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Achieve more together

These materials are confidential and have been prepared by OAO Severstal (Severstal) 

solely for your information and may not be reproduced, retransmitted or further 

distributed to any other person or published, in whole or in part, for any other purpose.

These materials may contain projections and other forward-looking statements 

regarding future events or the future financial performance of Severstal. You can 

identify forward-looking statements by terms such as “expect,” “believe,” “estimate,” 

“intend,” “will,” “could,” “may” or “might”, or other similar expressions. Severstal cautions 

you that these statements are only predictions and that actual events or results may 

differ materially. Severstal will not update these statements to reflect events and 

circumstances occurring after the date hereof. Factors that could cause the actual 

results to differ materially from those contained in projections or forward-looking 

statements of Severstal may include, among others, general economic and competitive 

environment conditions in the markets in which Severstal operates, market change in 

the steel and mining industries, as well as many other risks affecting Severstal and its 

operations.

These materials do not constitute or form part of any advertisement of securities, any 

offer or invitation to sell or issue or any solicitation of any offer to purchase or subscribe 

for, any securities of Severstal in any jurisdiction, nor shall they or any part of them nor 

the fact of their presentation, communication or distribution form the basis of, or be 

relied on in connection with, any contract or investment decision.

No representation or warranty, express or implied, is given by Severstal, its affiliates or 

any of their respective advisers, officers, employees or agents, as to the accuracy of the 

information or opinions or for any loss howsoever arising, directly or indirectly, from any 

use of these materials or their contents.
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Summary
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Highlights

– Further improvements in global demand, higher prices for steel and management action on cost 

reduction initiatives resulted in stronger financial performance with positive EBITDA* and net profit, 

and strong cash flow  

– Revenue up 22.3% to $3,487 million in Q3 (Q2 09: $2,852 million)

– Positive EBITDA of $368 million in Q3 (Q2 09: negative $5 million), driven by better market 

environment and on-going cost saving initiatives 

– Net profit** of $66 million, including a $55 million pre-tax foreign exchange gain (Q2 09: net loss of 

$290 million, including a $167 million pre-tax foreign exchange gain)

– Strong free cash flow**** of $279 million (Q2 09: $18 million), as a result of prudent and effective 

working capital management

– Another strong performance from Russian operations, with a significant improvement in US 

operations

– Revenue of $9,135 million (9m 08***: $18,373 million), as a result of lower sales volumes and a 

drop in average prices, particularly in early 2009

– Positive EBITDA of $207 million (9m 08***: positive EBITDA of $5,067 million)

– Net loss of $878 million, including a $160 million pre-tax foreign exchange loss (9m 08***: net profit 

of $3,243 million, including a $45 million pre-tax foreign exchange loss)

– Cash, short-term deposits and committed unused credit lines of $3,602 million as at 30 September 

2009, exceed current short-term debt obligations of $1,495 million

– Cash, cash equivalents and short-term bank deposits of $3,161 million as at 30 September 2009

– 9m operating cash flow includes $1,478 million of working capital release; including $442 million in 

Q3

* EBITDA represents profit/(loss) from operations plus depreciation and amortisation adjusted for gain/(loss) on disposals of property plant and equipment. 

**   Net  profit/(loss) attributable to shareholders

*** 9m08 amounts reflect adjustments made in connection with the completion of purchase price allocations and acquisitions from the majority shareholder

**** Free cash flow was calculated as follows: Net  cash from operating activities adjusted for additions to property, plant and equipment, additions to intangible 
assets, proceeds from disposal of property,  plant  and equipment,  interest received and dividends received.

Q3 Highlights

9m Highlights

Cash
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Operational Restructuring

– Cost savings initiatives and higher utilisation rates resulted in lower per unit cost of sales in all divisions and improvement 

in EBITDA margin to 10.6% for Q3 (Q2 09: negative 0.2%)

– Capital expenditure in 9m 09 in line with $1.0 billion full year guidance

• Q3 capital expenditure of $247 million; 9m capital expenditure of $724 million

– Focused management actions to enhance North American performance

• Cost saving measures taken to date in North America have delivered significant early improvements in performance

• Management currently discussing in depth 2010 operational plan with unions in US; North American business 

continues to be managed to ensure that it is profitable and cash positive going forward

– Release of $ 440 million working capital from inventory stocks in Q 3 with substantial  contribution of North American 

operations  compared to $633 million  in Q2
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Key Financials

$ mln unless 

otherwise stated Q3 2009 Q2 2009 9m 2009 9m 2008****

Revenue 3,487 2,852 9,135 18,373

Profit/(Loss) from Operations 120 (228) (503) 4,255

Operating Margin, % 3.4% (8.0%) (5.5%) 23.2%

EBITDA* 368 (5) 207 5,067

EBITDA Margin, % 10.6% (0.2%) 2.3% 27.6%

Net Profit/(Loss)** 66 (290) (878) 3,243

Net Margin, % 1.9% (10.2%) (9.6%) 17.7%

EPS, $ 0.07 (0.29) (0.87) 3.22

DPS***, $ 0.00 0.00 0.00 1.23

* EBITDA represents profit/(loss) from operations plus depreciation and amortisation adjusted for gain/(loss) on disposals of property plant and equipment. 

**  Net profit/(loss) attributable to shareholders

***Dividends announced on the basis of respective period results, translated at the exchange rate as of the date of recommendation by the Board of Directors.

**** These amounts reflect adjustments made in connection with the completion of purchase price allocations and acquisitions from the majority shareholder. 
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Revenue and Profit

– Revenues up 22.3% q-o-q

• Improved demand and pricing across the 

group

• Sales volumes higher in Q3 in all divisions

– Cost savings and higher utilisation rates resulted in 

lower per unit cost of sales in all divisions

– 26.3% decrease in 9m G&A y-o-y and 19.2% q-o-q 

in Q3 

– Strong growth in EBITDA in Severstal Russian 

Steel

– EBITDA in North American operations remained 

negative in Q3 but substantially improved q-o-q 

– EBITDA in European operations remained flat in 

Q3 q-o-q  
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Divisional Review
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Divisional Results

$ mln Q3 2009 Q2 2009 9m 2009 9m 2008

Severstal Russian Steel 1,728  1,340 4,225   10,294

Severstal Resources 470 415 1,250  2,017

North America 1,081 912 2,965  3,966

European Operations (Lucchini) 383 386 1,224   3,323

Intersegment Adjustments (175) (201) (529) (1,227)

Total 3,487 2,852 9,135 18,373   

$ mln Q3 2009 Q2 2009 9m 2009 9m 2008

Severstal Russian Steel 435 242 765 3,389

Severstal Resources 88 86 215 817

North America (78) (236) (557) 451

European Operations (Lucchini) (83) (86) (212) 431

Intersegment Adjustments 6 (11) (4) (21)

Total 368 (5) 207 5,067

Revenue 

EBITDA

Source: Company
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Severstal Russian Steel

– In Q3 compared to Q2 2009:

• Revenue up 29.0%

• Sales volume up 29.5%

• EBITDA up 79.8%

– Increase in EBITDA margin to 25.2% in Q3 compared 

to 18.1% in Q2 due to cost control measures and 

higher utilisation

– The cost of slab production was down 8% in Q3 q-o-q

– Share of export sale volumes increased from 36.9% in 

9m 2008 to 53.2% in 9m 2009 y-o-y

– Pick up in demand on the domestic market was 

seasonal and fragmented

• Hot-rolled strip, pipe and pipe plate production 

led the recovery

• Seasonal pick up in construction segment
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Severstal Resources

– In Q3 compared to Q2 2009:

• Revenue up 13.3%

• EBITDA up 2.3%

• Coking coal concentrate production up  15.4%

• The production of iron ore products up  11.8%

– PBS Coals increased production of coking coal 

concentrate from 37K tonnes in Q2 to 185K in Q3

– The unit cost of production was down 2.9% in Karelsky 

Okatysh and 13.8% in Olkon in Q3 q-o-q

– Average selling prices were lower in Q3:

• Vorkuta’s price for coal was 13.0% lower q-o-q 

• Prices for iron ore products decreased 1.6% q-o-q

– Gold business contributed $98 million to 9m EBITDA

increment:

• Gold production up 29.3% in Q3 q-o-q
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Severstal International: North America

– In Q3 compared to Q2 2009:

• Revenue up 18.5%

• Sales volume up 20.6%

– Market environment improved both in volumes and prices

– EBITDA per tonne remained negative but improved by 

72.7%

– Operational plan for North America is under discussion 

with unions

– Release of working capital from raw material stocks 

continued in Q3 
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Severstal International: European Operations

– Lucchini 9m EBITDA of negative $212 million (9m 08: 

positive $431 million) resulted from contraction in demand 

by key customers

• Sales volumes have been nearly the half of the 

comparative period of  2008

• The blast furnace in Piombino was idle for 24 days in 

July and August

– Lower average sales prices in Q3 reflects decrease in raw 

material prices and the evolution of the product mix

• Lower raw material prices positively effected costs 

but pushed long steel prices down in Q3

– Management gains partially compensated the negative 

impact of low utilisation on fixed costs
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Overview of Cash Flow and Statement of Financial Position
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Strong Cash Position and Financing Structure in Place  

– Cash, short-term deposits and committed 

facilities significantly exceed short-term debt 

obligations

– Operating cash flow in 9m includes $1,478 

million of net working capital release

– Committed unused credit lines of $441 million 

as at September 30, 2009

– Amendment to EBRD facility  waiving  

covenants signed in September  
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Debt Schedule

Source: Company

– In the next 12 months Severstal has to pay down $1,122 

million of different loans

– Expiring credit facilities renewed in Q3 as planned

– Liquidity became more available in Q3 in the Russian 

market at lower cost

– Proceeds from the ruble bond issue were used to repay 

working capital loans

– Principal Long-Term Borrowings

• Eurobond 2013 $1,250 million

• Eurobond 2014 $375 million

• EBRD €600 million; amortising from December 2009 

to 2017

• PXF $1,200 million amortising from 2010 to 2013

• $494 million bonds denominated in roubles

Short-Term Debt Schedule*

Short-Term and Long-Term Debt Schedule*

* Excluding accrued interest and unamortised balance of transaction costs
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Outlook
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Outlook

– More stability in our main markets is making our view for the full year 2009 and the next year more positive

– Seasonal correction in winter can’t be ruled out but further recovery in 2010 is likely

– The main down side risk is that real global economic growth the next year would be lower than anticipated by markets

– Further improvements in the global steel markets depend on the pace of economic recovery and production and pricing 

discipline in the industry

– In Russia we expect steady recovery in demand from key consuming industries but the share of export operations will stay high

– In US the restructuring will make our cost base more flexible in 2010 and our market position more competitive

– In Europe further cost cutting will improve the financial performance of Lucchini
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Conclusion

– Further improvements in global demand, higher prices for steel and management action on cost 

reduction initiatives resulted in stronger financial performance with positive EBITDA* and net profit, 

and strong cash flow  

– Revenue up 22.3% to $3,487 million in Q3 (Q2 09: $2,852 million)

– Positive EBITDA of $368 million in Q3 (Q2 09: negative $5 million), driven by better market 

environment and on-going cost saving initiatives 

– Net profit** of $66 million, including a $55 million pre-tax foreign exchange gain (Q2 09: net loss of 

$290 million, including a $167 million pre-tax foreign exchange gain)

– Strong free cash flow**** of $279 million (Q2 09: $18 million), as a result of prudent and effective 

working capital management

– Another strong performance from Russian operations, with a significant improvement in US 

operations

– Revenue of $9,135 million (9m 08***: $18,373 million), as a result of lower sales volumes and a 

drop in average prices, particularly in early 2009

– Positive EBITDA of $207 million (9m 08***: positive EBITDA of $5,067 million)

– Net loss of $878 million, including a $160 million pre-tax foreign exchange loss (9m 08***: net profit 

of $3,243 million, including a $45 million pre-tax foreign exchange loss)

– Cash, short-term deposits and committed unused credit lines of $3,602 million as at 30 September 

2009, exceed current short-term debt obligations of $1,495 million

– Cash, cash equivalents and short-term bank deposits of $3,161 million as at 30 September 2009

– 9m operating cash flow includes $1,478 million of working capital release; including $442 million in 

Q3

* EBITDA represents profit/(loss) from operations plus depreciation and amortisation adjusted for gain/(loss) on disposals of property plant and equipment. 

**  Net profit/(loss) attributable to shareholders

*** 9m08 amounts reflect adjustments made in connection with the completion of purchase price allocations and acquisitions from the majority shareholder

**** Free cash flow was calculated as follows: Net  cash from operating activities adjusted for additions to property, plant and equipment, additions to 
intangible assets, proceeds from disposal of property,  plant  and equipment,  interest received and dividends received

Q3 Highlights

9m Highlights

Cash
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Appendices
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Statement of Financial Position: Summary 

$ mln As at December 31, 2008 As at September 30, 2009

Current Assets 10,692 8,406

Non-current Assets 11,791 11,804

Total Assets 22,483  20,210  

Current Liabilities 4,767  3,565  

Non-current Liabilities 8,163  8,152

Total Equity 9,553   8,493

Total Equity and Liabilities 22,483   20,210
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Summary of Income Statement

$ mln unless otherwise stated 9m 2009 9m 2008 Change, y-o-y

Sales 9,135 18,373 (50.3%)

Cost of Sales (8,341)  (12,498)  (33.3%)

(Loss)/Profit from Operations (503) 4,255 n.m.

Operating Margin, % (5.5%) 23.2%

Net (Loss)/Profit (878) 3,243 n.m.

Net Margin, % (9.6%) 17.7%

EPS, $ (0.87) 3.22 n.m.

$ mln unless otherwise stated Q3 2009 Q2 2009 Change, q-o-q

Sales 3,487 2,852 22.3%

Cost of Sales (2,923)  (2,660)  9.9% 

Profit/(Loss) from Operations 120 (228) n.m.

Operating Margin, % 3.4% (8.0%)

Net Loss 66 (290) n.m.

Net Margin, % 1.9% (10.2%)

EPS, $ 0.07 (0.29) n.m.
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Summary of Cash Flow Statement

$ mln 9m 2009 9m 2008

(Loss)/Profit Before Financing and Taxation (607) 4,722

Cash Generated from Operations 1,307 3,203

Interest Paid (440) (231)

Income Tax Paid (24) (824)

Net Cash from Operating Activities 843 2,148

Cash from Investing Activities (99) (3,227)

Additions to PP&E and IA (724) (1,465)

Cash from Financing Activities (481) 1,832

Effect of Exchange Rates on Cash and Cash Equivalents 20 (33)

Net Increase in Cash and Cash Equivalents 283 720

Cash and Cash Equivalents at Beginning of the Period 2,654 1,623

Cash and Cash Equivalents at End of the Period 2,937 2,343


