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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 άŜȄǇŜŎǘΣέ άōŜƭƛŜǾŜΣέ άŜǎǘƛƳŀǘŜΣέ 
άƛƴǘŜƴŘΣέ άǿƛƭƭΣέ άŎƻǳƭŘΣέ άƳŀȅέ or άƳƛƎƘǘέΣ 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. 

Disclaimer 
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Introduction from Chairman of the Board 

Christopher Clark 
Chairman of the Board 
of Directors 
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ηStrong performance year-to-date and improvement in market position 

ηUpdated corporate strategy aimed at reinforcing competitive advantages 

ҍFocus on core steel & steel-related mining businesses 

ҍBalanced growth strategy focused on attractive markets and geographies 

ηWell-ǇƻǎƛǘƛƻƴŜŘ ƛƴ ǘƻŘŀȅΩǎ ƳŀǊƪŜǘǎ ǿƛǘƘ ǇǊǳŘŜƴǘ ŦƛƴŀƴŎƛŀƭ ǇƻƭƛŎȅ ŀƴŘ ǎǘǊŀǘŜƎȅ 

ηProgress in Business System implementation 

¢ƻŘŀȅΩǎ ¢ƘŜƳŜǎ 
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ηFive out of ten Directors, including Chairman of the Board of Directors, are independent as defined by 
the UK Corporate Governance Code 

ηSeparate committees for audit and remuneration/nomination 

Shareholders 

Audit Committee 
Martin Angle (1) (Chairman) 

Ronald Freeman (1) 

Peter Kraljic (1) 

Remuneration and 
Nomination Committee 

Rolf Stomberg (1) (Chairman) 
Christopher Clark (1) 

Alexey Mordashov (2) 

Board of Directors 
Christopher Clark (1) (Chairman) 

Rolf Stomberg (1) 
Martin Angle (1) 

Ronald Freeman (1) 

Peter Kraljic (1) 

Alexey Mordashov (2)  

Mikhail Noskov (3) 

Sergei Kuznetsov (2)       

Alexey Kulichenko (2) 

Alexander Grubman (2) 

 

Robust Corporate Governance in Place 

(1)  Independent Director. 

(2)  Executive Director. 

(3)  Non-executive Director. 
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¢ƻŘŀȅΩǎ tǊŜǎŜƴǘƛƴƎ ¢ŜŀƳ 

Alexey Mordashov 

Chief Executive Officer 

Thomas Veraszto 

SVP ς Strategy 
and Corporate 
Development 

Alexey Kulichenko 

Chief Financial Officer 

Alexander Grubman 

CEO 
Severstal Russian Steel 

Vadim Larin 

CEO 
Severstal Resources 

Sergei Kuznetsov 

CEO 
Severstal International 

Nikolai Zelenski 

CEO 
NordGold 
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Alexey Mordashov 
Chief Executive Officer 
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                  Severstal Today: Focus on Long-Term Growth 

 Page 9 



Severstal Overview: Strong, Global, Integrated 

Note: Output amounts are per annum, based on 2010 data for production assets. 

(1) After modernization/expansion program completed  

2010 H1 2011 

Crude Steel Production 14.7mt 7.5mt 

Revenue $13.6bn $8.1bn 

EBITDA $3.3bn $2.0bn 

People c.85,000 

Coking/thermal coal 

Steel mill 

Iron ore 

Gold assets 

Vorkutaugol (Russia) 
8.5mt 

Coking and thermal  
coal concentrate 

Olkon (Russia) 
4.0mt 

Iron ore concentrate 

Karelsky Okatysh 
(Russia) 
9.8mt 

Iron ore pellets 

PBS Coal (US) 
3.4mt 

Coking and thermal  
coal concentrate 

Dearborn (US) 
2.1mt  

Crude steel 

Columbus (US) 
3.1mt (1) 

Crude steel 

Cherepovets (Russia) 
11.6mt  

Crude steel 

Amapa (Brazil)-JV 
Potential: 10ς20mt  
Iron ore concentrate 

Starting 2017 
Putu Range (Liberia)-JV 

Potential: 20ς25mt  
Iron ore concentrate 

Starting 2017 

Centralniy (Russia) 
Potential: 7.5mt 

Coking coal concentrate 
Starting 2018 

Moscow 

Gold Division 
- Located in Transbaikal region of 

Russia, Kazakhstan, Guinea and 
Burkina Faso 

- Production: 800koz in 2011E 
- Reserves/resources:  8.9/23moz  
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Developed 
Markets

10%

Emerging Markets
90%

Developed 
Markets

21%

Emerging Markets
79%

Steel
55%

Steel Resources
45%

Steel
79%

Steel Resources
21%

Revenue by Segment, 1H11(1)(2) 

Revenue by Region of Production, 1H11(1)(2) EBITDA by Region of Production, 1H11(1)(2)(3) 

EBITDA by Segment, 1H11(1)(2)(3) 

Χ aŀƛƴƭȅ ƛƴ 9ƳŜǊƎƛƴƎ aŀǊƪŜǘǎ 

Steel and Steel-ǊŜƭŀǘŜŘ aƛƴƛƴƎ /ƻƳǇŀƴȅΧ 

Emerging Markets-Focused,  
Balanced Steel and Mining Earnings Streams 

Revenue, $m EBITDA, $m EBITDA Margin, % 

Period 1H 2011 1H 2010 2010 2009 1H 2011 1H 2010 2010 2009 1H 2011 1H 2010 2010 2009 

Severstal consolidated incl. Nord Gold 8,110 6,382 13,573 9,594 2,043 1,519 3,266 1,589 25% 24% 24% 17% 

Severstal consolidated ex. Nord Gold 7,567 6,081 12,819 9,076 1,776 1,363 2,890 1,353 23% 22% 23% 15% 

(1) Excluding Nord Gold. 

(2) Including intersegment transactions. 

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

(4) 

(4) 

(5) 

(6) 

(6) 

(5) 

(4) Data for Severstal Russian Steel and 
Severstal North America segments. 

(5) Data for PBS and Severstal  North 
America. 

(6)  Data for Severstal Russian Steel 
and Severstal Resources 
segments ex. Nord Gold and 
PBS. 
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4.3

4.2

4.2

3.4

3.3

2.9

2.3

ArcelorMittal

POSCO

JFE

Thyssenkrupp

Baoshan

CSN

Nippon Steel

Severstal

Gerdau

NLMK

19.1%

17.3%

16.7%

15.4%

15.3%

13.9%

13.4%

13.4%

12.2%

9.7%

Jindal

Severstal

CSN

NLMK

Tata Steel

Mechel

Tenaris

China Steel

Baoshan

POSCO

40.2%

39.9%

28.2%

27.0%

24.1%

21.3%

20.8%

20.8%

20.7%

20.6%

CSN

Jindal

NLMK

Tenaris

Severstal

China Steel

MMK

Usiminas

Mechel

Vallourec

! Dƭƻōŀƭ 9ŦŦƛŎƛŜƴŎȅ [ŜŀŘŜǊΧ 

Source: Bloomberg, Metal Bulletin. 

ROCE 2010 (1), % EBITDA Margin 2010, % EBITDA 2010, $bn 

Russian peers International Peers 

(1) ROCE is calculated by the following formula: LTM profit from operations/total assets minus current liabilities (average for the period). 
(2) For current companies EBITDA calculated by the following formula: Operating Income + Amortization. 

(2) 

(2) 

(2) 

(2) 

(2) 

(2) 

(2) 

 Page 12 

1st 

2nd 

3rd 

4th 

5th 

6th 

7th 

8th 

9th 

10th 

1st 

2nd 

3rd 

4th 

5th 

6th 

7th 

8th 

9th 

10th 

1st 

2nd 

3rd 

4th 

5th 

6th 

7th 

8th 

9th 

10th 



Χ!ƴŘ ǘƘŜ [ŜŀŘƛƴƎ wǳǎǎƛŀƴ tƭŀȅŜǊ 

EBITDA Margin 1Q11ς2Q11, % 

Source: Companies data. 

(1) ROCE is calculated by the following formula: LTM profit from operations/total assets less current liabilities (average for the period). 

(2) EVRAZ, Mechel LTM based on Q1 2011 while MMK, NLMK, Severstal LTM based on Q2 2011. 

Net Debt / LTM EBITDA 
(2) 
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ROCE LTM, % 
(1) (2) 

 

EBITDA 1Q11ς2Q11, $m 

18% 19% 19%

25% 25%

16%

28%
25%

1Q11 2Q11

MMK Evraz Mechel NLMK Severstal

4%

9%

14%
15%

21%

MMK Evraz Mechel NLMK Severstal

403

740

567 585

934

380

837

1,109

1Q11 2Q11

MMK Evraz Mechel NLMK Severstal

18% 19% 19%

25% 25%

16%

28%
25%

1Q11 2Q11

MMK Evraz Mechel NLMK Severstal

0,5x 

1,1x 

1,8x 

2,7x 

4,0x 

NLMK Severstal MMK Evraz Mechel



Thomas Veraszto 
SVP ς Strategy 
and Corporate Development 
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Well-Positioned ς Market  
Trends and Opportunities 
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èWeak economic, employment 
and manufacturing data: 

- Historical GDP data for US 
and EU has been revised 
downwards 

- PMI is nearing the crisis level 
of 50%  

- OECD leading indicators are 
pointing to a slowdown  

PMI is Falling in the Key Regions  High Level of Public Debt in 
Developed Countries, % of GDP 

Macroeconomic Risks 

Sources: IMF, OECD, Bloomberg, broker research, Severstal analysis. 

{ǘŜŜƭ tǊƛŎŜǎ ŀǊŜ CŀƭƭƛƴƎ ƛƴ /ƘƛƴŀΣ Ͼ OECD Indicators are Pointing to a 
Slowdown 
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Few sources of growth in 
developed markets 
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    China ς slower pace but still 
substantial growth 
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Economic Outlook is Mixed 

Europe ς stagnation US ς slow growth with inflation risks 
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Russia ς moderate growth 
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1.9%

-0.3%

-3.5%

3.0%

1.8%
2.4%

2007 2008 2009 2010 2011E 2012F

2.8%
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Self-
sufficiency Iron ore 

Coking 
coal 

Full 

Lacking 

Sources:  World Steel, Severstal. 

Russia, US, India and Brazil are the Most Attractive Places 
for Steel Production based on a Proper Business Model 

Brazil 

India 

Russia 

US 

257kg +6% 

52kg +10% 

132kg +5% 

+5% Apparent Finished Steel Use 

CAGR in 2011ς2015, % 

è Growing population, expanding consumer power 
and urbanization 

è Considerable infrastructure development 

è Abundant raw materials 

51kg Apparent Steel Use Per 

Capita, 2010 

258kg +4% 
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X.X% CAGR 

Global Finished Steel Consumption ς Long-term 
Prospects are Intact 

Sources: Worldsteel, Severstal analysis.    

Note: South-East Asia includes Vietnam, South Korea, Indonesia, Taiwan.  

Global Finished Steel Consumption, mt 
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/ƘƛƴŀΩǎ {ǘŜŜƭ /ƻƴǎǳƳǇǘƛƻƴ {ǘƛƭƭ Iŀǎ DǊƻǿǘƘ 
Potential  

Sources:  Worldsteel, CRU, Penn World Table, IMF, Severstal analysis. 

China Coastal and Inland Apparent Steel Use per 
Capita by Province (2010), kg  

Apparent Steel Use per Capita, kg  

GDP per capita (PPP), $2,005ths 
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Net Exports Consumption

(4%)

6%

ηSteel net exports to stay at a high 
level (>20mt) 

-Domestic steel consumption 
growth continues at a modest 
pace 

-Crude steel capacity could 
reach 100mt by 2020 from 
80mt in 2010   

η Demand for high quality steel 
to grow following the pattern of 
developed markets 

-Localization of automotive 
production (VW, Nissan, 
Renault, etc.) 

-Arctic oil & gas projects 

-Significant spending on 
modern infrastructure 
(Olympic games etc.) 

Sources:  Worldsteel, Severstal analysis. 

Russian Finished Steel Consumption and Net Exports, mt 

X% CAGR 

Russia will Continue to be a Net Steel Exporter 
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US Steel Market has Attractive Long-Term 
Fundamentals Despite Slowdown Concerns 

ηLarge steel market with growing 
population 

-Steel consumption is expected to 
recover up to 98mt by 2015 

-Population at 340m people by 
2020 from 310m people in 2010 

ηHigh margin segment of flat steel 
(10%) bolstered by growing 
volume of automotive production 
(+3m units by 2015) 

ηCaptive raw materials supply with 
contract prices lower than the 
global benchmark level 

ηWeakening dollar and good credit 
availability with low interest rates 

Sources:  CSM (Global Insight), Worldsteel, Severstal analysis. 

US Finished Steel Consumption, mt 

X% CAGR 
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5%

9%

10%

LƴŘƛŀΩǎ {ǘŜŜƭ /ƻƴǎǳƳǇǘƛƻƴ ς Healthy Growth 

ηHealthy steel production growth is 
projected to continue in the long-
term 

-Lowest per capita steel 
consumption amongst 
BRICs (51kg) 

-Urbanisation in India is 30% vs. 
almost 50% in China 

-Population is projected to grow 
by 25% to almost 1.5bn people 
by 2025 

Sources: Worldsteel, IMF, Hatch, Severstal analysis. 

LƴŘƛŀΩǎ D5t ŀƴŘ CƛƴƛǎƘŜŘ {ǘŜŜƭ ǳǎŜ 

X% Finished Steel Use CAGR 

Indian Supply/Demand Balance for Finished Steel 
Products, mt 

ηLƴŘƛŀΩǎ ǎǘŜŜƭ ƛƳǇƻǊǘǎ ǿƛƭƭ ƎǊƻǿ ƛƴ 
the coming years as new crude 
steel capacity projects are delayed 
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South-9ŀǎǘ !ǎƛŀ ƛǎ ǘƘŜ άbŜǿ CǊƻƴǘƛŜǊέ  

ηLarge and growing population: 
590m people in 2010 

η Current low steel consumption 
per capita: approximately 80kg 
in 2010 

η Rapid urbanization: 42% in 
2010 expected to grow to 50% 
by 2025 

η Robust steel consumption 
growth expected to further 
accelerate 

Sources: Worldsteel, Severstal analysis. 

South-East Asia Finished Steel use, mt 

X% CAGR 
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Ex-China Production /ƘƛƴŀΩǎ tǊƻŘǳŎǘƛƻƴ

Iron Ore Fines 
Price = $160/t  

Dƭƻōŀƭ ƛǊƻƴ ƻǊŜ ǘǊŀŘŜ Ҍ /ƘƛƴŀΩǎ ŘƻƳŜǎǘƛŎ 
production in 2011 = 1,360mt 

High Iron Ore Prices Bolstered by Cost 
Inflation and New Project Delivery Delays 

η Iron ore cost curve has a very 
steep 4th quartile which is 
expected to rise further due to: 

- Rapid cost inflation in China 
(20% yoy in 2010) 

- RMB appreciation (4% yoy on 
average in 2005ς2010) 

- Decreasing Fe content 
(currently less than 20%) 

- Existing deposits depletion 

η New supply delivery is 
suffering from 

- Project implementation delays: 
3 years on average for major 
projects 

- Infrastructure bottlenecks 

- CAPEX inflation (9% yoy in 
2005ς2010) 

Sources: Broker research, Severstal estimates. 

/ƻǎǘ /ǳǊǾŜ ŦƻǊ LƴǘŜǊƴŀǘƛƻƴŀƭ LǊƻƴ hǊŜ ¢ǊŀŘŜ ŀƴŘ /ƘƛƴŀΩǎ 5ƻƳŜǎǘƛŎ 
Production in 2011 

Cumulative Capacity mt (63% Fe Calculated) 
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Coking Coal Prices to Remain Firm on the Back of 
Fundamental Deficit of HCC 

è Robust import demand growth in 
China, India and Brazil 

è Constrained coal supply will 
support prices 

- Lack of high quality coal 
projects 

- Delivery to market is 
constrained by infrastructure 

- Frequent weather-related 
disruptions in Australia (2005, 
2007ς08 and 2010ς11) 

- Closure of small coal mines 
in China 

- Qualified labour shortage 

- Lack of equipment 

Sources: Broker research, Severstal. 

International Coking Coal Exports by Type, mt 

 Page 26 

0%

20%

40%

60%

80%

0

150

300

450

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

F

2
0

1
3

F

2
0

1
4

F

2
0

1
5

F

2
0

1
6

F

2
0
1
7
F

2
0

1
8

F

2
0

1
9

F

2
0

2
0

F

PCI Semi-soft Hard Coking (HCC) HCC share, % of Total (rhs)



Mining Well-positioned For Superior Returns 

HRC Value Chain (1) Profit Pool Split Evolution Since 1995, $bn 

Source: McKinsey, Citi, Severstal analysis. 

(1)  Flat steel assumed to represent 70% of the overall iron ore/met coal demand (the other 30% being long steel); HRC assumed to be 85% of flat steel. 
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Alexey Mordashov 
Chief Executive Officer 
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Severstal Today: 
Resilience to the Cycle and Balanced Growth Plans 
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Our Mission, Vision and Values 

Mission To be the leader in value creation 

Vision 
International vertically integrated steel and mining 
company 

Values 

Á  Customer care 

Á  Efficiency and agility 

Á  Respect to employees 

Á  Teamwork 

Á  Safety 

STRATEGY 
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High Value-Added Product Mix 

Our Strategy ς Financial and Industrial Objectives 

(1)  Normalized EBITDA ς average EBITDA from 2004. 

To be a global industry leader ς target TOP 5 by EBITDA globally 

EBITDA margin >20% over 
the cycle 

Net Debt/normalized EBITDA between 
0.5x and 1.5x (1) 

In TOP 10 global steel 
companies by ROCE 

Vertical Integration Cost Advantage 
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The Business System of Severstal at a Glance 

Source:  Severstal. 

  $0.9-1.1bn 

Health&Safety 

Customer Care 

Continuous Improvement 

Business Standard  
(ERP based on the SAP platform) 

Technology Development 

Market Foresight 

Strategy  Development 

Management of Investment 
Projects 

M&A 
83(1) 

1,000 - 1,200 
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(1) The estimated to date number. 

~ 



Case Study: The Health&Safety Project 

Further improving standards of Health&Safety with: 

ηZero fatality target 

ηAchieve one of the lowest injury rate by LTIFT and LTIFR indicators in Russia and globally by 2014  

   Process Safety: 

ηOperation control and Safety Process Audits 
(SPA) 

ηPerformance measurement and monitoring 

η Incident Investigation 

 

   Employee engagement:  

η Training and development 

ηConsultation and communication 

ηClear responsibilities 

   Behavioral Safety: 

ηHazard identification, risk assessment and risk control 

ηGoal management programme and motivation 

ηSafety Behavior audits 

Efficient occupational Safety Management System 
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Case Study: The Customer Care and Continuous 
Improvement Projects 

Continuous Improvement 

η Systematic identification and removal of all major 
production losses 

ς Excess production and shipments, overstocking 

ς Idles and redundant production stages/operations 

ς Reworking of defective production 

Customer Care 

η Targeting products and services with the  
highest demand 

η Just-in-time resolution of customer requests and 
awareness of order progress 

η Improvement of customer satisfaction 

η Product quality improvement Pilot project successfully implemented at Flat Rolled 
Shop no.2 in Cherepovets 

Improving performance of production units in 
satisfaction of the customer needs through integration 
with other business system projects  

Changes in 
product mix in 
2011 compared 

to 2010 

2010 

5,497 
25 

183 

Reduced 
downtime due 

to decreased roll 
changing time 

154 

Standard rolling 
speed and pauses 

between 
production  

units 

5,859 

2011 

Focus all units on results that are critical for 
customers by making changes in: 
ηEmployee selection 
ηEmployee training and education 
ηCommunication 
ηGoal setting and motivation 
ηBusiness-processes 
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6% of expected increase in steel output in 2011 vs. 2010, kt:  



Case Study: The People of Severstal Project 

η Team with shared vision and improved social and living standards 

2011 2014 1,200 New Leaders from within the Company 

Shop-managers  Factory Workers First 300 Leaders will Complete their Program in Q2 2012 

η Shared strategy and vision 

η Annual business plan 

η Strategic business plan 

η Clear KPIs 

η Performance related pay 

η Bonuses for continuous improvement 

Operational Targets 
Engagement 

Environment 

Motivation 

η Improvement of working conditions 

η Respect amongst employees 

η Shared values 

Development 
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Growth Drivers 

Organic Growth Severstal Business System M&A 

ÁCost reduction and 
brownfield growth 

ÁGreenfields for long-term 
growth optionality 

ÁPrudent & Cautious 

ÁIn-line with our financial 
targets and strategic priorities 

Focus 

ÁEmerging markets (Russia, India) 

ÁPriority focus on mining growth  

ÁProduct mix enhancement in steel 

Projects 

ÁHealth and Safety 

ÁCustomer Care 

ÁContinuous Improvement 

ÁBusiness Standard 

ÁTechnology Development  

ÁCompany-wide projects and 
initiatives 

ÁFocus on Efficiency, 
Health&Safety and 
Customer Care  
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Russian Steel

High-value Added Products, 
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Slab Cost Curve (av. 2010), $/t EBITDA/tonne for Major Steel 
Assets in Russia, 2010, $/t 

Severstal Russian Steel ς  
The Pre-Eminent Player in Russia 

Source: WSD, Company data, Severstal estimates. 

Russian market remains highly  attractive: 

η Set to become #1 automotive market in Europe in the 

mid-term 

η Solid fundamentals for further construction growth 

η Increasingly sophisticated machinery and oil&gas 

demand for premium products 

Strategic priorities: 

η Focus on the domestic market 

η Efficiency and cost reduction 

η Product mix upgrade, distribution and  

downstream development 

 

(1) Calculated based on Severstal estimates. 

(2) EBITDA of Severstal Russian Steel divided by production of crude steel of Severstal Russian Steel.  Page 37 

(1) 

Russian Steel ß 

(1) 

30% 

34% 

40% 

NLMK MMK Severstal Russian
Steel

(2) 



Self-sufficiency in Raw Materials, % 

Severstal Resources ς The Growth Engine  

Severstal Resources ς A Steel-Related Mining Company     
Iron Ore 

Coking Coal 

(1) 100% secured by long-term contract with Cleveland Cliffs. 

(1) 

Competitive costs and flexibility 

Strategic priorities 

Balanced portfolio of greenfield projects Mining as a priority investment 

Significant brownfield growth 
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51%

64%

2010 2015

3.6

5.2

2010 2015

Crude Steel Capacity, mt 

Severstal North America ς  
Modernized and Efficient 

Note:  High value added products: Cold rolled products, coated steel. 

Source:  Severstal. 

HVA share of total Sales 

Underperforming assets ς Divested  

Current assets ς fully invested, modernized  and cost competitive 

Dearborn 

Columbus 

ηWell positioned in the growing  US automotive market 

η Competitive cost position vs. peers 

η The most efficient mini-mill in North America 

η Flexible costs and great market access  

Improve profitability 
 over-the-cycle 
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India ς Exploring Opportunities 

η Joining forces with a strong domestic partner -                                  
- the state-owned NMDC 

η Contributing coking coal assets to the project 

η Choosing the right location:  

η Land availability  

η Infrastructure access 

η Strong local market 

Addressing market entrance challenges Step-by-step, gradual approach 

High growth potential in Steel 9ȄŎŜƭƭŜƴǘ Ŧƛǘ ǿƛǘƘ {ŜǾŜǊǎǘŀƭΩǎ  
vertically-integrated, growth-
focused Business Model 
 
 
 
Indian steel project will target 
vertical integration into local iron 
ore and overseas coking coal 
 

Our approach 

η Current focus on market and feasibility studies 

η Significant investments will be committed only 
after land and infrastructure issues are fully 
resolved 

Karnataka 

India 

Highly competitive Iron Ore  
business 

Steel consumption, kg per capita, 2010 

Source: WSD, Severstal. 

Global iron ore cost curve,            
ex works, $/t, 2010 
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14.7

18.1
19.6

10.0

15.0

20.0

2010 2015F 2020F

7.3

10.4

17.9

5.0

10.0

15.0

20.0

25.0

2010 2015F 2020F

13.8 15.4

38.2

5.0

15.0

25.0

35.0

45.0

2010 2015F 2020F

è Retrenchment from underperforming assets strengthening overall position 

è Focus on steel products in emerging markets 

è Increased focus on medium to long-term steel-oriented mining due to higher expected returns 

 

 

2010 2015F 2020F(2)  

Looking Ahead 

Russian Steel 

Iron ore 

Coking coal 

Dearborn 

Columbus 

PBS Coal 

11.1mt 

13.8mt 

5.4mt 

2.1mt 

1.5mt 

1.9mt 

12.9mt 

15.4mt 

6.2mt 

2.1mt 

3.1mt 

4.2mt 

Tyva (coking coal) 

Karnataka (1) (crude steel) 

Karnataka (1) (iron ore) 

Amapa (1) (iron ore) 

Putu Range (iron ore) 

7.5mt 

1.5mt 

3.0mt 

7.5mt 

12.3mt 

Note:  Severstal has an option to increase its stake in Amapa to 75%.  For the purpose of calculations a 75% stake is assumed. 

(1) Indicative estimation based on 50% share of Severstal. 

(2) Approximate volumes shown if all projects come on line, as planned. 
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Crude Steel, mt Iron Ore, mt Coking Coal, mt 
+8% 

+72% 

+148% 

+12% 
+42% 

+23% 
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Alexey Kulichenko 
Chief Financial Officer 

 Page 42 



 Page 43 

Track Record of Financial Resilience 



     Key Financial Objectives Achieved 

V 1.1x Net Debt/EBITDA in Q2 2011 

V Cash on balance in excess of $1.7bn 

V Resumed dividend payments 

V ROCE > 20% 

Severstal Financial Policy 

Our Key Financial Policy KPIs 

η 0.5ς1.5x Net Debt/EBITDA 

ηCash on balance not less than $1bn 

η Dividend policy at 25% of net profit 

η ROCE >20% 

η NWC ς c.18% of revenues 
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Weathering the Crisis 

Net debt/EBITDA developments 

1H08 1H09 1H10 1Q11 
1Q 11 vs 1H 08, 

change 

  Evraz 35% -2% 18% 19% (1) -16 ppts 

  MMK 27% 15% 20% 16% -11 ppts 

  Mechel 35% 4% 17% 20% -15 ppts 

  NLMK 39% 17% 30% 25% -14 ppts 

  Severstal (2) 26% -3% 20% 25% -1 ppts 

1H08 1H09 1H10 1H11 
EBITDA 1H11 as 
part of 1H08, % 

  Evraz 3,706 -96 1,154 1,655 (3) 45% 

  MMK 1,511 301 755 747 49% 

  Mechel 1,861 108 734 1,328 (4) 71% 

  NLMK 2,316 428 1,137 1,411 61% 

  Severstal (2) 2,807 -161 1,447 2,043 73% 

EBITDA margin performance, % EBITDA performance, $m 

Sources: Severstal, Bloomberg. 
 όмύ .ŀǎŜŘ ƻƴ 9ǾǊŀȊΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀŎŎƻǳƴǘǎΦ 
 (2) H1 2008 and H1 2009 ς incl. Lucchini and North America disposal    

group; H1 2010 ς excl. Lucchini and incl. North America disposal 
group; Q1 2011, H1 2011 ς excl. Lucchini and North America 
disposal group.  

 όоύ .ŀǎŜŘ ƻƴ 9ǾǊŀȊΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀŎŎƻǳƴǘǎ ŦƻǊ мvнлмм ŀƴŘ 
Bloomberg consensus forecast for 2Q2011. 

 όпύ .ŀǎŜŘ ƻƴ aŜŎƘŜƭΩǎ мvнлмм ¦{ D!!t ǎǘŀǘŜƳŜƴǘǎ ŀƴŘ .ƭƻƻƳōŜǊƎ 
consensus forecast for 2Q2011. 

Severstal has successfully undergone the crisis and now is the closest 
among the peers to reach the pre-crisis levels 

One of the few 
with steadily 
declining net 
debt/EBITDA  

EBITDA margin 
recovered to pre-

crisis levels 

EBITDA in $ is the 
closest amongst  

peers to pre-crisis 
levels 
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Severstal  has returned to pre-crisis levels of performance ahead of its peers 
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Growing Profitability 

EBITDA  Development by Segment, $m 

{ŜǾŜǊǎǘŀƭ ŀƴŘ tŜŜǊǎΩ 9.L¢5! aŀǊƎƛƴΣ ҈ 

Strong Post-Crisis EBITDA Performance 

η Contribution of mining operations to 
consolidated EBITDA increased from 18% in 
FY08 to 48% in FY10 

η Positive contribution from international 
operations since 1Q10 

Becoming Industry Profitability Leader 

η Repositioning against our peer group on 
EBITDA margin:  from a laggard to the leader 

η Delivering strong performance:  EBITDA margin 
not less than 24% for the last five quarters 

Note: Peer group includes:  Evraz, Mechel, MMK, NLMK. 

(1) 

(1)  These amounts reflect adjustments made in connections with the presentation of discontinued operations (Lucchini and North America disposal group) and the completion of FPPA. 
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Unused Credit Lines Cash & ST Deposits Short term Debt

Full-scale Treasury Function 

Centralized Treasury Function designed to be consistent, low-cost and efficient: 

η ά/ŀǎƘ-ǇƻƻƭƛƴƎέ ǎŀǾŜǎ ƛƴǘŜǊŜǎǘ Ŏƻǎǘǎ ŀƴŘ ŀƭƭƻǿǎ ƛƳƳŜŘƛŀǘŜ ŀŎŎŜǎǎ ǘƻ DǊƻǳǇ ƭƛǉǳƛŘƛǘȅ  

η άtŀȅƳŜƴǘ ŦŀŎǘƻǊȅέ ŜƴŦƻǊŎŜǎ ǇŀȅƳŜƴǘ ŎƻƴǘǊƻƭǎ ŀƴŘ ŘŜƭƛǾŜǊǎ ǘǊŀƴǎŀŎǘƛƻƴŀƭ Ŏƻǎǘ ŜŦŦƛŎƛŜƴŎȅ 

η άL¢ ǎƻƭǳǘƛƻƴǎ ŦƻǊ ǘǊŜŀǎǳǊȅ ό{!t wоύέ ǇǊƻǾƛŘŜǎ ƎǊƻǳƴŘǎ ŦƻǊ ŦǳƴŎǘƛƻƴ ŎŜƴǘǊŀƭƛȊŀǘƛƻƴ 

Consistently Strong Liquidity Position Covering Upcoming Debt Maturities, $m 

(1)  Excl. accrued interest and unamortised balance of transaction costs. 

(2)  FY08 and FY09 include Lucchini and North America disposal group.  Page 47 

(1) 

(2) (2) 
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after

Solid Balance Sheet 

Severstal Changes in Debt 

Severstal Liquidity and Debt Position , $m Strong Liquidity Driven by Effective Use of 
Funds 

ηSolid cash cushion of $1.7bn, covering FY11 
and almost all of FY12 repayments 

Well-Managed Debt Maturity Profile 

η Majority of the debt is mid/long term 

η No large sequential repayments in view 

Successful De-Leveraging Since the Crisis 

ηNet debt/EBITDA of 1.1x decreased to  
pre-crisis levels and below target of 1.5x 

ηStable balance between debt and equity:  
gearing ratio in the 50-60% range since 
4Q08 

Note: Debt for FY08 and FY09 include Lucchini and North America disposal group; 1Q-3Q 2010 include North America disposal group & excl. Lucchini; 4Q 2010-2Q 2011 excl. Lucchini and North 
America disposal group. EBITDA for all periods excl. Lucchini and North America disposal group. 

(1) Excluding accrued interest and unamortized balance of transactional cost. 

(2) Additional maturities of $500m in 2016 reflect new issue of Eurobond, utilized to repay  STD Debt in 2011. 
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Crisis-tested Debt Portfolio Structure with 
Low Costs at Reasonable Risks 

η Average cost of debt of 6-7% kept flat despite 
the crisis 

η ά¢ŀƛƭƻǊ-ƳŀŘŜέ ¢ϧ/Σ ƴƻǘ ǊŜǎǘǊƛŎǘƛǾŜ ŦƻǊ ǘƘŜ 
business 

η Focus on long-ǘŜǊƳ ŦƛƴŀƴŎƛƴƎ ƳŜŜǘǎ {ŜǾŜǊǎǘŀƭΩǎ 
development strategy 

η US dollar funding naturally hedged with steady 
export flows 

Flexible Leverage Position 

Proven access to domestic & international debt markets  
Comfortable debt level:  Net debt/LTM EBITDA level below the targeted 1.5x through the cycle 

Well-balanced, Manageable Debt Structure  

Source Currency Mix 

Fixed/Float Security 

(1) As of  30.06.2011.  Page 49 

(1) 

Public
61%

Private
39%

USD
84%

EUR
14%

RUR
2%

Fixed
70%

Float
30%

Secured 
17% 

PXF 
12% 

Unsecured 
71% 



Strict Working Capital Management 

η Strong control over NWC size 

η Stable level of NWC/revenue ratio over the 
recent quarters, at about 20% 

η Intention to maintain an 18ς20% NWC/ 
revenue ratio 

CAPEX Covered by Own Funds 

η Investment program covered by operating 
cash-flow 

η Strict control over CAPEX going forward 

η Flexibility in spending scheduling ς majority of 
CAPEX not committed yet 

Balanced Cash Flow 

Severstal Net Working Capital Developments 

Severstal Operating CF and CAPEX,  $m 
(1) 

(1) (2) 

(1) These amounts reflect adjustments made in connections with the presentation of discontinued operations and the completion of purchase price allocation. 

(2) FY09 and FY10  exclude Lucchini and North America disposal group. 
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Growing Trust in Severstal 

{ŜǾŜǊǎǘŀƭΩǎ /ǊŜŘƛǘ wŀǘƛƴƎǎ 5ȅƴŀƳƛŎǎ {ƛƴŎŜ нллт ǘƻ 5ŀǘŜ 

aƻƻŘȅΩǎ 

Jun 
2011 

14/6/2011:   
Ba2/Stable 

May 
2009 

27/5/2009:   
Ba3/Negative 

Jul 
2007 

6/7/2007:   
Ba2/Stable 

Aug 
2008 

27/8/2008:   
Ba2/Negative 

{ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ 

Jun 
2011 

14/6/2011:   
BB/Stable 

Feb 
2011 

17/2/2011:   
BB-/Stable 

Jul 
2007 

24/7/2007: 
BB/Stable 

Nov 
2008 

14/11/2008: 
BB/Stable 

Jun 
2008 

May 
2009 

27/5/2009: 
BB/Watch Neg 

Jul 
2009 

17/7/2009:   
BB-/Negative 

Oct 
2010 

13/10/2010:   
BB-/Stable 

Jan 
2011 

19/1/2011:   
BB-/Watch Pos 

24/6/2008: 
BB/Positive 

Recent Upgrade 
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Alexander Grubman 
CEO of Severstal Russian Steel 
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Severstal Russian Steel ς 
The Leading Russian Steel Producer 
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