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Q3 2011 Results 
Overview 
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Summary 

η Group revenue rose 8.9% q/q to $4,772m and EBITDA* increased 1.9% q/q to an impressive $1,130m  

η Group EBITDA margin decreased slightly q/q, but remained high at 23.7% (Q2 2011: 25.3%) 
demonstrating the benefits of full vertical integration and product diversification 

η Profit from operations up 3.6% to $922m (Q2 2011: $890m) 

η Net profit** down 28.7% to $429m (Q2 2011: $602m) arising from a $266 million change in FX losses 
in Q3 2011 vs. Q2 2011 due to weak ruble; 

η Peak construction season in Russia drove significant increase in steel sales; lower raw materials prices 
ƘŜƭǇŜŘ ƛƴŎǊŜŀǎŜ wǳǎǎƛŀƴ {ǘŜŜƭΩǎ 9.L¢5! ǳǇ мпΦп҈ 

η On July 26, 2011, Severstal issued $500m Eurobonds due in July 2016 with an annual coupon of 6.25% 

η In November 2011, the Group decided to separate the Gold segment by exchange of 100% shares 
of  bƻǊŘ DƻƭŘ bΦ±ΦΣ ǘƘŜ ǎŜƎƳŜƴǘΩǎ ƘƻƭŘƛƴƎ ŎƻƳǇŀƴȅΣ ŦƻǊ h!h Severstal shares and GDRs based on the 
relative fair values. The separation is expected to be completed in January 2012. The transaction will 
be accounted as a deduction from equity equaling to the net assets of the separated segment at the 
date of the transaction. 

Q3 2011 highlights  

*EBITDA represents profit /(loss) from operations plus depreciation and amortization of productive 
assets adjusted for gain/(loss) on disposals of property, plant, equipment and intangible assets.  

**  Attributable to shareholders of OAO Severstal.  



REVENUE Dynamics and Breakdown  

Q3 2011 Revenue: $4,772m 
(Q2 2011: $4,383m; +8.9%) 
 

Higher sales were driven by solid construction 
demand in Russia, production growth at Steel 
Resources and expansion at Columbus, US 

9M 2011 Revenue: $12,882m 

(9M 2010: $9,847m; +30.8%) 
 

Impressive increase in sales was driven by higher 
prices and realized volumes 
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EBITDA Dynamics and Breakdown  

Q3 2011 EBITDA: $1,130m 
(Q2 2011: $1,109m; +1.9%) 
 

Russian Steel was the major EBITDA driver in 
Q3 due to higher realized volumes. Falling 
prices impacted the SNA performance, delayed 
sales volumes ς ǘƘŜ DƻƭŘΩǎ ŘȅƴŀƳƛŎǎΦ 

9M 2011 EBITDA: $3,173m 
(9M 2010: $2,364m; +34.2%) 
 

{ǘǊƻƴƎ ŜŀǊƴƛƴƎǎ ƎǊƻǿǘƘ ŀŎǊƻǎǎ ŀƭƭ ǘƘŜ DǊƻǳǇΩǎ 
segments, especially at Steel Resources 
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Divisional Performance 
and Market Outlook 
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Severstal Russian Steel 

η Q3 2011 EBITDA up 14.4% to $499m (Q2 2011: $436m) with EBITDA 
margin up to 16.7% on declining input costs 

η Q3 revenue up 6.5% q/q to $2,989m. Lower realized prices were 
compensated by robust sales volumes due to peak construction 
season in Russia. This allowed us to maintain full capacity utilization 
at the production sites, including Izhora Pipe Plant, as well as sales 
from inventories 

η Share of high-value-added products of 44% in Q3 was slightly up 
from 42% in Q2 on higher sales of CRC, plate, galvanized and color-
coated sheet, as well as LD pipes 

Share of high-value-added products* 
in total steel shipments, % 

EBITDA per tonne and average selling price 

*All steel products, incl. pipes, etc.; Ex Works price terms.  

Revenue by destination, % 

* High-value-added comprises: plate; cold-rolled , galvanized and metallic 
coated, color coated sheet; metalware; large-diameter and other pipes. 

EBITDA drivers in Q3 2011, $m 
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Steel Resources 

η Q3 2011 revenue increased 5.3% to $1,057m on the back of higher 
coking coal concentrate and iron ore pellets sales, which offset 
declining bulks prices 

η Q3 2011 EBITDA decreased slightly by 3.2% to $460m (Q2 2011: 
$475m). The major reason for drop in earnings was cost increase at 
Vorkutaugol, due to delayed commissioning of a huge new longwall 
face at Vorgashorskaya mine, as well as seasonal increase in repairs 

η PBS Coals continued ramping up production of coking coal 
concentrate with sales of the product surging 46% q/q to 776 kt 
(partly attributed to the delayed sales from Q2) 

EBITDA per tonne and average selling price 
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*Free carrier price terms.  

EBITDA drivers in Q3 2011, $m  
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Severstal International (North America)  
η Q3 2011 EBITDA of $42m (Q2 2011: $76m), EBITDA margin of 4.4% (Q2 

2011: 9.4%) due to further drop in realized prices on the back of flat raw 
materials costs 

η Newly launched EAF at Columbus boosted HRC sales by 76% in Q3. 
Commissioning of downstream facilities at Phase II will enable Columbus 
to improve product mix from November 2011 

η On August 18 new PLTCM was successfully launched at Dearborn. The new 
cold-rolling facilities will decrease conversion costs and further improve 
the quality of the products 

η Steel demand remained strong in Q3,  bolstered by auto sales and pipe & 
tube demand; YTD steel demand through the 2nd week of November is 
74.8 mt, +7.1% vs 2010.  Demand is expected to slow in Q4 due to 
seasonal slowdown in automotive and construction 

EBITDA per tonne and average selling price 

EBITDA drivers in Q3 2011, $m 

*All steel products, mixed price terms, resulting ex works. 
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Commissioning of Columbus Phase II on November 17, 2011 

From left to right: T. Marchak, SNA Vice President, Commercial; S. Kuznetsov, SNA CEO; P. Bryant, Governor of Mississippi; 
!Φ aƻǊŘŀǎƘƻǾΣ {ŜǾŜǊǎǘŀƭΩǎ  /9hΤ ²Φ ²ƛƴƭŀƴŘΣ DŜƴŜǊŀƭ aŀƴŀƎŜǊ ƻŦ {ŜǾŜǊǎǘŀƭ /ƻƭǳƳōǳǎ  Page 10 



Gold (Nordgold) 

η Average Q3 gold price set another record at $1,694/oz 

η Production in dore decreased slightly q/q to 192.1 koz due to 
monsoon season in Africa. Y/y output up 43% mainly due to the 
consolidation of Crew Gold 

η Selling volumes in Q3 of 149.4 koz, reflecting delayed sales of the 
processed and dore gold 

η Q3 EBITDA of $112m down 15.2% q/q, primarily due to lower sales 
volumes 

η Total cash costs (TCC) in Q3 2011 down 6% q/q to $681/oz due to 
business optimization and further cost control implementation. In 9M 
2011 TCC were $675/oz. Going forward, we expect TCC to stabilize at 
this level due to an improved production profile and stabilising macro 
environment. 

EBITDA per ounce and average selling price 

bƻǊŘƎƻƭŘΩǎ ƻǳǘǇǳǘ ŘȅƴŀƳƛŎǎ ōȅ ŎƻǳƴǘǊȅΣ ƪƻȊ 
EBITDA drivers in Q3 2011, $m  
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Financial Position 



Cash Flow and Net Working Capital  

η Solid cash cushion of $1,995m in cash 
and short-term deposits 

η Doubled 9M 2011 operating cash-flow 
compared to the previous year 
($1,634m vs $827m in 9M 2010) 

η Financing cash flow reflects service of 
9M 2011 scheduled debt maturities of 
$294m 

η Stricter control over NWC on q/q basis: 
$3,032m as of Sep 30, 2011, compared 
to $3,343m as of Jun 30, 2011 

 
Net working capital, $m* 

September 30, 2011  Dec 31, 2010 Change,  % 

3,032 2,342 29.5% 

Net working capital as % of sales* 

September 30, 2011  Dec 31, 2010 Change, ppts 

18.3% 17.3% 1.0 ppts 

Net Working Capital ** for Q3 2011, $m 

* Figures exclude Lucchini and North America disposal groups. 

** Calculation NWC excl. dividends and assets held for sale 

Highlights:  
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Robust Liquidity and Sustainable Leverage  

η Consistently strong liquidity position:  

η Cash and short-term deposits                  
of $1,995m  

η Committed unused credit lines                 
of $393m  

η Upcoming short-term debt maturities 
serviced with available liquidity ς 
$2,388m.  

η STD2011 maturities in Q4 2011 of 
$288m 

η FY2012 maturities amounted to 
$1,344m  

η Net Debt/EBITDA of 1.0x  

*Excluding accrued interest and unamortised balance of transactional costs 
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Debt Structure  

ÅOn this chart the total debt excludes accrued interest and unamortised balance of transactional costs . 

η As of 30.09.2011 no considerable changes in current debt structure, 63.4% of which is 
represented by public debt 
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Market Outlook  

Global:  

ηThe global economic landscape remains uncertain, and we expect lower orders from 

customers at the end of the year. However the market is expecting some positive signs of 

recovery in Q1 2012 related to restocking, stabilizing raw material prices and start of the 

construction season in Asia.  

ηIn Russia, despite relatively strong demand, Q4 2011 is traditionally comparatively weak, 

so some decrease in consumption is anticipated.  

ηIn US, we forecast demand to slow in Q4 2011 due to steel market seasonality, especially 

in the automotive and construction markets. On the positive side, Q3 2011 US GDP grew 

by 2.0%, while industrial production continues to increase and construction activity is 

showing signs of bottoming out. 
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Q3 2011 Conclusions  

η EBITDA increased 1.9% to $1,130m, retaining high EBITDA margin of 23.7% 

η Peak construction season in Russia in Q3 drove increase Russian steel products sales by 11% 

η In the US the newly launched EAF at Columbus enabled boost of HRC sales. On August 18 new 
PLTCM was successfully launched at Dearborn, as planned. Commissioning of the downstream 
facilities at Columbus Phase II and hot dip galvanizing line in Dearborn are scheduled for 
November and December 2011 respectively 

η In November 2011, the Group decided to separate the Gold segment by exchange of 100% 
shares of  bƻǊŘ DƻƭŘ bΦ±ΦΣ ǘƘŜ ǎŜƎƳŜƴǘΩǎ ƘƻƭŘƛƴƎ ŎƻƳǇŀƴȅΣ ŦƻǊ h!h {ŜǾŜǊǎǘŀƭ ǎƘŀǊŜǎ ŀƴŘ D5wǎ 
based on the relative fair values. The separation is expected to be completed in January 2012. 
The transaction will be accounted as a deduction from equity equaling to the net assets of the 
separated segment at the date of the transaction. 
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Thank you. Q&A 



Appendices 



Summary Income Statement 

$ million, unless otherwise stated  Q3 2011 Q2 2011 9M 2011 9M 2010 

Revenue  4,772 4,383 12,882 9,847 

EBITDA*  1,130 1,109 3,173 2,364 

EBITDA margin, %  23.7% 25.3% 24.6% 24.0% 

Profit from operations  922 890 2,549 1,795 

Operating margin, %  19.3% 20.3% 19.8% 18.2% 

Net profit / (loss)**  429 602 1,550 (225) 

EPS, $  0.43 0.60 1.54 (0.22) 

Dividend per share, $***  0.15 0.14 

*  EBITDA represents profit /(loss) from operations plus depreciation and amortization of productive assets adjusted for gain/(loss) on disposals of property, plant, 
equipment and intangible assets; **  Attributable to shareholders of OAO Severstal.  ***  Dividends announced on the basis of respective period results, translated at 
the exchange rate as of the date of recommendation by Board of Directors 
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Q3 2011 REVENUE Breakdown by Region 

Q3 2011 Highlights:  

η Continued sales growth to major consuming regions ς Russia and North America 

η Decrease in shipments to EuropeΧ 

η Χ ƻŦŦǎŜǘ ōȅ ƘƛƎƘŜǊ ǎǳǇǇƭƛŜǎ ǘƻ !ǎƛŀΦ 

Q3 2011/Q2 2011, $m 9M 2011/ 9M 2010, $m 
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Q3 2011 Division Results 

Q3 2011 Q2 2011 Change, %  9M 2011 9M 2010 Change, %  

Revenue ($m) 2,989 2,807 6.5% 8,206 6,342 29.4% 

Cost of sales ($m) (2,245) (2,095) 7.2% (6,069) (4,220) 43.8% 

SG&A ($m) (117) (139) (15.8%) (371) (297) 24.9% 

SG&A as % of Revenue 3.9% 5.0% (1.1 ppts) 4.5% 4.7% (0.2 ppts) 

EBITDA ($m) 499 436 14.4% 1,369 1,271 7.7% 

Operating Profit  ($m) 416 346 20.2% 1,115 1,043 6.9% 

EBITDA Margin, % 16.7% 15.5% 1.2 ppts 16.7% 20.0% (3.3 ppts) 

EBITDA per tonne ($/t)  162 156 3.8% 161 161 - 

Average Selling Price (US$/t* ) 885 915 (3.3%) 880 716 22.9% 

Severstal Russian Steel 

Q3 2011 Q2 2011 Change, %  9M 2011 
9M 2010 

restated***  
Change, %  

Revenue ($m)  962 811 18.6% 2,531 2,301 10.0% 

Cost of sales ($m)  (936) (738) 26.8% (2,397) (2,248) 6.6% 

SG&A ($m)  (19) (22) 13.6% (62) (62) - 

SG&A as % of Revenue 2.0% 2.7% (0.7 ppts) 2.4% 2.7% (0.3 ppts) 

EBITDA ($m)  42 76 (44.7%) 163 84 94.0% 

Operating Profit / (Loss) ($m) 12 49 (75.5%) 79 (26) n.a. 

EBITDA Margin, %  4.4% 9.4% (5.0 ppts) 6.4% 3.7% 2.7 ppts 

EBITDA per tonne ($/t)  39 92 (57.6%) 58 29 100.0% 

Average Selling Price (US$/t** )  857 939 (8.7%) 877 771 13.7% 

Severstal International (North America) 

*All steel products, incl. pipes, etc.; Ex Works price terms  

**All steel products; mixed price terms, mostly Ex Works.  Page 22 ***These numbers were restated to reflect for discontinued operations. 



Q3 2011 Division Results (Continued) 

Q3 2011 Q2 2011 Change, %  9M 2011 9M 2010 Change, %  

Revenue ($m)  1,057 1,004 5.3% 2,825 1,893 49.2% 

Cost of sales ($m)  (490) (461) 6.3% (1,326) (1,013) 30.9% 

SG&A ($m)  (32) (24) 33.3% (97) (67) 44.8% 

SG&A as % of Revenue 3.0% 2.4% 0.6 ppts 3.4% 3.5% (0.1 ppts) 

EBITDA ($m)  460 475 (3.2%) 1,258 791 59.0% 

Operating Profit  ($m) 411 423 (2.8%) 1,105 634 74.3% 

EBITDA Margin, % 43.5% 47.3% (3.8 ppts) 44.5% 41.8% 2.7 ppts 

Steel Resources  

Gold 

Q3 2011 Q2 2011 Change, %  9M 2011 
9M 2010 
restated* 

Change, %  

Sales (Troy ounces) 149 376 197 934 (24.5%) 521 240 408 406 27.6% 

Revenue ($m)  253 299 (15.4%) 797 485 64.3% 

Cost of sales ($m) (145) (176) (17.6%) (460) (265) 73.6% 

SG&A ($m)  (16) (13) 23.1% (22) (28) (21.4%) 

SG&A as % of Revenue  6.3% 4.3% 2.0 ppts 2.8% 5.8% (3.0 ppts) 

EBITDA ($m)  112 132 (15.2%) 379 250 51.6% 

Operating Profit ($m)  72 84 (14.3%) 252 177 42.4% 

EBITDA Margin, %  44.3% 44.1% 0.2 ppts 47.6% 51.5% (3.9 ppts) 

 Page 23 *These numbers were restated to reflect FPPA. 



Summary Balance Sheet 

$ million  As at 30 September 2011  As at 31 December 2010  

Cash and Cash Equivalents  1,995 2,013  

Total Assets:  17,485 19,408  

Current Assets  7,010 9,570 

Non-current Assets  10,475 9,838 

Total Liabilities:  9,260 12,059  

Current Liabilities  3,573 6,378 

Non-current Liabilities  5,687 5,680 

Total Equity  8,225 7,350  

Total Equity and Liabilities  17,485 19,408 
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Summary Cash Flow Statement  

$ million  Q3 2011  Q3 2010 restated  9M 2011 9M 2010 restated 

Profit before Financing and Taxation  894 649 2,500 1,709 

Cash Generated from Operations  1,225 902 2,408 1,813 

  Interest Paid  (137) (182) (380) (407) 

  Income Tax Paid  (169) (26) (452) (193) 

Net cash from operating activities ς  
continuing operations  

919 694 1,576 1,213 

Net cash from/(used in) operating activities ς  
discontinued operations  

- - 58 (386) 

Net cash from Operating Activities  919 694 1,634 827 

Cash used in investing activities ς 
 continuing operations  

(626) (327) (1,333) (1,036) 

Cash used in investing activites ς  
discountinued operations  

- (40) (26) (122) 

Cash used in Investing Activites , incl. (626) (365) (1,359) (1,158) 

  Additions to PP&E and IA  (600) (358) (1,407) (841) 

Cash from/(used in) financing activities ς  
continuing operations  

124 (234) (214) (224) 

Cash from/(used in) financing activitis ς 
discontinued operations  

- 24 (28) 66 

Cash from/ (used in) Financing Activities  124 (210) (242) (158) 

Effect of Exchange Rate on Cash and Cash Equivalents  (136) 91 (51) (52) 

Net increase/(decrease)  in Cash and Cash Equivalents  281 210 (18) (541) 

Net decrease/(increase) in Cash and CE of discontinued 
operation and AHFS at end of the period 

- 5 - (257) 

Cash and Cash Eqivalents at Beginning of the Period  1,714 1,840 2,013 2,853 

Cash and Cash Eqivalents at End of the Period  1,995 2,055 1,995 2,055 
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Disclaimer 
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-

ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎ ōȅ ǘŜǊƳǎ ǎǳŎƘ ŀǎ άŜȄǇŜŎǘΣέ άōŜƭƛŜǾŜΣέ άŜǎǘƛƳŀǘŜΣέ άƛƴǘŜƴŘΣέ άǿƛƭƭΣέ 

άŎƻǳƭŘΣέ άƳŀȅέ ƻǊ άƳƛƎƘǘέΣ ƻǊ ƻǘƘŜǊ ǎƛƳƛƭŀǊ ŜȄǇǊŜǎǎƛƻƴǎΦ {ŜǾŜǊǎǘŀƭ Ŏŀǳǘƛƻƴǎ ȅƻǳ ǘƘŀǘ ǘƘŜǎŜ 

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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