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This document is confidential and has been prepared by NLMK (the “Company”) solely for use at the presentation of the Company and may not be reproduced, 
retransmitted or further distributed to any other person or published, in whole or in part, for any other purpose.

This document does 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 shares in the Company or Global Depositary Shares (GDSs), nor shall it or any part of it nor the fact of its presentation or distribution form the basis of, or 
be relied on in connection with, any contract or investment decision.

No reliance may be placed for any purpose whatsoever on the information contained in this document or on assumptions made as to its completeness. No representation 
or warranty, express or implied, is given by the Company, its subsidiaries 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 this presentation or its contents. 

The distribution of this document in other jurisdictions may be restricted by law and any person into whose possession this document comes should inform themselves 
about, and observe, any such restrictions. 

This document may include forward-looking statements. These forward-looking statements include matters that are not historical facts or statements regarding the 
Company’s intentions, beliefs or current expectations concerning, among other things, the Company’s results of operations, financial condition, liquidity, prospects, growth, 
strategies, and the industry in which the Company operates. By their nature, forwarding-looking statements involve risks and uncertainties because they relate to events and 
depend on circumstances that may or may not occur in the future. The Company cautions you that forward-looking statements are not guarantees of future performance 
and that the Company’s actual results of operations, financial condition and liquidity and the development of the industry in which the Company operates may differ 
materially from those made in or suggested by the forward-looking statements contained in this document. In addition, even if the Company’s results of operations, financial 
condition and liquidity and the development of the industry in which the Company operates are consistent with the forward-looking statements contained in this document, 
those results or developments may not be indicative of results or developments in future periods. The Company does not undertake any obligation to review or confirm 
analysts’ expectations or estimates or to update any forward-looking statements to reflect events that occur or circumstances that arise after the date of this presentation.

By attending this presentation you agree to be bound by the foregoing terms.
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STEEL DEMAND RECOVERS WHILE CHINESE EXPORTS SUBSIDE
Steel demand recovers across key markets in 2017 

USA: construction, automotive and energy

EU: mechanical engineering, housing and non-residential

Russia: machinery and construction

China: infrastructure and machinery 

Capacity cuts in China improve supply and demand balance

150 mt cuts according to long-term capacity reduction plan  

35 mt cuts expected going forward due to stricter environmental policies

Chinese exports drop reduces imports pressure across NLMK markets 
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Growth in steel demand across key markets 

Source: Bloomberg, national statistics agencies, worldsteel, Metal Expert., Banks’ reports
*8m’17 data
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Chinese exports down on demand growth and supply restrictions 

Source: Bloomberg
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PRICE SPREADS WIDEN ON DEMAND GROWTH 

Chinese steel stocks level remains below 5Y average

Steel prices react strongly to the better demand

EU: prices improved on reduced imports amid low season

Russia: prices steadily grew through the quarter however still 5% down qoq

Russian and Chinese export prices grew driven by high demand 

Raw material basket increase lags steel prices growth

Steel / raw materials spread +43% qoq
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Chinese steel stocks levels remain low while supply picks up

Source: Bloomberg (Chinese stocks  and production data)
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Price increases in key markets
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Steel spreads up on higher steel demand

Source: Metal Bulletin
Raw materials basket is calculated as price for iron ore and coking coal multiplied using production ratios for 1 t of steel 
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Shipments growth driven by sales to home markets*
M t

Q3 SALES GREW ON STRONGER HOME MARKETS DEMAND 

Sales* up +3% qoq driven by growth in home markets sales –

in US (+2%) and in Russia (+21%) 

Higher HVA sales and increased volumes of semis on better economics

HVA** sales grew +2% (+5% yoy) on HDG and PP steel sales increase

+16% growth in slabs and pig iron sales

Group sales growth driven by Russian Flat and NLMK USA

Russian Flat Products (+3%): seasonally strong demand  

USA (+2%): increased demand for HRC 

Russian Long Products (-21%): sales down on high Q2 sales base and destocking 

NBH sales down by -20% on seasonal slowdown and steel imports pressure
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Strong sales driven by Russian Flat and NLMK USA    

M t
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Growth in HVA and semis with focus on better economics

* Including NBH; ** HVA – high value added products
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STRATEGY 2017: 103% OF ANNUAL GOAL ACHIEVED IN 9M’17

In 9M’17 NLMK hit 103% of its Strategy 2017 target for the year

$105 m gains achieved in Q3’17 (vs $106 m in Q2’17) as a result of new projects

$84 m gains from operational efficiency projects in 9M’17:

470 new projects launched in 9M’17

$68 m of savings from technology / energy, including productivity growth 

with+100 kt of slabs output in 9m2017

$16 m of savings from auxiliary processes

$185 m gains from investment projects realized in 9M’17 incl.:

$164 m from new pellet plant and HPGR technology

$8 m from steelmaking slag processing

$6 m from PCI technology in Lipetsk 
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103% of annual target achieved in 9 months 2017  

$ M

1 310   

1 817   

2 450   2 547   
2 809   2 920   

2014 2015 2016 Q1'17 Q2'17 Q3'17

Growing number of efficiency projects

200 185

60 84

260 269

12M'17 Target 9M'17 Execution

Operational efficiency 

Gains from investments 



MARKETS

Global pricing environment is expected to be seasonally softer, lower Chinese exports will lend price support

Russia: seasonal slowdown in demand, domestic prices to be supported by exports prices run-up 

Europe: better demand partially offset by service centers destocking

USA: resilient underlying demand and reduced imports pressure

Q4 and 12M RESULTS OUTLOOK 

Group’s capacity utilization to remain high, sales will be marginally lower q-o-q due to seasonality  

2017 crude steel production estimated at 17 m t

Further improvement in financial performance on widening spreads and Strategy 2017 effects build-up

8
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Q3’17 FINANCIAL HIGHLIGHTS

Strategy 2017 effects and home markets demand drive profitability

Revenue $2,551 m (flat qoq)

EBITDA: $648 m (+7% qoq)

EBITDA margin: 25% (+1 pp qoq)

Net income*:                          $357 m (+4% qoq)

Solid FCF generation on strong sales and working capital management

Working capital release            $109 m (+265% qoq)

Capex $120 m (+9% qoq)

Free cash flow** $533 m (+64% qoq) 

Net debt / EBITDA***: 0.3x (-29% qoq)
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Margins widened on better prices and costs reduction

*    Profit for the period attributable to NLMK shareholders
** Free cash flow = operational cash flow plus interest received net of interest paid and minus CAPEX
*** For detailed information and calculations for this indicator please refer to the Appendix of Financial release.

Q3’17 leverage remains low 

EBITDA margin

Net debt / 12M EBITDA
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Q2'17

Q3'17

MARGINS’ GROWTH ON BETTER PRICES AND COST IMPROVEMENTS
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EBITDA by divisions 

$ M

18%

3%
12%

70%

24%
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15%
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25%
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EBITDA margin by divisions

EBITDA expanded on stronger sales and price spreads growth   

Russian Flat Products: EBITDA up +32% on strong sales

(+) Seasonally strong demand drove volumes (+96 kt) and prices up

(+) Strategy 2017 effects on costs reduction

Russian Long Products: profits up on better prices

(-)  Sales down (-21% qoq) due to high volumes in Q2 and destocking 

in the supply chain

(+) Spreads expanded on better prices during construction season  

Mining: sales mix improvement offset by softer prices

(+) Volumes stable, better mix with pellets output growth 

(-) Lower sales prices

NLMK USA: expensive feedstock and softer prices eroded 

profitability

(+) Sales volumes up on improved offtake from pipes and construction

(-) Narrowed price spread on slab and finished products

NLMK DanSteel profitability positive on widening price spreads

NBH: softer results due to seasonally lower sales and spreads 

to slabs squeeze



STRONG FREE CASH FLOW WITH 64% QOQ GROWTH
Net operating cash flow expanded by 47% qoq to $663 m –

working capital release of $109 m 

(+) accounts receivables decreased on higher sales in Russia with 

better credit terms

(-) inventory growth for semis in US and for “winter” scrap in Russia

Capex increased by 9% qoq to $120 m 

Free cash flow increased by 64% qoq to $533 m
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Q3’17 CF bridge

EBITDA

Net working capital change

Other non-cash items*

Income tax

NET OPERATING CASH FLOW

Net interest

Capex**

FREE CASH FLOW

Net increase in borrowings

FREE CASH FLOW TO EQUITY

* Oher income/(expenses)
** Including capitalized interest of $6m

$ M

Operating CF – CAPEX *
$ M

421   320   569   
392   

310   450   
663   

121   159   104   175   96   110   120   
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1 808
634

1 901

182
200 200 52

Liquid

assets

Q3'17 Q4'17 Q1'18 Q2'18 12 months

500

182

461

226

466

700

2017 2018 2019 2020-22 2023 2024

RUB bonds ECA lines Eurobonds (USD) Revolvers for W/C funding

FURTHER IMPROVEMENTS IN DEBT PORTFOLIO AND LIQUIDITY

Net debt / 12M EBITDA: 0.3x  (down from 0.4x qoq)

Net debt: $0.74 bn (-29 % qoq)

Total debt: $2.56bn (+6% qoq)

Liquidity: $1.8 bn (+32% qoq) on strong FCF generation

Liability management transaction in Sept’17 improved debt portfolio:

$317 m repurchase of ‘18 and ‘19 Eurobonds with coupon of 4.45% and 4.95%

New $500 m 7Y Eurobond issue with 4.0% coupon  

Improved liquidity and debt maturity to support dividend payments

Liquidity and short-term debt* 

Debt maturity

$ M

$ M

Available credit lines 

*Excluding interest payments, incl. working capital lines 
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Cost of debt gradually declines 

% 5,1%

4,9%

4,4%

4,2%

3,9%

2013 2014 2015 2016 9m'17
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Revenue from intersegmetal sales Revenue from third parties

RUSSIAN FLAT PRODUCTS

Sales grew by 3% qoq on stronger semis and value added sales 

(+) Pig iron sales increased driven by better demand in export markets

(+) Slabs sales grew on increased demand from domestic pipe sector 

(+) HVA sales grew by 3% on seasonally strong demand in Russia  

(-) Total finished steel sales were down on WIP build-up prior rolling mill 

maintenance and on shifting some deliveries to Q4

Revenue was down by 1% qoq due to: 

(-) Average selling prices decline on increased share of semis

(+) Sales volumes increase

EBITDA increased by 32% qoq to $453 m on spreads expansion 

(+) Price spread widening on better selling prices and costs reduction

(+) Improved economics for semis sales  
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Revenue, EBITDA and margins

Revenue & steel sales volumes

26% 26% 30% 32%

13%
27% 11%

21%
23%

19%
19%

17%9%
7%

38% 28% 32% 23%

3 328   3 425   1 957   1 932   

Sales volume

Q2'17

Sales volume

Q3'17

Revenue

Q2'17

Revenue

Q3'17
HVA Semi-finished HRC Other operations* Semies to captive

*Revenue from the sale of other products and services

+3% -1%

EBITDA margin

-24 % -29%

+3% +6%

+107%

-12% -10%

+96%

-24%

K t $ M
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Revenue from intersegmetal sales Revenue from third parties

68% 70%
50% 51%

8% 10%

8% 9%

24% 20%

19% 13%

20% 24%

935 737 505 460

Sales volume

Q2'17

Sales volume

Q3'17

Revenue

Q2'17

Revenue

Q3'17
Long products Metalware Billets Scrap and other* Scrap to captive

RUSSIAN LONG PRODUCTS

Sales down by 21% qoq

(-) Sales down on high base effect of Q2

(-) Service centers destocked before seasonal demand drop

(+) Demand improved in September pushing prices up 

Revenue down by 9% qoq as prices increase offset volume drop

(+) Sales prices grew on strong growth in export prices 

(-) Sales volume decreased by 21%

EBITDA 4.5x higher qoq to $68 m

(+) Spread widened on scrap price inflation lagging behind longs 

prices growth

(+) Optimization program support cost reduction
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Revenue, EBITDA and margins

Revenue & steel sales volumes

* Revenue from the sale of scrap, other products (ex. by-products) and services

-21% -9%

EBITDA margin

K t $ M
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Revenue from third parties Revenue from intersegmetal sales

MINING

Sales volumes flat qoq

(-) Decrease of concentrate sales by 4%

(+) Pellets sales up by 6%

(-) Output volumes reduced due to downtime required for HPGR* installation

Revenue down by 16% qoq on lower selling prices

(+) Improved product mix as pelletizing plant reached full capacity  

(-) Selling prices were lower due to a lag in sales recognition

EBITDA margin down by -6 pp to 64%

(-) Iron ore prices reduction

(+) Better product mix 
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Revenue, EBITDA and margins

Revenue & sales volumes

100% 100% 94% 94%

4 392   4 387   249   209   

0%

20%

40%

60%

80%

100 %

Sales volume

Q2'17

Sales volume

Q3'17

Revenue

Q2'17

Revenue

Q3'17
Iron ore sales to Lipetsk site Iron ore sales to third parties Other operations*

* Other operations include limestone, dolomite and other sales

0 % -16 %

EBITDA margin

K t $ M

* HPGR – high pressure grinding rollers
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Revenue from third parties

47% 43% 53% 50%

53% 56% 45% 48%

559 568 436 424

Sales volume

Q2'17

Sales volume

Q3'17

Revenue

Q2'17

Revenue

Q3'17

HVA HRC Other operations*

NLMK USA

Sales increased by 2% qoq 

(+) HRC sales gained 9% qoq

(+) Improved demand from key clients 

Revenue decreased by 3% qoq

(-) Sales prices decreased by 5% on Section 232 decision postponing 

(+) Sales volume increased by 2%

EBITDA down by 39% qoq on narrowing price spreads

(-) Scrap and slab prices growth drove costs up

(-) Maintenance costs at NLMK Indiana to increase equipment productivity
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Revenue, EBITDA and margins

Revenue & steel sales volumes

+2% -3 %

* Revenue from the sale of other products and services

EBITDA margin

K t $ M
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Revenue from third parties EBITDA

NLMK DANSTEEL

Sales down by 5% qoq on seasonally weaker demand 

Revenue down by 6% qoq

(-) Sales volumes seasonally down by 5%

(-) Softer selling prices  

EBITDA up on improved price/cost spreads 

(+) Slab prices decline outpaced that of finished steel prices
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Revenue & steel sales volumes

100% 100% 94% 95%

6% 5%
112 107 101 94

Sales volume

Q2'17

Sales volume

Q3'17

Revenue

Q2'17

Revenue

Q3'17

Plates Other operations*

-5% -7%

Revenue, EBITDA and margins

* Revenue from the sale of scrap, other products and services

EBITDA margin

K t $ M
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Steel production

4,36

3,36

0,86
0,15 0,04

qoq: +7% 

yoy: +8%
qoq: +7% 

yoy: +6%

qoq: +8% 

yoy: +11%
qoq: -5% 

yoy: +41%
qoq: -31% 

yoy: -9%
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NLMK Group Russian flat

products
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Sales structure by product

Revenue by product

37% 37% 37%

31% 32% 30%

24% 23% 26%

8% 8% 7%
2,22 2,54 2,55

Q3'16 Q2'17 Q3'17

Other
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Steel product sales by region
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NBH Rolled product sales

NLMK USA and NLMK Dansteel salesNBH financial results

Slabs sales from Russian Flat Division
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Address

IR E-mail Address

Phone Number

40, Bolshaya Ordynka Str., Bldg. 3

Moscow, 119017, Russia

. 

st@nlmk.com

Office: +7 495 504 05 04; Mobile: +7 985 760 55 74

nlmkonair nlmk_group nlmk group

Sergey Takhiev

Investor Relations

COMPANY IR CONTACTS


