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2KEY HIGHLIGHT FOR MMK GROUP

Revenue USD 1,478 mln down 4.8% q-o-q

Cost of sales USD 964 mln down 6.0% q-o-q

EBITDA USD 653 mln up 16.6% q-o-q

EBITDA margin 44.2% up 8.1 p.p. q-o-q

Net profit USD 417 mln up 26.7% in Q2 2016 

Cash-cost of slab USD 208 per tonne up 4% q-o-q

Free cash flow (FCF) USD 275 mln up 18,0% q-o-q

CAPEX USD 112 mln up 27,3% q-o-q

Q3 2016 Financial results

Source: ММК

Revenue USD 4,080 mln down 12.4% y-o-y

Cost of sales USD 2,778 mln down 12.1% y-o-y

EBITDA USD 1,500 mln up 7.7% y-o-y

EBITDA margin 36.8% up 6.9 p.p. y-o-y

Net profit USD 903 mln up 65.4% y-o-y

Net debt of MMK USD 192 mln down 82.9% as compared to 31.12.2015

Net debt / EBITDA X0.11 as compared to х0.67 as of 31.12.2015

Free cash flow (FCF) USD 604 mln down 35.7% y-o-y

Capex USD 278 mln up 15.8% y-o-y

9M 2016 Financial results



3HIGH CAPACITY UTILISATION

• MMK Group’s finished steel products output in Q3 2016 was
down 4.7% q-o-q.

• In Q3 2016, High Value Added (HVA) steel products output
declined due to higher share of exports in total sales. As a
result, MMK Group HVA steel products output in Q3 2016
was 1,302 thousand tonnes (down 8.3% q-o-q). The share of
HVA products in total output volume was 45.5%.

• Total steel-making capacity utilisation rate at the main
production site in Magnitogorsk in Q3 2016 was approx.
88%.

* - incl. made from ММК steel

Key production indicators, ths tonnes

MMK Group finished products dynamics, ths t Key capacities utilisation rates in Q3 2016, %

Source: ММК

Q3 2016 Q2 2016 % 9M 2016 9M 2015 %

Pig iron 2,424 2,455 -1.3% 7,283 7,590 -4.1%

Steel (output), including 3,179 3,183 -0.1% 9,387 9,338 0.5%

OJSC MMK 3,179 3,025 -0.1% 9,387 9,338 0.5%

MMK Metalurji 0 0 - 0 0 -

Group’s finished products, including 2,861 3,003 -4.7% 8,507 8,519 -0.1%

OJSC ММК 2,840 2,936 -3.3% 8,484 8,415 0.8%

ММК-Metiz* 106 107 -0.2% 306 320 -4.5%

ММК Metalurji* 208 213 -2.3% 624 582 7.1%

Group’s HVA products 1,302 1,420 -8.3% 3,621 4,010 -9.7%

Belon coal concentrate 712 629 13.2% 2,135 2,025 5.4%
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4MMK GROUP SALES STRUCTURE ON THE RUSSIAN AND CIS MARKET

Sales structure on the Russian and CIS market, ths tonnes

Russia and CIS market sales by region, ths tonnes

• Total sales volume on the Russian and CIS market in Q3 2016 was 1,992 ths 

tonnes, down 259 ths tonnes, or 11.5% q-o-q. This was due to a weak domestic 

demand for steel during the summer period.

• Sales of thick plate produced at Mill 5000 in Q3 2016 decreased by 52 ths tonnes, 

or 21.7%, q-o-q, which was due to postponement of a part of the orders in major 

pipeline projects to 2017. This decrease resulted in lower share of shipments to the 

pipe industry in total sales structure.

• In Q3 2016, shipments to the producers of railcars increased significantly amid 

higher demand for railcars.

Russia and CIS market sales by sector, ths tonnes

Source: ММК
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5MMK GROUP POSITION ON KEY INTERNATIONAL MARKETS

Sales structure on international markets, ths tonnes

International sales structure by region, ths tonnes Sales share by market, ths tonnes

• Sales on international markets in Q3 2016 amounted to 869 ths tonnes, up 
117 ths tonnes, or 15.6% q-o-q. This growth was due to the Company’s 
flexibility in redirecting shipments to export markets amid weak domestic 
demand.

• The MMK Group’s share of export sales in the overall sales structure in Q3 
2016 increased to 30%, compared to 25% in the previous quarter.

• In Q3 2016, the Company increased the share of sales to the Middle East –
its priority exports market. 

Source: ММК
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6KEY FINANCIAL HIGHLIGHTS OF MMK GROUP

• Revenue for Q3 2016 amounted to USD 1,478 mln, down 4.8% q-o-q. This was primarily due to a decrease in sales volumes by 4.7% q-o-q and 
higher sales within the Group.

Coal segment revenue, mln USD

Steel segment revenue (Russia), mln USD Steel segment revenue (Turkey), mln USD

Source: ММК
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7KEY FINANCIAL HIGHLIGHTS OF MMK GROUP

• Average sales price in Q3 2016 increased ин 4.8% q-o-q due a time-lag 
between export and domestic prices.

• EBITDA for the steel segment (Russia) in Q3 2016 increased 21.5% q-o-q. One-
off factors affecting this indicator included the effect of the sale of some of 
MMK’s holding of FMG shares worth USD 169 mln.

• EBITDA for the steel segment (Turkey) in Q3 2016 decreased to USD 1 mln. 
This was due to the market volatility amid political crisis and a narrowing 
difference between prices for hot-rolled steel and coated steel.

EBITDA/t vs metal sale price, USD/t Annual EBITDA* dynamics, mln USD

Quarterly EBITDA* dynamics, mln USD

Source: MMK

MMK Group’s EBITDA for Q3 2016
amounted to USD 653 mln, up 

16.6% q-o-q.

MMK Group’s EBITDA for 9M 2016 
increased by 7.7% y-o-y
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8ANALYSIS OF KEY FINANCIAL HIGHLIGHTS

Cash-cost of slab dynamics, USD/t Net profit dynamics, mln USD

Analysis of revenue, Q3 2016 q-o-q, mln USD

Source: MMK

4.0%

• Key factors impacting revenue in Q3 2016 were higher steel prices, lower 

sales volume and others (the increase in internal turnover and a change in 

the sales structure).

• As of the end of Q3 2016 the Company’s profit amounted to USD 417 mln

(up 26.7% q-o-q). Key one-off factors included the effect from the sale of 

the FMG shares in the amount USD 169 mln. 

• The cash cost of slab increased by USD 8 per tonne or 4.0% in Q3 2016.

Half of the growth was due to the strengthening of the ruble versus the US 

dollar.
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9DEPRECIATION AND CAPEX DYNAMICS

Quarterly CAPEX dynamics, mln USD CAPEX decrease following the end of the investment cycle, mln USD

Depreciation dynamics, mln USD
• MMK Group’s CAPEX in Q3 2016 amounted to USD 112 mln. The increase 

q-o-q corresponds to the company’s investment projects implementation 

schedule.

• The increase in depreciation in Q3 2016 vs the previous quarter was 

mainly due to FX rate changes.

• In 2016, CAPEX will amount to approx. USD 400-450 mln, closer to the 

lower limit of the earlier reported USD 0.4-0.6 bln range.

Source: MMK
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10SUSTAINABLE GENERATION OF POSITIVE FREE CASH FLOW (FCF)

Net working capital dynamics, mln USD Operational Free Cash Flow (FCF), mln USD

Source: MMK
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11
HIGH OPERATIONAL PERFORMANCE SUPPORTS EFFICIENT DECREASE OF 

THE DEBT LOAD, mln USD

• MMK Group’s net debt as of the end of Q3 2016 decreased by USD 932 mln from 31.12.2015 to USD 192 mln.

• This decrease supported a further reduction in the net debt/ EBITDA ratio to 0.11x.

• In accordance with the company’s financing strategy, the company will attract long-term borrowing to finance the purchase of equipment for major 
investment projects under coverage of export credit agencies. The rest of the investments will be made using the company’s own funds.

Source: MMK
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12MMK GROUP’S DEBT PROFILE

High level of liquidity, mln USD Debt maturity schedule, mln USD

Debt and cash funds structure by currency, mln USD

• The share of debt denominated in foreign currencies (USD+EUR) amounted 

to approx. 63% as of 30 September 2016.

• The volume of cash funds and short-term deposits on MMK Group’s balance 

sheet (USD 328 mln) almost fully covers the short-term debt of MMK Group.

• In order to repay the debt with Q4 2016 maturity (USD 136 mln), the 

Company opened short-term deposit accounts for an equivalent amount of 

cash.
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Other production costs

Depreciation

Labour costs

Material costs

Q3 2016 Q2 2016 +/- %

Cost of sales 964 1,025 -61 -6.0%

Selling Expenses 111 115 -4 -3.5%

General and Administrative Expenses 50 49 1 2.0%

Other Operational Expenses -164 -69 -95 -

Total Operational Costs 961 1,120 -159 -14.2%

13STRUCTURE OF OPERATING COSTS AND CASH COSTS

• In Q3 2016, the share of metal scrap increased in the structure of OJSC MMK’s 

material costs, due to a chance in burden mixt structure in the converter unit 

and higher price of this material as the market players start increasing winter 

stocks.

• The 14.2% decrease in operating costs in Q3 2016 q-o-q was due to lower 

sales volumes and the effect from the sale of FMG shares.

Cost of sales, mln USD MMK material costs, mln USD

1,025 964 694 739

MMK Group operating costs, mln USD

Source: MMK

Change in work in progress



14COMMENT ON MARKET SITUATION

• The Company sees good demand from the domestic market (taking seasonality into account) in

October and November 2016, and thus doesn’t expect significant decline in sales volumes.

• Financial performance in Q4 2016 is expected to come under pressure from speculative growth in

prices for coking coal and seasonal growth in prices for metal scrap.

• However, management believes that high prices for raw materials will support global steel prices

in Q4 2016.



15DISCLAIMER

• THIS PRESENTATION IS FOR INFORMATION ONLY.

• THIS PRESENTATION IS FOR DISTRIBUTION IN UK ONLY AMONG THE PEOPLE HAVING PROFESSIONAL SKILL IN THE ISSUES RELATED TO INVESTMENTS WITHIN THE MEANING OF ARTICLE 19(5) OF
DIRECTIVE ON FINANCIAL ADVERTISEMENT APPROVED IN 2005 ON THE BASIS OF LAW ON FINANCIAL SERVICES AND MARKETS 2000, OR THOSE PEOPLE, AMONG WHICH IT MAY BE LAWFULLY
DISTRIBUTED. THIS INFORMATION IS CONFIDENTIAL AND PROVIDED TO YOU EXCLUSIVELY FOR YOUR REFERENCE. BY ACCEPTANCE OF THIS INFORMATION THE RECIPIENT HEREOF CONFIRMS THAT
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FINANCIAL SERVICES AND MARKETS 2000, ACTING IN HIS OR HER NATURE.
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OR ANY OTHER SECURITIES AND NOTHING CONTAINED HEREIN SHALL FORM THE BASIS OF ANY CONTRACT OR COMMITMENT WHATSOEVER.

• THE INFORMATION CONTAINED HEREIN IS SUBJECT TO VERIFICATION, COMPLETION AND MAY BE SIGNIFICANTLY CHANGED. NONE OF THE PERSONS IS LIABLE TO UPDATE OR MAINTAIN TOPICALITY
OF THE INFORMATION CONTAINED HEREIN, AND THIS INFORMATION AND OPINIONS REFLECTED THEREIN COULD BE CHANGED WITHOUT ANY NOTIFICATION THEREABOUT.

• THIS INFORMATION DOES NOT CONSTITUTE AN OFFER OF THE SECURITIES TO BE SOLD IN RUSSIA, THE UNITED STATES OR ANY OTHER JURISDICTION. THE SECURITIES HAVE NOT BEEN AND WILL NOT
BE REGISTERED UNDER THE US SECURITIES ACT OF 1933,AS AMENDED, AND MAY NOT BE OFFERED OR SOLD INTO THE UNITED STATES EXCEPT IN A TRANSACTION REGISTERED UNDER SUCH ACT, OR
NOT REQUIRED TO BE REGISTERED THERE UNDER, OR PURSUANT TO AND EXEMPTION FROM REGISTRATION REQUIREMENTS THEREOF. NO OFFERING OF SECURITIES IS BEING MADE INTO THE
UNITED STATES. NO SECURITIES WILL BE REGISTERED UNDER THE APPLICABLE SECURITIES ACT OF ANY STATE OR TERRITORIAL ENTITY OF CANADA AND JAPAN. THIS PRESENTATION IS NOT SUBJECT
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• THIS PRESENTATION INCLUDES THE STATEMENTS RELATED TO THE FUTURE, WHICH REPRODUCE THE INTENTIONS, OPINIONS AND CURRENT EXPECTATIONS OF THE COMPANY. THE STATEMENTS FOR
THE FUTURE INCLUDE ANYTHING, WHICH IS NOT A FACT OCCURED. THE COMPANY TRIED TO HIGHLIGHT SUCH STATEMENTS RELATED TO THE FUTURE BY MEANS OF THE WORDS, SUCH AS “MAY”,
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