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Disclaimer

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

This document does not constitute or form part of any advertisement of securities, any offer or invitation to sell or issue or any 
solicitation of any offer to purchase or subscribe for, any shares in the Company or Global Depositary Shares (GDSs), nor shall it 
or any part of it nor the fact of its presentation or distribution form the basis of, or be relied on in connection with, any contract or 
investment decision.

No reliance may be placed for any purpose whatsoever on the information contained in this document or on assumptions made as 
to its completeness.  No representation or warranty, express or implied, is given by the Company, its subsidiaries or any of their 
respective advisers, officers, employees or agents, as to the accuracy of the information or opinions or for any loss howsoever 
arising, directly or indirectly, from any use of this presentation or its contents.

This document is for distribution only in the United Kingdom and the presentation is being made only in the United Kingdom to
 h i  f i l i  i  tt  l ti  t  i t t  f lli  ithi  A ti l  19(1) f th  Fi i l S i d persons having professional experience in matters relating to investments falling within Article 19(1) of the Financial Services and 

Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or high net worth entities, and other persons to whom it may 
otherwise lawfully be communicated, falling within Article 49(2) of the Order (all such persons together being referred to as
“relevant persons”).  Any person who is not a relevant person should not act or rely on this presentation or any of its contents.

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

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

By attending this presentation you agree to be bound by the foregoing terms.
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Transaction Details Transaction Details 

NLMK has acquired a majority stake in Maxi-Group, a major Russian long products 
producer  scrap collector and processor  from Nikolai Maksimov  the founder of the producer, scrap collector and processor, from Nikolai Maksimov, the founder of the 
company

Transaction milestones:

• December 2007 – January 2008
- NLMK acquires a 50%+1 share stake in Maxi-Group for approximately USD 600 million.
- Shareholders extend short term stabilization loans to Maxi-Group in amount of up to USD 

1 billion.1 billion.

• First Half of 2008
- Maxi-Group carries out a capital increase of USD 1.2 billion (subject to price adjustment 

based on financial due diligence) doubling its charter capital. 
- NLMK and Mr. Maksimov subscribe to the new share issue pro rata to their shareholdings.
- Substantial part of capital increase proceeds will be applied towards repayment of 

shareholders stabilization loans.

Maxi-Group will be consolidated in NLMK’s financials from December 2007.
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Transaction RationaleTransaction Rationale

1. Enter new markets and new product niches

• Long products 

• Seamless pipes

• Metal-ware• Metal-ware

2. Diversify and increase sales to the Russian market by gaining exposure to:

• New regional markets

• New products

• Alternative production model (scrap/EAF)

3. Increase steel-making capacity through network of mini-mills

• 2.0 million tonnes in 2007

• 3.9 million tonnes by 20103.9 million tonnes by 2010

• over 6 million tonnes by 2012

4. Reach 100% scrap self-sufficiency
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Domestic Market Situation: long productsDomestic Market Situation: long products

• Domestic consumption of long products is 
expected to grow by c 10% annually through +20 5%

Long product consumption in Russia
expected to grow by c.10% annually through 
2015 supporting favorable pricing 
environment.

• Construction sector, the main consumer of 

+11.8% +8.6%

+17.9%

+20.5%
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long products, expands at above-GDP rate 
fuelled by:

- investments in infrastructure
- national projects, including ‘affordable 

housing’
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- disposable income growth
- domestic mortgage markets pick-up

• The Central and Ural regions are the major Domestic rebar sales by Russian mills

Source: Rusmet
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consuming regions of long products in 
Russia. The Southern region also exhibits 
marked growth of long product consumption.

• Major long product producers currently are 

Domestic rebar sales by Russian mills
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6• Major long product producers currently are 
close to or at full capacity. Capacity additions 
are not expected to be launched before 2011.

• Rising demand for long products is met by 
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growing imports. Long product imports 
increased by 53% from 1.3 mln tonnes in
2005 to c.2 mln tonnes in 2007

Source: Company estimates. Export is a constant number based on 2006 volumes 7



Domestic Market Situation: seamless pipes  Domestic Market Situation: seamless pipes  

• Seamless pipe types depending on end-use: Russian pipe market 

- OCTG pipes: main consumers are oil, gas 
and service companies

- Standard pipes: main consumers are  on
ne

s

machine building and construction 
industries

• The consumption of seamless pipes in Russia is 
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expected to grow by 5-6% annually through 
2010.

• Capacity utilization of most domestic producers 
Source: Metal Expert. CHTPZ Group

is close to 90%.

• The Ural region and Western Siberia are the 
major seamless pipes consuming regions.

Steel product prices 

Seamless pipes has 
significant price premiumto
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e

• Seamless pipes are high value-added product 
in the steel pipe segment.
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8Source: TMK (Reference: Spears & Associates, Pipe Logix, Steel Business Briefing) 8



Domestic Market Situation: scrap Domestic Market Situation: scrap 

• At present, about 30 million tonnes of steel 
 i  ll t d ll  i  R i  (10 l  Scrap consumption in Russiascrap is collected annually in Russia (10 mln 

tonnes are exported).

• Scrap consumption in Russia is expected to 
b 11% ll h h 201

Scrap consumption in Russia
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grow by c.11% annually through 2015. 

• Scrap collection in Russia may increase with 
the introduction of new technologies that 

it  f  th t  tl  
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permit usage of sources that are currently 
hard to access.

• The consolidation and technical 
modernization of scrap collection in Russia 

Scrap collection in Russia
Source: Company estimates. 

modernization of scrap collection in Russia 
result in the increasing sector efficiency.

• Highly fragmented scrap market creates an 
opportunity of consolidating up to 30 40% lio
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opportunity of consolidating up to 30-40% 
market share.

• Scrap collection areas with the highest 
t ti l  th  C t l d U l i  d 
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potential are the Central and Ural regions and 
Western Siberia. 

Source: Company estimates. 



Transaction Benefits

• Summary of the domestic market trendsy

- Growing demand for long products in Russia outstrips production capacity. 
New capacity is not expected to catch up with demand in the near term

- The seamless pipe market faces fast demand growth and sustainable pricing The seamless pipe market faces fast demand growth and sustainable pricing 
environment. The key driver of this growth is the expansion in oil and gas 
production and import replacement in machine building and other industries

- Scrap market can be consolidated in the foreseeable future  thus benefiting - Scrap market can be consolidated in the foreseeable future, thus benefiting 
companies integrated into scrap collecting and processing

• Maxi-Group acquisition will allow NLMK:

- To become a leading player in domestic market through increasing and diversifying 
sales in Russia

- To enter new markets and product nichesTo enter new markets and product niches

- To fully cover the company’s scrap needs

- To diversify production capabilities based on regionalized EAF production
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Maxi-Group’s Domestic Market StrategyMaxi Group s Domestic Market Strategy

• Establish a network of mini-mills ‘at customers’ doorstep’ in the regions with • Establish a network of mini mills at customers  doorstep  in the regions with 

high consumption growth potential.

• Develop highly demanded product range while retaining flexible market position• Develop highly demanded product range while retaining flexible market position.

• Achieve competitive cost structure based on:

l d h b f- Close proximity to customers and scrap sources thus obtaining significant cost 

advantage in transport and logistics vis-à-vis established integrated producers

- Technology leadership (all facilities commissioned within the last 3 years)

- Lean overhead

• Achieve 100% self-sufficiency in scrap, securing perpetual raw material supply

• Utilize first mover advantage.
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Maxi-Group Business Model
Dynamic regionalized production and distribution model

• Maxi-Group’s targets supply of simple product mix to regional consumers using cost advantages in g g g g
local scrap sourcing, local mini-mill production and local distribution.

• Maxi-Group wins customers when proximity to demand and quick turnaround times are important. 

• Maxi-Group targets regions with demand/supply imbalances to develop new production facilities.

• Well-developed scrap collecting and processing facilities provide efficient raw materials supply.

Central Russia Urals Siberia  
40% f b  

St. Petersburg

• 40% of rebar 
consumption • 8-10% annual  

demand 
growth for long 
products

• W.Siberia is 
a leading pipe 
market

• Far East 
development 
lMoscow plans

Scrap collection area

Sales area

Novosibirsk 

Yekaterinburg Production facilities 
Scrap collecting 
facilities
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Maxi Group Structure and Development Plans  
Pursuing capacity growth and value enhancing opportunities

Existing facilities New facilities 
2008-2010

New facilities 
2011-2012

Billets: 2.4 mln t    

Re-bar: 1.32 mln t Billets: +1.5 mln t Channels: 0.5 mln t

(capacity as at 30.09.2007) 2008-2010
Capex: USD 3.3 bn

2011-2012
Capex: USD 0.5 bn

Metal-ware: 0.55 mln t

Urals Scrap Division*
300 scrap yards: 3 mln t scrap 

Seamless pipes: 0.45 mln t 

Wire rods: 1.0 mln t (H1 2008)

Seamless pipes: +1.0 mln tUrals

Long products: 0.9 mln t  

Center Scrap Division*

Billets: +2.0 mln t
Long products: +0.8 mln t  
Flat products: +1.9 mln t (TBC)

Central 
Russia

Siberia Scrap Division* 
Seamless pipes:1.0 mln t (TBC)Siberia

*By 2011 combined capacity of all scrap yards to reach 7.8 million tonnes  
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Note: Volumes does not include to-be-confirmed (TBC) projects. 



Assets Development Plan    Assets Development Plan    
Growth in the most dynamic geographic and market segments

+0.45 m t seamless pipes

Revda
2.4 m t crude steel (EAF)

Kaluga
(2011) 2.0 m t 
crude steel (EAF)
(2010) +0.9 m t 
long products
(2011) +0.8 m t 
long products +1.0 m t seamless pipes

M

St. Petersburg

g p

Berezovsky
0.55 m t metal-ware

Production 

2007

+1.0 m t seamless pipes

Moscow

Novosibirsk
1 0 m t seamless pipes

Voronezh
2.0 m t 
long/flat 
products

(2008): 1.0 m t wire rods
(2009 – 2010): 1.5 m t 
crude steel (EAF)

Production

Production 
Scrap 
collection

2008 – 2010

Yekaterinburg

1.0 m t seamless pipes

Nizhnie SergiTogliatti 
1 9  t HRC

Production

S  

Scrap 
collection

2011 – 2012Novosibirsk

0.5 m t long products

1.0 m t re-bars
0.32 m t wire-rod 

1.9 m t HRC Scrap 
collection

To-be-confirmed 
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Financial HighlightsFinancial Highlights

• 2007E highlights1
Revenue and EBITDA1

– Revenue USD 1150 million

– EBITDA  USD 250 million

– EBITDA margin 22% 1150
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– External debt USD 1.8 billion
as at 20.11.2007
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• Production costs are 75% scrap  

250
375

Billets cost structure 9M 2007

• Production costs are 75% scrap  
– 100% of scrap supplied internally

– New technology and equipment lowers costs

L t t ti t d t l l– Low transportation costs due to local scrap
collection and customers

• Production costs, 9M 2007Production costs, 9M 2007
– Billets USD 356 per tonne

– Rebar USD 406 per tonne

– Wire rod USD 416 per tonne

171. Management estimate based on RAS

Wire rod USD 416 per tonne
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