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Disclaimer

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to buy or 
acquire securities of Mechel OAO (Mechel) or any of its subsidiaries in any jurisdiction or an inducement to enter into investment activity. No part of 
this presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investment 
decision whatsoever.  Any purchase of securities should be made solely on the basis of information Mechel files  from time to time with the U.S. 
Securities and Exchange Commission.  No representation, warranty or undertaking, express or implied, is made as to, and no reliance should be 
placed on, the fairness, accuracy, completeness or correctness of the information or the opinions contained herein.  None of the Mechel or any of its 
affiliates, advisors or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of 
this presentation or its contents or otherwise arising in connection with the presentation. 

This presentation may contain projections or other forward-looking statements regarding future events or the future financial performance of Mechel, 
as defined in the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995. We wish to caution you that these statements are 
only predictions and that actual events or results may differ materially. We do not intend to update these statements. We refer you to the documents 
Mechel files from time to time with the U.S. Securities and Exchange Commission, including our Form 20-F. These documents contain and identify 
important factors, including those contained in the section captioned “Risk Factors” and “Cautionary Note Regarding Forward-Looking Statements” in 
our Form 20-F, that could cause the actual results to differ materially from those contained in our projections or forward-looking statements, including, 
among others, the achievement of anticipated levels of profitability, growth, cost and synergy of our recent acquisitions, the impact of competitive 
pricing, the ability to obtain necessary regulatory approvals and licenses, the impact of developments in the Russian economic, political and legal 
environment, volatility in stock markets or in the price of our shares or ADRs, financial risk management and the impact of general business and global 
economic conditions.

The information and opinions contained in this document are provided as at the date of this presentation and are subject to change without notice.
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Financial Review
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EBITDA Bridge
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Operating margin (rhs)Record operational results:
Revenues grew by 49% to $10.0 bln

Operating profit up 83% to $2,6 bln

EBITDA increased by 23% to $2.0 bln

FY08 results reduced by FX loss of $877 mln
due to Russian ruble depreciation

16% of revenue came from acquisitions made 
in 2007 and 2008

ROE over 30%
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High degree of diversification and vertical 
integration helps mitigate risk and provides 
stability

Mining and Steel segments dominate in the 
operating result

Increase in export share in 2008 revenue – 38%
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$3,374 mn $4,219 mn

Revenue up 28% to $5.5 bln

Operating profit up 43% to $770 mln

High carryover stock affected profitability in 
4Q08

Export of semi-finished steel and long-steel 
products helped the financial result in 4Q08 

Bottom line affected by a $220 FX loss in 
4Q08
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Steel Segment Performance
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Product diversification and concentration in 
the long product niche supports sales

Increased sales to Europe through new 
acquisitions

Mechel Service  - key to stable sales: 
Daily sales of 4.9 ths tonnes of steel products 
in the 4Q08 rising to 5,4 ths in the 1Q09

Estimated 25% of the domestic rebar market

HBL sales represented 21%  of revenue in 
Europe in 4Q08
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Operating margin (rhs)

COS structureCash costs, US$/tonne

$ Million

$1,008 mn $1,230 mn

33% of the consolidated revenue in FY08

Gross margin rose to 70%

Internal sales rose to 32% in 4Q08 for coking 
coal and 57% for iron ore  

Production of steam coal at Yakutugol
increased by 37% in 4Q08 

Cash cost fell for coking coal at Yakutugol
and steam coal across the assets
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Average sales prices FCA, US$/tonneRevenue breakdown by region

Coking coal Steam coal Iron ore

1Q08 2Q08 3Q08 4Q08

Sales in 4Q08 supported by annual export 
contracts

Wider geography of sales:
Share of Russia fell to 40%

Growth of sales of coal and iron ore to Northern 
China

Acquisition of Bluestone will diversify coking coal 
sales to North American and European markets

Coal stock decreased by 286 ths tonnes in 4Q08 
and by further 900 ths tonnes in 1Q09

2007
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Visible synergies from vertical integration -
Internal sales generate 26% of the segment 
revenue in FY08

FX effect contributed $382 mln to the 
negative bottom line in 4Q08

Stable FeSi demand and low cost of 
production keeps Bratsk ferroalloy plant    
at 100% capacity utilisation  
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Nickel Ferrosilicon Chrome
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1Q08 2Q08 3Q08 4Q08

Nickel prices show recovery in the 1H09

Production at SUNP is back to precrisis level in 
June 2009 

Expected recovery of FeCr business:
From April 2009 Tikhvin plant completely switched 
to internal ore supplies

Production at Tikhvin plant back to precrisis level in 
June 2009

Voskhod Chrome mine expected to ramp up to full 
capacity in July 2009 bringing the cost of FeCr
down
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1st year of Net Income - $3 mln

Stable performance during market turbulence 
in 4Q08

Reduction of cash cost q-o-q improves 
profitability

Electricity market liberalisation shows effect –
price up 29% y–o-y

Increasing reliance on own power generation –
internal sales represent 33% of revenue in 
2008 vs. 16% in 2007
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Cash Generation Capacity
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Strong cash flow generation 

2.5x increase in operating cash flow

Cash flow – record 22% of sales

Following revision of capital expenditure plans 
Mechel expects to continue to generate stable 
free operating cash flow, despite challenging 
market conditions 

Tight control over working capital

2008 investment cash flow is driven by         
$2.1 bln for M&A and $1.2 bln for PP&E

0
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Debt Metrics
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Operating cash flow was sufficient to service 
debt in 4Q08

All modernisation and expansion capex financed 
with long-term debt instruments

Existing debt covenants in most of the facilities 
with foreign banks:

Net Debt / Equity – 1:1 – 1.15:1

Net Debt / EBITDA – 3:1

EBITDA Interest Coverage – 4:1

Dividend for the 2008 significantly curtailed

0
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Debt Profile
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Bridge loan for acquisition of Oriel Resources Plc Short-term borrowings to be repaid

Renewable working capital finance lines Reclassified amount

Total long-term borrowings

Debt profile

Debt payable till Dec.31, 2009

Russian Ruble
19.1%

Euro
3.8%

Romanian Lei
0.4%

US Dollar
77%

Debt profile, as of May 01, 2009

Cash as of May 1, 2009  - $900 mln –
sufficient to meet repayment schedule

Additional liquidity source – RUR 30 bln
1-year registered commercial papers

$1.6 bln long-term debt – all foreign -
reclassified as short-term due to 
covenant violation.   

Agreement reached with foreign creditors 
on principle terms of restructuring the 
$1.5 bln Oriel bridge and amending the 
terms of the reclassified facilities:

The repayment schedule of most of the 
facilities remain unchanged

Oriel bridge partially repaid, the rest 
refinanced with 1 year grace and 2.5 
years repayment  

Debt payable after Dec.31, 2009

$ Million
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Debt Profile
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Financial Results Overview
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