwell
shall have publicly released financial results that include at least 30 days of
the combined operating results of Dreco and National-0Oilwell. See "The
Transaction -- Other Agreements -- Affiliates' Agreements."

DISSENT AND APPRAISAL RIGHTS

Pursuant to the Interim Order, Dreco Shareholders and Dreco Optionholders
have certain rights to dissent and receive fair value of Dreco Common Shares or
Dreco Options they own in accordance with section 184 of the ABCA. See
"Dissenting Dreco Shareholders' and Dreco Optionholders' Rights."

TERMINATION OF RIGHTS PLAN

Pursuant to the Arrangement, all rights outstanding under the Shareholder
Rights Plan Agreement between Dreco and Montreal Trust Company of Canada dated
as of November 15, 1996 (the "Rights Plan") shall be redeemed and cancelled on
the Effective Date, and the Rights Plan shall be terminated.
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INTERESTS OF CERTAIN PERSONS

On the Effective Date, Frederick W. Pheasey and Robert L. Phillips will be
appointed to the National-Oilwell board of directors, Mr. Pheasey will be
appointed Executive Vice President of National-Oilwell and W. Douglas Frame,
currently an executive officer of Dreco, will be appointed an executive officer
of National-Oilwell. On the Effective Date, all the current directors on the
Dreco board will resign from the Dreco board, except for Frederick W. Pheasey,
and C. R. Bearden (formerly a director of National-Oilwell) and Edward C. Grimes
will be appointed to such board.

Pursuant to the Combination Agreement, National-0Oilwell has agreed to
maintain all rights to indemnification existing at the time of execution of the
Combination Agreement in favor of the directors and officers of Dreco and its
subsidiaries in accordance with the charter documents and bylaws of each entity
and to the fullest extent permitted under the ABCA and to continue in effect
director and officer liability insurance for such persons for six years after
the Effective Date. See "The Transaction -- Interests of Certain Persons in the
Transaction."

In addition, on the Effective Date, National-Oilwell will assume the Dreco
Option Plan and each Dreco Option. Each Dreco Option will be modified to become
an option to purchase National-Oilwell Common Stock. See "The
Transaction -- Transaction Mechanics and Description of Exchangeable
Shares -- Dreco Options."

THE COMPANIES AFTER THE TRANSACTION

If the Transaction is consummated, National-Oilwell's board of directors
will be expanded to nine members, seven of whom will be persons who are
currently directors of National-Oilwell, and Mr. Pheasey and Mr. Phillips will
be appointed to the two additional positions.

Upon consummation of the Transaction, Joel V. Staff (currently Chairman of
the Board, President and Chief Executive Officer of National-Oilwell) will
remain Chairman of the Board, President and Chief Executive Officer of
National-Oilwell and Mr. Pheasey (currently Chairman of the Board of Dreco who
will become Executive Vice President and a director of National-0Oilwell), C. R.
Bearden and Edward C. Grimes will be the directors of Dreco. After consummation
of the Transaction, National-Oilwell's headquarters will remain located at 5555
San Felipe, Houston, Texas 77056, and Dreco's headquarters will remain located
at #1340 Weber Centre, 5555 Calgary Trail South, Edmonton, Alberta, Canada T6H
5P9.

CERTAIN TAX CONSEQUENCES

The Transaction has been structured to provide the opportunity for a tax
deferral to most Dreco Shareholders in Canada and the United States who receive
Exchangeable Shares pursuant to the Arrangement. However, such shareholders will
generally only be able to obtain tax deferral for as long as they hold the
Exchangeable Shares, and will, except in certain limited situations, generally
recognize a gain or loss upon the exchange of their Exchangeable Shares for
shares of National-Oilwell Common Stock. There are other conditions and
limitations on qualifying for the tax deferral. See "Income Tax Considerations
to Dreco Shareholders and Optionholders." Dreco Shareholders are urged to
consult their tax advisors. The receipt of a favorable tax opinion to the effect
that the Arrangement will be generally treated for Canadian federal income tax
purposes as a reorganization of capital for those Dreco Shareholders who hold
their Dreco Common Shares as capital property for purposes of the Canadian Tax
Act is a condition to Dreco's obligation to consummate the Transaction.

BECAUSE OF THE POTENTIALLY ADVERSE TAX CONSEQUENCES OF THE RECEIPT OF A
DEEMED DIVIDEND UPON THE REDEMPTION (INCLUDING PURSUANT TO A RETRACTION) OF AN
EXCHANGEABLE SHARE BY DRECO, HOLDERS OF EXCHANGEABLE SHARES SHOULD CONSULT WITH
THEIR OWN TAX ADVISORS CONCERNING THE POSSIBLE BENEFITS IN THEIR PARTICULAR
CIRCUMSTANCES OF EXCHANGING WITH NATIONAL-OILWELL FOR NATIONAL-OILWELL COMMON
STOCK OR OTHERWISE DISPOSING OF THEIR EXCHANGEABLE SHARES.

See "Income Tax Considerations to Dreco Shareholders and Optionholders."
8
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RISK FACTORS

For a discussion of certain considerations with respect to the business and
operations of National-Oilwell and Dreco that should be considered by a
National-Oilwell Stockholder, a Dreco Shareholder or Dreco Optionholder before
determining how to vote at the meetings, see "Risk Factors."

ACCOUNTING PRINCIPLES

The consolidated financial statements and the summary historical
consolidated financial information of National-Oilwell, the summary historical
consolidated financial information of Dreco, and the pro forma National-0ilwell
and Dreco combined consolidated financial statements contained in this Joint
Proxy Statement/Prospectus have been prepared in accordance with U.S. GAAP. See
Notes to the Dreco Consolidated Financial Statements incorporated herein for a
reconciliation of Canadian GAAP and U.S. GAAP. See "Incorporation of Certain
Documents by Reference."

COMPARATIVE MARKET PRICE DATA

On May 13, 1997, the last full trading day prior to the joint public
announcement by National-Oilwell and Dreco of the proposed Transaction, the last
reported sales price on the NYSE of National-Oilwell Common Stock was $39.13.
The last reported sales price of the Dreco Common Shares on the TSE on the same
day was Cdn. $53.00 (Cdn. $63.60 on a per share equivalent basis assuming an
Exchange Ratio of 1.2 to 1); the last reported sales price of such shares on
Nasdag on the same day was $38.50 ($46.20 on a per share equivalent basis
assuming an Exchange Ratio of 1.2 to 1). On July 15, 1997, the last reported
sales price per share of the National-Oilwell Common Stock was $50.94, the last
reported sales price of the Dreco Common Shares on the TSE was Cdn. $72.00 and
the last reported sales price of the Dreco Common Shares on Nasdaq was $52.50.
See "Comparative Market Price Data."

On July 15, 1997, there were 18,161,175 shares of National-0ilwell Common
Stock outstanding held of record by 67 stockholders and 7,822,822 Dreco Common
Shares outstanding held of record by 1,120 shareholders.

DIVIDEND POLICIES

Historically, National-0ilwell and Dreco have not paid dividends on their
capital stock and have no present plans to pay dividends. The payment of any
future dividends on National-Oilwell Common Stock and, therefore, on
Exchangeable Shares, would depend, among other things, upon the current and
retained earnings and financial condition of National-Oilwell, and upon a
determination by its board of directors that the payment of dividends would be
desirable. In addition, National-Oilwell's current credit facility imposes
limitations on the payment of dividends.

DISCLOSURE REGARDING FORWARD LOOKING STATEMENTS

This Joint Proxy Statement/Prospectus includes, or has incorporated into it
by reference, "forward looking statements" within the meaning of the Securities
Act and Section 21E of the Exchange Act. Such forward looking statements
include, without limitation, statements under (i) "Business of
National-0Oilwell," (ii) "Business of Dreco," (iii) "National-0ilwell
Management's Discussion and Analysis of Financial Condition and Results of
Operations," and (iv) "Risk Factors." Although National-0Oilwell and Dreco
believe that the expectations reflected in such forward looking statements are
reasonable, they can give no assurance that such expectations will prove to have
been correct. Important factors that could cause actual results to differ
materially from National-Oilwell's and Dreco's expectations are disclosed in
this Joint Proxy Statement/Prospectus.

9
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RISK FACTORS

The following risk factors should be considered by National-0ilwell
Stockholders and Dreco Shareholders and Dreco Optionholders in evaluating
whether to approve the Transaction. Some of these risk factors relate directly
to the Transaction, while others are present in National-Oilwell's or Dreco's
general business environment independent of the Transaction. These risk factors
should be considered in conjunction with the other information included in this
Joint Proxy Statement/Prospectus.

Dependence on 0il and Gas Industry

National-Oilwell's and Dreco's businesses are each substantially dependent
upon the condition of the o0il and gas industry and the industry's willingness to
explore for and produce oil and gas. The degree of such willingness is generally
dependent upon the prevailing view of future product prices, which are
influenced by numerous factors affecting the supply and demand for oil and gas,
including the level of drilling activity, worldwide economic activity, interest
rates and the cost of capital, the development of alternate energy sources,
environmental regulation, tax policies, political requirements of national
governments, coordination by the Organization of Petroleum Exporting Countries
("OPEC") and the cost of producing o0il and gas. Any significant reduction in
demand for drilling services, in cash flows of drilling contractors or in rig
utilization rates below current levels could result in a drop in demand for
products manufactured and sold by National-Oilwell and Dreco.

Volatility of 0il and Gas Prices

0il and gas prices and activity have been characterized by significant
volatility over the last twenty years. Since 1986, spot o0il prices (West Texas
Intermediate) have ranged from a low of approximately $11 per barrel in 1986 to
a high of approximately $40 per barrel in 1991; spot gas prices (Henry Hub) have
ranged from lows below $1.00 per mcf of gas in 1992 to highs above $3.00 per mcf
in 1996. These price changes have caused numerous shifts in the strategies of
0il and gas companies and drilling contractors and their expenditure levels and
patterns, particularly with respect to decisions to purchase major capital
equipment of the type manufactured by National-Oilwell and Dreco.

No assurance can be given as to the future price levels of oil and gas or
the volatility thereof or that the future price of o0il and gas will be
sufficient to support current levels of exploration and production-related
activities.

No Assurance of Successful Combination of National-0ilwell and Dreco

In evaluating the terms of the Transaction, National-0Oilwell and Dreco each
analyzed their respective businesses and made certain assumptions concerning
their respective future operations. One principal assumption was that through
combination of operations, the Transaction would produce a combined company with
operating results better than those historically experienced or presently
expected to be experienced in the future by either company in the absence of the
Transaction. There can be no assurance, however, that these benefits will be
achieved or that the results of the combined operations will be improved. These
anticipated benefits of the Transaction will not be achieved unless the
companies are successfully combined in a timely manner. The process of combining
the organizations could cause the interruption of, or a loss of momentum in, the
activities of some or all of the companies' businesses, which could have an
adverse effect on their combined operations.

The success of the Transaction will be partially dependent on the
integration of the current management and operations of National-Oilwell and
Dreco. There can be no assurances that National-0ilwell and Dreco will be able
to effectively integrate management and operations or that operational or
administrative efficiencies anticipated from the Transaction can be attained.
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Highly Competitive Industry

The oilfield products and services industry is highly competitive. The
revenues and earnings of National-0Oilwell and Dreco can each be affected by
competitive actions such as price changes, introduction of new products or
improved availability and delivery.

Over the last several years the market for oilfield services and equipment
has experienced overcapacity which has resulted in increased price competition
in many areas of National-Oilwell's and Dreco's businesses. National-Oilwell and
Dreco compete with a large number of companies, some of which may offer certain
more technologically advanced products, possess greater financial resources and
have more extensive and diversified operations than National-0Oilwell and Dreco.

Potential Product Liability and Warranty Claims

Certain products of National-Oilwell and Dreco are used in potentially
hazardous drilling, completion and production applications that can cause
personal injury or loss of life, damage to property, equipment or the
environment and suspension of operations. National-0Oilwell and Dreco each
maintain insurance coverage in such amounts and against such risks as each
believes to be in accordance with normal industry practice. Such insurance does
not, however, provide coverage for all liabilities (including liabilities for
certain events involving pollution), and there can be no assurance that such
insurance will be adequate to cover all losses or liabilities that may be
incurred by National-0Oilwell or Dreco in its operations. Moreover, no assurance
can be given that National-Oilwell or Dreco will, in the future, be able to
maintain insurance at levels it deems adequate and at rates it considers
reasonable or that any particular types of coverage will be available.
Litigation arising from a catastrophic occurrence at a location where
National-Oilwell's or Dreco's equipment and services are used may, in the
future, result in either company being named as a defendant in product liability
or other lawsuits asserting potentially large claims.

National-Oilwell and Dreco are each parties to various legal and
administrative proceedings which have arisen from ongoing and, in the case of
National-Oilwell, disposed businesses. No assurance can be given with respect to
the outcome of these or any other pending legal and administrative proceedings
and the effect such outcomes may have on National-Oilwell or Dreco.

Impact of Governmental Regulations

Many aspects of National-Oilwell's and Dreco's operations are affected by
political developments and are subject to both domestic and foreign governmental
regulation, including those relating to oilfield operations, worker safety and
the protection of the environment. In addition, National-Oilwell and Dreco each
depend on the demand for its services from the oil and gas industry and,
therefore, are affected by any changes in taxation, price controls or other laws
and regulations that affect the oil and gas industry generally. The adoption of
laws and regulations curtailing exploration for or production of o0il and gas for
economic or other policy reasons could adversely affect National-0Oilwell's or
Dreco's operations. National-0ilwell and Dreco cannot determine the extent to
which their future operations and earnings may be affected by new legislation,
new regulations or changes in existing regulations.

Impact of Environmental Regulations

National-Oilwell's and Dreco's operations and those of their customers are
affected by numerous foreign, federal, state, provincial and local environmental
laws and regulations. The technical requirements of these laws and regulations
are becoming increasingly expensive, complex and stringent. These laws may
impose penalties or sanctions for damages to natural resources or threats to
public health and safety. Such laws and regulations may also expose each of
National-0Oilwell and Dreco to liability for the conduct of or conditions caused
by others, or for acts of National-Oilwell and Dreco that were in compliance
with all applicable laws at the time such acts were performed. Sanctions for
noncompliance may include revocation of permits, corrective action orders,
administrative or civil penalties and criminal prosecution. Certain
environmental laws provide for joint and several liability for remediation of
spills and releases of hazardous substances. In addition, both
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companies may be subject to claims alleging personal injury or property damage
as a result of alleged exposure to hazardous substances, as well as damage to
natural resources.

Risk of Certain Foreign Markets

Certain of National-Oilwell's and Dreco's revenues result from the sale of
products to customers for ultimate destinations in the Middle East, Africa and
other international markets and are subject to risks of instability of foreign
economies and governments. Furthermore, each of National-0Oilwell's and Dreco's
sales can be affected by laws and regulations limiting exports to particular
countries. The combined operations may be subject to contradictory laws and
regulations, especially between the United States and Canada, regarding exports
to certain countries, with the result that certain export sales currently made
by Dreco may be reduced or prohibited upon completion of the Transaction.

National-Oilwell attempts to limit its exposure to foreign currency
fluctuations by limiting the amount of sales denominated in currencies other
than United States dollars, Canadian dollars and British pounds.
National-Oilwell has not engaged in and does not currently intend to engage in
any significant hedging or currency trading transactions designed to compensate
for adverse currency fluctuations among those or any other foreign currencies.

Dreco attempts to limit its exposure to foreign currency fluctuations by
requiring payment in United States or Canadian dollars, requiring payment in
currencies matching the currency in which Dreco will incur expenditures in
performing its contracts, or in certain circumstances, by entering into hedging
transactions designed to compensate for adverse currency fluctuations among
those or any other foreign currencies.

Potential Dilution to National-0ilwell Stockholders and Dreco Shareholders

The Exchange Ratio is subject to a collar and will provide Dreco's
Shareholders with 1.2 Exchangeable Shares, exchangeable for shares of
National-0ilwell Common Stock, if during the 20 consecutive trading days ending
five days before the Closing, National-0Oilwell's average stock price is between
$36.00 and $47.25. See "The Transaction -- The Combination Agreement -- Exchange
Ratio Adjustment." If the average stock price is between $36.00 and $33.00, the
Exchange Ratio will be adjusted to provide Dreco Shareholders with value
equivalent to $43.20 of National-Oilwell Common Stock, thereby diluting existing
National-0Oilwell Stockholders. Moreover, if the average price is below $33.00,
National-Oilwell could agree to continue to adjust the Exchange Ratio, thereby
resulting in further dilution to existing National-0ilwell Stockholders, but
would not be required to do so. If National-Oilwell does not do so, Dreco will
have certain rights to terminate the Combination Agreement. See "The
Transaction -- The Combination Agreement -- Termination." In addition, if the
average stock price is greater than $47.25 per share, the Exchange Ratio will be
adjusted to provide Dreco Shareholders with value equivalent to $56.70 of
National-Oilwell Common Stock, thereby effectively lowering the Exchange Ratio
and diluting Dreco Shareholders.

Control by Certain Stockholders

Current National-0Oilwell Stockholders who collectively acquired the
predecessor partnership of National-Oilwell and owned 100 percent of the
outstanding stock of National-Oilwell prior to its initial public offering in
October 1996 collectively owned an aggregate of 13,136,630 shares of common
stock, representing 72.33% of the outstanding shares at the National-0ilwell
Record Date. After completion of the Transaction and assuming a 1.2:1 Exchange
Ratio and the exchange of all Exchangeable Shares for National-Oilwell Common
Stock, these stockholders will own 47.69% of the outstanding shares of
National-Oilwell Common Stock. As a result of such ownership, such stockholders
could collectively have the power to substantially influence the outcome of
certain matters submitted to a vote of National-Oilwell's Stockholders,
including the election of each class of the board of directors, and their
interests may not reflect the interests of other stockholders. In addition, a
decision by certain of these stockholders to sell shares will accelerate
repayment by National-Oilwell of a portion or all of the seller notes incurred
in connection with the acquisition, effective January 1, 1996, of
National-0Oilwell's operations from subsidiaries of Armco Inc. and USX
Corporation. There can be no assurance that funds to repay the seller notes will
be available at such time.
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Dreco's Reliance on Significant Contracts

A significant portion of Dreco's revenue has been derived from a limited
number of large contracts. Failure to replace large contracts as they are
completed could adversely affect future revenue. In addition, dependence on a
limited number of large contracts increases the risk associated with cost
overruns in performing a specific contract, or of cancellation or failure of a
customer to make payments under such contracts.

Limitation on U.S. Net Operating Loss Carryforwards

Dreco, Inc., a United States subsidiary of Dreco, has substantial United
States federal income tax net operating loss carryforwards. The value of the
carryforwards depends on the ability of Dreco, Inc. to generate United States
federal taxable income. The use of such carryforwards may be restricted in cases
where a 50% aggregate change in the beneficial ownership of Dreco and,
indirectly, Dreco, Inc. occurs during any three-year period.

The Arrangement may result in an ownership change of Dreco and, indirectly,
Dreco, Inc. for purposes of Section 382 of the U.S. Code. In the event of such
an ownership change in Dreco and, indirectly, in Dreco, Inc., Section 382 of the
U.S. Code would impose an annual limitation on the amount of Dreco, Inc.'s
taxable income that may be offset by its net operating loss carryforwards. The
limitation is generally the amount equal to the product of the fair market value
of the equity of Dreco, Inc. immediately before such ownership change and a
percentage approximately equal to the yield on long-term, tax-exempt bonds
during the month in which the ownership change occurs.

Potentially Adverse U.S. Income Tax Consequences to Dreco Shareholders

The Arrangement should qualify as a "reorganization" within the meaning of
Section 368(a) of the U.S. Code with respect to United States Holders (as
defined under "Income Tax Considerations to Dreco Shareholders and
Optionholders -- United States Federal Income Tax Considerations to Dreco
Shareholders" on page 74) of Dreco Common Shares who receive Exchangeable Shares
pursuant to the Arrangement. There is, however, no direct authority addressing
the proper treatment of the Arrangement for United States federal income tax
purposes and, therefore, such conclusion is subject to significant uncertainty.
If the Arrangement fails to qualify as a reorganization, a United States Holder
of the Dreco Common Shares who receives Exchangeable Shares pursuant to the
Arrangement would recognize gain or loss equal to the difference between the
fair market value of the Exchangeable Shares and such holder's tax basis in the
Dreco Common Shares exchanged therefor. See "Income Tax Considerations to Dreco
Shareholders and Optionholders."

In addition, dividends received by a non-United States Holder with respect
to the Exchangeable Shares should not be subject to United States withholding
tax, and Dreco and National-0Oilwell do not intend that Dreco or National-Oilwell
will withhold any amounts in respect of such tax from such dividends. There is
some possibility, however, that the Internal Revenue Service may assert that
United States withholding tax is payable with respect to any dividends paid on
the Exchangeable Shares to non-United States Holders. See "Income Tax
Considerations to Dreco Shareholders and Optionholders."
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COMPARATIVE PER SHARE DATA

The four columns included in the following table set forth: (1) historical
earnings per common and common equivalent share and the historical book value
per share data of National-0Oilwell Common Stock; (2) the historical earnings per
common and common equivalent share and the historical book value per share data
of Dreco Common Shares restated in U.S. GAAP; (3) the pro forma earnings per
common and common equivalent share and the pro forma book value per share data
of National-0Oilwell Common Stock after giving effect to the proposed Transaction
on a "pooling-of-interests" basis under U.S. GAAP; and (4) the pro forma
earnings per common and common equivalent share and the pro forma book value per
share attributable to 1.2 shares of National-0ilwell Common Stock that will be
received by Dreco Shareholders for each Dreco Common Share. The information
presented in the table should be read in conjunction with the unaudited pro
forma financial statements and the separate historical consolidated financial
statements of National-O0ilwell and Dreco and the notes thereto contained
elsewhere or incorporated by reference in this Joint Proxy Statement/Prospectus.
See "National-0ilwell and Dreco Combined Unaudited Pro Forma Financial
Information" and "Incorporation of Certain Documents by Reference."

HISTORICAL PRO FORMA
NATIONAL - COMBINED
OILWELL(1) DRECO(2) (2)(3)(4) DRECO(4)
US GAAP
EARNINGS PER COMMON AND COMMON EQUIVALENT SHARE(5):
Three months ended March 31, (or February 28, for
Dreco) 1997, ... ittt e s $0.33 $ 0.46 $0.35 $0.42
Year ended December 31, (or November 30, for Dreco)
L 0.02 0.91 0.28 0.34
BOOK VALUE PER SHARE:
March 31, (or February 28, for Dreco) 1997........... 6.42 14.28 7.99 9.59
December 31, (or November 30, for Dreco) 1996........ 6.11 9.65 6.34 7.61

(1) National-0ilwell acquired its predecessor, a partnership, as of January 1,
1996. Accordingly, no per share data is provided for the fiscal years ended
December 31, 1995 and 1994.

(2) Because Dreco has a fiscal year that ends on August 31 and
National-Oilwell's fiscal year ends on December 31, Dreco's financial
statements have been updated by excluding from the year end numbers the
results from the first quarter of the fiscal year ending August 31 and
including in the year end numbers the results from the first quarter of the
succeeding fiscal year.

(3) National-0ilwell and Dreco expect to incur business combination costs
estimated at $8.5 million within the twelve-month period following
consummation of the Transaction, and such costs are reflected in the
Unaudited Pro Forma Combined Consolidated Balance Sheet. This charge is not
reflected in the Unaudited Pro Forma Combined Consolidated Statement of
Operations because, while the costs are directly related to the Transaction,
they are non-recurring in nature.

(4) The equivalent combined and Dreco unaudited pro forma data is calculated as
the combined unaudited pro forma earnings before non-recurring charges per
share and book value per common share multiplied by the assumed Exchange
Ratio, which is indirectly equivalent to 1.2 shares of National-0ilwell
Common Stock for each Dreco Common Share.

(5) Fully diluted earnings per share has not been presented since common stock
equivalents produced an anti-dilutive effect, had no dilutive effect or did
not result in material dilution under U.S. GAAP.
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COMPARATIVE MARKET PRICE DATA

The following table sets forth the high and low sales prices of the
National-0ilwell Common Stock, traded under the symbol "NOI" on the NYSE, and of
the Dreco Common Shares, traded under the symbol "DRE.A" on the TSE and "DREAF"
on Nasdaq, for the calendar quarters and months indicated. The quotations are as
reported in published financial sources.

NASDAQ(3)
HIGH Low
$12.75 $ 6
15.75 12
15.88 12
17.75 13
$20.13 $15
29.00 19
28.00 22
44.75 23
$43.00 $36
41.00 34
36.00 31
33.88 30
50.00 31
53.75 49
53.75 52

NATIONAL-OILWELL(1)
NYSE(3) TSE(2)
HIGH LOw HIGH LOwW
1995
Quarter ended March 31................. -- o $17.00 $10.
Quarter ended June 30............0utunn -- -- 21.25 16.
Quarter ended September 30............. -- -- 21.00 17.
Quarter ended December 31.............. -- -- 24.00 18.
1996
Quarter ended March 31................. -- -- $26.50 $22.
Quarter ended June 30.............uuuun -- -- 40.00 26.
Quarter ended September 30............. -- -- 37.00 31.
Quarter ended December 31.............. $30.50 $20.00 59.00 32.
(beginning October 29, 1996 for
National-0Oilwell)
1997
Month ended January 31................. $38.63 $29.63 $58.00 $49.
Month ended February 28................ 35.13 28.00 56.75 50.
Month ended March 31................... 38.63 28.00 49.50 43.
Month ended April 30............cvvvunn 39.63 31.63 47.25 43.
Month ended May 31.......00vvivivnnnnns 49.50 38.75 68.60 44,
Month ended June 30............vvuvunn 57.75 48.63 74.00 68.
Month ended July 31 (through July
) 57.38 50.13 73.00 72.

(1) National-Oilwell commenced trading on the NYSE on October 29, 1996.
(2) The prices set forth in the TSE columns are in Canadian Dollars.
(3) The prices set forth in the Nasdaq and NYSE columns are in U.S. Dollars.

Oon May 13, 1997, the last full trading day prior to the joint public
announcement by National-0ilwell and Dreco of the proposed Transaction, the last
reported sales price on the NYSE of National-Oilwell Common Stock was $39.13.
The last reported sales price of the Dreco Common Shares on the TSE on the same
day was Cdn. $53.00 (Cdn. $63.60 on a per share equivalent basis assuming an
Exchange Ratio of 1.2 to 1); the last reported sales price of such shares on
Nasdag on the same day was $38.50 ($46.20 on a per share equivalent basis
assuming an Exchange Ratio of 1.2 to 1).
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA
NATIONAL-OILWELL

The following table sets forth selected historical consolidated financial
data for National-0Oilwell and its predecessor, which National-0ilwell acquired
as of January 1, 1996, for each of the five years in the period ended December
31, 1996 and for the three months ended March 31, 1997 and 1996. Such data for
the three years in the period ended December 31, 1996 has been derived from the
audited Consolidated Financial Statements of National-0Oilwell and the related
notes thereto. Such data for the two years in the period ended December 31, 1993
are derived from audited financial statements that are not included herein. The
selected historical consolidated financial data for the three month periods
ended March 31, 1997 and 1996 has been derived from the unaudited consolidated
financial statements of National-0Oilwell and includes, in the opinion of
National-Oilwell's management, all adjustments necessary to present fairly the
results of such periods. Such data should be read in conjunction with
"National-Oilwell Management's Discussion and Analysis of Financial Condition
and Results of Operations."

SUCCESSOR PREDECESSOR
THREE MONTHS ENDED
MARCH 31, YEAR ENDED DECEMBER 31,
1997 1996 1996 1995 1994 1993

(IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS)

OPERATING DATA:
REVENUES . . vt v v e ennnnn $176,154  $141,144  $648,621  $545,803 $562,053  $627,281
Operating income (loss)
before special

items(1)...viuninn.. 11,284 5,273 34,708 13,781 15,208 489
Operating income

(loss)(2).vvvennn.. 11,284 5,273 11,697 22,239 29,124 (8,076)
Income (loss) before

taxes and

extraordinary

10SS. s it 9,937 2,081 394 19,577 24,921 (15,592)
Income (loss) before

extraordinary

10SS. vt 6,041 1,434 4,245 17,640 23,880 (17, 463)
Net income (loss)(2)... 6,041 1,434 245 17,640 23,880 (17, 463)
Income per share before

extraordinary

10SS. i 0.33 0.10 0.18 -- -- --
Net income per

share(3)............ 0.33 0.10 0.02 -- -- --

OTHER DATA:

Depreciation and

amortization........ 929 946 3,591 3,595 6,027 10,721
Capital expenditures... 482 395 3,136 4,764 3,604 1,967

BALANCE SHEET DATA:

working capital........ 141,952 142,574 130,070 177,365 151,810 171,632
Total assets........... 267,606 254,386 266,743 288,578 268,304 343,479
Long-term debt, less

current

maturities.......... 42,007 132,605 36,392 9,128 -- 69, 816
Owners' equity......... 114,706 30,924 109, 080 178,012 161, 888 170,676

deferred debt costs, cancellation of management agreements and expenses
related to a special incentive plan that terminated upon the occurrence of
its initial public offering of common stock. In 1995 and 1994,
National-Oilwell recorded gains from the sales of certain non-core equipment
manufacturing businesses, product lines and assets, net of other costs. In
1993 and 1992, National-0ilwell recorded charges primarily related to the
disposal of manufacturing facilities and a product line.

(2) Prior to January 1, 1996, National-Oilwell was a general partnership and
therefore not subject to U.S. federal and state income taxes.

(3) Prior to 1996, National-Oilwell was a general partnership and therefore had
no shares outstanding.
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(31,538)

(35,387)

(35,127)
(35,127)

12,233
4,941

179, 407
371,883

56,467
192,546
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DRECO

The following table sets forth selected historical consolidated financial
data for Dreco for each of the five years in the period ended August 31, 1996
and for the nine months ended May 31, 1997 and May 31, 1996 (based on U.S.
GAAP). Such data for the three years in the period ended August 31, 1996 has
been derived from the audited Consolidated Financial Statements of Dreco and the
related notes thereto, except that it is presented in accordance with U.S. GAAP.
Such data for the two years in the period ended August 31, 1993, which is also
in U.S. GAAP, is derived from audited financial statements that are not included
herein. The selected historical consolidated financial data for the nine month
periods ended May 31, 1997 and May 31, 1996 has been derived from the unaudited
consolidated financial statements of Dreco, except that it is presented in
accordance with U.S. GAAP, and includes, in the opinion of Dreco's management,
all adjustments necessary to present fairly the results of such periods. Such
data should be read in conjunction with "Dreco Management's Discussion and
Analysis of Financial Condition and Results of Operations" incorporated by
reference herein. For such data prepared in accordance with Canadian GAAP, see
"Selected Financial Data" incorporated by reference herein. See "Incorporation
of Certain Documents by Reference."

NINE MONTHS ENDED,

___________________________ YEAR ENDED AUGUST 31,

(IN THOUSANDS OF U.S. DOLLARS, EXCEPT PER SHARE AMOUNTS)

OPERATING DATA:

REVENUES . .ttt vv e ennnn $ 86,954 $98, 961 $126,335  $86,875
Operating income (loss)
before special items... 10,844 8,301 11,489 10,059
Operating income (loss)... 10,844 8,301 11,489 10,059
Income (loss) before
taxes. ... .o 10,691 9,861 13,335 12,196
Net income (loss)......... 7,984 5,357 7,468 7,789
Net income (loss) per
share.................. 1.05 0.83 1.16 1.25
OTHER DATA:
Depreciation and
amortization........... 6,729 3,744 4,859 4,558
Capital expenditures...... 13,271 7,098 11,211 6,435
BALANCE SHEET DATA:
working capital........... 81,513 36,811 37,203 32,992
Total assetS.............. 158,035 83,996 79,677 72,355
Long-term debt, less
current maturities..... 13,643 2,701 2,704 1,987
Owners' equity............ 113,355 54,676 57,663 48,957

RECENT DEVELOPMENTS

on July 17, 1997, National-0Oilwell reported the following results (in
thousands, except per share data):

SIX MONTHS ENDED

JUNE 30,
1997 1996
REVENMUES .« vttt ettt ettt e e e $374,020 $294,643
Operating 1nCome. ...... . ittt i s $ 25,556 $ 13,406
Net dncome. ... . i i e e $ 14,386 $ 4,000
Average shares outstanding............. .o 18,334 13,590
Net income per Share..........iuiuieninniineennnnnnnn $ 0.78 $ 0.29

Both of the National-0Oilwell business segments continued to demonstrate
continued revenue growth and operating results that far exceeded the prior year
comparable period. As of the date hereof, National-Oilwell has not filed its
Quarterly Report on Form 10-Q for the period ended June 30, 1997.
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4,926
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18,292
69,323

1,440
38,690

$93, 981

3,133
3,133

6,061
7,386

1.18
4,481
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27,725
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46,626

$66, 397

4,963
4,963

6,525
5,457

0.89
3,410
5,172

25,594
54,592

2,579
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UNAUDITED PRO FORMA NATIONAL-OILWELL AND DRECO
COMBINED CONSOLIDATED FINANCIAL STATEMENTS

The following unaudited pro forma combined consolidated financial
statements have been prepared assuming the Transaction is accounted for as a
pooling-of-interests under U.S. GAAP. Accordingly, such statements were prepared
as if National-0ilwell and Dreco were combined as of the beginning of each of
the periods presented.

As a result of the differing year ends of National-0Oilwell and Dreco, the
balance sheet and results of operations for dissimilar year ends have been
combined. The National-Oilwell balance sheet at March 31, 1997 has been combined
with the Dreco balance sheet at February 28, 1997. National-Oilwell's results of
operations for fiscal year ended December 31, 1996 have been combined with
Dreco's results of operations for the 12 month period ended November 30, 1996.
National-Oilwell's results of operations for the three months ended March 31,
1997 and 1996 have been combined with Dreco's results of operations for the
three months ended February 28, 1997 and February 29, 1996, respectively. The
Pro Forma Combined financial data for 1995 and 1994 are the same as the Dreco
historical financial data for the 12 month periods ended November 30, 1995 and
1994 because National-0ilwell did not exist as a corporation prior to January 1,
1996.

The following unaudited pro forma combined consolidated balance sheet as of
March 31, 1997 and the statements of operations for the three-month periods
ended March 31, 1997 and March 31, 1996 are based on the unaudited consolidated
financial statements of National-0Oilwell and Dreco and include, in the opinion
of management of both companies, all adjustments necessary to present fairly the
results as of and for such periods. The following unaudited pro forma combined
consolidated statements of operations for the three years in the period ended
December 31, 1996 have been derived from, and should be read in conjunction
with, the audited Consolidated Financial Statements of National-Oilwell and
Dreco and the related notes thereto.

The unaudited pro forma combined consolidated financial statements are
presented for illustrative purposes only and are not necessarily indicative of
actual results of operations or financial position that would have been achieved
had the Transaction been consummated at the beginning of the period presented,
nor are they necessarily indicative of future results.
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NATIONAL-OILWELL AND DRECO
UNAUDITED PRO FORMA COMBINED CONSOLIDATED BALANCE SHEET

AS OF MARCH 31, 1997

PRO FORMA
NATIONAL-OILWELL DRECO ADJUSTMENTS

ASSETS
Current assets:
Cash & cash equivalents............ $ 5,349 $ 39,036 $ (8,500)(1)
Receivables............... ... 98, 345 32,719
Unbilled revenue............c..v... -- 12,999
Inventories......... .o 121,001 16,498
Deferred taxes, net................ 3,938 --
Prepaid & other current assets..... 6,849 1,152
Total current assets....... 235,482 102, 404 (8,500)
Property, plant & equipment.......... 18,243 33,744
Deferred taxes, net.................. 6,296 -- (1,917)(2)
GOOAWILL. ottt ie e iie i ie e 6,286 11,675
Other assets........iiiiiiiininnnnn 1,299 --
$267, 606 $147,823 $(10,417)

LIABILITIES & STOCKHOLDERS' EQUITY
Current liabilities:

Current portion of long-term $ -- $ 2,429 $
debt.......oo i
Accounts payable................... 70,077 11,392
Customer prepayments............... 2,524 1,735
Accrued compensation............... 4,878 1,031
Other accrued liabilities.......... 16,051 3,479
Total current 93,530 20,066
liabilities..............
Long-term debt............ ... i 42,007 14,561
Deferred tax liability............... -- 1,917 (1,917)(2)
INSUranCe reServesS. ... .ovveerrnnnnns 6,378 --
Other liabilities................vuu. 10,985 --
Total liabilities.......... 152,900 36,544 (1,917)

Commitments and contingencies
Stockholders' equity:

common StOCK......ovviiiunn 179 58,944 (58,851)(3)
Additional paid-in capital......... 107,497 31,603 58,851(3)
Cumulative translation 744 (4,267)
adjustment...........
Retained earnings..........vvuunnn. 6,286 24,999 (8,500)(1)
114,706 111,279 (8,500)
$267, 606 $147,823 $(10,417)

The accompanying notes are an integral part of these unaudited pro forma
combined consolidated financial statements.
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NATIONAL-OILWELL AND DRECO

UNAUDITED PRO FORMA COMBINED CONSOLIDATED STATEMENTS OF OPERATIONS(4)
(IN THOUSANDS OF U.S. DOLLARS)

THREE MONTHS ENDED MARCH 31,

1997 1996
HISTORICAL HISTORICAL
NATIONAL- PRO FORMA NATIONAL- PRO FORMA
OILWELL DRECO COMBINED OILWELL DRECO COMBINED
REVENUES .+« v vttt ettt ettt e ettt ettt e et e $176,154 $30,516  $206,670 $141, 144 28,189  $169,333
COSt OF FBVENMUES .« vttt ettt ettt e ettt ettt 149,894 18,708 168,602 122,850 19,720 142,570
GrOSS Profat. et e ettt ettt et e e e 26,260 11, 808 38,068 18,294 8,469 26,763
Selling, general, and administrative............... ..o vuunn 14,976 6,710 21,686 13,021 4,236 17,257
Operating ANCOME . . v vttt ettt s 11,284 5,098 16,382 5,273 4,233 9,506
Interest and financial COStS....... ...ty (1,255) -- (1,255) (3,078) -- (3,078)
Interest ANCOME. ... i ittt i i et st st s 81 61 142 16 1,060 1,076
Other INCOME (EXPENSE) ..ttt ittt ittt anans (173) -- (173) (130) -- (130)
Income before income taXeS.......'uiiiinn i e innnennns 9,937 5,159 15,096 2,081 5,293 7,374
Provision for income taxesS(5). ... ..t 3,896 1,501 5,397 647 2,113 2,760
NEet dNCOME. ..ttt e e e et s $ 6,041 $ 3,658 $ 9,699 $ 1,434 $ 3,180 $ 4,614
Weighted average shares outstanding(6).........cvvvvunnnnnnn 18,190 7,952 27,732 13,590 7,952 21,222
Net income per share(B)....... ..ot nnns $ 0.33 $ 0.46 $ 0.35 $ 0.10 $ 0.40 $ 0.22
TWELVE MONTHS ENDED DECEMBER 31,
1996 1995 1994
HISTORICAL HISTORICAL HISTORICAL
NATIONAL - PRO FORMA PRO FORMA PRO FORMA
OILWELL DRECO COMBINED DRECO COMBINED DRECO COMBINED
REVENMUES .« o vttt ettt ettt ettt ettt $648, 621 $113,195 $761,816 $95, 402 $95, 402 $76,684 $76, 684
COSt Of reVeNUES . .ttt ettt it eeienenan 557,354 84,310 641,664 70,699 70,699 56, 430 56, 430
GroSs Profit....ueeeerieeineeineninennnn.. 91, 267 28,885 120,152 24,703 24,703 20,254 20,254
Selling, general, and administrative......... 56,559 19,483 76,042 14,700 14,700 15,344 15,344
Special charges (income)............ccvuuunnn 16,611 -- 16,611 -- -- -- --
EQUItY 10SS. . ittt -- -- -- -- -- 11,891 11,891
Operating ANCOME. ..\ vvr vt i ie et it 18,097 9,402 27,499 10, 003 10,033 (6,981) (6,981)
Interest and financial costs................. (12,095) (146) (12,241) (31) (31) (180) (180)
Interest inCome.........ovuuvininninnnneennnn 440 859 1,299 1,153 1,153 1,112 1,112
Other income (EXPense)...........vvvvrvunnnns 352 (191) 161 897 897 1,150 1,150
Income (loss) before income taxes and
extraordinary 10SS. ... ..t 6,794 9,924 16,718 12,022 12,022 (4,899) (4,899)
Provision for income taxes(5).............. .. 2,549 4,022 6,571 4,198 4,198 421 421
Income (loss) before extraordinary loss...... 4,245 5,902 10,147 7,824 7,824 (5,320) (5,320)
Extraordinary 10SS.....uuuiiiinnnnnrnnnnnnann (4,000) -- (4,000) -- -- -- --
Net ANCome (10SS) . v v vunrenrrnrennennennennns $ 245 $ 5,902 $ 6,147 $ 7,824 $ 7,824 $(5,320) $(5,320)
Weighted average shares outstanding(6)....... 14,357 7,952 22,140
Income per share before extraordinary loss... $ 0.18 $ 0.74 $ 0.46
Net income per share(6).........uvvvvuvnunnnn $ 0.02 $ 0.74 $ 0.28

The accompanying notes are an integral part of these unaudited pro forma
combined consolidated financial statements.
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43
NATIONAL-OILWELL AND DRECO
NOTES TO UNAUDITED PRO FORMA COMBINED
CONSOLIDATED FINANCIAL STATEMENTS

To record payment of estimated business combination costs of $8.5 million,
representing one-time professional and advisory fees directly related to the
Transaction, as well as severance, consolidation and other integration
costs. The one-time business combination costs are not reflected in the
Unaudited Pro Forma Combined Consolidated Statements of Operations since
they are non-recurring in nature.

To reclassify deferred tax liabilities against deferred tax assets.

To record the issuance of 9,380,666 shares, par value $.01, of
National-Oilwell Common Stock in exchange for all 7,817,222 shares of Dreco
Common Shares outstanding at March 31, 1997, based upon an Exchange Ratio
which is indirectly equivalent to 1.2 shares of National-0ilwell Common
Stock for each Dreco Common Share and assuming all Exchangeable Shares are
exchanged for National-0Oilwell Common Stock.

The Pro Forma Combined Consolidated Statements of Operations reflect no
adjustments to the historical statements of operations of National-0Oilwell
and Dreco, other than reflecting Dreco's results in accordance with U.S.
GAAP, as there are no significant combination benefits assumed and no
significant adjustments would be required to conform the accounting policies
of the two companies. The Pro Forma Combined financial data for 1995 and
1994 are the same as the Dreco historical financial data because
National-Oilwell did not exist as a corporation prior to January 1, 1996.

Prior to January 1, 1996, National-0Oilwell was a general partnership and
therefore not subject to U.S. federal and state income taxes.

The pro forma net income per share is computed on the basis of the combined
weighted average number of shares of common stock and common stock
equivalents of National-0ilwell and Dreco for each period presented based
upon an Exchange Ratio which is indirectly equivalent to 1.2 shares of
National-0ilwell Common Stock for each Dreco Common Share and assumes all
Exchangeable Shares are exchanged for National-0ilwell Common Stock.

The Transaction contemplated herein may result in a limitation on the
ability of Dreco's U.S. subsidiary to utilize certain U.S. net operating
loss ("NOL") carryforwards under the change in ownership provisions of
Section 382 of the U.S. Code. The effect of any limitation would depend on a
number of factors, including future U.S. taxable income and an allocation of
the total Transaction value to the U.S. operations. Due to uncertainty
regarding realization of the NOLs, no deferred tax asset representing the
future tax benefits of the NOLs have been recorded in Dreco's historical
financial statements. Accordingly, this Transaction will not result in the
limitation of a recorded asset but could result in a limitation of the
combined company's ability to utilize the unrecorded NOLs.
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THE MEETINGS
NATIONAL-OILWELL

Purpose of the Meeting. The purpose of the National-Oilwell Meeting is to
consider and act upon (i) a proposal to approve the Combination Agreement and
the transactions contemplated thereby, (ii) a proposal to approve and adopt the
Recapitalization Plan and (iii) such other business as may be properly presented
to the meeting.

Recommendation of the Board of Directors. THE BOARD OF DIRECTORS OF
NATIONAL-OILWELL BELIEVES THAT THE TRANSACTION IS IN THE BEST INTERESTS OF
NATIONAL-OILWELL STOCKHOLDERS AND UNANIMOUSLY RECOMMENDS THAT THE
NATIONAL-OILWELL STOCKHOLDERS VOTE TO (I) APPROVE THE COMBINATION AGREEMENT AND
THE TRANSACTIONS CONTEMPLATED THEREBY AND (II) APPROVE AND ADOPT THE
RECAPITALIZATION PLAN.

Solicitation and Voting of Proxies. The accompanying proxy is solicited on
behalf of the board of directors of National-0Oilwell for use at the
National-Oilwell Meeting, to be held at the Ritz-Carlton Hotel, 1919 Briar Oaks,
Houston, Texas, on August 28, 1997 at 9:00 a.m. (Houston time). Only holders of
record of National-Oilwell Common Stock at the close of business on July 8,
1997, will be entitled to vote at the National-0Oilwell Meeting. At the close of
business on that date, there were 18,161,175 shares of National-0Oilwell Common
Stock outstanding and entitled to vote. A majority of those shares, present in
person or by proxy, will constitute a quorum for the transaction of business.
Abstentions and broker non-votes will be considered to be represented for
purposes of a quorum. This Joint Proxy Statement and the accompanying form of
proxy were first mailed to National-Oilwell Stockholders on or about July 30,
1997.

Revocability of Proxy. A stockholder who has given a proxy may revoke it
at any time before it is exercised at the National-0ilwell Meeting, by (1)
delivering to the secretary of National-0ilwell (by any means, including
facsimile) a written notice stating that the proxy is revoked, (ii) signing and
so delivering a proxy bearing a later date or (iii) attending the
National-Oilwell Meeting and voting in person (although attendance at the
National-0ilwell Meeting will not, by itself, revoke a proxy).

Expenses of Proxy Solicitation. The cost of soliciting proxies to be voted
at the National-0ilwell Meeting will be paid by National-Oilwell. Beacon Hill
Partners, Inc., 90 Broad Street, New York, New York has been employed to solicit
proxies by mail, telephone or personal solicitation for a fee of approximately
$3,500 plus expenses. National-Oilwell has also arranged for reimbursement, at
the rate suggested by the NYSE, to brokerage houses, nominees, custodians and
fiduciaries for the forwarding of proxy materials to the beneficial owners of
shares held of record. Proxies may also be solicited by directors, officers, and
employees of National-0ilwell, but such persons will not be specially
compensated for such services.

Voting Rights. Holders of National-Oilwell Common Stock are entitled to
one vote for each share held as of the National-Oilwell Record Date. Approval by
the National-Oilwell Stockholders of the Combination Agreement and the
transactions contemplated thereby is required by the rules of the NYSE. Such
approval requires the affirmative vote of a majority of votes cast on the
proposal, either in person or by proxy, at the National-Oilwell Meeting,
provided that the total votes cast on the proposal represent over 50% of the
outstanding shares of National-Oilwell Common Stock entitled to vote on the
proposal. Approval and adoption of the Recapitalization Plan requires the
affirmative vote of the holders of a majority of the outstanding shares of
National-0Oilwell Common Stock. National-Oilwell will count abstentions in
tabulations of votes cast, and an abstention, therefore, will have the same
effect as a vote against a proposal. Under Delaware case law, broker non-votes
(shares which are present at the meeting and for which a broker or nominee has
received no instruction by the beneficial owner as to how such owner wishes the
shares to be voted) are counted for purposes of determining whether a quorum is
present at the meeting, but are not counted for purposes of determining whether
a proposal has been approved. Thus, a broker non-vote will have the same effect
as a negative vote with regard to the proposal to approve the Recapitalization
Plan. Broker non-votes will not count as shares voting "for" or "against" with
respect to approval of the Combination Agreement and the transactions
contemplated thereby and will not be considered as shares entitled to vote on
the proposal for purposes of determining whether such proposal has been
approved.
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Auditors. Ernst & Young LLP, independent auditors, have served as the
independent auditors of National-Oilwell since 1987. Representatives of Ernst &
Young LLP plan to attend the National-Oilwell Meeting and will be available to
answer appropriate questions. Its representatives will also have an opportunity
to make a statement at the meeting if they so desire, although it is not
expected that any statement will be made.

Stockholder Proposals. Any National-0Oilwell Stockholder who wishes to
submit a proposal for action to be included in the proxy statement and form of
proxy relating to National-0Oilwell's 1998 annual meeting of stockholders is
required to submit such proposal to National-Oilwell on or before December 31,
1997.

DRECO

Purpose of the Meeting. The purpose of the Dreco Meeting is to consider
and act upon the Arrangement Resolution and such other business as may be
properly presented to the meeting.

Recommendation of the Board of Directors. THE BOARD OF DIRECTORS OF DRECO
BELIEVES THAT THE TRANSACTION IS IN THE BEST INTERESTS OF DRECO SHAREHOLDERS AND
DRECO OPTIONHOLDERS AND RECOMMENDS THAT THE DRECO SHAREHOLDERS AND DRECO
OPTIONHOLDERS VOTE IN FAVOR OF THE ARRANGEMENT RESOLUTION.

Solicitation and Voting of Proxies. The accompanying proxy is solicited
on behalf of the board of directors of Dreco for use at the Dreco Meeting. The
solicitation of proxies will be primarily by mail, but proxies may also be
solicited personally or by telephone by regular employees of Dreco without
special compensation. The cost of solicitation will be borne by Dreco. Dreco may
also pay brokers or nominees holding Dreco Common Shares in their names or in
the names of their principals for their reasonable expenses in sending
solicitation material to their principals. In addition, Dreco has engaged the
services of Beacon Hill Partners, Inc., 90 Broad Street, New York, New York, a
proxy solicitation firm, to distribute proxy solicitation materials to brokers,
banks and other nominees and to assist in the solicitation of proxies from its
shareholders for a fee of $4,500, plus mailing expenses. This Joint Proxy
Statement/Prospectus and the accompanying form of proxy were first mailed to
Dreco Shareholders and Dreco Optionholders on or about July 30, 1997.

Only holders of record of Dreco Common Shares or Dreco Options at the close
of business on the Dreco Record Date will be entitled to vote at the Dreco
Meeting, subject to the provisions of the ABCA regarding transfers of Dreco
Common Shares after the Dreco Record Date. See the "Notice of Special Meeting of
Shareholders and Optionholders" accompanying this Joint Proxy
Statement/Prospectus. At the close of business on the Dreco Record Date, there
were 7,822,822 Dreco Common Shares outstanding and 538,950 Common Shares subject
to outstanding Dreco Options.

Pursuant to the Interim Order (i) the quorum at the Dreco meeting will be
one Shareholder or Optionholder present in person or by proxy and holding or
representing any combination of 33 1/3% of the votes attaching to the Dreco
Common Shares outstanding, directly in the case of Dreco Common Shares and
derivatively in the case of Dreco Options, and (ii) the vote required to approve
the Arrangement Resolution is 66 2/3% of the votes actually cast (not counting
for this purpose abstentions, spoiled votes, illegible votes and/or defective
votes). For these purposes each Dreco Common Share carries one vote, and each
Dreco Option carries the number of votes equal to the number of Dreco Common
Shares subject to the Dreco Option.

Pursuant to the Interim Order, a proxy, in order to be acted upon at the
Dreco Meeting (or any adjournment or postponement of the Dreco Meeting) must (i)
be received by Dreco at the registered office of Dreco (as set forth in this
Joint Proxy Statement/Prospectus) or by Montreal Trust Company of Canada at its
principal transfer office in Calgary, at Suite 600, 530-8th Avenue S.W.,
Calgary, Alberta, Canada T2P 3S8 not later than 11:00 a.m. (Calgary time) on the
second day preceding the Dreco Meeting (or any adjournment or postponement
thereof) or (ii) be deposited with the scrutineers for the attention of the
Chairman at the Dreco Meeting (or any adjournment or postponement thereof).

Appointment of Proxy and Discretionary Authority. A DRECO SHAREHOLDER OR
DRECO OPTIONHOLDER HAS THE RIGHT TO APPOINT A PERSON (WHO NEED NOT BE A DRECO
SHAREHOLDER OR DRECO OPTIONHOLDER), OTHER THAN PERSONS DESIGNATED IN THE
RESPECTIVE FORM OF PROXY ACCOMPANYING THIS JOINT PROXY STATE-
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MENT/PROSPECTUS, AS NOMINEE TO ATTEND AND ACT FOR AND ON BEHALF OF SUCH
SHAREHOLDER OR OPTIONHOLDER AT THE DRECO MEETING AND MAY EXERCISE SUCH RIGHT BY
INSERTING THE NAME OF SUCH PERSON IN THE BLANK SPACE PROVIDED ON THE RESPECTIVE
FORM OF PROXY.

The Dreco Shares and Dreco Options represented by proxies at the Dreco
Meeting will be voted in accordance with the instructions of the Dreco
Shareholder or Dreco Optionholder on any ballot that may be called for and,
where the person whose proxy is solicited specifies a choice with respect to any
matter to be voted upon, his or her shares or options shall be voted in
accordance with the specifications so made.

IF A DRECO SHAREHOLDER OR DRECO OPTIONHOLDER APPOINTS A PERSON DESIGNATED
BY MANAGEMENT IN THE PROXY AS NOMINEE AND DOES NOT DIRECT THE MANAGEMENT NOMINEE
TO VOTE EITHER FOR OR AGAINST THE MATTER OR MATTERS WITH RESPECT TO WHICH AN
OPPORTUNITY TO SPECIFY HOW THE SHARES OR OPTIONS REGISTERED IN THE NAME OF SUCH
SHAREHOLDER OR OPTIONHOLDER SHALL BE VOTED, THE PROXY SHALL BE VOTED FOR SUCH
MATTER OR MATTERS PROPOSED IN THIS JOINT PROXY STATEMENT/PROSPECTUS.

THE FORMS OF PROXY ACCOMPANYING THIS JOINT PROXY STATEMENT/PROSPECTUS
CONFER DISCRETIONARY AUTHORITY UPON THE PROXY NOMINEES WITH RESPECT TO
AMENDMENTS OR VARIATIONS TO THE MATTERS IDENTIFIED IN THE ACCOMPANYING NOTICE OF
THE DRECO MEETING AND OTHER MATTERS WHICH MAY PROPERLY COME BEFORE THE DRECO
MEETING. Dreco management knows of no matters to come before the Dreco Meeting
other than the matters referred to in the accompanying Notice of the Dreco
Meeting. However, if any other matters which are not now known to management
should properly come before the Dreco Meeting, the Dreco Shares and Dreco
Options represented by proxies in favor of management nominees will be voted on
such matters in accordance with the best judgment of the proxy nominee.

Revocation of Proxies. Proxies given by Dreco Shareholders or Dreco
Optionholders for use at the Dreco Meeting may be revoked at any time prior to
their use. A Dreco Shareholder or Dreco Optionholder giving a proxy may revoke
the proxy (i) by instrument in writing executed by the Dreco Shareholder or
Dreco Optionholder or by his or her attorney authorized in writing, or, if the
Dreco Shareholder is a corporation, under its corporate seal by an officer or
attorney thereof duly authorized indicating the capacity under which such
officer or attorney is signing, and deposited at the registered office of Dreco
(as set forth in this Joint Proxy Statement/Prospectus) or with Montreal Trust
Company of Canada at its principal transfer office in Calgary at Suite 600,
530-8th Avenue S.W. Calgary, Alberta, Canada T2P 3S8 not later than 11:00 a.m.
(Calgary time), in each case on the second business day preceding the day of the
Dreco Meeting, or any adjournment or postponement thereof, or with the
scrutineers for the attention of the chairman of the Dreco Meeting on the day of
such Dreco Meeting or adjournment or postponement thereof, (ii) by a duly
executed and deposited proxy bearing a later date or time than the date or time
of the proxy being revoked, (iii) by voting in person at the Dreco Meeting
(although attendance at the Dreco Meeting will not in and of itself constitute a
revocation of a proxy) or (iv) in any other manner permitted by law.

Auditors. Coopers & Lybrand has served as Dreco's auditors since 1979,
although during Dreco's reorganization proceedings, Dreco's financial statements
for the fiscal years ended August 31, 1983, 1984 and 1985 were not audited.
Representatives of Coopers & Lybrand plan to attend the Dreco Meeting and will
be available to answer appropriate questions. Its representatives will also have
an opportunity to make a statement at the meeting if they so desire, although it
is not expected that any statement will be made.

Shareholder Proposals. Any Dreco Shareholder who wishes to submit a
proposal for action to be included in the proxy statement and form of proxy
relating to Dreco's 1998 annual meeting of shareholders is required to submit
such proposal to Dreco on or before August 9, 1997. If the Transaction is
consummated, National-0Oilwell will be the only holder of a Dreco Common Share,
of which there will be only one authorized.
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THE TRANSACTION
BACKGROUND

In December 1996, Dreco management was approached by a major oilfield
products and services supplier concerning a possible acquisition of or business
combination with Dreco. In response to these general discussions, on January 13,
1997, the Dreco board of directors established a special committee comprised of
Messrs. Jerry E. Goldress, P. Stuart Grant, Glenn E. Taylor, Jr., and Ronald A.
Robinson. Shortly thereafter, the special committee retained Credit Suisse First
Boston as its exclusive financial advisor in connection with the discussions
with such supplier or any other party regarding a sale of, or business
combination involving, Dreco. In February 1997, such supplier advised Dreco that
it would be delayed in pursuing discussions with Dreco.

On March 11, 1997, April 3, 1997 and April 4, 1997, the Dreco board of
directors met to review strategic alternatives available to Dreco. At the April
4, 1997 meeting, the Dreco board of directors instructed Dreco management to
informally investigate, assess and make recommendations to the board of
directors respecting strategic alternatives and, pursuant to this instruction,
Dreco management held preliminary discussions with several other participants in
the oilfield products and services industry.

In early April 1997 National-0Oilwell management contacted Dreco management
to arrange a preliminary meeting to discuss National-Oilwell's interest in a
combination with Dreco. On April 18, 1997, National-Oilwell management met with
representatives of Merrill Lynch to discuss a possible transaction as well as
potential exchange ratios and to establish criteria for an initial valuation and
on April 20, 1997, retained Merrill Lynch as its financial adviser in connection
with the Transaction.

Oon April 21, 1997, management of National-Oilwell and Dreco first met in
Edmonton, Alberta, Canada to discuss the strategic fit and other matters
regarding a possible combination based upon a stock-for-stock exchange. A series
of meetings and teleconferences involving National-Oilwell management, its
executive committee of the board of directors and Merrill Lynch representatives
resulted in a teleconference between management of the two companies on April
24, 1997 that outlined a possible transaction and structure.

Management of Dreco presented the possible transaction and structure to
members of the special committee of the Dreco board of directors and
representatives of Credit Suisse First Boston on April 25, 1997. Discussions
continued and on April 30, 1997, representatives of both companies signed a
confidentiality agreement and met, along with their respective financial
advisors, to exchange financial data and operating information. Additional
discussions and exchanges of data occurred over the next five days. During the
period from May 1 to May 9, 1997, the management of Dreco had telephone
discussions with members of the Dreco board of directors to advise them of the
status of the discussions.

on May 5, 1997, the board of directors of National-Oilwell met along with
management and Merrill Lynch representatives to consider the potential
combination and review the proposed terms and the combination effects. Prior to
the meeting, the directors received materials prepared by management and Merrill
Lynch, along with current financial statements filed by Dreco with the SEC and
other public data on Dreco. All of the directors of National-0ilwell were
present at the meeting, and they unanimously authorized management to pursue
further discussions regarding a potential combination on terms similar to those
discussed.

Negotiations continued over the following week, including discussions
between management and U.S. and Canadian counsel for both companies of various
terms of the combination.

On May 13, 1997, the board of directors of National-Oilwell met to review
the final terms of the proposed combination as set forth in the Combination
Agreement. At the meeting, Merrill Lynch rendered its oral opinion, confirmed by
subsequent written opinion dated May 13, 1997, that as of the date thereof and
based upon and subject to the factors and assumptions set forth therein, the
Exchange Ratio was fair to National-Oilwell from a financial point of view. See
"-- Opinions of Financial Advisors -- Opinion of Merrill Lynch." Each of the
National-0Oilwell directors, along with members of management and outside counsel
were present at the meeting, and the directors unanimously approved the proposed
combination and the Combination Agreement.
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Oon May 13, 1997, the board of directors of Dreco met to review the final
terms of the proposed combination as set forth in the Combination Agreement. At
the meeting, Credit Suisse First Boston delivered its oral opinion, which was
confirmed by a written opinion dated May 13, 1997, that as of such date and
based upon and subject to the matters set forth therein, the Exchange Ratio was
fair to the Dreco Shareholders from a financial point of view. See "-- Opinions
of Financial Advisors -- Opinion of Credit Suisse First Boston." Nine of the
eleven Dreco directors, along with members of management and outside counsel
were present at the meeting, and the directors unanimously approved the proposed
combination and the Combination Agreement.

On May 14, 1997, the Combination Agreement was executed and delivered on
behalf of both companies and an announcement thereof was released to the public
prior to the opening of the respective stock exchanges.

Throughout the negotiations between the two parties, various material terms
were proposed and discussed. Initially, management of the two companies
discussed a possible combination based on a stock-for-stock exchange. During the
negotiation of the material terms, the two companies discussed potential
break-up fees for various terminations of the Combination Agreement, with
National-0Oilwell requesting an option to acquire Dreco stock, and a potential
exchange ratio of one Exchangeable Share for each Dreco Common Share. The
managements ultimately reached a preliminary understanding subject to board
approval and the signing of a definitive agreement that there would be certain
break-up fees, but National-Oilwell would forego its request for an option to
purchase Dreco stock. The parties also reached a preliminary understanding that
the Exchange Ratio of Exchangeable Shares for Dreco Common Shares would be
1.2:1, subject to adjustment in certain circumstances. These terms became the
final terms when both boards of directors approved the understandings during the
night of May 13, 1997 and a definitive agreement was signed before the market
opened on May 14, 1997. See "-- The Combination Agreement -- Termination Fee"
and "-- The Combination Agreement -- Exchange Ratio Adjustment."

REASONS FOR THE TRANSACTION

Each of National-Oilwell and Dreco believes that the Transaction will allow
the two companies to combine their resources to enhance their ability to compete
in the oilfield products and services industry. The board of directors of
National-0Oilwell considered the following reasons in unanimously approving the
Transaction:

1. The anticipated business advantages resulting from the combination
of the two companies, specifically:

a) The ability of the combined companies to provide a more complete
rig package to customers. This will result through the combination of
National-Oilwell's oilfield equipment operations (which emphasize the
major machinery components of a drilling rig) and Dreco's rig
fabrication business (which emphasizes the design and construction of
derricks, masts and substructures).

b) The attractiveness to many customers of the combination of
Dreco's engineering expertise with the size and after-market support of
National-0ilwell.

c) The addition of Dreco's downhole products business as a third
business segment and the ability of the combined company to market and
deliver Dreco's line of downhole products through National-0Oilwell's
extensive distribution system.

2. The benefits to the National-Oilwell Stockholders of increasing
the number of publicly traded shares of National-Oilwell. This increase is
expected to result in corresponding increases in market capitalization,
trading volume and institutional interest in National-Oilwell's business
and securities.

3. The benefits to National-Oilwell that will result from a stronger
balance sheet and larger absolute size, such as increased access to capital
and financial markets, which National-Oilwell anticipates will lower the
future costs of equity and debt transactions.
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In addition to the foregoing reasons, the board of directors of
National-0ilwell also considered the opinion of Merrill Lynch dated May 13, 1997
to the effect that, as of such date and based on and subject to the factors and
assumptions set forth therein, the Exchange Ratio was fair, from a financial
point of view, to National-Oilwell. See "-- Opinions of Financial
Advisors -- Opinion of Merrill Lynch."

The National-Oilwell board of directors also considered as a potential
disadvantage the potential increase of National-Oilwell's reliance on revenue
from a limited number of large contracts due to Dreco's reliance on such
revenue. See "Risk Factors -- Dreco's Reliance on Significant Contracts."

The board of directors of Dreco considered the following factors in
approving the Transaction:

1. The general trend in the oilfield products and services industry
is towards fewer, larger suppliers who are able to supply a broad range of
oilfield products and services to their customers. The combined entity will
provide a broader range of products and services, which the board of
directors of Dreco believes will make it a more attractive supplier to the
industry.

2. The combined entity is expected to be less exposed to risk of a
downturn in the new rig and equipment construction segment than Dreco would
be on a stand-alone basis. The combined entity is expected to be more
diversified across the industry segments, combining National-0Oilwell's
conventional product businesses with Dreco's specialized product
engineering and manufacturing businesses. The combined entity is expected
to be less subject to fluctuations in demand in any particular segment of
the oilfield products and services industry.

3. The combined entity will be significantly larger than Dreco and
will be able to compete more effectively if the industry consolidation
trend continues.

4. The Transaction can be effected on a tax deferred basis for most
Dreco Shareholders and Dreco Optionholders resident in Canada or the United
States.

5. The management of Dreco believes that trading prices of the
Exchangeable Shares would reasonably be expected to closely follow trading
prices of National-0Oilwell Common Stock, resulting in holders of
Exchangeable Shares holding securities which would trade in a larger, more
liquid market than that presently existing for Dreco Common Shares.

6. The combined entity will have a stronger balance sheet and larger
absolute size than Dreco, which should result in increased access to
capital and financial markets.

7. The oral opinion of Credit Suisse First Boston, delivered to the
board of directors of Dreco on May 13, 1997 and subsequently confirmed in
writing, that, as of such date and based upon and subject to the matters
set forth therein, the Exchange Ratio was fair to the Dreco Shareholders
from a financial point of view. See "-- Opinions of Financial
Advisors -- Opinion of Credit Suisse First Boston."

In view of the variety of factors considered in connection with their
evaluations of the Transaction, neither the National-0Oilwell nor the Dreco board
of directors found it practicable to and did not quantify or otherwise assign
relative strengths to the specific factors considered. For risk factors related
to the Transaction considered at various times by the two companies, see "Risk
Factors."

OPINIONS OF FINANCIAL ADVISORS
OPINION OF MERRILL LYNCH

In April 1997 National-0ilwell retained Merrill Lynch to act as its
financial advisor in connection with a possible business combination between
National-0Oilwell and Dreco. On May 13, 1997 Merrill Lynch rendered to the
National-0ilwell board of directors its oral opinion, later confirmed in writing
(the "Merrill Lynch Opinion"), that, as of such date and based upon and subject
to the factors and assumptions set forth therein, the Exchange Ratio was fair to
National-0ilwell from a financial point of view. Merrill Lynch subsequently
confirmed as of the date hereof the Merrill Lynch Opinion. No limitations were
imposed by the board of directors of National-0ilwell upon Merrill Lynch with
respect to the investigations made or procedures followed by Merrill Lynch in
rendering the Merrill Lynch Opinion.
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THE FULL TEXT OF THE MERRILL LYNCH OPINION, WHICH SETS FORTH THE
ASSUMPTIONS MADE, MATTERS CONSIDERED AND QUALIFICATIONS AND LIMITATIONS ON THE
REVIEW UNDERTAKEN BY MERRILL LYNCH, IS ATTACHED AS ANNEX H TO THIS JOINT PROXY
STATEMENT/PROSPECTUS AND IS INCORPORATED HEREIN BY REFERENCE. MERRILL LYNCH HAS
CONSENTED TO THE USE OF APPENDIX H, CONTAINING THE MERRILL LYNCH OPINION, IN
THIS JOINT PROXY STATEMENT/PROSPECTUS, AND TO THE REFERENCES TO MERRILL LYNCH
UNDER THE HEADINGS "SUMMARY" AND "THE TRANSACTION" IN THIS JOINT PROXY
STATEMENT/PROSPECTUS. IN GIVING SUCH CONSENT MERRILL LYNCH DOES NOT ADMIT THAT
IT COMES WITHIN THE CATEGORY OF PERSONS WHOSE CONSENT IS REQUIRED UNDER SECTION
7 OF THE SECURITIES ACT OR THE RULES AND REGULATIONS OF THE SEC PROMULGATED
THEREUNDER, NOR DOES MERRILL LYNCH ADMIT THAT IT IS AN EXPERT WITH RESPECT TO
ANY PART OF THE REGISTRATION STATEMENT IN WHICH THIS JOINT PROXY
STATEMENT/PROSPECTUS IS INCLUDED WITHIN THE MEANING OF THE TERM "EXPERTS" AS
USED IN THE SECURITIES ACT OR THE RULES AND REGULATIONS OF THE SEC PROMULGATED
THEREUNDER. THE SUMMARY OF THE MERRILL LYNCH OPINION SET FORTH IN THIS JOINT
PROXY STATEMENT/PROSPECTUS IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULL
TEXT OF SUCH OPINION. NATIONAL-OILWELL STOCKHOLDERS ARE URGED TO READ SUCH
OPINION IN ITS ENTIRETY. THE MERRILL LYNCH OPINION WAS PROVIDED TO THE
NATIONAL-OILWELL BOARD OF DIRECTORS FOR ITS INFORMATION AND IS DIRECTED ONLY TO
THE FAIRNESS, FROM A FINANCIAL POINT OF VIEW, OF THE EXCHANGE RATIO TO
NATIONAL-OILWELL, DOES NOT ADDRESS THE MERITS OF THE UNDERLYING DECISION BY
NATIONAL-OILWELL TO ENGAGE IN THE TRANSACTION, AND DOES NOT CONSTITUTE A
RECOMMENDATION TO ANY NATIONAL-OILWELL STOCKHOLDER AS TO HOW SUCH STOCKHOLDER
SHOULD VOTE WITH RESPECT TO THE COMBINATION AGREEMENT OR ANY MATTER RELATED
THERETO.

The Exchange Ratio was determined through negotiations between
National-0ilwell and Dreco and was approved by the National-Oilwell board of
directors.

The summary set forth below does not purport to be a complete description
of the analyses underlying the Merrill Lynch Opinion or the presentation made by
Merrill Lynch to the National-0Oilwell board of directors. The preparation of a
fairness opinion is a complex analytical process involving various
determinations as to the most appropriate and relevant methods of financial
analysis and the application of those methods to the particular circumstances
and, therefore, such an opinion is not readily susceptible to partial analysis
or summary description. In arriving at its opinion, Merrill Lynch did not
attribute any particular weight to any analysis or factor considered by it, but
rather made qualitative judgments as to the significance and relevance of each
analysis and factor. Accordingly, Merrill Lynch believes that its analyses must
be considered as a whole, that all factors considered as a whole, and not
individually, were material to the process underlying its opinion, and that
selecting portions of its analyses, without considering all analyses, would
create an incomplete view of the process underlying its opinion.

In performing its analyses, numerous assumptions were made with respect to
industry performance, general business, economic, market and financial
conditions and other matters, many of which are beyond the control of Merrill
Lynch, National-Oilwell or Dreco. Any estimates contained in the analyses
performed by Merrill Lynch are not necessarily indicative of actual values or
future results, which may be significantly more or less favorable than suggested
by such analyses. Additionally, estimates of the value of businesses or
securities do not purport to be appraisals or to reflect the prices at which
such business or securities might actually be sold. Accordingly, such analyses
and estimates are inherently subject to substantial uncertainty. In addition, as
described above, the Merrill Lynch Opinion and Merrill Lynch's presentation to
the National-Oilwell board of directors were among several factors taken into
consideration by the National-Oilwell board of directors in making its
determination to approve the Combination Agreement. Consequently, the Merrill
Lynch analyses described below should not be viewed as determinative of the
decision of the National-Oilwell board of directors or National-0ilwell's
management with respect to the fairness of the Exchange Ratio.

In arriving at its opinion, Merrill Lynch, among other things: (i) reviewed
certain publicly available business and financial information relating to each
of National-Oilwell and Dreco which Merrill Lynch deemed to be relevant, (ii)
reviewed certain information, including financial forecasts, relating to the
business, earnings, cash flow, assets, liabilities and prospects of
National-0ilwell and Dreco furnished to Merrill Lynch by National-0ilwell's and
Dreco's managements, as well as the amount and timing of the cost savings and
related expenses and synergies expected to result from the Transaction furnished
to Merrill Lynch by the management of National-Oilwell (the "Expected Savings
and Synergies"), (iii) conducted discussions with members of senior management
and representatives of National-Oilwell and Dreco concerning their
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respective businesses and prospects before and after giving effect to the
Transaction; (iv) reviewed the historical market prices and valuation multiples
for National-0ilwell Common Stock and Dreco Common Shares and compared them with
those of certain publicly traded companies which Merrill Lynch deemed to be
comparable, (v) reviewed the results of operations of National-0Oilwell and Dreco
and compared them with certain companies which Merrill Lynch deemed to be
comparable, (vi) compared the financial terms of the Transaction with the
financial terms of certain other transactions which Merrill Lynch deemed to be
comparable, (vii) reviewed the potential pro forma impact of the Transaction on
the capitalization, earnings and cash flow of National-Oilwell, (viii) reviewed
drafts dated May 12, 1997 of the Combination Agreement and various related
documents and instruments (collectively, the "Documents"), and (ix) reviewed
such other financial studies and analyses and took into account such other
matters as Merrill Lynch deemed necessary.

In preparing its opinion, Merrill Lynch relied upon and assumed, without
independent verification, the accuracy and completeness of all information that
was publicly available or was supplied or otherwise made available to Merrill
Lynch by Dreco and National-0Oilwell, or otherwise reviewed by Merrill Lynch, and
Merrill Lynch has not assumed any responsibility or liability therefor. Merrill
Lynch has not conducted any valuation or appraisal of any assets or liabilities
of Dreco or National-0ilwell, nor have any such valuation or appraisals been
provided to Merrill Lynch. In addition, in preparing its opinion, Merrill Lynch
did not make any physical inspections of the properties or assets of Dreco or
National-0Oilwell. With respect to the financial forecasts furnished by Dreco and
National-Oilwell, Merrill Lynch assumed that such forecasts were reasonably
prepared based on assumptions reflecting the best currently available estimates
and judgements by Dreco's and National-0Oilwell's managements, respectively, as
to the expected future prospects of Dreco and National-Oilwell to which such
forecasts relate. With respect to the publicly available analysts' earnings
forecasts for National-Oilwell, Dreco and other entities used by Merrill Lynch
in preparing its opinion, Merrill Lynch assumed that they were reasonably
prepared and reflected the best publicly available information. With respect to
the financial forecast information and the Expected Savings and Synergies
discussed with Merrill Lynch by National-0Oilwell, Merrill Lynch assumed that
they were reasonably prepared and reflected the best currently available
estimates and judgment of National-0Oilwell's management as to the expected
future financial performance of, or expenses or benefits to, National-Oilwell or
Dreco, as the case may be (including after taking into account the impact of the
Transaction) and that in all material respects they will be realized in the
amounts and times indicated thereby. Merrill Lynch expressed no opinion as to
such financial forecast information, the publicly available analysts' earnings
forecasts or the Expected Savings and Synergies or the assumptions on which they
were based. Merrill Lynch also assumed that the Transaction will constitute a
reorganization within the meaning of Section 368 of the U.S. Code, and qualify
for accounting treatment as a pooling of interests.

For purposes of rendering its opinion Merrill Lynch assumed, in all
respects material to its analysis, that the representations and warranties of
each party to the Documents contained therein are true and correct, that each
party to the Documents will perform all of the covenants and agreements required
to be performed by such party under such Documents and that all conditions to
the consummation of the Transaction will be satisfied without waiver thereof.

Merrill Lynch also assumed that all material governmental, regulatory or
other consents and approvals will be obtained in connection with the Transaction
and that in the course of obtaining any necessary governmental, regulatory or
other consents and approvals, or any amendments, modifications or waivers to any
documents to which either of National-0Oilwell or Dreco is party, no restrictions
will be imposed or amendments, modifications or waivers made that would have any
material adverse effect on the contemplated benefits to National-0ilwell of the
Transaction.

The Merrill Lynch Opinion is necessarily based upon market, economic and
other conditions as they existed on, and could be evaluated as of, the date of
such opinion. Merrill Lynch was not asked to consider, and the Merrill Lynch
Opinion does not in any manner address, the price at which shares of
National-0ilwell Common Stock will actually trade following consummation of the
Transaction.
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The following is a brief summary of the material analyses presented by
Merrill Lynch to the National-Oilwell board of directors in connection with the
rendering of the Merrill Lynch Opinion.

The valuation methodologies outlined below were used to make a
determination of Dreco's enterprise value. Dreco's debt as at February 28, 1997
was then subtracted, and cash as at February 28, 1997 was added to derive its
equity value. Such equity value was divided by the fully diluted shares
outstanding as of February 28, 1997, using the treasury stock method, to
determine Dreco's per share equity value. From the summary per share equity
value ranges determined by Merrill Lynch by the valuation methodologies, Merrill
Lynch determined a relevant per share equity value range for Dreco of $46.00 to
$55.00. Therefore, the ratio of the National-Oilwell stock price at May 12, 1997
of $39.13 to the relevant per share equity value range for Dreco determined by
Merrill Lynch of $46.00 to $55.00 was in the range of 1.18 to 1.41, compared
with the Exchange Ratio of 1.20.

Comparable Transactions Analysis. Merrill Lynch reviewed certain publicly
available information regarding fourteen selected oil services industry
transactions from January 1994 to the present. The comparable transactions and
the dates of the transactions are as follows: Baker Hughes Incorporated's
acquisition of Drilex International Inc. (pending), Tidewater Inc.'s acquisition
of Ocean Group plc (pending), Camco International Inc.'s acquisition of
Production Operators Corp. (pending), Baker Hughes Incorporated's acquisition of
Petrolite Corporation (pending), Halliburton Company's acquisition of Landmark
Graphics Corporation (October 1996), BJ Services Company's acquisition of NOWSCO
Well Service Ltd. (June 1996), Tuboscope Vetco International Corporation's
acquisition of Drexel 0ilfield Services (April 1996), Tidewater Inc.'s
acquisition of Hornbeck Offshore Services, Inc. (March 1996), Weatherford
International Incorporated's acquisition of Enterra Corporation (October 1995),
BJ Services Company's acquisition of Western Company of North America (April
1995), Tidewater Inc.'s acquisition of Halliburton Compression (November 1994),
Enterra Corporation's acquisition of Total Energy Services Co. (August 1994),
Dresser Industries, Inc.'s acquisition of Wheatly TXT Corporation (August 1994)
and Dresser Industries, Inc.'s acquisition of Baroid Corporation (January 1994)
(collectively, the "Comparable Transactions")

Merrill Lynch analyzed the multiples of the Total Consideration (defined as
market value of equity at the transaction price, plus debt, less cash) and last
twelve months ("LTM") earnings before tax, depreciation and amortization
("EBITDA") for the Comparable Transactions, which produced a summary reference
multiple range of 10.0x to 12.0x. The summary reference multiple range produced
an implied per share equity value range for Dreco of $40.86 to $48.49. Merrill
Lynch also analyzed the multiples of the Equity Consideration (defined as market
value of equity at the transaction price) and then publicly available LTM net
income of the Comparable Transactions, which produced a summary reference
multiple range 25.0x to 35.0x. The summary reference multiple range produced an
implied per share equity value range for Dreco of $51.38 to $71.94. Based on the
foregoing analyses, Merrill Lynch determined a summary reference range of per
share values for Dreco of $45.00 to $55.00.

No transaction in the comparable transaction analysis was identical to
National-0Oilwell's business combination with Dreco. Accordingly, analysis of the
results of this comparison is not purely mathematical; rather, it involves
complex considerations and judgments concerning differences in historical and
projected financial and operating characteristics of the comparable acquired
companies and other factors that could affect the acquisition value of such
companies and Dreco.

Comparable Public Company Analysis. Using publicly available information,
Merrill Lynch compared certain financial and operating information and projected
financial performance (reflecting a composite of research analysts' estimates)
of Dreco and National-Oilwell with (i) the following publicly traded companies
that Merrill Lynch deemed to be comparable: Camco International Inc., Energy
Ventures, Inc., Tuboscope Vetco International Corporation and Weatherford
Enterra, Inc. (the "Selected Comparables") and (ii) the following publicly
traded medium capitalized oilfield service companies: BJ Services Company, Camco
International Inc., Cooper Cameron Corporation, J. Ray McDermott S.A., Smith
International, Inc., Tidewater Inc., Varco International, Inc. and Weatherford
Enterra, Inc. (the "Mid-Cap Comparables").
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Merrill Lynch analyzed various multiples for both the Selected Comparables
and the Mid-Cap Comparables, including: (i) Market Capitalization (defined as
the market value of equity, plus debt, less cash) as a multiple of estimated
1997 EBITDA, (ii) Market Capitalization as a multiple of estimated 1998 EBITDA,
(iii) Market Value (defined as the market value of the equity) as a multiple of
estimated 1997 net income and (iv) Market Value as a multiple of calendarized
estimated 1998 net income. Such analyses produced the following summary
reference multiples ranges: (i) Market Capitalization to estimated 1997 EBITDA
of 9.0x to 11.0x, (ii) Market Capitalization to estimated 1998 EBITDA of 7.0x to
9.0x, (iii) Market Value to estimated 1997 net income of 18.0x to 21.0x and (iv)
Market Value to estimated 1998 net income of 14.0x to 16.0x.

The summary reference multiples ranges produced implied per share equity
value ranges for Dreco as follows: (i) the Market Capitalization to estimated
1997 EBITDA summary reference multiple range of 9.0x to 11.0x produced an
implied per share equity value range of $48.12 to $58.22, (ii) the Market
Capitalization to estimated 1998 EBITDA summary reference multiple range of 7.0x
to 9.0x produced an implied per share equity value range of $48.97 to $62.19,
(iii) the Market Value to estimated 1997 net income summary reference multiple
range of 18.0x to 21.0x produced an implied per share equity value range of
$54.94 to $64.10, and (iv) the Market Value to estimated 1998 net income summary
reference multiple range of 14.0x to 16.0x produced an implied per share equity
value range of $56.34 to $64.39. Based upon the foregoing analyses, Merrill
Lynch determined a summary reference range of per share equity values for Dreco
of $48.00 to $60.00.

No company utilized in the comparable company analysis was identical to
Dreco. Accordingly, an analysis of the results of this comparison is not purely
mathematical; rather, it involves complex considerations and judgements
concerning differences in historical and projected financial and operating
characteristics of the comparable companies and other factors that could affect
the value of such companies and Dreco.

Discounted Cash Flow Analysis. Using a modified discounted cash flow
methodology, Merrill Lynch calculated a range of per share values for Dreco
based on Dreco management projections adjusted after discussion with
National-Oilwell and Dreco managements. Using this methodology and a range of
discount rates from 11.0% to 13.0%, Merrill Lynch determined a summary reference
range of per share values for Dreco of $46.00 to $53.50.

Engagement of Merrill Lynch. Pursuant to a letter agreement between
National-Oilwell and Merrill Lynch, National-0Oilwell has paid Merrill Lynch a
fee of $250,000, and will become obligated to pay Merrill Lynch an additional
fee of $1,750,000 payable upon the closing of the Transaction or other business
combination consummated prior to April 29, 1998. In addition, if
National-0Oilwell receives or becomes entitled to any fee or reimbursement of
expenses as a result of the termination of the Documents, National-Oilwell shall
pay Merrill Lynch 15% of any such amounts less any amounts paid pursuant to the
aforementioned fees. National-Oilwell also agreed to reimburse Merrill Lynch for
its reasonable out-of-pocket expenses, including certain reasonable fees and
disbursements of its legal counsel, not to exceed $100,000. Additionally,
National-0Oilwell agreed to indemnify Merrill Lynch and certain related persons
for certain liabilities related to or arising out of its engagement, including
liabilities under the federal securities laws.

National-Oilwell retained Merrill Lynch based upon Merrill Lynch's
experience and expertise. Merrill Lynch is an internationally recognized
investment banking and advisory firm. Merrill Lynch, as part of its investment
banking business, is continuously engaged in the valuation of businesses and
securities in connection with mergers and acquisitions, negotiated underwriting,
competitive biddings, secondary distributions of listed and unlisted securities,
private placements and valuations for corporate and other purposes. Merrill
Lynch has, in the past, provided financing services to National-0ilwell and
financial advisory services to one of National-Oilwell's principal stockholders,
and may continue to do so, and has received, and may receive, fees for the
rendering of such services. In particular, Merrill Lynch acted as the lead
managing underwriter in National-Oilwell's initial public offering of shares of
National-0ilwell Common Stock in October 1996. In connection with that offering,
Merrill Lynch made certain investigations of National-0Oilwell and became
generally familiar with its business at such time. In the ordinary course of its
business, Merrill Lynch and its affiliates may actively trade the debt and
equity securities of National-Oilwell and Dreco (and
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anticipate trading after the Transaction in the securities of National-0ilwell
and Dreco) for their own account and for the accounts of customers and,
accordingly, may at any time hold a long or short position in such securities.

OPINION OF CREDIT SUISSE FIRST BOSTON

Dreco retained Credit Suisse First Boston on January 15, 1997 as the
exclusive financial advisor to the special committee of the board of directors
of Dreco in connection with the possible sale of, or business combination
involving, Dreco. Credit Suisse First Boston was selected by Dreco based on
Credit Suisse First Boston's experience, expertise and familiarity with Dreco
and its business. Credit Suisse First Boston is an internationally recognized
investment banking firm and is regularly engaged in the valuation of businesses
and securities in connection with mergers and acquisitions, leveraged buyouts,
negotiated underwritings, competitive biddings, secondary distributions of
listed and unlisted securities, private placements and valuations for corporate
and other purposes.

In connection with Credit Suisse First Boston's engagement, Dreco requested
that Credit Suisse First Boston evaluate the fairness of the Exchange Ratio from
a financial point of view. On May 13, 1997, Credit Suisse First Boston delivered
to the board of directors of Dreco an oral opinion, which was subsequently
confirmed in writing, that as of such date and based upon and subject to the
matters set forth therein, the Exchange Ratio was fair to the Dreco Shareholders
from a financial point of view. Credit Suisse First Boston subsequently
delivered to the board of directors of Dreco its written opinion dated the date
hereof that, as of such date and based upon and subject to the matters set forth
therein, the Exchange Ratio was fair to the Dreco Shareholders from a financial
point of view. No limitations were imposed by the board of directors of Dreco
upon Credit Suisse First Boston with respect to the investigations made or
procedures followed by Credit Suisse First Boston in rendering its opinions.

THE FULL TEXT OF THE CREDIT SUISSE FIRST BOSTON OPINION, WHICH SETS FORTH
THE PROCEDURES FOLLOWED, ASSUMPTIONS MADE, MATTERS CONSIDERED AND LIMITATIONS ON
THE REVIEW UNDERTAKEN, IS ATTACHED AS ANNEX I TO THIS JOINT PROXY
STATEMENT/PROSPECTUS AND IS INCORPORATED HEREIN BY REFERENCE. CREDIT SUISSE
FIRST BOSTON HAS CONSENTED TO THE INCLUSION OF THE CREDIT SUISSE FIRST BOSTON
OPINION AS ANNEX I TO THIS JOINT PROXY STATEMENT/PROSPECTUS AND TO THE
REFERENCES MADE TO CREDIT SUISSE FIRST BOSTON, THE CREDIT SUISSE FIRST BOSTON
OPINION AND ITS OPINION DATED MAY 13, 1997 IN THE JOINT PROXY
STATEMENT/PROSPECTUS UNDER THE CAPTIONS ENTITLED "SUMMARY -- OPINIONS OF
FINANCIAL ADVISORS", "SUMMARY -- THE TRANSACTION -- REASONS FOR THE
TRANSACTION", "THE TRANSACTION -- BACKGROUND", AND "THE TRANSACTION -- OPINIONS
OF FINANCIAL ADVISORS -- OPINION OF CREDIT SUISSE FIRST BOSTON". IN GIVING SUCH
CONSENT, CREDIT SUISSE FIRST BOSTON DOES NOT ADMIT THAT IT COMES WITHIN THE
CATEGORY OF PERSONS WHOSE CONSENT IS REQUIRED UNDER, NOR DOES IT ADMIT THAT IT
IS AN "EXPERT" FOR PURPOSES OF, THE SECURITIES ACT AND THE RULES AND REGULATIONS
PROMULGATED THEREUNDER. DRECO SHAREHOLDERS ARE URGED TO READ THE CREDIT SUISSE
FIRST BOSTON OPINION CAREFULLY IN ITS ENTIRETY. THE CREDIT SUISSE FIRST BOSTON
OPINION IS DIRECTED TO DRECO'S BOARD OF DIRECTORS AND RELATES ONLY TO THE
FAIRNESS OF THE EXCHANGE RATIO TO DRECO SHAREHOLDERS FROM A FINANCIAL POINT OF
VIEW, DOES NOT ADDRESS ANY OTHER ASPECT OF THE TRANSACTION AND DOES NOT
CONSTITUTE A RECOMMENDATION TO ANY DRECO SHAREHOLDER AS TO HOW SUCH DRECO
SHAREHOLDER SHOULD VOTE AT THE DRECO MEETING. THE SUMMARY OF THE CREDIT SUISSE
FIRST BOSTON OPINION SET FORTH IN THIS JOINT PROXY STATEMENT/PROSPECTUS IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULL TEXT THEREOF.

In arriving at its opinion, Credit Suisse First Boston reviewed certain
publicly available business and financial information relating to
National-Oilwell and Dreco, as well as the Combination Agreement, the Voting and
Exchange Trust Agreement, the Support Agreement, the Plan of Arrangement and the
appendices thereto. Credit Suisse First Boston also reviewed certain other
information relating to National-Oilwell and Dreco, including financial
forecasts, provided to Credit Suisse First Boston by National-0ilwell and Dreco,
and met with the managements of National-0Oilwell and Dreco to discuss the
businesses and prospects of National-Oilwell and Dreco. Credit Suisse First
Boston also considered certain financial and stock market data of
National-0ilwell and Dreco and compared that data with similar data for other
publicly held companies in businesses similar to National-0ilwell and Dreco and
considered the financial terms of certain other business combinations and other
transactions which have recently been effected or were then pending.
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Credit Suisse First Boston also considered such other information, financial
studies, analyses and investigations and financial, economic and market criteria
which Credit Suisse First Boston deemed relevant.

In connection with its review, Credit Suisse First Boston did not assume
any responsibility for independent verification of the information provided to
or otherwise reviewed by it and relied on such information being complete and
accurate in all material respects. With respect to financial forecasts, Credit
Suisse First Boston assumed that such forecasts had been prepared on bases
reflecting the best currently available estimates and judgments of the
managements of National-Oilwell and Dreco as to the future financial performance
of National-0ilwell and Dreco. In addition, Credit Suisse First Boston did not
make an independent evaluation or appraisal of the assets or liabilities
(contingent or otherwise) of National-Oilwell or Dreco, nor was Credit Suisse
First Boston furnished with any such evaluations or appraisals. The Credit
Suisse First Boston Opinion was necessarily based upon information available to
Credit Suisse First Boston, and the financial, economic, market and other
conditions as they existed and could be evaluated, on the date of the Credit
Suisse First Boston Opinion. Credit Suisse First Boston did not express any
opinion as to (i) what the value of the National-Oilwell Common Stock actually
will be for purposes of any election by a Dreco Shareholder or when the
National-0ilwell Common Stock is issued to Dreco Shareholders at the election of
National-Oilwell, (ii) the prices at which the National-Oilwell Common Stock
will trade subsequent to the Transaction or (iii) the cash amount or other
consideration to be received by Dreco Shareholders upon an exchange of
Exchangeable Shares.

The summary set forth below does not purport to be a complete description
of the analyses underlying the Credit Suisse First Boston Opinion. The
preparation of a fairness opinion is a complex analytic process involving
various determinations as to the most appropriate and relevant methods of
financial analyses and the application of those methods to the particular
circumstances and, therefore, such an opinion is not readily susceptible to
summary description. In arriving at its opinions, Credit Suisse First Boston did
not attribute any particular weight to any analysis or factor considered by it,
but rather made qualitative judgments as to the significance and relevance of
each analysis and factor. Accordingly, Credit Suisse First Boston believes that
its analyses must be considered as a whole, that all factors considered, as a
whole and not individually, were material to the process underlying its opinion,
and that selecting portions of its analyses, without considering all analyses,
would create a misleading or incomplete view of the processes underlying the
Credit Suisse First Boston Opinion.

In performing its analyses, Credit Suisse First Boston made numerous
assumptions with respect to Dreco, National-0ilwell, industry performance,
regulatory, general business, economic, market and financial conditions and
other matters, many of which are beyond the control of Dreco and
National-Oilwell. No company, transaction or business used in such analysis as a
comparison is identical to Dreco and National-Oilwell or the Transaction, nor is
an evaluation of the results of such analyses entirely mathematical; rather such
analyses involve complex considerations and judgments concerning financial and
operating characteristics and other factors that could affect the acquisition,
public trading or other values of the companies, business segments or
transactions being analyzed. The estimates contained in such analyses and the
ranges of valuations resulting from any particular analysis are not necessarily
indicative of actual values or predictive of future results or values, which may
be significantly more or less favorable than those suggested by such analyses.
In addition, analyses relating to the value of businesses or securities do not
purport to be appraisals or to reflect the prices at which businesses or
securities actually may be sold. Accordingly, such analyses and estimates are
inherently subject to substantial uncertainty. The opinion of Credit Suisse
First Boston delivered to the board of directors of Dreco on May 13, 1997 and
the presentation made by Credit Suisse First Boston to the board of directors of
Dreco on that date were among several factors considered by the board of
directors of Dreco in its evaluation of the Transaction and should not be viewed
as determinative of the views of such board of directors or Dreco's management
with respect to the Exchange Ratio or the Transaction.

The following is a summary of the analyses performed by Credit Suisse First
Boston in connection with the preparation of its opinion dated May 13, 1997.
Credit Suisse First Boston reviewed and updated such analyses in connection with
the preparation of the Credit Suisse First Boston Opinion.
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Discounted Cash Flow Analysis. Credit Suisse First Boston estimated the
present value of the future streams of after-tax free cash flows that Dreco
could produce on a standalone basis through fiscal year 2007 based on certain
operating and financial assumptions, estimates and other information regarding
the business of Dreco provided by and discussed with the management of Dreco as
to the revenue growth and operating margins of Dreco's principal business
segments (the "Dreco Base Case") and based on revised estimates of such
assumptions, estimates and other information assuming, among other things, both
lower (the "Dreco Downside Case") and higher (the "Dreco Upside Case") segment
revenue growth and margins than the Dreco Base Case. A range of terminal values
was calculated by applying multiples ranging from 7.0x to 8.0x to the earnings
before interest, taxes, depreciation and amortization ("EBITDA") of Dreco
projected for fiscal year 2008. The free cash flow streams and estimated
terminal values were then discounted to present value using discount rates
ranging from 13% to 14%. This analysis indicated implied reference ranges for
the enterprise value (defined by Credit Suisse First Boston as equity value plus
debt minus cash) and per share equity of Dreco of approximately $300 million to
$345 million, or approximately $39.67 to $45.04 per fully diluted Dreco Common
Share, for the Dreco Base Case, approximately $250 million to $290 million, or
approximately $33.70 to $38.47 per fully diluted Dreco Common Share, for the
Dreco Downside Case, and approximately $420 million to $490 million, or
approximately $53.99 to $62.34 per fully diluted Dreco Common Share, for the
Dreco Upside Case. Credit Suisse First Boston utilized the Dreco Base Case, the
Dreco Downside Case and the Dreco Upside Case scenarios merely as points of
reference and in no way intended to suggest parameters or forecasts as to
minimum or maximum enterprise or equity valuation ranges for Dreco.

Credit Suisse First Boston also performed a discounted cash flow analysis
of National-0Oilwell based on certain operating and financial assumptions,
estimates and other information regarding the business of National-Oilwell
provided by and discussed with the managements of Dreco and National-0ilwell as
to the revenue growth and operating margins of National-Oilwell's principal
business segments (the "National-0Oilwell Base Case") and based upon revised
estimates of such assumptions, estimates and other information assuming, among
other things, both lower (the "National-0ilwell Downside Case") and higher (the
"National-Oilwell Upside Case") segment revenue growth than the National-0ilwell
Base Case. For purposes of this analysis, Credit Suisse First Boston also
calculated a range of terminal values by applying multiples ranging from 7.0x to
8.0x to the EBITDA of National-Oilwell projected for fiscal year 2007 and
utilized discount rates of 13% to 14% to determine the present value of
National-Oilwell's free cash flows and estimated terminal value. This analysis
indicated implied enterprise and per share equity reference ranges for
National-0ilwell of approximately $660 million to $770 million, or approximately
$32.73 to $38.65 per fully diluted share of National-Oilwell Common Stock, for
the National-0Oilwell Base Case, approximately $560 million to $650 million, or
approximately $27.36 to $32.20 per fully diluted share of National-Oilwell
Common Stock, for the National-Oilwell Downside Case, and approximately $740
million to $860 million, or approximately $37.04 to $43.49 per fully diluted
share of National-Oilwell Common Stock, for the National-Oilwell Upside Case.
Credit Suisse First Boston utilized the National-Oilwell Base Case, the
National-0Oilwell Downside Case and the National-0Oilwell Upside Case scenarios
merely as points of reference and in no way intended to suggest parameters or
forecasts as to minimum or maximum enterprise or equity valuation ranges for
National-Oilwell.

Selected Companies Analysis. Credit Suisse First Boston compared certain
financial, operating and stock market data of Dreco and National-0Oilwell to
corresponding data of selected publicly traded companies in the oilfield service
industry. For Dreco, such companies were Tesco Corporation, Tuboscope Vetco
International Corporation, Varco International, Inc., Camco International Inc.,
Cooper Cameron Corporation and Energy Ventures, Inc. (the "Dreco Selected
Companies"). All multiples were based on closing stock prices on May 9, 1997.
This analysis indicated a range of multiples for the Dreco Selected Companies of
(i) enterprise value relative to calendar 1997 and 1998 EBITDA of 8.0x to 10.0x
and 7.0x to 9.0x, respectively, (ii) equity value relative to calendar 1997 and
1998 net income of 17.0x to 19.0x and 13.0x to 15.0x, respectively, and (iii)
equity value relative to after-tax cash flow (defined by Credit Suisse First
Boston as net income plus depreciation) of 10.0x to 12.0x and 9.0x to 11.0x,
respectively. Credit Suisse First Boston then calculated imputed enterprise and
per share equity reference ranges for Dreco by applying these multiples to
corresponding financial data of Dreco. This analysis implied enterprise and per
share equity reference ranges
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for Dreco of approximately $350 million to $400 million, or approximately $45.63
to $51.60 per fully diluted Dreco Common Share.

Credit Suisse First Boston selected Tesco Corporation, Tuboscope Vetco
International Corporation and Varco International, Inc. for comparison with
National-Oilwell (the "National-Oilwell Selected Companies"). All multiples were
based on closing stock prices on May 9, 1997. This analysis indicated a range of
multiples for the National-0Oilwell Selected Companies of (i) enterprise value
relative to calendar 1997 and 1998 EBITDA of 9.0x to 11.0x and 7.0x to 9.0x,
respectively, (ii) equity value relative to calendar 1997 and 1998 net income of
18.0x to 20.0x and 14.0x to 16.0x, respectively, and (iii) equity value relative
to after-tax cash flow of 11.0x to 13.0x and 10.0x to 12.0x, respectively.
Credit Suisse First Boston then calculated imputed enterprise and per share
equity reference ranges for National-0Oilwell by applying these multiples to
corresponding financial data of National-Oilwell. This analysis implied
enterprise and per share equity reference ranges for National-0ilwell of
approximately $625 million to $725 million, or approximately $30.86 to $36.23
per fully diluted share of National-Oilwell Common Stock.

Selected Acquisitions Analysis. Using publicly available information,
Credit Suisse First Boston analyzed, for purposes of evaluating Dreco, the
purchase prices and implied transaction multiples paid in the following selected
transactions (acquiror/target): Baker Hughes Incorporated/Drilex International
Inc. (pending); Energy Ventures, Inc./TA Industries; Cooper Cameron
Corporation/Ingram Cactus Co.; Weatherford Enterra, Inc./NODECO AS; Tuboscope
Vetco International Corporation/Drexel 0Oilfield Services; Inverness/Phoenix
L.L.C., First Reserve Corporation and management/National-0Oilwell, L.P.;
Weatherford International Inc./Enterra Corporation; Dresser Industries
Inc./Wheatley TXT Corporation; Dresser Industries Inc./Baroid Corporation;
Wheatley TXT Corporation/Axelson, Inc. (Hanson plc); Halliburton Co./Smith
Directional Drilling; Baker Hughes Incorporated/Teleco 0ilfield Services (Sonat
Inc.); and Cooper Industries Inc./Cameron Iron Works Inc. (collectively, the
"Dreco Selected Transactions"). All multiples were based on historical financial
information available at the time of announcement of each transaction. This
analysis indicated a range of multiples for the Dreco Selected Transactions of
enterprise value relative to latest 12 months ("LTM") sales, EBITDA and earnings
before interest and taxes ("EBIT") of 1.0x to 2.0x, 8.0x to 10.0x and 10.0x to
15.0x, respectively. Credit Suisse First Boston then calculated imputed
enterprise and per share equity reference ranges for Dreco by applying these
multiples to corresponding financial data of Dreco (pro forma for Dreco's
acquisition of Vector). This analysis resulted in implied enterprise and per
share equity reference ranges for Dreco of approximately $260 million to $320
million, or approximately $34.90 to $42.06 per fully diluted Dreco Common Share.

Using publicly available information, Credit Suisse First Boston also
analyzed, for purposes of evaluating National-Oilwell, the purchase prices and
implied transaction multiples paid in the following selected transactions in the
oilfield services industry (acquiror/target): Tuboscope Vetco International
Corporation/Drexel 0ilfield Services; Inverness/Phoenix L.L.C., First Reserve
Corporation and management/National-Oilwell, L.P.; Weatherford International
Inc./Enterra Corporation; Dresser Industries Inc./Wheatley TXT Corporation; and
Wheatley TXT Corporation/Axelson, Inc. (Hanson plc) (collectively, the
"National-0Oilwell Selected Transactions"). All multiples were based on
historical financial information available at the time of announcement of each
transaction. This analysis indicated a range of multiples for the
National-0ilwell Selected Transactions of enterprise value relative to LTM
sales, EBITDA and EBIT of 1.0x to 1.5%x, 7.0x to 9.0x and 9.0x to 11.0x,
respectively. Credit Suisse First Boston then calculated imputed enterprise and
per share equity reference ranges for National-0Oilwell by applying these
multiples to corresponding financial data of National-Oilwell. This analysis
resulted in implied enterprise and per share equity reference ranges for
National-0ilwell of approximately $325 million to $425 million, or approximately
$14.73 to $20.10 per fully diluted share of National-Oilwell Common Stock.

Break-up Valuation Analysis of Dreco. Credit Suisse First Boston analyzed
separately the valuation of the two primary businesses of Dreco using a
discounted cash flow analysis, a selected companies analysis and a selected
acquisition analysis. These analyses resulted in enterprise and per share equity
reference ranges for Dreco of approximately $300 million to $370 million, or
approximately $39.73 to $47.25 per fully diluted Dreco Common Share.
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Aggregate Reference Ranges. On the basis of the valuation methodologies
employed in the analyses described above, Credit Suisse First Boston derived an
aggregate enterprise and per share equity reference range for Dreco of
approximately $300 million to $350 million, or approximately $40.33 to $46.29
per fully diluted Dreco Common Share, and an aggregate enterprise and per share
equity reference range for National-0Oilwell of approximately $650 million to
$775 million, or approximately $32.20 to $38.92 per fully diluted share of
National-Oilwell Common Stock. Credit Suisse First Boston noted that, based on
the closing stock price of National-Oilwell on May 13, 1997 of $39.125, the
Exchange Ratio implied a per share value for Dreco of approximately $46.95
compared to the closing price of Dreco on that day of $38.50, reflecting a
premium of approximately 22%.

Exchange Ratio Analyses. Credit Suisse First Boston also conducted the
following relative valuation analyses and compared the Exchange Ratio of 1.20
with the exchange ratios implied by such analyses:

Historical Stock Trading Exchange Ratio Analysis. Credit Suisse First
Boston performed an exchange ratio analysis comparing the average closing
stock prices for Dreco and National-Oilwell during the one day, one week
and one month periods preceding May 9, 1997 and the period from National-
Oilwell's initial public offering on October 29, 1996 through May 9, 1997.
This comparison yielded an implied exchange ratio ranging from 0.8400 to
1.1336.

Discounted Cash Flow Exchange Ratio Analysis. Credit Suisse First
Boston performed an exchange ratio analysis comparing the discounted cash
flow analyses for both companies using the Dreco Base Case, which resulted
in a per share equity reference range of approximately $39.67 to $45.04 for
Dreco, and the National-0Oilwell Base Case, which resulted in a per share
equity reference range of approximately $32.73 to $38.65 for
National-0ilwell. This comparison resulted in an implied exchange ratio
ranging from 1.0264 to 1.3761.

Aggregate Reference Range Exchange Ratio Analysis. Credit Suisse
First Boston performed an exchange ratio analysis comparing the aggregate
per share equity reference ranges derived from the discounted cash flow
analysis, the selected companies analysis and the selected acquisitions
analysis described above of approximately $40.33 to $46.29 for Dreco and
approximately $32.20 to $38.92 for National-0Oilwell. This comparison
resulted in an implied exchange ratio ranging from 1.0362 to 1.4376.

Contribution Exchange Ratio Analysis. Using estimated calendar 1997
financial data for Dreco and National-Oilwell, Credit Suisse First Boston
performed an exchange ratio analysis comparing the relative contributions
of Dreco and National-0Oilwell to the sales, EBITDA and net income of the
combined company. This analysis yielded an implied exchange ratio ranging
from 0.4915 to 1.5292.

Pro Forma Merger Analysis. Credit Suisse First Boston analyzed the
potential pro forma effect of the Transaction on earnings per share ("EPS") of
National-0ilwell and Dreco during the calendar years 1997 and 1998, without
giving effect to any synergies that could result from the Transaction. This
analysis indicated that, without giving effect to any synergies, the Transaction
could be accretive to National-Oilwell's EPS in 1997 and 1998. The actual
results achieved by the combined company may vary from projected results and the
variations may be material.

Other Factors and Analyses. In the course of preparing its opinion, Credit
Suisse First Boston performed certain other analyses and considered certain
other information and data, including, among other things, (i) the trading
characteristics of Dreco Common Shares and National-0ilwell Common Stock, (ii)
the profile of the stockholders of National-Oilwell and Dreco and (iii) equity
research coverage of National-0ilwell and Dreco provided by securities analysts.

Miscellaneous. Pursuant to Credit Suisse First Boston's engagement letter,
Dreco has agreed to pay Credit Suisse First Boston for its services in
connection with the Transaction an aggregate financial advisory fee of 0.75% of
the total fair market value of the consideration payable to the Dreco
Shareholders in connection with the Transaction. Dreco also has agreed to
reimburse Credit Suisse First Boston for reasonable out-of-pocket expenses
incurred by Credit Suisse First Boston in performing its services, including the
reasonable fees and expenses of legal counsel and any other advisor retained by
Credit Suisse First Boston, and
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to indemnify Credit Suisse First Boston and certain related persons and entities
against certain liabilities, including liabilities under the federal securities
laws, arising out of Credit Suisse First Boston's engagement.

In the ordinary course of its business, Credit Suisse First Boston and its
affiliates may actively trade the debt and equity securities of both Dreco and
National-0Oilwell for their own accounts and for the accounts of customers and,
accordingly, may at any time hold a long or short position in such securities.

INTERESTS OF CERTAIN PERSONS IN THE TRANSACTION

Appointments of Directors and Executive Officers. On the Effective Date,
Frederick W. Pheasey and Robert L. Phillips will be appointed to the
National-0ilwell board of directors, Mr. Pheasey will be appointed as Executive
Vice President and W. Douglas Frame, currently an executive officer of Dreco,
will be appointed as an executive officer of National-0ilwell. On the Effective
Date, all the current directors of the Dreco board except Mr. Pheasey will
resign from the Dreco board, and C. R. Bearden (formerly a director of National-
Oilwell) and Edward C. Grimes will be appointed to such board.

Indemnification of Dreco Officers and Directors. Pursuant to the
Combination Agreement, National-Oilwell has agreed to maintain all rights to
indemnification existing at the time of execution of the Combination Agreement
in favor of the directors and officers of Dreco and its subsidiaries in
accordance with the charter documents and bylaws of each entity and to the
fullest extent permitted under the ABCA and to continue in effect director and
officer liability insurance for such persons for six years after the Effective
Date.

Dreco Options. In addition, on the Effective Date, National-Oilwell will
assume the Dreco Option Plan and each Dreco Option. Each Dreco Option will be
converted into an option to purchase National-Oilwell Common Stock. See
"-- Transaction Mechanics and Description of Exchangeable Shares -- Dreco
Options."

TRANSACTION MECHANICS AND DESCRIPTION OF EXCHANGEABLE SHARES

The following description is qualified in its entirety by reference to the
full text of the Combination Agreement, the Plan of Arrangement and Exchangeable
Share Provisions, the form of Support Agreement and the form of Voting and
Exchange Trust Agreement attached as Annexes B, E, F and G, respectively, to
this Joint Proxy Statement, which are incorporated herein by reference.

THE ARRANGEMENT

Pursuant to the terms of the Plan of Arrangement, at the Effective Time,
Dreco will undergo a reorganization of capital whereby, in summary: (i) Dreco
will amend its articles of amalgamation to authorize an unlimited number of
Exchangeable Shares and one Class A Preferred Share; (ii) Dreco will issue one
Class A Preferred Share to National-0ilwell in exchange for one share of
National-0Oilwell Common Stock; (iii) each existing Dreco Common Share (other
than Dreco Common Shares held by holders who have properly exercised their
rights of dissent and are ultimately entitled to be paid fair value for their
shares) will be exchanged for 1.2 Exchangeable Shares or, at the election of the
holder pursuant to the Exchange Put Right, the equivalent number of shares of
National-0ilwell Common Stock (subject to the Exchange Ratio Adjustment); (iv)
Dreco will amend its articles of amalgamation to reduce the number of authorized
Dreco Common Shares to one; (v) the one Class A Preferred Share held by
National-0Oilwell will be exchanged for one Dreco Common Share; and (vi) Dreco
will amend its articles of amalgamation to delete the Class A Preferred Share
from its authorized share capital.

As a result, immediately following the Effective Time, Dreco's outstanding
share capital will consist of one Dreco Common Share held by National-0ilwell
and the Exchangeable Shares held by the former holders of Dreco Common Shares.

As noted above, at the Effective Time, each Dreco Common Share will
automatically be exchanged for 1.2 Exchangeable Shares, subject to the Exchange
Ratio Adjustment. Enclosed with copies of this Joint Proxy Statement/Prospectus
delivered to the registered holders of Dreco Common Shares is the Dreco Letter
of Transmittal, which, when duly completed and returned together with a
certificate for Dreco Common Shares,
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will enable the holder to exchange such Dreco Common Shares for the number of
Exchangeable Shares to which such holder is entitled or, at the election of the
holder pursuant to the Exchange Put Right, the equivalent number of shares of
National-0ilwell Common Stock. See "-- Procedures for Exchange by Dreco
Shareholders and Dreco Optionholders."

The Exchangeable Shares are subject to adjustment or modification in the
event of a stock split or other changes to the capital structure of
National-0ilwell so as to maintain the initial one-to-one ratio between the
Exchangeable Shares and National-Oilwell Common Stock.

EXCHANGE AND REDEMPTION RIGHTS

Under the Voting and Exchange Trust Agreement, National-Oilwell will grant
the Exchange Rights, including the Exchange Put Right, to the Trustee for the
benefit of the holders of the Exchangeable Shares. Pursuant to the Exchangeable
Share Provisions, the holders of Exchangeable Shares will have the right to
retract (i.e., require Dreco to redeem), any or all of their Exchangeable
Shares. Different Canadian federal income tax consequences to a holder of
Exchangeable Shares and to Dreco may arise depending upon whether the relevant
exchange or redemption is ultimately effected by National-Oilwell or Dreco. See
"Income Tax Considerations to Dreco Shareholders."

Exchange Put Right. Holders of the Exchangeable Shares will be entitled at
any time at or following the Effective Time to require National-0ilwell to
exchange all or any part of the Exchangeable Shares owned by such holders and to
receive an equivalent number of shares of National-0ilwell Common Stock plus the
Dividend Amount, if any. The Exchange Put Right may be exercised at any time by
notice in writing (which may be in the form of the panel, if any, on the
certificates for Exchangeable Shares or by completing the Dreco Letter of
Transmittal) given by the holder to and received by the Trustee and accompanied
by presentation and surrender of the certificates representing such Exchangeable
Shares, together with such other documents that may be required to effect a
transfer of Exchangeable Shares as provided in the Exchangeable Share
Provisions, at the principal transfer office in Calgary, Alberta of the Trustee
and at such other places as may be determined from time to time. An exchange
pursuant to this right will be completed not later than the close of business on
the third business day following receipt by the Trustee of the notice, the
certificates and such other required documents.

Different Canadian federal income tax consequences to a holder of
Exchangeable Shares may arise depending upon whether the relevant exchange or
redemption is ultimately effected by National-Oilwell or Dreco. The Exchange Put
Right allows holders to acquire shares of National-0Oilwell Common Stock directly
from National-0ilwell through an exchange at any time (with settlement to occur
within three days) and thereby to control the tax consequences of receiving
National-Oilwell Common Stock. Pursuant to their retraction rights, holders of
Exchangeable Shares may request Dreco to redeem their shares for National-
0ilwell Common Stock and thereby give National-0Oilwell the option to effect the
exchange itself. However, National-0ilwell may forego the option to exchange
pursuant to a Retraction Request, thereby forcing the holder to accept a
redemption. See "-- Retraction Rights."

Retraction Rights. Holders of the Exchangeable Shares will be entitled at
any time following the Effective Time to require Dreco to retract (i.e., require
Dreco to redeem) any or all such Exchangeable Shares owned by such holders and
to receive an equivalent number of shares of National-0ilwell Common Stock plus
the Dividend Amount, if any. Holders of the Exchangeable Shares may effect such
retraction by presenting the appropriate share certificates to Dreco or the
Trustee representing the number of Exchangeable Shares the holder desires to
retract together with a duly executed Retraction Request specifying the number
of Exchangeable Shares the holder wishes to retract and the Retraction Date
(which shall not be less than five nor more than ten business days after the
date on which Dreco receives the Retraction Request from the holder), and such
other documents as may be required to effect the retraction of the Exchangeable
Shares.

Upon receipt of the Exchangeable Shares, the Retraction Request and other
required documentation from the holder thereof, Dreco must immediately notify
National-0ilwell of such Retraction Request. National-0Oilwell will thereafter
have two business days in which to exercise its Retraction Call Right. In the
event National-0ilwell determines not to exercise its Retraction Call Right and
provided that the Retraction
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Request is not revoked in accordance with the Exchangeable Share Provisions,
Dreco is obligated to deliver to the holder not later than the Retraction Date
the number of shares of National-Oilwell Common Stock equal to the number of
Exchangeable Shares submitted by the holder for retraction, plus the Dividend
Amount, if any. National-Oilwell will be obligated to provide such shares of
National-Oilwell Common Stock to Dreco to comply with the Retraction Request.

Automatic Redemption. Subject to applicable law and the Redemption Call
Rights of National-0Oilwell described below, on the Automatic Redemption Date,
Dreco must redeem all but not less than all of the then outstanding Exchangeable
Shares in exchange for an equal number of shares of National-0ilwell Common
Stock, plus the Dividend Amount, if any. Notwithstanding any proposed redemption
of the Exchangeable Shares, National-0Oilwell will, pursuant to Redemption Call
Rights, have the overriding right to purchase on the Automatic Redemption Date
all but not less than all of the outstanding Exchangeable Shares in exchange for
one share of National-0ilwell Common Stock for each such Exchangeable Share,
plus the Dividend Amount, if any. Dreco shall, at least 120 days before the
Automatic Redemption Date, provide the registered holders of Exchangeable Shares
with written notice of the proposed redemption of the Exchangeable Shares by
Dreco.

Optional Exchange Right. Subject to National-Oilwell's Liquidation Call
Right described below, upon the occurrence and during the continuance of a Dreco
Insolvency Event, a holder of Exchangeable Shares will be entitled to instruct
the Trustee to exercise the Optional Exchange Right with respect to any or all
of the Exchangeable Shares held by such holder, thereby requiring
National-0ilwell to purchase such Exchangeable Shares from the holder.
Immediately upon the occurrence of a Dreco Insolvency Event or any event which
may with the passage of time or the giving of notice, become a Dreco Insolvency
Event, Dreco and National-0ilwell will give written notice thereof to the
Trustee. As soon as practicable thereafter, the Trustee will notify each holder
of Exchangeable Shares of such event or potential event and will advise the
holder of its rights with respect to the Optional Exchange Right.

The consideration for each Exchangeable Share to be acquired under the
Optional Exchange Right will be one share of National-Oilwell Common Stock plus
the Dividend Amount, if any.

If, as a result of liquidity or solvency provisions of applicable law,
Dreco is unable to redeem all of the Exchangeable Shares tendered for retraction
by a holder in accordance with the Exchangeable Share Provisions as described
under "Retraction Rights" above, the holder will be deemed to have exercised the
Optional Exchange Right with respect to the unredeemed Exchangeable Shares, and
National-0ilwell will be required to purchase such shares from the holder in the
manner set forth above under "Retraction Rights."

Automatic Exchange Right. 1In the event of a National-0ilwell Liquidation
Event, National-Oilwell will be required to acquire each outstanding
Exchangeable Share by exchanging one share of National-Oilwell Common Stock for
each such Exchangeable Share, plus the Dividend Amount, if any.

CALL RIGHTS

In the circumstances described below, National-0Oilwell will have certain
overriding rights to acquire Exchangeable Shares from holders thereof by
delivering one share of National-Oilwell Common Stock for each Exchangeable
Share acquired, plus the Dividend Amount, if any. Different Canadian federal
income tax consequences to a holder of Exchangeable Shares may arise depending
upon whether the Call Rights are exercised by National-0Oilwell or whether the
relevant Exchangeable Shares are redeemed by Dreco pursuant to the Exchangeable
Share Provisions. See "Income Tax Considerations to Dreco Shareholders."

Retraction Call Right. Pursuant to the Exchangeable Share Provisions, a
holder requesting Dreco to redeem the Exchangeable Shares will be deemed to
offer such shares to National-0ilwell, and National-0Oilwell will have an
overriding Retraction Call Right to acquire all but not less than all of the
Exchangeable Shares that the holder has requested Dreco to redeem in exchange
for one share of National-0ilwell Common Stock in exchange for each Exchangeable
Share, plus the Dividend Amount, if any. See "-- Exchange and Redemption
Rights -- Retraction Rights."
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Liquidation Call Right. Pursuant to the Plan of Arrangement,
National-0Oilwell will be granted an overriding Liquidation Call Right, in the
event of and notwithstanding a proposed liquidation, dissolution or winding-up
of Dreco or any other distribution of the assets of Dreco among its shareholders
for the purpose of winding-up its affairs, to acquire all but not less than all
of the Exchangeable Shares then outstanding in exchange for National-Oilwell
Common Stock, plus the Dividend Amount, if any. Upon the exercise by
National-0ilwell of the Liquidation Call Right, the holders of the Exchangeable
Shares will be obligated to transfer such shares to National-0Oilwell. The
acquisition by National-0ilwell of all of the outstanding Exchangeable Shares
upon the exercise of the Liquidation Call Right will occur on the effective date
of the voluntary or involuntary liquidation, dissolution or winding-up of Dreco.

Redemption Call Right. Pursuant to the Plan of Arrangement,
National-0Oilwell will be granted an overriding Redemption Call Right,
notwithstanding the proposed automatic redemption of the Exchangeable Shares by
Dreco pursuant to the Exchangeable Share Provisions, to acquire on an Automatic
Redemption Date all but not less than all of the Exchangeable Shares then
outstanding in exchange for National-0ilwell Common Stock, plus the Dividend
Amount, if any, and, upon the exercise by National-0Oilwell of the Redemption
Call Right, the holders of the Exchangeable Shares will be obligated to transfer
such shares to National-0Oilwell.

Effect of Call Right Exercise. If National-Oilwell exercises one or more
of its Call Rights, it will directly issue National-0ilwell Common Stock to
holders of Exchangeable Shares and will become the holder of such Exchangeable
Shares. National-0ilwell will not be entitled to exercise any voting rights
attached to the Exchangeable Shares it so acquires. If National-0ilwell declines
to exercise its Call Rights when applicable, it will be required, pursuant to
the Support Agreement, to issue National-0ilwell Common Stock as Dreco directs,
including to Dreco, which will, in turn, transfer such stock to the holders of
Exchangeable Shares in consideration for the return and cancellation of such
Exchangeable Shares. In the event National-0Oilwell does not exercise its Call
Rights when applicable and instead delivers shares of National-Oilwell Common
Stock as Dreco directs, including to Dreco in accordance with the Support
Agreement, the economic result for holders of the Exchangeable Shares would be
the same, while the Canadian tax consequences would be substantially different;
see "Income Tax Considerations to Dreco Shareholders -- Canadian Federal Income
Tax Considerations to Dreco Shareholders." However, National-Oilwell anticipates
that it will exercise its Call Rights, when available, and currently foresees no
circumstances under which it would not exercise its Call Rights. In addition,
National-Oilwell does not anticipate any restriction or limitation on the number
of Exchangeable Shares it would acquire upon exercise of Call Rights.

VOTING, DIVIDEND AND LIQUIDATION RIGHTS OF HOLDERS OF EXCHANGEABLE SHARES

On the Effective Date, National-0Oilwell, Dreco and the Trustee will enter
into the Voting and Exchange Trust Agreement in the form attached hereto as
Annex G. Under the Voting and Exchange Trust Agreement, National-0Oilwell will
issue the Voting Share to the Trustee for the benefit of the holders (other than
National-0Oilwell and its subsidiaries) of the Exchangeable Shares. The Voting
Share will carry a number of votes, exercisable at any meeting at which
National-0Oilwell Stockholders are entitled to vote or with respect to any
consent sought from the National-Oilwell Stockholders, equal to the number of
outstanding Exchangeable Shares (other than shares held by National-0ilwell and
its subsidiaries).

Each holder of an Exchangeable Share (other than National-Oilwell and its
subsidiaries) on the record date for any meeting at which National-0ilwell
Stockholders are entitled to vote will be entitled to instruct the Trustee to
exercise one of the votes attached to the Voting Share for each Exchangeable
Share. The Trustee will exercise each vote attached to the Voting Share only as
directed by the relevant holder and, in the absence of instructions from a
holder as to voting, will not exercise such votes. A holder may, upon
instructing the Trustee, obtain a proxy from the Trustee entitling the holder to
vote directly at the relevant meeting the votes attached to the Voting Share to
which the holder is entitled.

The Trustee will send to the holders of the Exchangeable Shares the notice
of each meeting at which the National-0ilwell Stockholders are entitled to vote,
together with the related meeting materials and a
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statement as to the manner in which the holder may instruct the Trustee to
exercise the votes attached to the Voting Share, at the same time as
National-0ilwell sends such notice and materials to National-Oilwell
Stockholders. The Trustee will also send to the holders copies of all proxy and
information statements and other related materials sent by National-Oilwell to
National-Oilwell Stockholders at the same time as such materials are sent to the
National-Oilwell Stockholders. To the extent such materials are provided to the
Trustee by National-0ilwell, the Trustee will also send to the holders all
materials sent by third parties to National-0ilwell Stockholders, including
dissident proxy and information circulars and tender and exchange offer
circulars, as soon as possible after such materials are first sent to
National-Oilwell Stockholders.

All rights of a holder of Exchangeable Shares to exercise votes attached to
the Voting Share will cease upon the exchange of all such holder's Exchangeable
Shares for shares of National-Oilwell Common Stock.

Holders of Exchangeable Shares shall be entitled to receive, and the board
of directors of Dreco shall, on each date on which the National-0ilwell board of
directors declares a dividend on National-0ilwell Common Stock, declare a
dividend (i) in the case of a cash dividend declared on the National-Oilwell
Common Stock, in an amount in cash for each Exchangeable Share equal to the cash
dividend declared on each share of National-0ilwell Common Stock, (ii) in the
case of a stock dividend declared on the National-Oilwell Common Stock to be
paid in National-Oilwell Common Stock, in such number of Exchangeable Shares for
each Exchangeable Share as is equal to the number of shares of National-0Oilwell
Common Stock to be paid on each share of National-0Oilwell Common Stock or (iii)
in the case of a dividend declared on the National-Oilwell Common Stock in
property other than cash or National-Oilwell Common Stock, in such type and
amount of property declared as a dividend on each share of National-0Oilwell
Common Stock.

Upon the occurrence of a Dreco Insolvency Event, holders of the
Exchangeable Shares will have preferential rights to receive from Dreco one
share of National-Oilwell Common Stock for each Exchangeable Share they hold,
plus the Dividend Amount, if any. In the event of a proposed Dreco Insolvency
Event, pursuant to the Liquidation Call Right National-Oilwell will have the
right to purchase all of the outstanding Exchangeable Shares from the holders
thereof at the effective time of any such liquidation, dissolution, or winding
up in exchange for one share of National-0Oilwell Common Stock for each such
Exchangeable Share, plus the Dividend Amount, if any.

Upon the occurrence of a National-Oilwell Liquidation Event, in order for
the holders of the Exchangeable Shares to participate on a pro rata basis with
the holders of National-0ilwell Common Stock, each holder of Exchangeable Shares
will automatically have the right pursuant to the Automatic Exchange Right to
receive in exchange therefor an equivalent number of shares of National-0Oilwell
Common Stock, plus the Dividend Amount, if any. For a description of certain
National-Oilwell obligations with respect to the voting, dividend and
liquidation rights of the holders of Exchangeable Shares, see "-- Support
Agreement."

SUPPORT AGREEMENT

The following description is qualified in its entirety by reference to the
full text of the Support Agreement attached as Annex F to this Joint Proxy
Statement.

The Support Agreement provides that National-Oilwell: (i) will not declare
or pay dividends on the National-Oilwell Common Stock unless Dreco is able to
and simultaneously pays an equivalent dividend on the Exchangeable Shares; (ii)
will cause Dreco to declare and pay an equivalent dividend on the Exchangeable
Shares simultaneously with National-0Oilwell's declaration and payment of
dividends on the National-Oilwell Common Stock; (iii) will advise Dreco in
advance of the declaration of any dividend on the National-0ilwell Common Stock
and ensure that the declaration date, record date and payment date for dividends
on the Exchangeable Shares are the same as that for the National-0ilwell Common
Stock; (iv) will take all actions and do all things necessary to ensure that
Dreco is able to provide to the holders of the Exchangeable Shares the
equivalent number of shares of National-0ilwell Common Stock in the event of a
liquidation, dissolution, or winding-up of Dreco, a Retraction Request by a
holder of Exchangeable Shares or a redemption of Exchangeable Shares of Dreco;
and (v) will not vote or otherwise take any action or omit to take any action
causing the liquidation, dissolution or winding-up of Dreco.
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The Support Agreement also provides that, without the prior approval of
Dreco and the holders of the Exchangeable Shares, National-Oilwell will not
distribute additional shares of National-0ilwell Common Stock or rights to
subscribe therefor, evidences of indebtedness or assets to all or substantially
all of the holders of shares of National-0Oilwell Common Stock, or change the
National-Oilwell Common Stock unless the same or an economically equivalent
distribution on or change to the Exchangeable Shares (or in the rights of the
holders thereof) is made simultaneously. The Support Agreement also provides
that in the event of any tender offer, share exchange offer, issuer bid,
take-over bid or similar transaction affecting the National-0Oilwell Common
Stock, National-0ilwell will take all necessary and desirable action to enable
holders of the Exchangeable Shares to participate in such transaction on an
equivalent basis as the holders of National-0ilwell Common Stock.

In addition, so long as there remain outstanding any Exchangeable Shares
not owned by National-0ilwell or any entity controlled by National-0Oilwell,
National-Oilwell will remain the beneficial owner, directly or indirectly, of
all outstanding Dreco Common Shares and of at least 50.1% of all other
securities of Dreco entitled to voting rights generally for the election of
directors other than the Exchangeable Shares.

With the exception of administrative changes for the purpose of adding
covenants for the protection of the holders of the Exchangeable Shares, making
certain necessary amendments or curing ambiguities or clerical errors (in each
case provided that the board of directors of each of National-0ilwell and Dreco
is of the opinion that such amendments are not prejudicial to the interests of
the holders of the Exchangeable Shares), the Support Agreement may not be
amended without the approval of the holders of the Exchangeable Shares.

Under the Support Agreement, National-Oilwell will not exercise any voting
rights attached to the Exchangeable Shares owned by it or any entity controlled
by it on any matter considered at meetings of holders of Exchangeable Shares.

In order for National-0ilwell to perform its obligations in accordance with
the Support Agreement, Dreco must notify National-0Oilwell of the occurrence of
certain events, such as the liquidation, dissolution or winding-up of Dreco, and
Dreco's receipt of a Retraction Request from a holder of Exchangeable Shares.

NATIONAL-OILWELL'S AMENDED AND RESTATED CERTIFICATE

National-0ilwell's Amended and Restated Certificate, to be filed with the
Secretary of State of Delaware on the Effective Date, incorporates the terms of
the proposed amendments, which increase the authorized shares of
National-0ilwell Common Stock from 40,000,000 to 75,000,000 and authorize one
share of Special Voting Stock. See "Proposed National-Oilwell Recapitalization
Plan."

DRECO OPTIONS

At the Effective Time, pursuant to the Combination Agreement,
National-0Oilwell will assume the Dreco Option Plan and each Dreco Option. Each
Dreco Option will be converted as follows: each Dreco Option will be converted
into an option exercisable for a number of whole shares of National-0ilwell
Common Stock equal to the number of Dreco Common Shares subject to the Dreco
Option at the Effective Time multiplied by the Exchange Ratio, rounded down to
the nearest whole number of shares, at an exercise price per share of
National-0Oilwell Common Stock equal to the exercise price per share of such
Dreco Option immediately prior to the Effective Time divided by the Exchange
Ratio.

DELIVERY OF NATIONAL-OILWELL COMMON STOCK

Pursuant to the Support Agreement and the Voting and Exchange Trust
Agreement, National-0Oilwell will ensure that all shares of National-0ilwell
Common Stock to be delivered by it under the Support Agreement or on the
exercise of the Exchange Rights under the Voting and Exchange Trust Agreement
are duly registered, qualified or approved under applicable Canadian and United
States securities laws, if required, so that such shares may be freely traded by
the holder thereof (other than any restriction on transfer by reason of a holder
being a "control person" of National-Oilwell for purposes of Canadian securities
law or an
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"affiliate" of National-Oilwell for purposes of United States securities law).
In addition, National-0ilwell will take all actions necessary to cause all such
shares of National-0Oilwell Common Stock to be listed or quoted for trading on
all stock exchanges or quotation systems on which outstanding shares of
National-Oilwell Common Stock are then listed or quoted for trading. The shares
of National-0Oilwell Common Stock to be issued upon exercise of currently
outstanding Dreco Options are registered on the Registration Statement on Form
S-4 of which this Joint Proxy Statement/ Prospectus is a part. National-Oilwell
intends to cause the shares of National-0ilwell Common Stock to be issued upon
exercise of Dreco Options not yet issued under the Dreco Option Plan to be
registered on Form S-8 promulgated by the SEC, and will use its best efforts to
maintain the effectiveness of such registration statement for so long as such
options remain outstanding.

THE COMBINATION AGREEMENT

The following description is qualified in its entirety by reference to the
full text of the Combination Agreement attached as Annex B to this Joint Proxy
Statement.

Exchange Ratio Adjustment. Under the Combination Agreement, the basic
Exchange Ratio (1.2 Exchangeable Shares or, indirectly, shares of
National-0Oilwell Common Stock for each Dreco Common Share) is subject to the
Exchange Ratio Adjustment. The Exchange Ratio Adjustment would come into effect
if the Pre-Closing Average Price of National-0Oilwell Common Stock on the NYSE
for the 20 consecutive trading days ending on the fifth trading day prior to the
Effective Date is less than $36.00 per share or greater than $47.25 per share.
If the calculated price is less than $36.00 per share, the Exchange Ratio is
adjusted to provide value equivalent to $43.20 (and no less) of National-Oilwell
Common Stock, and, if greater than $47.25 per share, adjusted to provide value
equivalent to $56.70 (and no more) of National-Oilwell Common Stock. If such
Pre-Closing Average Price is less than $33.00 per share, and National-0Oilwell
elects not to adjust the Exchange Ratio after Dreco shall have exercised its
right to request National-0Oilwell to do so, Dreco shall have certain rights to
terminate the Combination Agreement. See "-- Termination."

Representations, Warranties and Covenants. The Combination Agreement
contains certain customary representations and warranties of each of Dreco and
National-0Oilwell relating to, among other things, their respective organization,
capital structures, qualifications, operations, financial condition,
intellectual property rights, compliance with necessary regulatory or
governmental authorities and other matters, including their authority to enter
into the Combination Agreement and to consummate the Transaction. Pursuant to
the Combination Agreement, each party has covenanted that, until the earlier of
the termination of the Combination Agreement or the Effective Time, it will
maintain its business, it will not take certain actions outside the ordinary
course without the other's consent and it will use its commercially reasonable
efforts to consummate the Transaction. The parties have also agreed to advise
each other of material changes and to provide the other with interim financial
information. Further, the parties have agreed to apply for and use their
reasonable best efforts to obtain all regulatory and other consents and
approvals required for the consummation of the transactions contemplated by the
Combination Agreement, to use their reasonable best efforts to effect the
transactions contemplated by the Combination Agreement, including the
preparation and mailing of this Joint Proxy Statement, and to provide the other
party and its counsel with such information as they may reasonably request.
National-0Oilwell has also agreed that all rights to indemnification under the
charter documents and bylaws of Dreco and its subsidiaries for directors and
officers of Dreco will survive the Arrangement and remain in full force and
effect. In addition, National-Oilwell has agreed to use its reasonable best
efforts to list the National-Oilwell Common Stock issued upon exchange of the
Exchangeable Shares on the NYSE and, with the cooperation and assistance of
Dreco, to list the Exchangeable Shares on a mutually acceptable Canadian stock
exchange.

The Combination Agreement also provides that until the earlier of the
Effective Time or the termination of the Combination Agreement, without the
prior written consent of National-Oilwell, Dreco and its subsidiaries will not,
and they will not authorize or permit any of their officers, directors,
employees, financial advisors, representatives and agents ("Representatives"),
to directly or indirectly, solicit, initiate or encourage (including by way of
furnishing information) or take any other action to facilitate any inquiries or
the making of any proposal which constitutes or may reasonably be expected to
lead to an Acquisition Proposal (as
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defined below) from any person, or engage in any discussion or negotiations
relating thereto or accept any Acquisition Proposal. Notwithstanding the
foregoing, Dreco may (i) at any time prior to the time Dreco Shareholders have
voted to approve the Plan of Arrangement and the other transactions contemplated
thereby, engage in discussions or negotiations with a third party who (without
any solicitation, initiation or encouragement, directly or indirectly, by Dreco
or its subsidiaries or any of their Representatives described above) seeks to
initiate such discussions or negotiations and may furnish such third party
information concerning Dreco and its business, properties and assets, if, and
only to the extent that, (A) the third party has first made an Acquisition
Proposal that is financially superior to the transactions contemplated by the
Combination Agreement and the third party has demonstrated that the funds or
other consideration necessary are reasonably likely to be available, as
determined in good faith by Dreco's board of directors after receiving the
written advice of its financial advisors (a "Superior Proposal") and Dreco's
board of directors shall conclude in good faith, after considering applicable
law and receiving the written advice of outside counsel, that such action is
necessary for the board of directors to act in a manner consistent with its
fiduciary duties under applicable law and (B) prior to furnishing such
information to or entering into discussions with such person or entity, Dreco
provides prompt notice to National-Oilwell to the effect that it is furnishing
information or entering into discussions or negotiations with such person or
entity and receives from such person or entity an executed confidentiality
agreement in reasonably customary form; (ii) comply with certain rules relating
to tender or exchange offers under the Exchange Act and similar rules under
Canadian securities laws relating to the provision of directors' circulars, and
make appropriate disclosure with respect thereto to Dreco's Shareholders; and
(iii) accept a Superior Proposal from a third party if, prior to such
acceptance, Dreco terminates the Combination Agreement in accordance with
certain terms of the Agreement. See "--Termination." Dreco has agreed to
immediately cease and terminate any existing solicitation, initiation,
encouragement, activity, discussion or negotiation with any parties conducted by
Dreco or any of its subsidiaries or representatives with respect to an
Acquisition Proposal before the execution of the Combination Agreement. Dreco
shall notify National-0ilwell orally and in writing of any inquiries, offers or
proposals with respect to an Acquisition Proposal (including without limitation
the terms and conditions of any such proposal, the identity of the person making
it and all other information reasonably requested by National-0Oilwell), within
24 hours of the receipt thereof, shall keep National-0Oilwell informed of the
status and details of any such inquiry, offer or proposal and answer
National-0Oilwell's questions with respect thereto, and shall give
National-Oilwell five days' advance notice of any agreement to be entered into
with, or any information to be supplied to, any person making such inquiry,
offer or proposal. As used herein, "Acquisition Proposal" shall mean a proposal
or offer (other than by National-Oilwell) to acquire beneficial ownership (as
defined under Rule 13(d) of the Exchange Act) of all or a material portion of
the assets of, or any material equity interest in, Dreco or its material
subsidiaries pursuant to a merger, consolidation or other business combination,
by means of a sale of shares of capital stock, sale of assets, tender offer or
exchange offer or similar transaction involving Dreco or its material
subsidiaries including without limitation any single or multi-step transaction
or series of related transactions which is structured to permit such third party
to acquire beneficial ownership or any material portion of the assets of, or any
material portion of the equity interest in, Dreco or its material subsidiaries
(other than the transactions contemplated by the Combination Agreement),
provided however, in no event shall an underwritten public or private sale of
Dreco Common Shares (aggregating less than 50% of the currently issued and
outstanding Dreco Common Shares), which is not made in connection with a merger,
consolidation or other business combination, be deemed to be an Acquisition
Proposal.

Conditions to Closing. The Combination Agreement provides that the
respective obligations of each party to complete the Transaction are subject to
the satisfaction or waiver before the Effective Date of the following
conditions: (i) the parties shall have received all written consents,
assignments, waivers, authorizations or other certificates necessary to provide
for the continuation in full force and effect of all their material contracts
and leases for them to consummate the transactions contemplated in the
Combination Agreement, except when the failure to receive such consents or other
certificates would not have a material adverse effect on either party; (ii) the
Combination Agreement, the Arrangement and other transactions contemplated by
the Combination Agreement shall have been approved and adopted by the required
vote of the holders of Dreco Common Shares and Dreco Options in accordance with
applicable law and the Dreco Articles and Dreco Bylaws, and Dreco shall not have
received on or prior to the Effective Time notice from the holders of
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more than 10% of the issued and outstanding Dreco Common Shares of their
intention to exercise any rights of dissent; (iii) the issuance of
National-0ilwell Common Stock from time to time upon the exchange of the
Exchangeable Shares and other proposals contemplated by the Combination
Agreement shall have been approved by the National-0ilwell Stockholders in
accordance with the rules of the NYSE, applicable law and National-Oilwell's
Amended and Restated Certificate of Incorporation and bylaws; (iv) no order
shall have been entered and remain in effect in any action or proceeding before
any governmental entity that would prevent or make illegal the consummation of
the Arrangement; (v) with respect to the consummation of the Transaction and the
transactions contemplated by the Combination Agreement, among other things (a)
all regulatory orders and approvals that are legally required shall have been
obtained, (b) all waiting periods required under the law shall have expired, and
(c) National-Oilwell and Dreco shall each have filed all notices and information
required under Canadian law; (vi) the Arrangement shall have received the
allowance or approval or deemed allowance or approval by the responsible
Minister under the Investment Canada Act in respect of the Arrangement, to the
extent such allowance or approval is required; (vii) any Registration Statement
required under the Securities Act to register the National-0ilwell Common Stock
to be issued in exchange for Exchangeable Shares shall have been declared
effective on or before the mailing to the stockholders of National-0Oilwell and
Dreco of the Joint Proxy Statement/Prospectus and, if a shelf Registration
Statement is required by the SEC, the shelf Registration Statement shall have
been declared effective under the Securities Act on or before the Effective
Date, and in both cases at their effective dates and on the Closing Date, the
Registration Statements shall not be the subject of any stop-order or
proceedings seeking a stop-order, and this Joint Proxy Statement/Prospectus
shall on the Closing Date not be subject to any similar proceedings commenced or
threatened by the SEC or the applicable Canadian provincial securities
commissions or regulatory authorities; (viii) the no action request, relating to
the exemption from registration of the Exchangeable Shares to be issued to
Dreco's shareholders, shall have received a favorable response from the SEC;
(ix) the National-0ilwell Common Stock to be issued from time to time after the
Effective Time upon exchange of the Exchangeable Shares shall have been approved
for listing on the NYSE and the Exchangeable Shares shall be listed on a
reasonably acceptable Canadian stock exchange; (x) the representations and
warranties of the parties shall be true and correct as though made at and as of
the Effective Time, unless the failure to be true and correct would not have a
material adverse effect on the relevant party; (xi) the parties shall have
performed in all material respects all agreements and covenants to be performed
by them under the Combination Agreement; (xii) the parties shall have received
legal opinions dated as of the Effective Date in the form and substance
reasonably satisfactory to the parties; (xiii) the parties' boards of directors
shall have received confirmation of the respective fairness opinions as of the
date this Joint Proxy Statement/Prospectus was first mailed to the parties'
shareholders which shall not have subsequently been withdrawn; (xiv) the parties
shall have received opinions from accountants to each party to the effect that
the Transaction will qualify for pooling-of-interest accounting treatment under
U.S. GAAP; (xv) the parties shall have furnished copies to each other of all
affiliates agreements referred to in the Combination Agreement; (xvi) Dreco
shall have given a binding notice of redemption or termination of its rights
under its Rights Plan, and shall have taken any other action required under its
rights agreement and applicable law such that the only right at the Effective
Time and thereafter of the holders of rights shall be to receive the redemption
price for each right so held (a condition precedent to National-Oilwell's
obligations only); (xvii) Dreco shall have received a favorable tax opinion to
the effect that the Arrangement will be generally treated for Canadian federal
income tax purposes as a reorganization of capital for those Dreco Shareholders
who hold their Dreco Common Shares as capital property for purposes of the
Canadian Tax Act (a condition precedent to Dreco's obligations only).

Each condition to closing may be waived by either or both parties, as
appropriate, except for conditions to closing that relate to approvals required
by applicable law. At the time of any such waiver, the companies will evaluate
whether the waiver materially changes the Transaction. If the waiver does effect
a material change, the consent of shareholders and optionholders of either or
both companies will be resolicited, as appropriate.

Termination. The Combination Agreement may be terminated by mutual
agreement of the parties at any time prior to the Effective Time. Also, either
party may terminate the Combination Agreement prior to the Effective Time if:
(i) there has been a breach of any representation, warranty, covenant or
agreement contained in the Combination Agreement on the part of the other party,
and such breach has not been cured
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within 15 business days after notice thereof; (ii) all conditions for closing
the Transaction have not been satisfied or waived by October 31, 1997 (other
than as a result of a breach by the terminating party); (iii) any required
approval of the Dreco Shareholders and Dreco Optionholders or the
National-0Oilwell Stockholders shall not have been obtained; (iv) any final and
non-appealable order shall have been entered in any action or proceeding before
any governmental entity that prohibits or renders illegal the consummation of
the Transaction; (v) the board of directors of the other party or any committee
of such board of directors (A) withdraws or modifies in any adverse manner its
approval or recommendation of the Combination Agreement, the Arrangement and the
other transactions contemplated in the Combination Agreement, (B) within ten
days after the other party's request shall fail to reaffirm such approval or
recommendation, or (C) resolves to take any of the actions specified in (A) and
(B) above (a "Board Withdrawal"); or (vi) National-Oilwell shall have approved,
or agreed to or announced any agreement to effect, any transaction that would
result in any person who is not currently a National-0ilwell Stockholder
acquiring beneficial ownership of more than 50% of the issued and outstanding
capital stock of National-0ilwell (a "Change of Control Transaction"). In
addition, National-0Oilwell shall have the right to terminate the Combination
Agreement if the Dreco board of directors or any committee thereof shall approve
or recommend any Acquisition Proposal, other than with National-0ilwell or an
affiliate thereof. In addition, Dreco shall have the right to terminate the
Combination Agreement (i) prior to the approval of the Combination Agreement and
the Arrangement by Dreco Shareholders, upon five days' written notice to
National-Oilwell, if, as a result of a Superior Proposal by a party other than
National-Oilwell or its affiliates, Dreco's board of directors, after receiving
written advice of outside counsel and after giving National-Oilwell at least
five days to amend, and giving effect to all concessions made by
National-Oilwell in agreeing to amend, the Combination Agreement to provide for
terms substantially similar to those of the Superior Proposal, determines in
good faith that their fiduciary obligations under applicable law require that
such Superior Proposal be accepted; and (ii) in the event the Pre-Closing
Average Price is less than $33.00 per share and National-0ilwell, after Dreco
shall have exercised its right to request National-0Oilwell to do so, elects not
to adjust the Exchange Ratio. All decisions to terminate the agreement will be
made in accordance with the respective board's and management's fiduciary duties
to shareholders under applicable law.

Upon termination of the Combination Agreement in accordance with the terms
thereof, neither party nor their respective officers or directors shall have any
further liability under the agreement except with respect to the termination
fees described below, but the Confidentiality Agreement dated April 30, 1997
shall survive any such termination and neither party shall be released from any
liability arising from the wilful breach by such party of any of its
representations, warranties or agreements contained in the agreement.

Termination Fee. If Dreco terminates the Combination Agreement because
there has been a breach of any representation, warranty, covenant or agreement
contained in the Combination Agreement by National-Oilwell, and such breach has
not been cured within 15 business days after notice or if either party
terminates the Combination Agreement because the required approval of the
National-0ilwell Stockholders has not been obtained, then National-Oilwell shall
pay Dreco a cash termination fee of $2,500,000 at the time of termination. If
National-Oilwell terminates the Combination Agreement because there has been a
breach of any representation, warranty, covenant or agreement contained in the
Combination Agreement by Dreco or if either party terminates because the
required approval of the Dreco Shareholders and Dreco Optionholders has not been
obtained, then Dreco shall pay National-0ilwell a cash termination fee of
$2,500,000 at the time of such termination and an additional cash termination
fee of $9,500,000 if, within 12 months of such termination, Dreco enters into a
definitive agreement with respect to an Acquisition Proposal (other than with
National-0ilwell or its affiliates), or announces an Acquisition Proposal within
such 12 month period and enters into a definitive agreement in respect of such
Acquisition Proposal within 18 months of such termination. If National-0Oilwell
terminates the Combination Agreement because of a Dreco Board Withdrawal or if
Dreco terminates pursuant to its determination to accept a Superior Proposal as
described above, then Dreco shall pay National-Oilwell a cash termination fee of
$12,000,000 at the time of such termination. If Dreco terminates the Combination
Agreement because of a National-0ilwell Board Withdrawal or if National-0Oilwell
terminates in the event National-0Oilwell shall have approved, or agreed to or
announced any agreement to effect, any Change of Control Transaction, then
National-0Oilwell shall pay Dreco a cash termination fee of $12,000,000 at the
time of such termination. See "-- Termination."
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OTHER AGREEMENTS

Affiliates' Agreements. National-0ilwell and Dreco have entered into the
National-0Oilwell Affiliates' Agreements with each of the National-0ilwell
Affiliates, pursuant to which such persons have agreed that they will not sell,
transfer, encumber or otherwise dispose of any National-Oilwell Common Stock for
30 days prior to the Effective Date and after the Effective Date until
National-0ilwell shall have publicly released financial statements that include
at least 30 days of combined operating results of National-0Oilwell and Dreco.

National-0ilwell and Dreco have also entered into the Dreco Affiliates'
Agreements with each of the Dreco Affiliates, pursuant to which such persons
have agreed that they will not sell, transfer, encumber or otherwise dispose of
any Dreco Common Shares in the 30 day period preceding the Effective Date and
that they will not sell, transfer or encumber or otherwise dispose of any
Exchangeable Shares or National-0ilwell Common Stock after the Effective Date
until National-Oilwell shall have publicly released financial statements that
include at least 30 days of combined operating results of National-Oilwell and
Dreco.

In addition, the Dreco Affiliates have agreed that they will not sell,
pledge or otherwise dispose of any Exchangeable Shares or National-0ilwell
Common Stock, respectively, unless: (i) such transaction is permitted pursuant
to the provisions of Rule 145 under the Securities Act; (ii) a registration
statement covering the transaction shall have been filed with the SEC and made
effective under the Securities Act; or (iii) such transaction is permitted under
an exemption from registration under the Securities Act.

Stockholder Agreements. Stockholders owning 51.14% of National-0Oilwell
Common Stock as of July 8, 1997 have agreed to vote all voting securities of
National-Oilwell over which they have voting authority in favor of the
Combination Agreement and the transactions contemplated thereby and the
Recapitalization Plan. Dreco Shareholders who collectively owned 7.25% of the
outstanding Dreco Common Shares and Dreco Common Shares subject to Dreco Options
as of July 8, 1997, have agreed to vote all Dreco voting securities over which
they have voting authority in favor of the Arrangement Resolution.

TERMINATION OF RIGHTS PLAN

Pursuant to the Arrangement, all rights outstanding under the Rights Plan
shall be redeemed and cancelled on the Effective Date, and the Rights Plan shall
be terminated.

COURT APPROVAL OF THE ARRANGEMENT AND COMPLETION OF THE TRANSACTION

An arrangement of a corporation under the ABCA requires approval by both
the Court and the securityholders of the subject corporation. Prior to the
mailing of this Joint Proxy Statement/Prospectus, Dreco obtained the Interim
Order providing for the calling and holding of the Dreco Meeting and other
procedural matters. A copy of the Interim Order is attached hereto as Annex C.
The Notice of Petition for the Final Order appears at the front of this Joint
Proxy Statement/Prospectus.

Subject to the approval of the Arrangement by the Dreco Shareholders and
Dreco Optionholders at the Dreco Meeting, the hearing in respect of the Final
Order is scheduled to take place on the date and at the time set forth in the
Notice of Petition for the Final Order, in the Court at the Court House, 611-4th
Street, S.W., Calgary, Alberta, Canada. All Dreco Shareholders and Dreco
Optionholders who wish to participate or be represented or to present evidence
or arguments at that hearing must serve and file a notice of appearance as set
out in the Notice of Petition for the Final Order and satisfy any other
requirements. At the hearing of the application in respect of the Final Order,
it is anticipated that the Court will consider, among other things, the fairness
and reasonableness of the Arrangement, including specifically (i) the exchange
of Dreco Common Shares for Exchangeable Shares and (ii) the conversion of Dreco
Options into options to purchase National-0ilwell Common Stock. The Court may
approve the Arrangement as proposed or require amendments or refuse to approve
the Arrangement.

The Final Order will constitute the basis for an exemption from the
registration requirements of the Securities Act for the issuance of Exchangeable
Shares and the conversion of Dreco Options into options to purchase
National-Oilwell Common Stock.
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Assuming the Final Order is granted and the other conditions to the
Combination Agreement are satisfied or waived, it is anticipated that the
following will occur substantially simultaneously: Articles of Arrangement will
be filed with the Registrar under the ABCA to give effect to the Arrangement,
the Support Agreement and the Voting and Exchange Trust Agreement will be
executed and delivered, and the various other documents necessary to consummate
the transactions contemplated under the Combination Agreement will be executed
and delivered. Subject to the foregoing, it is presently anticipated that the
Effective Date will occur on or about August 29, 1997.

ANTICIPATED ACCOUNTING TREATMENT

The Arrangement is anticipated to be accounted for using the
pooling-of-interests method of accounting under U.S. GAAP. Under the
pooling-of-interests method of accounting, the assets, liabilities and
shareholders' equity and the operating results of Dreco and National-0ilwell
will be carried forward by National-0ilwell at their recorded amounts, and there
is no recognition of additional goodwill relating to either National-0Oilwell or
Dreco in connection with the Transaction.

National-0ilwell and Dreco have entered into affiliates' agreements with
each Dreco Affiliate and National-Oilwell Affiliate. See "-- Other
Agreements -- Affiliates' Agreements." Such agreements relate to, among other
things, the ability of National-0ilwell to account for the Transaction as a
pooling-of-interests under U.S. GAAP.

BUSINESS COMBINATION COSTS

National-0Oilwell and Dreco expect to incur non-recurring business
combination costs estimated at $8.5 million, primarily related to professional
and advisory fees related to the Transaction, as well as severance,
consolidation and other integration costs associated with the combination.

PROCEDURES FOR EXCHANGE BY DRECO SHAREHOLDERS AND DRECO OPTIONHOLDERS

Dreco Shareholders. Enclosed with copies of this Joint Proxy Statement
delivered to the registered holders of Dreco Common Shares is a Dreco Letter of
Transmittal which, when duly completed and returned together with a certificate
for Dreco Common Shares, shall enable each Dreco Shareholder to exchange such
Dreco Common Shares for that number of (i) Exchangeable Shares equal to the
number of Dreco Common Shares held by such shareholder multiplied by the
Exchange Ratio or (ii) at the election of the holder in the Dreco Letter of
Transmittal, indirectly for the same number of shares of National-Oilwell Common
Stock pursuant to an election under the Exchange Put Right. See "-- Transaction
Mechanics and Description of Exchangeable Shares."

No certificates representing fractional Exchangeable Shares will be issued.
In lieu of fractional Exchangeable Shares, each holder of a Dreco Common Share
who would otherwise be entitled to receive a fraction of an Exchangeable Share
shall be paid by Dreco an amount of cash (rounded to the nearest whole cent in
U.S. dollars) equal to the product of (i) such fraction, multiplied by (ii) the
average closing price of the National-0ilwell Common Stock on the NYSE for the
ten trading days ended on the last trading date prior to the Effective Date.

Any use of the mails to transmit a certificate for Dreco Common Shares and
a related Dreco Letter of Transmittal is at the risk of the Dreco Shareholder.
If these documents are mailed, it is recommended that registered mail, with
return receipt requested, properly insured, be used.

If the Arrangement proceeds and the Transaction is completed, certificates
representing the appropriate number of Exchangeable Shares or shares of
National-0ilwell Common Stock issuable to a former holder of Dreco Common Shares
who has complied with the procedures set out above, together with a U.S. dollar
check in the amount, if any, payable in lieu of fractional Exchangeable Shares
or National-0Oilwell Common Stock will, as soon as practicable after the later of
the Effective Date and the date of receipt of a certificate for Dreco Common
Shares and a related Dreco Letter of Transmittal, be (i) forwarded to the holder
at the address
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specified in the Dreco Letter of Transmittal by first class mail or (ii) made
available at one of the offices of the Trustee designated for that purpose in
the Dreco Letter of Transmittal for pickup by the holder.

If the Arrangement does not proceed, all certificates representing Dreco
Common Shares transmitted with a related Dreco Letter of Transmittal will be
returned to Dreco Shareholders.

Where a certificate for Dreco Common Shares has been destroyed, lost or
mislaid, the registered holder of that certificate should immediately contact
Montreal Trust Company of Canada, the transfer agent of the Dreco Common Shares,
regarding the issuance of a replacement certificate upon the holder's satisfying
such requirements as may be imposed by Dreco in connection with issuance of the
replacement certificate.

Dreco Optionholders. Each outstanding Dreco Option will be assumed by
National-Oilwell and will be automatically converted at the Effective Date to
become an option to purchase shares of National-0ilwell Common Stock in
accordance with the terms of the Arrangement. Promptly after the Effective Time,
National-0ilwell will notify each Dreco Optionholder of such conversion and the
particulars thereof.

STOCK EXCHANGE LISTING

The TSE has conditionally approved the listing and posting for trading of
the Exchangeable Shares on the Effective Date, subject to compliance with its
usual requirements. National-0Oilwell will apply for and expects to obtain from
the NYSE approval for listing on a when issued basis of the shares of
National-Oilwell Common Stock to be issued from time to time in exchange for
Exchangeable Shares and upon future exercise of the Dreco Options.

ELIGIBILITY FOR INVESTMENT IN CANADA

Exchangeable Shares. The Exchangeable Shares, provided they are listed on
a prescribed stock exchange in Canada (which currently includes the TSE): (i)
will not be foreign property under the Canadian Tax Act for trusts governed by
registered pension plans, registered retirement savings plans, registered
retirement income funds and deferred profit sharing plans or for certain other
tax-exempt persons; and (ii) will be qualified investments under the Canadian
Tax Act for trusts governed by registered retirement savings plans, registered
retirement income funds and deferred profit sharing plans.

National-Oilwell has indicated that it intends to use its best efforts to
cause Dreco to maintain the listing of the Exchangeable Shares on the TSE. In
certain other circumstances, the Exchangeable Shares will be qualified
investments even if the shares are not listed.

Voting Rights and Exchange Rights. The Voting Rights and the Exchange
Rights will not be qualified investments and will be foreign property under the
Canadian Tax Act. However, as indicated under "Income Tax Considerations to
Dreco Shareholders -- Canadian Federal Income Tax Considerations to Dreco
Shareholders -- Shareholders Resident in Canada," Dreco is of the view that the
fair market value of these rights is nominal.

National-Oilwell Common Stock. The National-0Oilwell Common Stock will be a
qualified investment under the Canadian Tax Act for trusts governed by
registered retirement savings plans, registered retirement income funds and
deferred profit sharing plans provided such shares remain listed on the NYSE or
another prescribed stock exchange. The National-Oilwell Common Stock will be
foreign property under the Canadian Tax Act.

REGULATORY MATTERS

The Transaction is subject to the premerger filing requirements of the HSR
Act, and on May 30, 1997, National-0Oilwell and Dreco made premerger filings
under the HSR Act with the FTC and the Antitrust Division of the Department of
Justice. On June 17, 1997, early termination of the required waiting period
under the HSR Act was granted. In addition, National-Oilwell and Dreco have
initiated a filing under the Investment Canada Act, the