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2017 HIGHLIGHTS

SucceSSfuL execuTIon 
of STraTeGy 2017

GrowTH of buSIneSS 
profITabILITy  

record operaTInG 
reSuLTS

SubStantial Structural gain 
from Strategic initiativeS*

$ m

continuouS growth 
of SaleS volumeS

m t

* With NBH
** See the Glossary on p. 46

conSiStent growth 
of profitability

$ bn

 EBITDA margin**
 EBITDA

2013

0

2014

273

2016

642

139

2017

1,019

2015

503

230

377

2013

14.8

2014

15.1

2015

15.8

2016

15.9

2017

16.5

90%
of blast furnace capacities 
equipped with PCI technology

2013

1.5

14%

2014

23%

2.4

2015

24%

1.9

2017

26%

2.7

2016

25%

1.9

EBITDA margin is expanding for 
the fourth year running

of Strategy 2017 targets met, 
with

achieved through management 
initiatives (for more details, 
please refer to Strategy 2017 
Results)

102%

70%
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STrenGTHenInG fInancIaL 
STandInG

low leverage 
(net debt/ebitda)

Key factS and figureS

Successful Strategy 2017 
accomplishment

The Strategy 2017 target of $1 billion in 
annual EBITDA gains has been achieved. 
Strategy 2017 delivered structural annual 
EBITDA gain of $1,019 m. Management 
initiatives contributed around $740 m 
(over 70%) to the result.

Stable financials and debt reduction

EBITDA margin expanded for a fourth year 
running to 26% in a weak market. Debt was 
at a comfortable level below target.

Setting records in operations

In 2017, NLMK posted record operating 
results, steel output growing to 17.1 m t, 
and sales increasing to 16.5 m t.

* LTIFR — Lost Time Injury Frequency Rate 
** Without Chairman of the Board of Directors

enHancInG occupaTIonaL 
HeaLTH and SafeTy

ImprovInG corporaTe 
Governance

53% injury rateS reduction 
vS 2013 (lTIFR*, nlMK Group)

increaSe in number of 
independent directorS on 
the board**

%

 Independent directors
 Others

2013

1.9

2014

0.7

2015

0.6

2017

0.3

2016

0.4

A 7-year Eurobond was issued 
in September 2017 for 

with a coupon rate of 4.0% and 
a maturity date of September 
2024. This was used to cover 
short-term debt

$500million

2013

2.03

2014

1.55

2015

1.12

2017

0.97

2016

0.82

NLMK was awarded the gold 
medal in the ‘100 Best Russian 
Organizations. Ecology and 
Environmental Management’ 
competition

2012 / 14 2015 2016 / 17

50

50

38

38

62

62

Index provider MSCI added 
NLMK to the MSCI Emerging 
Markets and MSCI Russia 
indices in May 2017

→ For more details
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NLMK Group 
posted record high 
sales vs. 2013, well 
ahead of market 
growth rates.

The scale of NLMK’s 
business, the quality 
of our strategy 
and execution 
will ensure that 
we use available 
growth options to 
continue generating 
shareholder returns 
going forward.

dear colleagues,

Сhange can only happen if a team 
has a common goal. Leadership, 
cooperation and support must be 

common values. Only then can the team 
function as one, and the company as 
a single production chain stretching from 
Altai to the USA.

Following this course, we have become 
a single team and proven ourselves capable 
of rising to any challenge, no matter how 
complex.

In 2017, NLMK Group continued to 
consistently improve its operating and 
financial performance: NLMK sales hit an 
all-time high of 16.5 m t; profitability has 
been on the rise for five years running, 
hitting 26% in 2017. 2017 EBITDA** 
grew by 37% yoy to $2.7 bn, a record 
high since 2009. NLMK Group’s high 
creditworthiness and the success of its 
business model received high acclaim from 
international rating agencies: NLMK’s 
credit ratings have been upgraded by S&P 
and Moody’s over the last 18 months. 
NLMK currently has investment grade 
ratings from all three international rating 
agencies.

Vertical integration, cost control, sales 
diversification and a flexible business 
model enable NLMK to grow throughout 
the value chain and deliver outstanding 
operational and financial performance. 

We were able to significantly increase 
dividends without jeopardizing financing 
for major investment projects. 

market conditions

In 2017, the steel market rebounded 
following a challenging 2016. Steel 
consumption in Russia grew for the 
first time in several years. A drop in 
Chinese exports and increased demand in 
the Company’s key markets pushed steel 
product prices up, and key raw material 
prices followed suit.

Strategy 2017 in action

Successful execution of Strategy 2017 
was the key driver behind improved 
financials. We rose to the most important 
challenges of this five-year cycle, restoring 
the efficiency of the business, achieving 
self-sufficiency in iron ore, and improving 
safety. The figures speak for themselves.  
Compared to 2012, we have increased 
steel output by 2 million tonnes, reduced 
the cost of production by 25%, doubled 
our profitability, leverage is down to 
a minimum, and the injury rate has 
dropped by 50%. Company profits in 2017 
reached a post-2008 high. Last year’s 
results showed net gains from Strategy 
2017 projects exceeded $1 billion, with 
around 70% generated by operational 
efficiency initiatives. This wasn’t driven 
by the market or anything short-term, 

oleg bagrin 
President and CEO of NLMK Group 
(Chairman of the Management Board)*

ceo 
STaTemenT

* Oleg Bagrin held the position of President (Chairman of the Management Board) until 12 March 2018
** See the Glossary on p. 46
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this came about through structural 
transformation. We implemented over 
3,000 operational efficiency projects, 
a twelvefold increase in just five years. We 
will see further gains of about $200 million 
during 2018 driven by recently completed 
investment projects, including Stoilensky 
pelletizing plant and integration of PCI 
technology at Lipetsk’s BF Shop No. 2.

looking to the future

2018 sees the beginning of a new five-year 
strategic cycle. NLMK’s technology, the 
quality of our team, the scale of our business 
and, most importantly, the unique potential 
for growth and efficiency our company 
enjoys within the steel industry will open up 
a multitude of opportunities. After successful 
completion of the previous strategic cycle, 
our team today has the right, the duty even, 
to set more ambitious goals than ever before.

one team

In the common cause of realizing Strategy 
2017, it was not just the contribution of 

individual people that was important, but 
above all the contribution of the team that 
our large, international company represents.

I’m extremely grateful to my team for this 
contribution, and most importantly for 
your engagement and for your capacity to 
rethink and to sacrifice some principles and 
convictions that were perhaps mistaken. 
The willingness to rethink, the willingness 
to change – these are the qualities for which 
I’d like to thank you the most. The most 
important outcome of this Strategy is 
that it is not about the past, but about 
thefuture; we have succeeded in creating 
the best team in the steel industry, without 
dissidents or skeptics, which will continue, 
calmly and confidently, to move forward. 
This is the most important outcome of our 
Strategy. 

We’re proud of what we have achieved and 
fully recognize that our achievements were 
made possible thanks to the contribution 
of our international team, united by 
the common goal of leadership for NLMK 
Group.

I would like to express my sincere gratitude 
to our shareholders, customers, suppliers 
and contractors. I thank our employees 
across all of our divisions and companies 
for their commitment which enables NLMK 
Group to achieve its potential and be 
recognized as the leader of the global steel 
industry.

HavInG compLeTed ITS 
STraTeGIc cycLe, nLmK 
Group HaS conSoLIdaTed ITS 
LeadInG poSITIon. GaInS from 
aLL STraTeGy 2017 projecTS 
exceeded $1 bn In 2017

Successful 
execution of 
Strategy 2017 laid 
a solid foundation 
for our next 
strategic cycle: 
Strategy 2022.

Vertical integration, 
control over costs, 
diversification of sales, 
and a flexible business 
model

growth of ebitda 
margin to

26%

growth of SaleS 
vS. 2013

+11 %

growth of labour 
productivity 
vS. 2013 baSe

+27 %

decreaSe in ltifr* 
vS. 2013

-53%

gainS from 
Strategy 2017

+$1 bn

→  For more details, please see 
Stategy 2017 Results on p.31

* LTIFR — Lost Time Injury Frequency Rate.
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NLMK operates production facilities in Russia, 
Europe and the United States.  The Company’s 
steel production capacity exceeds 17 million 
tonnes per year.

26%

92% 86%

76%53%

98%

0.35Х 

uTILIzaTIon raTe 
of nLmK Group’S 
STeeLmaKInG 
capacITy

Capacity utilization of the 
key site running at 100% 
vs. a global average of 
about 70%

Stable growth in profitability over the last few 
years, driven by consistent execution of Strategy 
2017. Global average does not exceed 15%

Self-sufficiency 
in iron ore 
concentrate

Self-sufficiency in iron 
ore pellets, >100% 
 self-sufficiency in coke

Self-sufficiency 
in scrap

Self-sufficiency 
in energy

A stable financial 
position supported by 
a balanced financial 
policy and growth of 
positive free cash flow

Among TOP 3 most 
cost-efficient steelmak-
ers globally

caSH coST per 
Tonne of SLabS

$250
ebITda 
marGIn

neT debT/ebITda

HIGH STandardS of SuSTaInabILITy 

NLMK sustainability KPIs are in line with or approaching the level of 
best global practices for the steel industry, as a result of the Company’s 
comprehensive initiatives:

• Group LTIFR* is 0.97 (0.51 for NLMK’s Russian companies) 
vs. best practice of 0.6;

• Specific air emissions are 20.5 kg/t vs. best practice of 18.9 kg/t

producTIon 
capacITIeS 

of STeeL 
producTIon 
In ruSSIa

23%

No.1 steelmaker in 
Russia and among 
TOP 20 leading 
steelmakers globally  

effIcIenT verTIcaL 
InTeGraTIon

mILLIon 
TonneS  
per year >17

nlmK group is the largest integrated steelmaker  
in russia and one of the most efficient in the world.

company 
profILe
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producTS

nlMK Group’s steel products are 
used in various industries, from 
construction and machine building to 
the manufacturing of power-generation 
equipment and offshore windmills.

performance

nlMK has the most competitive cash 
cost among global manufacturers and 
one of the highest profitability levels 
in the industry. In 2017, the Company 
generated $10.065 billion in revenue 
and $2.655 billion in EbITDA. As of 
31 December 2017, net debt/EbITDA 
stood at 0.35х. The company has 
investment grade credit ratings from 
S&P, Moody’s and Fitch.

SHareS

nlMK’s ordinary shares with a 16% 
free-float are traded on the Moscow 
Stock Exchange (ticker “nlMK”) 
and its global depositary shares are 
traded on the london Stock Exchange 
(ticker “nlMK:lI”). The share capital 
of the Company is divided into 
5,993,227,240 shares with a par value 
of Rub1. 

our Team

Our corporate culture, which targets 
continuous development and 
brings together more than 53,000 
professionals across multiple regions, 
serves as a solid foundation for further 
growth.  
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RUSSIA

NLMK URAL

VIZ-STEEL

VTORCHERMET NLMK
NLMK KALUGA

NLMK LIPETSK

MOSCOW

ALTAI-KOKS

NLMK VERONA

NLMK CLABECQ
NLMK LA LOUVIÈRE

NLMK STRASBOURG

NLMK INDIA

INDIA

NLMK IN
DIA

NA

NLMK PENNSYLVANIA

SHARON COATIN
G

USA

NLMK
DANSTEEL

 

 
 

 

2.6 m t of slabs

1.6 m t of slabs

42 k t of GO steel

STOILENSKY

 
2.4 m t 0.2 m t
Home market External market

 6.0 m t 5.7 m t
Home market External market

2.2 m t
Home market
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wheRe we maKe  
and maRKet steel

wHere we maKe 
and marKeT 
STeeL

Steel product SaleS  
by marKet

  Upstream assets

  BF & BOF operations

legend

  Rolling assets

  EAF

Steel product SaleS 
by region

m t
16.5 

Russia  6.0

Europe    3.1

North America  2.8

Other regions

2.2

1.9

0.5Asia and Oceania

Middle East (incl. Turkey)

m t
16.5

36% Russia

15% Europe

14% USA

 65% Home markets

 35% Export markets
m t m t



RUSSIA

NLMK URAL

VIZ-STEEL

VTORCHERMET NLMK
NLMK KALUGA

NLMK LIPETSK

MOSCOW

ALTAI-KOKS

NLMK VERONA

NLMK CLABECQ
NLMK LA LOUVIÈRE

NLMK STRASBOURG

NLMK INDIA

INDIA

NLMK IN
DIA

NA

NLMK PENNSYLVANIA

SHARON COATIN
G

USA

NLMK
DANSTEEL

 

 
 

 

2.6 m t of slabs

1.6 m t of slabs

42 k t of GO steel

STOILENSKY

 
2.4 m t 0.2 m t
Home market External market

 6.0 m t 5.7 m t
Home market External market

2.2 m t
Home market

AbOuT nlMK   9

n
lm

k
 2

0
17

ReseaRch  
and development

stRateGY 2017 stRateGY  
2017 Results

KeY peRfoRmance  
indicatoRs

maRKet Review 2017 financial  
and opeRatinG Review

GlossaRY 10-Year highlights

28 30 31 36 40 42 46 47

Slab supplies from 
NLMK Lipetsk to NLMK USA 
& NLMK Europe

Intragroup flows of raw 
materials in Russia

Steel product sales to 3rd 
parties in home and export 
markets

Share of finiShed 
Steel SaleS in 
home marKetS 

93% 

100% 

64% 

nlMK Russia

nlMK Europe

nlMK uSA

nlmK production 
capacitieS

m t  NLMK USA NLMK Europe  NLMK Russia Long  NLMK Russia Flat

0.3 0.8

6.2

17.4

12.3

2.7

3.3

3.2

13.0

2.9

Steel

Flat steel

long steel
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NLMK 2017 steel product sales: 16.5 M T

nlmK SaleS to third partieS (with nbh)

2017 SaleS,  
m t

Share in 
total SaleS

 Semi-finished products

 Standard products

 High value added products

NLMK is a leading supplier  
of high-quality steel products 
in key sales markets

NLMK has a balanced product mix  
that includes semi-finished, high  
value added and niche products.  

Flat steel accounts for around 80% of 
total output, 20% is accounted for by 
long steel used in construction.

Pig iron 0.4 3 %

Slabs 2.6 16 %

Billets 0.7 4 % 

Hot-rolled coils 4.9 30 %

Long products 2.0 12 %

Thick plates 1.2 7 %

Cold-rolled coils 2.0 12 %

Galvanized steel 1.4 9 %

Pre-painted steel 0.5 3 %

Transformer steel 0.3 2 %

Dynamo steel 0.3 2 %

Metalware 0.3 2 %

16.5
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SemI-fInISHed 
producTS

THIcK pLaTe HoT-roLLed  
STeeL

coLd-roLLed  
STeeL

Semi-finished steel products 
for further processing: 
slabs are processed 
into flat steel products; 
billets are processed into 
long steel products.

A wide range of semi 
products, both standard 
and niche products 
with specific chemical 
composition, physical 
properties and dimensions.

Flat steel products. A range 
of standard products and 
niche abrasion-resistant 
and high-strength plates.

Produced at NLMK Group’s 
European plants from slabs 
supplied by NLMK Lipetsk.

Flat steel products that 
have been hot-rolled.

A wide range of hot-rolled 
steel in sheets and coils with 
a variety of performance 
characteristics.

Flat steel products that 
have been cold-rolled

A wide range of cold-rolled 
steel sheets and coils with 
a variety of performance 
characteristics, including 
niche high ductility products.

23 % 7 % 30 % 12 % 
Steelmaking, pipe industry. Lifting and transport 

equipment, offshore 
wind power engineering, 
drilling platforms, 
shipbuilding, pipelines, 
boilers, tanks for aggressive 
environment (pressure, 
temperature, load, etc.).

Pipe industry, steel structures, 
shipbuilding, machine 
building, high-pressure 
vessels, yellow machinery, 
commercial, residential and 
infrastructure construction.

Automotive manufacturing, 
machine building, pipe 
industry, yellow machinery 
and white goods, 
commercial, residential and 
infrastructure construction.

nlmK lipetsk

nlmK Kaluga

nlmK dansteel

nlmK clabecq

nlmK verona

nlmK lipetsk

nlmK la louvière

nlmK indiana

nlmK pennsylvania

nlmK lipetsk

nlmK la louvière

nlmK pennsylvania

Global market 

23 %
European market

9 %
Russian market

12 %
Russian market

31 %

Our prOducts

Share of 
total SaleS

productS

conSuming 
SectorS

SiteS

marKet 
Share*

* NLMK’s share in apparent consumption.
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Key factS and figureS

nlmK’s position in the global market

NLMK is one of the 20 largest steel 
producers in the world.  The Company sells 
steel to 70 countries around the world. 
NLMK holds around 23% of the global slab 
market and is one of the world’s largest 
producers of transformer steel.

coaTed  
STeeL

eLecTrIcaL  
STeeL

LonG  
producTS

meTaLware 

Galvanized and pre-painted steel 
from hot-rolled and cold-rolled 
steel. 

Available in coils, strip and sheets.

Dynamo (non-grain-oriented) 
and transformer (grain-oriented) 
electrical steel. Includes a range 
of standard products with 
ordinary properties, and unique 
high-permeability steel. 

Available in coils, strip and sheets.

Rebar in rods and coils, wire rod, 
sections.

A wide range of low-carbon 
metalware. This includes wire 
and secondary products, with 
various coatings and surface 
finishes, nails, fasteners.

12 % 3 % 12 % 2 % 
Automotive manufacturing, yellow 
and white goods, construction, 
facing materials.

Electrical machines, 
transformers, power engineering, 
instrument making.

Construction. Construction, machine building.

nlmK lipetsk

nlmK Strasbourg

Sharon coating

nlmK lipetsk

viZ-Steel

nlmK ural

nlmK Kaluga

nlmK metalware

Russian market

21 % 
galvanized steel

21 % 
pre-painted steel

Russian market

74 %
dynamo steel

~100 % 
transformer steel

Russian market

18 %
rebar

Russian market

20 %
metalware

consumers in home markets

Our key customers in all our markets 
are the construction and the machine 
building industries, including automotive 
manufacturers, as well as the wind energy 
sector, shipbuilding and yellow goods 
manufacturers in Europe.  In Russia, we 
also supply our products to the pipe sector.

balanced product mix

NLMK’s product portfolio includes semi-
finished products, as well as rolled steel 
with standard properties and unique 
products.
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nLmK Group’S 
buSIneSS modeL
A flexible and well-balanced business model secures 
industry leadership for NLMK Group.

VALuE cHAIN
Up to 100% of resource needs covered by the previous link in the chain

uPStREAM MIDStREAM DoWNStREAM CoNSuMERS

nlmK russia 
flat

nlmK russia 
long

nlmK europe 
plate

nlmK europe 
Strip

nlmK uSa

bf/bof  
SteelmaKing

nlMK lipetsk

eaf

nlMK Russia long
nlMK uSA 
nlMK Europe

iron ore

Stoilensky

Scrap

Vtorchermet nlMK

coKe

Altai-Koks 
nlMK lipetsk

limeStone 
and dolomite

Stagdok 
Dolomit

S
u

p
p

 l
ie

r
S
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* Source: Bloomberg

Self-Sufficiency  
in Key reSourceS

%

nLmK advanTaGeS

j	captive electric energy

is generated primarily through the 
recovery of by-product gases from 
coke and blast furnace operations.

j	captive production of coKe

guarantees NLMK high-quality coke 
products, which boosts the efficiency  
of operations further along 
the value chain.

The status of one of the most cost-
efficient steelmakers in the world 
is achieved through a world-class 
resource base with leading-edge 
technology for mining and processing, 
an optimal process environment and 
the professionalism of the NLMK team.

Up to 100% of raw 
materials produced 
are used in the steel 
production stage further 
along the value chain.

impact of vertical integration 
on reduction in caSh coSt per 
1 tonne of Steel in 2017

$/t

j	 iron ore production

Stoilensky is one of the most efficient 
iron ore producers in the world, 
located 250 km from the Group’s 
main production facility in Lipetsk. 
Stoilensky’s iron ore reserves are 
upward of 5 billion tonnes, concentrate 
cash cost is ca. $12 per tonne. 

j	nlmK’S Scrap collection  
 and proceSSing networK

NLMK’s scrap collection and 
processing network is the largest 
in Russia and secures stable 
delivery of scrap to NLMK Group’s 
Russian steelmaking facilities. 

Cash cost of Lipetsk 
slabs

Consolidated cash 
cost of NLMK steel

321
250

71

Impact of verti-
cal integration

53

76

100

86
92

Electricity Scrap Coke Pellets Iron ore 
concentrate

upstrEAm

InCluDInG 6 M T 
OF  PEllETS

m T m T17.1 6.9
ExCEEDS 100% OF 
nlMK lIPETSK’S 
nEEDS

$12

20
17

 f
a

c
tS

 a
n

d
 f

ig
u

r
eS

d
ev

el
o

p
m

en
t 

in
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nLmK advanTaGeS

j	coSt leaderShip

NLMK is among the global leaders 
in cost. Over the past five years, 
the Company has consolidated its 
leadership:  the gap between NLMK’s 
production cost and the industry 
average has increased from 25% to 36%.   
NLMK Group enjoys sustainable cost 
leadership through its unique business 
model that ensures high utilization 
rates, efficient vertical integration 
and upgraded production capacities. 
The production cost of Lipetsk steel in 
2017 was $250 per tonne, compared to 
an industry average of $390 per tonne. 

j	 	SaleS vS. further 
proceSSing

77% of NLMK steel is processed into 
finished products, 23% is sold as 
semi-finished steel. NLMK produces 
both flat and long steel products, 
and our reputation as a reliable 
supplier ensures stable demand for 
the Group’s product offering.

Leading-edge equipment and finely 
tuned business processes enable 
the production of high-quality  
cost-efficient steel products. 
NLMK Group’s steel production 
capacity exceeds 17 million tonnes per 
year, 95% of which is made in Russia.

j	high capacity utiliZation

An expansive product offering and 
rolling facilities located in the regions 
of consumption, i.e. in Russia, Europe 
and the United States, enable NLMK to 
maintain a high-capacity utilization 
rate of 98% throughout the cycle. 

j	optimal logiSticS

Production facilities located in 
regions with developed infrastructure 
and proximity to raw material 
sources lowers outlay on logistics 
as well as related risks. 

mIdstrEAm

nlmK Steel production 
(by type)

20% EAF

80% BOF

m t
17.1 

nlmK Steel production 
(by region)

4% USA

2% Europe

94% Russia

m t
17.4 

Slab SupplieS to SubSidiarieS 
and affiliateS

m t

2013

2.85

2014

4.07

2015

3.83

2016

3.96

2017

4.21
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NLmK GrOup 
stEELmAKING
cApAcIty
utILIzAtION rAtE

pEr tONNE  
sLAb cAsH  
cOst Of tHE  
lIPETSK SITE

17.1 98% 90%$250m T
(wITH 
nbH) Of bLAst furNAcE cApAcItIEs 

ArE EquIppEd wItH tHE 
puLVErIzEd cOAL INjEctION 
(pcI) tEcHNOLOGy. GuArANtEE 
tEsts Of pcI systEms At bLAst 
furNAcEs NO. 6 ANd 7 cOmpLEtEd
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nLmK advanTaGeS 

j	high quality

The use of captive raw materials in 
rolled steel production guarantees 
high quality and short lead times. 
The Company’s products are certified 
to international standards. 

j	balanced product  
 portfolio

NLMK’s extensive steel product offering, 
from standard types of hot-rolled steel 
to custom electrical steels and other 
niche products, allows the Company to 
diversify sales by sector, reducing the 
dependency for sales volume on demand 
fluctuations in individual sectors. 

Finished products are made locally 
for the Company’s strategic markets 
of Russia, the EU and the USA, 
in close proximity to consumers. 
With a total production capacity of 
finished products in excess of 15 
million tonnes, NLMK can process 
as much as 90% of captive crude 
steel at its own rolling facilities. 

The Group can satisfy 
up to 100% of internal 
demand for slabs from its 
main steelmaking facility 
in Lipetsk.

j		diverSification of SaleS

An expansive geographical breakdown 
of sales and a flexible marketing 
policy create a global footprint, with 
the agility to divert sales of steel 
products to the most attractive market, 
ensuring full utilization of production 
capacity throughout the value chain. 

j	optimal production 
 footprint

Due to the location of NLMK Group’s 
rolling operations in strategic markets, 
65% of steel is sold in the region where  
it was produced. This allows the 
Company to meet the customers’ 
most challenging delivery 
timescales and respond rapidly 
to local demand fluctuations. 

dOwNstrEAm

60% (8.96 m t)    Russia: 
NLMK Lipetsk (HRC) 
NLMK Russia Long

21% (3.16 m t)     Europe: 
DanSteel 
NBH (HRC + plate)

19% (2.9 m t)       USA: 
NLMK USA (HRC)

nlmK’S rolling  
capacitieS
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fINIsHEd stEEL Output 
(wItH NbH)

GrOwtH IN sALEs tO 
HOmE mArKEts Vs. 2013 

SAlES TO MORE ThAn 
70 COunTRIES AROunD 
ThE wORlD

12.8 m T +11%
fLAt stEEL

LONG stEEL

18%

82%
 toNNES 
PER yEAR226 k

wITh ThE RE-lAunCh OF 
ThE SECOnD lInE, ShAROn 
COATInG’S EFFECTIVE 
CAPACITy InCREASED by 43%.

12.3 m t       Flat steel

2.7 m t         Long steel

downStream  
capacity breaKdown

m t
15.0

m t
15.0
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nLmK’S 
InTeGraTed 
proceSS 
envIronmenT

All our facilities across 
the globe share common 
values and work for 
a common goal.

Over the past decade, NLMK has 
transformed from a local steel 
producer into a global steel company 
with control over every production 
stage, from raw materials extraction to 
the sale of HVA products to consumers. 

NLMK Group is an integrated 
process environment that stretches 
from the Urals in Russia to 
the Great Lakes in the USA. 

NLmK russIA
upSTream

producTIon  
SITeS:

Stoilensky
Dolomit
Stagdok

funcTIonS:

Covers the Group’s 
demand for raw 
materials  

producTS:

Iron ore concentrate, 
pellets, sinter ore, 
limestone, dolomite

SaLeS:

Iron ore concenTraTe: 9.6 m t

peLLeTS: 6 m t

SInTer ore: 1.5 m t

LImeSTone: 3.7 m t 
(78% to the Lipetsk site)

doLomITe: 2.3 m t 
(73% to the Lipetsk site)

HeadcounT:

7,000

17.1

6.3

peopLe

m T 
(0 % yoy)

m 
(+58 % yoy)

m 
(+102 % yoy)

m 
(–47 % yoy)

m T 
(–1 % yoy)

producTIon:

revenue:

ebITda:

InveSTmenTS:

Iron ore

fLuxeS

$ 944 

$ 642 

$ 116 

SToILenSKy compLeTed 
STaGe 2 of ITS HIGH preSSure 
GrIndInG roLLS (HpGr) 
projecT aT ITS benefIcIaTIon 
pLanT. IT wILL add a ToTaL 
of abouT 1.8 m T of capacITy, 
and ToGeTHer wITH oTHer 
InITIaTIveS wILL enabLe 
THe company To brInG 
concenTraTe ouTpuT up 
To 17.4 m T pa by 2018.

conSumerS: 

InTernaL: NLMK Lipetsk exTernaL: steelmakers, road construction,  
agriculture
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nLmK ruSSIa fLaT

producTIon  
SITeS*:

NLMK Lipetsk

VIZ-Steel

Altai-Koks

funcTIonS:

Steel production, 
including semis for 
international divisions, 
and flat products 

producTS:

Coke, pig iron, slabs, 
hot-rolled steel, cold-
rolled steel, galvanized 
steel, pre-painted steel, 
grain-oriented and 
non-grain oriented steel

SaLeS To exTernaL cuSTomerS:

commodITy pIG Iron: 0.4 m t (+18% yoy)

SLabS: 2.5 m t (-4% yoy)

HoT-roLLed STeeL: 2.7 m t (+2% yoy)

coLd-roLLed STeeL: 1.4 m t (-2% yoy)

GaLvanIzed STeeL: 0.7 m t (+15% yoy)

pre-paInTed STeeL: 0.4 m t (-12% yoy)

nGo STeeL: 0.3 m t (+5% yoy)

Go STeeL: 0.3 m t (+5% yoy)

exTernaL SaLeS GeoGrapHy:

Russia (51% of sales), Turkey, Latin 
America, the European Union, North 
America, Middle East, the CIS

HeadcounT:

13.0

6.2

m T

m 
(+37 % yoy)

m 
(+28 % yoy)

m 
(+40% yoy)m T

producTIon 
capacITIeS:

ToTaL revenue:

ebITda:

InveSTmenTS:

STeeLmaKInG capacITy uTILIzaTIon:

STeeL

fLaT 
producTS

$ 7,659

$ 1,722 

$ 422 

100%

SaLeS of fInISHed 
STeeL To exTernaL 
conSumerS IncreaSed 
by 4% yoy To 5.8 m T, 
THeIr SHare In ToTaL 
SaLeS waS 66% 

conSumerS: 

InTernaL: international divisions

exTernaL: construction, pipe 
production, automotive industry, machine 
building, white goods, yellow machinery, 
instrumentation engineering, power 
industry, and other sectors

producTIon:

coKe: 6.9 m t (+0 % yoy)

pIG Iron: 12.8 m t (+1 % yoy)

STeeL: 13.2 m t (+2 % yoy)

commodITy SemIS: 
6.7 m t (+3 % yoy)

fInISHed STeeL: 
5.9 m t (+1 % yoy)

InTra-Group SaLeS:

SuppLIeS To 
nLmK uSa:  
1.6 m t (+25 % yoy)
SuppLIeS To 
nLmK europe: 
2.6 m t (-2 % yoy)

30,500
peopLe

* Hereinafter, current capacities are based on current shifts and product mix
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nLmK ruSSIa LonG

producTIon  
SITeS:
Scrap collecting facilities
NLMK Vtorchermet 
NLMK Ural
NLMK Kaluga
NLMK Metalware

funcTIonS:

Processes scrap for the 
Group’s steelmaking 
capacities in Russia

Long products and 
metalware production

producTS:

Scrap, billets, rebar, 
wire rod, sections, 
metalware

producTIon:

Scrap proceSSInG: 2.3 m t (+11% yoy)

STeeL: 3.0 m t (+5% yoy)

LonG producTS: 1.9 m t (+2% yoy)

meTaLware: 0.3 m t (+4% yoy)

SaLeS To exTernaL cuSTomerS:

bILLeTS: 0.7 m t (+12% yoy)

LonG producTS: 2.0 m t (+4% yoy)

meTaLware: 0.3 m t (+4% yoy)

HeadcounT:

3.3

2.7

m T 

m 
(+10 % yoy)

m 
(+38% yoy)

m T 

ToTaL revenue:

ebITda:

InveSTmenTS:

STeeL

LonG 
producTS

m 
(+39% yoy)$ 1,794 

$ 152 

$ 22

ToTaL SaLeS of wIre 
rod IncreaSed by 60% 
yoy To 0.3 m T, drIven by 
THe expanSIon of SaLeS 
GeoGrapHy. ToTaL SaLeS of 
LonG STeeL producTS and 
bILLeTS IncreaSed yoy by 6% 
To reacH 3 m T

conSumerS: 

Construction, 
machine building

STeeLmaKInG capacITy 

uTILIzaTIon: 92%
exTernaL SaLeS GeoGrapHy:

Russia (54% of sales), the European Union, North Africa

producTIon 
capacITIeS:

8,900
peopLe
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NLmK usA
producTIon  
SITeS:
NLMK Pennsylvania
NLMK Indiana
Sharon Coating

funcTIonS:

Produces flat steel 
from slabs supplied by 
NLMK Lipetsk, as well 
as from in-house slabs 

producTS:

Hot-rolled steel, 
cold-rolled steel, 
galvanized steel  

SaLeS GeoGrapHy: 

100 % of sales in the USA

producTIon:

STeeL: 0.6 m t (+11 % yoy)

fLaT producTS: 2.2 m t (+21% yoy)

SaLeS:

HoT-roLLed STeeL: 1.2 m t (+31% yoy)

coLd-roLLed STeeL: 0.5 m t (-9% yoy)

GaLvanIzed STeeL: 0.5 m t (+40% yoy)

conSumerS: 

Construction, pipe production, automotive 

industry, machine building, white goods 

and yellow machinery production

HeadcounT:

0.8

2.9

m T 

m 
(+11% yoy)

m 
(+47% yoy)

m T 

ToTaL revenue:

ebITda:

InveSTmenTS:

STeeL

fLaT 
producTS

m 
(+44% yoy)$ 1,670 

$ 197 

$ 28

THe dIvISIon IncreaSed ITS 
fLaT STeeL SaLeS by 21%, 
SupporTed by THe GrowTH 
of conSumer acTIvITy In THe 
uS marKeT 

STeeLmaKInG capacITy 

uTILIzaTIon: 81%

producTIon 
capacITIeS:

1,100
peopLe
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NLmK EurOpE
nLmK europe STrIp

producTIon  
SITeS:

NLMK La Louvière*

NLMK Strasbourg*

funcTIonS:
Produces flat steel 
from slabs supplied 
by NLMK Lipetsk 

producTS:

Hot-rolled steel, cold-

rolled steel, galvanized 

steel, pre-painted steel

producTIon:

fLaT producTS: 

1.4 m t (+6 % yoy)

SaLeS GeoGrapHy:

93% of sales in the European Union

HeadcounT:

1.7 m T 

fLaT 
producTS

conSumerS: 

Construction industry, pipe 

manufacturers, automotive industry, 

machine building, manufacturers 

of white goods and yellow goods

roLLInG 
capacITy 
uTILIzaTIon:

80%

producTIon 
capacITIeS:

SaLeS:

HoT-roLLed STeeL: 1.0 m t (+2 % yoy)

coLd-roLLed STeeL: 0.05  m t (-14 % yoy)

GaLvanIzed STeeL: 0.2 m t (–15 % yoy)

pre-paInTed STeeL: 0.1 m t (+3 % yoy)

900
peopLe

renaud moreTTI waS appoInTed ceo of nLmK europe STrIp. 
He became Head of maInTenance ServIce aT La LouvIère 
In 2006, wHIcH aT THe TIme waS parT of nLmK and duferco 
jv. He LaTer manaGed coLd-roLLInG operaTIonS and waS 
execuTIve dIrecTor aT nLmK La LouvIère. 
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nLmK europe pLaTe

producTIon 
facILITIeS:

NLMK DanSteel

NLMK Clabecq*

NLMK Verona*

funcTIonS:
Produces plates from 
slabs supplied by 
NLMK Lipetsk, as well 
as from captive slabs 

producTS:

Niche steel semis, 

plates, including Quard 

and Quend grades

SaLeS:

pLaTe: 1.2 m t (-1 % yoy)

SaLeS GeoGrapHy:

93% of sales in the European Union

HeadcounT:

0.2

1.5

m T 

m T 

STeeL

THIcK 
pLaTeS

In 2017, THe SaLeS of Quard and Quend nIcHe pLaTeS 
IncreaSed by 14% yoy To 101,000 T

conSumerS: 

Producers of heavy vehicles and loading equipment, offshore wind turbines, drilling rigs, 

shipbuilding sector, producers of pipes, boilers, and reservoirs for hostile environment

producTIon:

STeeL: 0.2 m t (+11% yoy)

THIcK pLaTeS: 1.2 m t (-3% yoy)
roLLInG 
capacITy 
uTILIzaTIon:

78%

producTIon 
capacITIeS:

1,200
peopLe

* Part of NLMK Belgium Holdings
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T he key elements of NLMK 
Production System are lean 
tools, training systems, visual 

efficiency control and feedback 
loops. The core of the system are 
the Company’s employees: their 
attitude, behaviour, perceptions and 
engagement in processes.

The development and rollout of NLMK 
Production System have quickly gone 
from strength to strength.  Strategic 
goals have been defined, a set of 
effective tools established and a system 
of optimization programmes launched. 
Later, more lean tools were adopted, 
which the Сompany needed to apply to 
the fullest to tackle business challenges 
and capture maximum value. 

nLmK producTIon 
SySTem

j	balanced objectiveS

j		SyStematic achievement 
of reSultS through 
proceSS improvement

j		tranSparency and 
objectivity of 
information, continuouS 
improvement

j   engagement of 
perSonnel of all levelS 
in joint problem Solving

j	 leaderShip Support

nLmK producTIon 
SySTem IS baSed 
on THe foLLowInG 
prIncIpLeS:

SoLId 
performance

• Financial: creating  
more value, profitability 
increase

• Operational: higher output 
with lower operational 
costs

• Cultural: “zero failure” 
culture aimed at bridging 
gaps and eliminating 
defects, customized 
training and shared best 
practices, appropriate 
behaviour.

empLoyee mIndSeT and 
beHavIour

• Development of discipline and culture 
in the workplace by establishing and 
supporting behaviour which promotes 
and safeguards transformation results;

•  Management engagement: leader role 
model, “tone at the top”.

TecHnIcaL modeL

• Goal setting system, medium-term 
potential and short-term goals

• KPI system

• Production System tools: 
measurement, analysis, 
standardization and improvement 
tools.

manaGemenT SySTemS
Efficiency management through visual 
control systems and feedback loops.

empLoyee poTenTIaL
Training and coaching for swift and 
sustainable introduction of new working 
practices that enable employees 
to improve performance.

NLMK Production System is a business management 
approach based on a combination of processes and 
optimization tools, which maximize the use of existing 
resources and eliminate losses.
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development in 2017 

Key principles of the new stage of 
NLMK Production System development

1.  There is always room for 
improvement. Even if a lot has 
already been done in terms of 
operational efficiency, there is 
always something in the processes 
that can be improved

2.  Openness. This is a value of ours 
that enables us to maintain our 
position in the market. Knowing 
about the problems allows us to 
address them quickly and to benefit 
from the result

3.  Employees share the principles of 
NLMK PS. Each employee needs to 
share our vision of the management 
system and the Production System

4.  Engagement and responsibility. 
Each employee has the right to 
know about the goals and the main 
priorities of the Company. Each 
employee knows what impact 
their day-to-day effort has on 
the Company’s overall performance, 
and has their own area of 
responsibility for solving issues.

In the reporting year, NLMK Production 
System entered a new development 
stage, which aims to involve each and 
every employee of the Company in 
the process of continuous improvement. 
It kicked off with a pilot project 
at NLMK Kaluga in collaboration 
with DuPont, a leader in the hi-tech 

marketplace, covering a wide range 
of activities: processes, repairs, 
logistics, occupational health and 
safety. 2017 saw the first results: more 
than 1,500 initiatives (with a total of 
1,218 people working at the plant) were 
adopted at NLMK Kaluga thanks to 
the Production System.

“It is important for us not 
just to achieve a financial 
impact, but also to establish 
a teamwork-based system at our 
sites and to build a partnership 
between production sites and 
the operational efficiency 
team. This is the only way for 
the Production System to stop 
being a collection of projects 
and start being a real system. 
Our objective for the next 
strategic cycle is to engage 
people in active participation; 
every employee should have 
at least one idea. So, in five 
years’ time, we should see 
a completely different company 
with a radically transformed 
production culture.”

TaTIana avercHenKova,

Vice President, Operational Efficiency

ImprovemenTS

adoption 
of individual 
tools

1-2 yearS 3-5 yearS 5-10 yearS

adoption and 
development of 
methodologies

development 
of new beliefs

establishing 
the principles 
of continuous 
development 
in the compa-
ny’s culture

TIme

new actionS

new habitS

new valueS

new culture

Key factS and figureS

nlmK production System (pS)

Systematic use of a suite of tools and 
practices for increasing production 
efficiency and engaging personnel in 
the continuous improvement process.

initial stage of pS implementation 
complete

Strategic goals are established and a set 
of efficient tools created based on best 
global practices; a system of optimization 
programmes is being implemented.

new stage of the production System

NLMK Production System began a new 
development stage, which aims to involve 
each and every employee of the Company 
in the process of continuous improvement. 
It kicked off with a pilot project at 
NLMK Kaluga, which has already yielded 
results.
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In 2017, NLMK Production System 
moved to a new transformation stage in 
the Sinter Plants at NLMK Lipetsk and at 
Stoilensky. At the technical diagnostics 
stage, NLMK Lipetsk project team 
worked out more than 200 measures 
with a full-year economic gain of over 
2 billion rubles. At 2017 year-end, 
29 initiatives were implemented; the 
rest will be put into practice in 2018. 

Another project is planned for kick-off 
for steelmaking operations.

plans for 2018

In 2018, the third wave of the 
NLMK Production System development 
project kicks off at NLMK Ural, 
NLMK Metalware and NLMK Ural 
Service.

Consistent development of NLMK 
Production System will cover all NLMK 
Group companies, creating a culture 
of engagement and teamwork, and 
taking the Company to a new level of 
development. This will be a team of 
like-minded people, ready and willing 
to tackle any challenge.

We strive to forge 
the underlying principles of 
the NLMK Production System into 

 NLMK KALuGA  
PRoDuCtIoN SyStEM  
DEVELoPMENt

As-WAs: Only major upgrade 
projects were implemented, 
some bringing in up to 70% of 
the total gain.

As-Is: The effect is achieved 
through hundreds of minor 
cost-efficient initiatives. This 
way, the overall gains are 
higher, and the risk of non-
fulfillment with so many 
projects is zero.

10%
of InITIaTIveS  
wITh AnnuAl GAInS OF 
MORE ThAn 100,000 RublES

As-Is: most employees 
understand what the PS is 
for, take a positive view of the 
changes, and participate in 
continuous day-to-day process 
improvement voluntarily 
and consciously, identifying 
efficient solutions in their own 
workplaces.

CULTURE PROJECTS

•	 85%	of	white	collars	have	been	
trained	and	apply	Leader	Standard	
Work

•	 System	for	submitting	and	
executing	initiatives	simplified.

•	 Material	and	non-material	
motivation,	and	training	systems	
reviewed

•	 Cross-functional	KPIs	developed	
and	cascaded

•	 Integrated	KPIs	introduced	to	
encourage	teamwork

•	 System	of	meetings	held	at	
different	levels	revised

•	 Document	flow	simplified.

As-WAs: Improvement 
initiatives introduced “top-down” 
by management, i.e. heads of 
shops, heads of operations, and 
higher.

As-Is: Focus has shifted — more 
than half of the initiatives come 
from shop-floor personnel and 
middle management.

1,500
InITIaTIveS 
SubMITTED by 
nlMK KAluGA EMPlOyEES

78%
of empLoyeeS 
InTervIewed 
ARE POSITIVE AbOuT 
ThE ChAnGES

effecT
economic gainS 
from propoSed  
initiativeS

proceSSeS
Staff engagement in 
improvementS, number 
of initiativeS

cuLTure
corporate culture, 
changeS in mentality 
and behaviour

PS
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the framework of our corporate 
culture. This is the key factor 
that will secure the Company’s 
competitive edge, and consolidate 
our market position. This will not 

only unlock the internal potential of 
the Company, but also create value for 
all our stakeholders: our employees 
will be engaged in achieving high 
performance results and continuous 

development, local communities and 
municipalities will stand assured of 
the sustainability of our business, and 
our shareholders will receive stable 
return in the form of dividends. 

 StAGE 3  
MILEStoNES

projecT parTIcIpanTS 
More than 3,000 employees from NLMK Ural, 
NLMK Metalware and NLMK Ural Service

GeoGrapHy 
Nizhniye Sergi, Revda, Beryozovsky

areaS 
Culture, processes, logistics, energy, 
maintenance, OHS

projecT Team 
More than 60 employees from NLMK Ural, NLMK 
Metalware, NLMK Ural Service, and VIZ-Steel

team  
training

43  

peopLe

behavioural 
interviewS on the 
culture of  
production

220 

peopLe

KicK-off meetingS

1,380 

peopLe

Survey on the culture 
of production

1,900 
peopLe

‘mirror SeSSionS’, 
firSt reSultS

1,380 

peopLe

brainStorming ideaS 
for improvement

2,600 

peopLe

mentorShip  
and line roundS

engagement  
in identification  
and elimination of loSSeS

feedbacK for colleagueS 
and SubordinateS

1,200 
peopLe

Team 
TraInInG

prIorITy SeTTInG
(technical and cultural diagnoSticS)

InTeGraTIon of nLmK pS
into day-to-day activitieS

mid-july july-auguSt auguSt-September october-february
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C onventional metallurgy 
developed a standard 
approach to research. 

Emphasis was on production and key 
technologies:  blast furnaces, steel 
smelting, rolling, etc. This approach 
has been the driving force behind 
advancements in the steel industry 
for decades. At the same time another 
area has emerged — new materials 
production. We need innovation if 
NLMK Group is to continue creating 
optimal solutions that cover a wide 
range of applications. Developing 
and improving existing solutions is 
not enough — we need something 
entirely new. We need materials that 
will be the cornerstone of a new 
industrial revolution. We need to 
develop new products with unique 
properties, to improve processes, 
and to introduce efficient digital 
solutions.

r&d
In 2017, NLMK Group established 
a new line of Research and 
Development that will support the 
Group in corporate R&D projects. 
Dr. Bruno Charles De Cooman was 

appointed Vice President for Research 
and Development. 

Priority areas for research and 
development: 

• High-tech zinc-aluminium-
manganese (ZAM) coatings. These 
alloys have incredible corrosion 
resistance, they can be used in 
the construction and automotive 
industries

• New high-strength steel grades for 
the automotive industry. 

bIG dAtA
In 2017, the company established 
its Data Analysis and Modelling 
Department. Its main task is to reduce 
production costs and to improve the 
efficiency of the company’s production 
and business processes using modern 
analytical methods, machine learning 
and optimization algorithms.

In order to solve tasks, accurate data 
on various production processes 
is needed. A typical task requires 
terabytes of data collected over 

reSearcH  
and deveLopmenT

NLMK has a comprehensive approach to innovation 
management. We are consistently developing our 
product mix, optimizing our production and auxiliary 
processes to increase operational efficiency, and 
mastering new technologies to boost equipment 
productivity. We rely on advanced digital solutions for 
cost optimization.“Steel companies used to 

put emphasis on production 
volumes, but now it is vital 
to shift focus to consumer 
requirements. A number of 
global steel companies have 
realized this over the last few 
decades after undergoing 
significant changes. The 
competition between steel 
producers has become acute. 
It is only possible to get ahead 
by producing higher quality 
products and focusing on 
consumer requirements.

Research demands are 
constantly changing together 
with the market. R&D is not 
just building a beautiful 
modern building somewhere 
in Lipetsk or Belgium simply 
so you can proudly show it to 
guests. The R&D department 
has to be an organic part 
of NLMK and make a real 
contribution to its financial 
success. 

We must offer steel products 
that will further the success of 
our customers’ businesses. This 
is the traditional approach of 
NLMK.”

dr. bruno cHarLeS de cooman,

Vice President, Research and 
Development
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the course of several years. The 
total volume of data that has to 
be accumulated and processed 
throughout the entire Group 
can be counted in petabytes. 

Around ten Big Data projects are 
planned for implementation in the 
near future. Expected economic 
gains of these projects are estimated 
at close to 3 billion rubles.

Andzhey Arshavskiy was  appointed 
to the role of Director for Data 
Analysis and Modelling.

INNOVAtION  
IN tEcHNOLOGy cAsE 
studIEs

NLMK is implementing innovative 
solutions developed either internally 
or by bringing in the expertise of 
third party R&D contractors.

nlmK and Sap co-innovation 
lab caSe Study

NLMK Group created a Co-Innovation 
Lab, the first of its kind in the Russian 
steel sector, in partnership with SAP. 

NLMK Group’s specialists work with 
SAP developers and researchers to 
develop new solutions in the area 
of the Internet of Things, machine 
learning, predictive analytics and 
production planning systems 

In the context of this cooperation, 
a pilot 3D positioning system for 
shop-floor employees of hot-dip 
galvanizing line No.1 has been 
developed at NLMK Group’s 

Lipetsk site. The system enables 
real-time tracking and analysis 
of equipment operating mode 
changes and employee positioning. 
The tracking information, amassed 
in a database, is later analyzed to 
enhance Operational Health and 
Safety (OHS), Human Resource and 
contractor management practices. 
The system will notify about OHS 
risks and eliminate them in advance.  
Now the system is being prepared 
for full-scale industrial operations.

high preSSure grinding 
roller (hpgr) technology 
at StoilenSKy

Stoilensky was the first among 
Russian mining companies to 
introduce the high-pressure grinding 
rollers (HPGR) technology. 

The project was launched in 
December 2013. Two press rolls 
with a total capacity of 650 t/h 
were installed on each of the four 
crushing and beneficiation sections 
downstream of the fine crushing 
stage. The commissioning work 
was completed in Q4 2017 and 
the equipment was put into operation.

The modernization process is 
based on the introduction of 
an additional grinding stage 
into the current crushing and 
processing flow. The HPGRs 
were installed to supplement 
the existing cone crushers and 
ball mills in the sections of the 
beneficiation plant. This enabled 
a boost in energy efficiency, 
a reduction in the size of crushed 

ore, and an increase in the 
productivity of the ball mills.

Operating evidence showed that 
the technology is very promising. 
It enabled a 13% increase in 
the production capacity of each 
upgraded section of the facility 
without additional investment costs 
associated with the construction 
of new production buildings:

• Labour efficiency has increased 
by 30%

• The project created 80 new jobs

• Iron ore concentrate production 
capacity increased by 2.0 million 
tonnes per year; quartzite 
production capacity grew by 
5 million tonnes per year

• Savings on electricity total 
~$1 million per year

• The project paid off in less than 
3 years.
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STraTeGy 2017

strAtEGy 2017  
tArGEts:

j	 	net gainS of $1.0 bn  
pa vS. 2013 ebitda

j	 	Structural 
reduction of annual 
capex

j	 	conServative 
leverage:  net debt/
ebitda of 1.0x

j	 	Stable poSitive free 
caSh flow 

j	 	dividend paymentS 
in accordance with 
a reviSed dividend 
policy

LEADERShIP  
IN oPERAtIoNAL  
EffICIENCy

Increased productivity 
delivered by an investment 
programme and development of 
the NLMK Production System.

Target net gain from leadership 
in efficiency: $330 million 
per year vs. 2013

WoRLD-CLASS  
RESouRCE  
bASE

Increased self-sufficiency in key  
raw materials and lower  
consumption of expensive  
resources.

Target net gain from world-class 
resource base: $480 million 
per year vs. 2013

LEADING PoSItIoNS  
IN StRAtEGIC  
MARKEtS

An increase in the share of 
HVA products in sales mix 
and in NLMK Group’s sales 
on its ‘home’ markets, and greater 
presence in lucrative segments.

Target net gain from leadership in 
strategic markets: $190 million 
per year vs. 2013 

LEADERShIP  
IN SuStAINAbILIty  
AND SAfEty

Ongoing initiatives to boost 
environmental performance through 
fine-tuning production processes  
and compliance with the very highest 
occupational health and safety 
standards, industry leadership  
in labour productivity  
and occupational training 
for personnel.

1 2

3 4

KEy ELEmENts Of strAtEGy 2017:

Strategy 2017  
ebitda gainS, 

$ m
reLaTed documenTS:

•	 Strategy 2017 announcement, 
February 2014 presentation

•	 Strategy page, website

•	 Strategy 2017 results release

1  Leadership  
in operational  
efficiency

2   world-class resource 
base

3  Leadership  
in strategic markets

Strategy 2017 has a modular structure and includes 
projects designed to improve the Group’s operating 
efficiency and business processes, as well as to increase 
self-sufficiency in strategic resources and secure 
leadership in strategic markets. 

Target Result

1,000

190

480

330

1,019

384

111

523
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2013 2014 2015 2016 2017

STraTeGy 
2017 reSuLTS
“NLMK Group has successfully completed this strategic 
cycle. Over these past years, we have consolidated 
NLMK’s leadership as one of the most efficient steel 
companies in the world.”

KEy AcHIEVEmENts  
Of strAtEGy 2017

STraTeGy 2017 TarGeT of 

$1 bILLIon annuaL ebITda GaInS 

HaS been acHIeved*:

STrucTuraL annuaL ebITda** 

GaIn amounTed To $1,019 mILLIon

operaTInG effIcIency 

proGrammeS conTrIbuTed 

around $740 mILLIon (over 70%) 

To THe reSuLT.

addITIonaL GaInS of around 

$160 mILLIon In 2018 expecTed To 

come from recenTLy compLeTed 

InveSTmenT projecTS.

fuLL SeLf-SuffIcIency In Iron 

ore and peLLeTS HaS been 

acHIeved wITH poSITIve npv of 

THe InveSTmenTS.

nLmK SaLeS Grew faSTer THan 

reSpecTIve marKeTS acroSS aLL 

THe Group’S dIvISIonS.

“Last year’s results showed net gains 
from Strategy 2017 projects exceed 
$1 billion, with over 70% generated by 
operational improvement initiatives. 
This was not driven by the markets or 
pricing, this came about through the 
Group’s structural transformation. 
Over the last five years, we 
implemented over 100 investment 
projects and over 3,000 operational 
efficiency projects.

“We’ve grown steel output to an all-
time high, while boosting profitability. 
Decreased leverage and structural 
increase in profitability enabled higher 
dividends. This would not have been 
possible without concerted effort 
of NLMK Group’s employees, all of 
our 55,000 people, working towards 
a common goal across 12 time zones. 
One of the most important outcomes of 
Strategy 2017 is clearly a step forward 
in developing NLMK as a single and 
committed team.

“NLMK has regained its leadership 
among Russian peers in terms of 
market value, and I am grateful to our 
shareholders for their trust.

“2018 sees the beginning of a new 
five-year strategic cycle. NLMK’s 
technology, the quality of our team, 
the scale of our business and, most 
importantly, the unique potential for 
growth and efficiency our company 
enjoys within the industry will open up 
many new opportunities.”

oleg bagrin 
President and CEO of NLMK Group 
(Chairman of the Management Board)

REPORT OF ThE bOARD OF DIRECTORS On ThE COMPAny’S PRIORITy DEVElOPMEnT AREAS

Structural profitability growth

1.5

2.4
1.9 1.9 1.7

1.0

2.7

EBITDA ($ bn)
EBITDA margin (%)

Strategy 2017 
gains

*  NLMK Group results are presented with NBH for the 2014-2017 period
** See the Glossary on p. 46

26%
25%

24%
23%

14%
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NLMK’s global cost leadership in 
the sector with cost advantage vs. 
industry average widening from 
25% in 2013 to 36% in 2017

• Increased productivity: NLMK 
increased steel output by 0.8 million 
tonnes (+6%), HRC output grew 
by 0.5 million tonnes (+9%) per 
year from the 2013 levels through 
the use of best practices

• Increased efficiency of auxiliary 
operations (energy, logistics, 
procurement) driven by the rollout 
of NLMK Production System 
resulted in additional gains of 
$228 million.

Enhancing operational efficiency is an 
ongoing process, which encompasses 
all of the Group’s operations and 
stages of production. Over the past 
four years, we have implemented more 
than 3,000 efficiency enhancement 
initiatives, which required zero or 
minimal capex.

Structural EBITDA gain of $523 million 
per year, or 158% of the declared 
target. This has led to a reduction in 
the production costs and an increase in 
productivity:

• Maintained cost leadership: 
2017 cash cost per tonne of steel 
decreased by 12% from 2013 level 
(at constant prices). This secured 

operational efficiency 
projectS

236

2013

1,310

2014

1,817

2015

3,050

2017

2,450

2016

STrucTuraL ebITda GaIn of  

$523 mILLIon per year, or 158% 

of THe announced TarGeT

90%
Of NLmK bLAst furNAcE 
cApAcIty cOVErEd by 
rEsOurcE-sAVING pcI

1  GLobAL LEADERShIP  
IN EffICIENCy

90% Of NLmK bLAst furNAcE cApAcIty 
cOVErEd by rEsOurcE-sAVING pcI

This technology involves co-injecting natural gas and fine 
coal particles into the blast furnace, resulting in reduced 
coke consumption. Replacing expensive raw materials 
with cheaper alternatives, such as switching from coking 
coal to steam coal, reduces the cost of pig iron production 
by approximately 5%. This will enable a 30% decrease in 
the consumption of expensive coke; and a 50% reduction in 
the consumption of natural gas.

The PCI project was executed at Blast Furnace Shop 
No. 2 in two stages. Starting from May 2017, the 
technology was tested at Blast Furnace No. 6, and then 
at Blast Furnace No. 7 starting from June Guarantee 
tests confirmed that both blast furnaces have reached 
a PCI level of 160 kg/t of pig iron. Previously, this 
resource-saving technology was introduced at Blast 
Furnace No. 5 (2.7 million tonnes per year) and Blast 
Furnace No. 4 (1.8 million tonnes per year).

nlmK group equipment 
productivity growth  
in 2013-2017

m t

 Gain

 2013 base

Iron ore  
concentrate

Pig iron BOF steel HRC 
(NLMK 
Russia)

9%

15%

6%

9%

2.0
1.0 0.8

0.5
14.0 11.8 12.4

5.4

Target: cost reduction and growth  
in productivity

caSe STudy
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Target: greater self-
sufficiency in key raw 
materials and lower 
consumption of expensive 
resources

Structural EBITDA gain of $384 million 
per year: 

• Over 50% of this result was 
delivered by the new pelletizing 
plant reaching its design capacity 
(commissioned in November 
2016) and an increase of iron ore 
concentrate output at Stoilensky

• Reduced consumption of 
expensive resources through 
new technologies introduced 
at NLMK Lipetsk: total energy 
consumption reduced by 6%, coking 
coal consumption – by 14%, and 
natural gas consumption – by 26%.

Additional carry-over effects 
from Strategy 2017 resource 
projects of $160 million are 
expected in 2018. In particular: 

• NLMK will increase output 
of iron ore concentrate to 
17.5 million tonnes per year

• Coke consumption is set to decrease 
further with the ramp-up of PCI 
systems at NLMK Lipetsk. 

STrucTuraL ebITda GaIn  

of $384 mILLIon per year  

In 2014-2017

mILLION pEr 
yEAr IN currENt 
prIcEs$9

INtrOductION Of HIGH 
prEssurE GrINdING rOLLs 
(HpGr) tEcHNOLOGy,

reSource conSumption at nlmK lipetSK,  
2017 vS. 2013

-2%

Total fuel*

-6%

Energy

-14%

Coking coal

-26%

Natural gas

2  WoRLD-CLASS  
RESouRCE bASE

NLmK GrOup INcrEAsEs IrON OrE 
cONcENtrAtE Output by 0.8 mILLION tONNEs

NLMK Group has commissioned four more high-pressure 
grinding roll (HPGR*) units, boosting productivity of Stoilensky’s 
Beneficiation Plant by 0.8 million tonnes of iron ore concentrate 
to 17.4 million tonner per year. As a result, Stoilensky has 
now covered 100% of the Group’s blast furnace needs in iron 
ore concentrate with a Fe content of over 65%. Investment 
amounted to RUB 4.5 billion.

NLMK began implementing HPGR technology, unparalleled in 
Russia, in 2016. This project to implement HPGR’s at the four 
sections of the Beneficiation Plant will add a total of about 
1.8 million tonnes of capacity, and together with our other 
initiatives will enable NLMK to bring concentrate output up to 
17.4 million tonnes per year by 2018.

*  per tonne of Fe containing materials in blast furnace operations

* See the Glossary on p. 46

caSe STudy
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* See the Glossary on p. 46

2016

STrucTuraL ebITda 

GaIn of $111 mILLIon  

per year

Structural gain of $111 million per 
year, or 58% of the target level. Gains 
fell short of the target level due to the 
slump in the Russian steel market in 
2014-2016, which was partly offset by:

• Sales hitting an all-time high 
of 16.5 million tonnes in 2017, 
climbing for the fourth year running 
(+11% vs. 2013)

• Sales in NLMK Group’s home 
markets of Russia, the EU, and 
the USA grew by 12% vs. 2013 to 
10.7 million tonnes. Sales growth by 
the Group’s divisions significantly 
outperformed steel consumption 

growth in its home markets. 
The share of home markets in total 
sales grew to 65% in 2017

• Sales of finished products increased 
by 17%, from 10.9 million tonnes in 
2013 to 12.8 million tonnes in 2017.

3  LEADERShIP IN StRAtEGIC 
MARKEtS

4  LEADERShIP  
IN SuStAINAbILIty  
AND SAfEty

Leadership in sustainability and safety 
is a priority area for NLMK Group. 

• Lost Time Frequency Rate (LTIFR*) 
declined by 53% to 0.97 vs. 2013 for 
the Group, and by 41% to 0.51 for 
the Russian operations

• Specific air emissions were reduced 
by 6% to 20.5 kg/t vs. the 2013 
level

• Employee productivity grew by 
29% vs. 2013, driven by process 
automation and increased output. 

nlmK group labour 
productivity 

t of steel/person

 Labour productivity, t/person
 Gain vs. 2013, %

2013 2014 2015 2017

252
268

7%

13%

22%

27%

283 308

321

nlmK ltifr*

 NLMK Group
 NLMK Russia

2013 2014 2015 20172016

2.03

1.55

1.12

0.55
0.83 0.82 0.97

0.34
0.510.43

breaKdown of Steel product 
SaleS 

14.9

5.3

1.9
1.8

5.8

16.5

2.4

2.2

5.9

6.0 Russia

EU

USA

+10%  export 
markets

+12%  home 
markets

2013 2017

reduction of Specific air 
emiSSionS (nlMK’s Russian 
operations)

2013

21.9

2014

21.1

2015

20.9

2017

20.5

2016

20.8
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The Company expects additional gains of around $160 million in 
2018 generated by recently completed investment projects. Strategy 2022, the next phase 

in the development of the 
Company that is currently 
being developed, will be 
announced in 2018.

This new phase of NLMK’s strategy will involve 
a balanced combination of long-term growth 
projects, further enhancement of operational 
efficiency and integration of innovative 
solutions. The Company remains dedicated to 
excellence in safety and sustainability.

A new important element of the new strategic 
cycle is digital innovation. At the same time, 
digitalization is not a goal in itself, but rather 
a tool for achieving the Company’s strategic 
objectives. The Company has set up several 
Centers of Excellence: the Big Data Lab and 
the SAP Co-Innovation Lab. 

Strategy 2022 aims to maintain a balance 
between investment in growth projects, 
a conservative financial policy and high returns 
to NLMK shareholders. The Company will 
maintain the current level of dividend payments 
at a conservative debt leverage of Net debt/
EBITDA in the range of 1.0-1.5x. 

strAtEGy 2017 rEsuLts  
IN 2018

KEy ELEmENts  
Of strAtEGy 2022

Strategy 2017 gains

Strategy 2017 delivered structural annual 
EBITDA gain of $1,019 million. Operational 
efficiency programmes contributed around 
$740 million (over 70%) to the result.

Strategy effects in 2018

The Company expects additional gains of 
around $160 million in 2018 generated by 
recently completed investment projects.

Key objectives of Strategy 2022 defined

A balanced combination of long-term 
growth projects, further enhancement of 
operational efficiency and integration of 
innovative solutions.

Key factS and figureS: 

expected gainS of Stategy 2017

$ m

 Gains from operational efficiency improvement
 Gains from capex projects

Expected 2018 
gain from 

investments

Expected 
2014–2018 gain

1,019

160 1,179

279

2014–2017 gains

740 740

439
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Key performance 
IndIcaTorS
busINEss mOdEL EffIcIENcy

2018 trendS

2017 commentS

Thanks to efficient sales portfolio 
management and an advantage 
of low-cost production, NLMK 
managed to ensure high utilization 
rate of steelmaking capacities

Sales reached a record 16.5 
million tonnes (+3%) in 2017, 
driven by recovering demand in 
NLMK’s home markets  of Russia, 
Europe and the USA, and growing 
demand in export markets

Slab cash cost at NLMK Lipetsk 
grew by 29% to $250 per tonne in 
2017 due to a surge in prices for 
main raw materials. NLMK was 
able to retain its cost leadership 
despite the growth of raw material 
prices

2017 targets met Steel product sales growth secured Leadership in cash cost sustained 
and reinforced

STeeLmaKInG capacITy 
uTILIzaTIon

STeeL producT SaLeS SLab caSH coST

Utilization rate of crude steel 
production capacities

Total sales of steel products 
to external consumers of all 
NLMK Group facilities

Consolidated cash cost for slab 
production at NLMK Lipetsk

Utilization rate of 
steelmaking capacities 
at all NLMK Group’s 
facilities will remain high, 
with production level 
maintained

NLMK Group plans to keep 
its sales volume at the  
2017 level

Higher self-sufficiency 
in iron ore will have 
a positive impact on 
the cash cost of steel

%

2013 2014 2015 2016 2017

95 95
98

93
95

m t

2013

14.8

2014

15.1

2015

15.8

2016 2017

15.9

16.5
$/t

348
283

206 194

250

2013 2014 2015 2016 2017

36  AnnuAl REPORT 2017

nlmK’s inteGRated  
pRocess enviRonment

nlmK pRoduction  
sYstem

2017  
hiGhliGhts

2  4  6 8

ceo 
statement

companY 
pRofile

wheRe we maKe  
and maRKet steel

what we maKe  
and maRKet

nlmK GRoup  
Business model

18 2410 14



fINANcIAL pErfOrmANcE

$ bn % $ bn

In 2018, we expect to retain the high level of financial performance achieved in 2017

2018 trendS

2017 commentS

ebITda ebITda marGIn neT profIT

Profit before taxes, interest 
and depreciation received from 
NLMK Group’s core businesses

Profitability of the Company’s 
operations before interest, taxes and 
depreciation

NLMK Group’s profit after income 
and expense.  One of the elements 
used to determine dividend 
payments

2017 targets exceeded by 40% 2017 targets exceeded Not applicable

Strong profit in 2017 was largely 
driven by higher sales margins 
and Strategy 2017 gains

An increase in EBITDA margin 
was supported by wider price 
spreads and structural gains 
from operational efficiency 
improvement programme

A 55% increase in net profit was 
driven by higher profitability of 
core businesses

0.1

0.8

1.0 0.9
1.5

2013 2014 2015 2016 20172013 2014 2015 2016 2017

1.5

1.9

2.7

1.9

2.4

2013 2014 2015 2016 2017

14

25 26
2423
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fINANcIAL pErfOrmANcE

2018 trendS

2017 commentS

Consistently high free cash flow 
is secured by substantial profit, 
conservative capex policy and low 
cost of debt servicing

Thanks to a substantial free cash 
flow, net debt/EBITDA ratio is 
maintained below the target set 
out in Strategy 2017

Thanks to a stable financial 
position and the growth of free 
cash flow, dividend payments 
increased by ca. 58% to 
$1.45 billion

Target – positive cash flow – 
achieved

Debt leverage does not exceed 
target values

In line with NLMK’s dividend 
policy

free caSH fLow neT debT / ebITda dIvIdendS

Net cash flow after investment and 
interest payments refers to cash that 
the Company can use to strengthen 
liquidity, repay liabilities, pay 
dividends, or for other corporate 
needs

The Company’s financial debt 
adjusted for the value of liquid 
assets, and then divided by EBITDA, 
characterizes the Company’s debt 
leverage. Used as a trigger to 
determine the share of dividends 
to be paid. NLMK Group’s target 
indicator stands at 1.0x

Cash paid to shareholders according 
to the Company’s dividend policy 
and based on its financial situation 
and prospects for development

Structural profitability 
growth, stable capex level 
create conditions for a 
positive free cash flow  

The level of debt leverage 
is expected to remain 
below 1.0-1.5x target

The Company will adhere 
to its dividend policy, 
excess liquidity will be 
returned to shareholders 
in the form of quarterly 
dividends

%* FCF** $ bn

0.12

0.30

0.64

0.92
1.45

21% 26% 65% 84% 115%

2013 2014 2015 2016 2017E

1.9

0.7 0.6
0.4 0.3

2013 2014 2015 2016 2017

$ bn

2013 2014 2015 2016 2017

0.5

1.1

1.3

1.0
1.2

* Share of free cash flow (FCF)
** FCF = free cash flow
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sustAINAbILIty pErfOrmANcE

Operational efficiency 
improvement programme 
and facility upgrades 
will ensure productivity 
growth

The Company targets a 
reduction in Group LTIFR 
to 0.85 or lower

Reduction of specific 
emissions by 0.1 kg/t of 
steel vs. 2017

2018 trendS

2017 commentS

Labour producTIvITy LTIfr* SpecIfIc aIr emISSIonS

Tonnes of crude steel per employee Lost time injury frequency rate 
across NLMK Group

All types of air emissions (gases, 
dust, etc.) per tonne of crude steel

Emission level lower than last year Labour productivity continues to 
grow 

Rates below global industry 
average

Growth in labour productivity 
in 2017 was driven by increased 
operational efficiency

Group LTIFR was maintained 
at below the industry average 
thanks to management’s 
operational safety improvement 
initiatives

Consistent reduction of air 
emissions thanks to environmental 
initiatives, and investments  
in environmental projects and 
better environmental safety 
standards 

t/person

2013 2014 2015 2016 2017

252

308
321

283268

kg/t

2013 2014 2015 2016 2017

21.9

20.8
20.5

20.9
21.1

● Industry average
● NLMK Group

* See the Glossary on p. 46

2013 2014 2015 2016 2017

2,02

2,03

0,97

1,21
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us mArKEt

Steel production in the US increased 
by 4% to 82 million tonnes in 2017, 
capacity utilization was 74%.

Steel consumption increased by 
6% in 2017 to 98 million tonnes, 
driven by growing demand from the 
construction, automotive, and oil and 
gas sectors. Import of steel products 
increased by 15% to 34 million tonnes, 
while exports increased by 7% to 
9 million tonnes.

Eu mArKEt 

Steel production increased by 4% to 
168 million tonnes.

Apparent consumption of steel in 
the EU in 2017 grew by 3% yoy to 
162 million tonnes, driven by stronger 
demand from the construction, 
machine building and pipe sectors. 
Import of flat and long steel reduced 
by 1% to 26 million tonnes; export 
reduced by 3% to 23 million tonnes. 
An uptick in demand was also seen 
among “green energy” customers, i.e. 
manufacturers of windmills and power 
equipment.

russIAN mArKEt

Apparent consumption of finished 
steel grew by 5% in 2017, against 
a backdrop of economic recovery.

Steel output in Russia in 2017 
increased by 1% to 70.6 million tonnes, 
while imports of rolled steel grew by 
47% to 6.3 million tonnes and exports 
by 5% to 14.4 million tonnes.

marKeT 
revIew

Global steel production 
grew by 5% in 2017 
to 1.69 billion tonnes; 
global average capacity 
utilization was 71.8%, 
according to Worldsteel 
Association.

Steel production in China (50% of 
global steel output) increased by 
5% up to 845 million tonnes. Global 
apparent steel consumption grew by 
5% yoy to 1,587 billion, and by 8% 
yoy to 737 million tonnes in China. 
Steel consumption in developed 
countries grew by 2.8%. At the same 
time, export from China reduced by 

31% yoy to 76 million tonnes, driven 
by the recovery of domestic demand 
for steel in China and a nationwide 
campaign to close inefficient 
steelmaking capacity. As a result, 
as much as 115 million tonnes of 
steelmaking capacity was closed in 
China in 2016–2017. 

Global steel market was on the 
rise in 2017 after a slowdown in 
consumption in 2015-2016
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Key factS and figureS

global steel production

Production increased to 1.69 billion tonnes 
(+5%)  (above the 2014 peak value of 
1.66 billion tonnes). Global steelmaking 
capacity utilization increased to 71.8%. 
Continued growth of protectionism.

regional trends 

Demand in the Group’s home markets 
(Russia, the US and the EU) continued to 
increase, supported by economic growth.

Slowdown of exports from china  
and price trends 

Growth of domestic demand, trade 
restrictions and closure of excess capacity 
led to a downturn in exports. Prices for 
steel and raw materials continued to grow 
in 2017.

global Steel production 

bn t

regional breaKdown of Steel 
production

%

 China 50

 Asia w/o China 19

 EU-28 10

 North America 7

 Russia 5

 South America 4

 Other European countries 3

 Middle East 2

chineSe exportS

m t

Source: Bloomberg

prIcE trENds

Global average prices for coal and ore 
grew by 26% yoy and by 22% yoy, 
respectively, driven by the growth of 
global demand for steel and supply 
balance recovery. Average steel product 
prices grew by 15–35% vs. 2016, amid 
the reduction in export supplies from 
China.

2013

1.64

2014

1.66

2015

1.62

2016

1.63

2017

1.69

2013

62

2014

94

2015

112

2016

109

2017

76

Source: Metal Bulletin, SBBglobal priceS

$/t

hrc ‘domeStic’ priceS 

$/t w/o VAT

Russia

Eu
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OpErAtING pErfOrmANcE

G rowth of steel output*: +3% 
yoy due to the growth in 
productivty at NLMK Lipetsk 

and the increase in capacity utilization 
rates at NLMK Russia Long Products 
and NLMK USA divisions.  Group 
steelmaking capacity utilization rate 
grew by 3 p.p. to 98%**.

Growth of sales***: +3% yoy, due to 
the growth in sales in home and export 
markets.

Sales breakdown: growth of finished 
product sales by +5% yoy, accounted 
for mainly by HRC and HDG. The 
share of finished products in total sales 
increased to 65% (+1 p.p. yoy). Sales 
of semi-finished products remained 
flat yoy.

Sales breakdown by region: sales in 
Russia and the US grew by 1% yoy 
(to 6 m t) and by 23% yoy (to 2.8 m t), 
respectively, driven by the growth of 
demand. Sales in the Middle East (incl. 
Turkey) grew by 40% yoy, which is 
practically in line with sales volumes to 
the US market.

“In 2017, NLMK Group con-
tinued to consistently improve 
it operating and financial 
performance.

“Successful execution of 
Strategy 2017 was the key 
driver behind improved 
financials, with net gains from 
strategy projects exceeding 
$1 bn. Non-capital intensive 
operational efficiency projects 
accounted for more than half 
of Strategy 2017 gains. 

“NLMK Group’s high credit-
worthiness and the success of 
its business model received 
high acclaim from interna-
tional rating agencies: NLMK’s 
credit ratings have been 
upgraded by S&P and Moody’s 
over the last 18 months. 
NLMK currently has invest-
ment grade ratings from all 
three international rating 
agencies.

“High level of free cash flow, 
low leverage and conservative 
capex enable the company to 
increase its dividend pay-
ments. 9M 2017 dividends 
totalled about $1.1 bn.”

SerGey KaraTaev,

nlMK Group acting CFO 

2013

14.8

2014

15.1

2015

15.8

2016

15.9

2017

16.5

continuouS growth 
of SaleS volumeS 

m t

Key factS and figureS

record operational 
performance 

All-time high output and sales 
thanks to a unique business 
model and quality of facilities.

Sustainable profitability 
growth

Cost leadership, growing 
vertical integration 
and implementation 
of optimization programmes 
enable profitability growth 
despite a weak market.

financial flexibility

Increase in profitability and 
low leverage enable great 
financial flexibility and deliver 
high returns for shareholders.

* Steel output with NBH
** Without production capacities that are undergoing planned maintenance 
*** Consolidated sales without NBH
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2017

26%

2016

25%

2015

24%

2014

23%

2013

14%

Sales in home markets grew by 4% to 
an all-time high of 10.7 m t, driven by 
stronger demand from key consumers 
in Russia and the US. Sales in the EU 
decreased by 3% yoy, as a result of 
competition with imports. Home 
markets accounted for 65% of total 
sales (flat yoy).

Sales in export markets grew to 5.7 m t 
(+3% yoy) due to the growth in 
the export of semis.

fINANcIAL rEVIEw 

revenue

Revenue grew to $10.1 bn (+32% 
yoy), driven by the growth of sales 
volumes and average sales prices. 

The share of revenue from finished 
product sales remained flat yoy at 
67%.

The share of NLMK Group’s revenue 
(with NBH) from sales to home 
markets remained flat (69%).

operating profit*

Operating profit grew by 37% yoy to 
$2 bn, driven by the growth of steel 

product sales volumes and prices, and 
Strategy 2017 gains.

net profit

Growth of net profit in 12M 2017 by 
55% yoy and in Q4 by 20% yoy was 
driven by the growth of profit from 
core operations.

free caSh flow

Free cash flow grew by 16% to $1.3 bn 
due to the growth of inflow from 
operations.

Growth of operating cash flow by 
12% yoy to $1.9 bn was driven by 
the increase in sales margins.

higher dividendS

$ bn

2013

0.12

2014

0.30

2015

0.64

2016

0.92

1.45

2017

lower debt

Net debt/EBITDA

2013

1.9

2014

0.7

2015

0.6

2016

0.4
0.3

2017

conSiStent growth 
of profitability 

EBITDA margin

16.5

12m 2017 
fINANcIAL ANd 
OpErAtING 
rEVIEw M t

NEt INcOmE GrEw

55% yoy

by

to $10.1 bN

(+32% yoy), driven by the growth of 
average steel product prices, increase in 
volume and growth of share of finished 
product sales

driven by growth 
of cash flow from 
operations  
(+12% yoy) and 
moderate growth 
of capex (+6% yoy)

(+37% yoy), driven by 
improved sales economics 
and Strategy 2017 gains

bN

M

EbItdA GrEw

$2.7

to
by

to

to 0.35х
$1.45

frEE cAsH fLOw INcrEAsEd

(0.39х in 2016) on strong 
business profitability

$174
$1.27

stEEL prOduct sALEs 
INcrEAsEd  
tO A rEcOrd

GrOup rEVENuE tOtALLEd

NEt dEbt/EbItdA**  
dEcrEAsEd 

bN
bN

* Operating profit before equity share in net losses of associates and other companies 
accounted for using the equity method of accounting, impairment and write-off of assets

** See the Glossary on p. 46
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Outflow of cash funds due to increase 
in working capital totalled $380 m (vs. 
a release of $37 m in 2016): 

• Growth of prices: increase in 
the cost of raw materials and WIP, 
resulting in an increase of $221 m

• Growth of accounts receivable due 
to the growth of sales volumes

• Growth of slab inventories at 
the European and US sites to 
support the growth in demand

• The above-mentioned factors were 
partially offset by the decrease in 
raw material stocks, the decrease 
in stocks of finished products at 
NLMK Russia Long Products due to 
sales being shifted to export, and 
the growth of accounts payable.

inveStment

NLMK Group 2017 investment 
grew by 6% to $592 m, due to the 
launch of the BF-6 overhaul project 
at NLMK Lipetsk, and the growth in 
payments to contractors under the 
Pelletizing Plant construction project 
at Stoilensky.

dividendS

In 2017, dividend payments totalled 
$1,283 m.

NLMK Group’s Board of Directors 
recommended NLMK shareholders 
approve Q4’17 dividends of RUB 3.36 
per share. Q4’17 dividend yield* will 
total 9.1%.

Taking into account declared 
dividends for Q1-Q3’17, 12M’17 
accrued dividends could total RUB 
14.04 per share, which is equivalent 
to 100% of NLMK Group’s 2017 net 
profit. 

debt leverage

Total debt grew by 1% yoy to $2.3 bn, 
with debt structure changing towards 
an increased share of LT debt to 
83% in 2017 (vs. 79% in 2016). In 
September, NLMK Group bought back 
Eurobonds for a total of $317 m, using 
proceeds from a new 7-year Eurobond 
placement for a total of $500 m. In 
October 2017, NLMK repaid ruble 
bonds for a total of 10 bn rubles.

Net debt grew by 21% yoy to $923 m 
due to the decrease in cash and cash 
equivalents on the balance sheet, used 
for dividend payments. Net debt/
EBITDA decreased to 0.35х compared 
to 0.39х in 2016 due to the increase in 
profitability.

Financial guarantees for NBH liabilities 
totalled $304 m (+19% yoy), including 
due to the strengthening of the EUR/
US$ FX rate.

Decrease of financial costs by 17% 
yoy to $87 m was associated with 
the reduction in the average debt 
portfolio rate (from 4.2% to 3.8% at 
the end of 2017).

sEGmENtAL ANALysIs

Russian Flat Products

EBITDA climbed by 28% yoy to 
$1.7 bn, driven by the widening of 
spreads between prices for steel and 
main raw materials, and Strategy 
2017 gains. EBITDA margin was 
22% (-2 p.p. yoy), triggered by the 
outstripping growth of raw material 
prices (primarily coking coal) and the 
strengthening of the ruble FX rate.

Russian Long Products

EBITDA increased by 10% to $152 m. 
Lower growth rates compared 
to revenue were associated with 
the narrowing of spreads triggered by 
the late start of the construction season 
in Russia and growth of scrap prices. 
Growth of scrap prices outstripped 
the decrease in the EBITDA margin by 
3 p.p. to 8%.

Mining Segment

EBITDA doubled yoy to $0.64 bn, 
supported by growth of average prices 
and increase in the share of pellet 
supplies.

NLMK USA

EBITDA was $0.2 bn (+11% yoy), 
supported by the growth of sales, 
partially offset by the narrowing of 
spreads.

NLMK DanSteel and plate 
distribution network

EBITDA grew to $2 m due to 
the widening of the price spread 
between thick plate and slabs.

Joint venture (NBH)

EBITDA was -$24 m, due mainly to 
the narrowing of price spreads between 
finished steel and slabs.

reLaTed documenTS:

•	 2017 IFRS financial press release

•	 5-year highlights

*  Dividend yield is calculated as the sum of dividends for the period converted at the exchange rate at the end of the reporting period, annualized by 
multiplying the amount for the quarter by 4 and divided by the total market capitalization of the company on the last day of the relevant period
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GLoSSary
high-preSSure grinding rollerS 
(hpgr) technology

An iron ore crushing technology employed in the production 
of concentrate. HPGR has a superior ore crushing capacity to 
conventional methods.  Feed is subjected to high pressure by 
the rolls, which not only crush the ore but cause micro-cracks 
that disrupt its mineral-crystalline structure. The resulting 
supply of iron ore for onward processing at Stoilensky 
requires less additional fine grinding, which delivers 
significant savings in resources. 

pulveriZed coal injection (pci) technology

This technology involves feeding natural gas and fine coal 
granules into the blast furnace, which enables a reduction 
in the consumption of expensive raw materials. Replacing 
expensive raw materials with cheaper alternatives, such 
as switching from natural gas and coal to a mix of power-
generating coal, reduces the cost of pig iron and steel 
production without affecting quality.

iron ore pelletS

An enriched form of iron ore moulded into small circular 
pellets that are used in the steelmaking processes. Has an 
iron (Fe) content of around 65%. A pelletizing plant was 
launched in November 2016 at Stoilensky to produce pellets 
for NLMK operations.

ebitda

Profit before taxes, interest and depreciation received from 
NLMK Group’s core businesses. EBITDA is calculated as 
operating profit before equity share in net losses of associated 
and other companies accounted for using the equity method, 
impairment and write-off of assets, adjusted to depreciation.

net profit

NLMK Group’s profit after income and expense. One of the 
elements used to determine dividend payments. Net profit 
is calculated as profit for the period attributable to NLMK 
shareholders.

free caSh flow

Net cash flow after investment and interest payments refers 
to cash that the Company can use to strengthen liquidity, 

repay liabilities, pay dividends or for other corporate needs. 
Free cash flow is calculated as net cash from operating 
activities plus interest received net of interest paid and 
capital investments.

net debt

Net debt is calculated as the sum of long-term and short-term 
credits and loans less cash and cash equivalents, as well as 
short-term deposits at period end. 

net debt/ebitda

The Company’s financial debt adjusted for the value 
of liquid assets, divided by EBITDA, characterizes 
the Company’s debt leverage. Used as a trigger 
to determine the share of dividends to be paid. 
NLMK Group’s target indicator stands at 1.0x. Net 
debt / EBITDA ratio is calculated based on net debt as at 
the end of the reporting period and EBITDA for the last 
12 months.

operational efficiency gainS

Structural increase in EBITDA generated by the 
implementation of initiatives to increase productivity and/
or reduce cash cost, mainly as a result of improvements 
to business processes, optimization of technologies etc., 
which require zero or minimal investment.

inveStment projectS gainS

Structural increase in EBITDA generated by the 
implementation of investment projects, such as the effect 
of cost reduction following the launch of the Stoilensky 
pelletizing plant.

home marKetS

Markets where production of steel products is located, 
for instance, the Russian market is the home market 
for NLMK Russia, North America is the home market 
for NLMK USA, EU countries are the home market for 
NLMK Europe.

ltifr

Lost Time Injury Frequency Rate per 1,000,000 man-hours 
worked.
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fInancIaL performance*, $ m

2008 2009 2010  2011  2012  2013  2014 2015 2016 2017

Sales revenue 11,699 6,140 8,351 11,729 12,157 10,818 10,396 8,008 7,636 10,065

Net income** 2,279 215 1,255 1,358 596 145 773   967 935 1,450

EBITDA 4,689 1,414 2,322 2,254 1,900 1,480 2,381 1,943 1,943 2,655

EBITDA margin, % 40% 23% 28% 19% 16% 14% 23% 24% 25% 26%

Operating cash flow 2,781 1,394 1,431 1,315 1,825 1,333 1,806   1,622 1,699 1,899

Investments 1,934 1,121 1,463 2,048 1,453 756 563   595 559 592

Net debt 850 1,241 1,471 3,356 3,631 2,843 1,666 1,161 761 923

Free cash flow 846 273 -32 -243 371 536 1,153 992 1,092 1,266

Dividend per share, $ 0.0786 0.0071 0.0632 0.0627 0.0193 0.0192 0.0507 0.1076 0.1535 —

operaTInG performance,  ‘000 t

2008 2009 2010  2011  2012  2013  2014 2015 2016 2017

Steel production 10,955 10,614 11,544 12,112 14,923 15,429 15,921 15,866 16,438 16,850

Steel production with NBH 10,955 10,614 11,544 12,112 14,923 15,469 16,108 16,060 16,641 17,076

Total steel sales 10,261 10,600 11,730 12,840 15,184 14,831 15,147 15,829 15,925 16,469

Finished product sales 5,995 6,324 7,051 8,664 10,607 10,929 10,223 9,793 10,211 10,759

Sales to home markets 4,246 3,485 4,644 6,012 8,684 9,535 10,605 10,140 10,225 10,650

SuSTaInabLe deveLopmenT IndIcaTorS

2008 2009 2010  2011  2012  2013  2014 2015 2016 2017

NLMK Group headcount,  
‘000 people 70.1 62.8 59.4 60 62.5 62.1 60.1 56.7 54 53.2

Labour productivity,  
t of steel /person, Lipetsk site 249 269 308 329 406 420 437 463 482 502

LTIFR for NLMK Group’s  
Russian assets n/a n/a n/a 0.87 0.87 0.86 0.55 0.43 0.34 0.51

Specific air emissions, kg/t of steel 30.5 30.4 28.5 26.1 22.6 21.9 21.1 20.9 20.8 20.5

* Financial statements starting from 2013 are prepared based on IFRS; prior to 2013 financials are US GAAP-based (for reference purposes)
** Income for the period, attributable to NLMK shareholders
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buILd your own reporT

Build a custom version of the annual report on our corporate site by 
using check boxes to select individual pages or entire sections for your 
custom report. Press ‘BUILD’ and the selected pages will be assembled, 
ready for download as PDF.

envIronmenT

2017

In this brochure we talk about 
how advanced technologies, 
efficient processes, and envi-
ronmentally friendly approaches 
ensure our leadership as an envi-
ronmentally-oriented company.

our Team

2017

Detailed information on 
NLMK Group’s team, talent 
development, occupational safety 
policy, and financial contribution 
to the development of local 
communities, and much more.

Governance

2017

This brochure aims to showcase 
NLMK Group’s corporate govern-
ance practices, how the process 
of continuous improvement of 
corporate governance is ar-
ranged, and how we ensured our 
leadership in investor relations.

“Our goal is to minimize our environmental foot-
print. And we will continue to implement the best 
available technologies.”

Galina Khristoforova, 
NLMK Group’s Director for the Environment

“In the common cause of realizing Strategy 2017, 
it was not just the contribution of individual 
people that was important, but above all the 
contribution of the team that our large, interna-
tional company represents.”

oleg bagrin,  
President and CEO of NLMK Group*

abouT nLmK

2017

This brochure gives an overview 
of the structure, business model, 
strategy, and performance of the 
Group over the past decade.

“In 2017, the Company continued to actively im-
prove its corporate governance practices as part 
of the corporate governance reform.”

Stanislav Shekshnia, 
Independent Director, Chairman of the Human 
Resources, Remuneration and Social Policies 
Committee

“The scale of NLMK’s business, the quality of our 
strategy, and execution will ensure that we use 
available growth options to continue creating 
shareholder returns going forward.”

oleg bagrin,  
President and CEO of NLMK Group*

* Oleg bagrin held the position of President (Chairman of the Management board) until 12 March 2018

https://nlmk.com/en/ir/save-pdf/

