
 
 

Severstal reports Q2 & H1 2012 financial results 
 

 

Moscow, Russia – August 29, 2012 – OAO Severstal (LSE: SVST;  RTS-MICEX: CHMF), one of the world’s 
leading vertically integrated steel and steel-related mining companies, today announces its Q2 & H1 2012 
financial results.  
 

 
CONSOLIDATED FINANCIAL RESULTS FOR THE QUARTER ENDED 30 June 2012 

 

$ million, unless otherwise stated Q2 2012 Q1 2012 Change, % H1 2012 H1 20111 Change, % 

Revenue  3,718 3,679 1.1% 7,397 7,566 (2.2%) 
EBITDA2 664 562 18.1% 1,226 1,799 (31.9%) 
EBITDA margin, %  17.9% 15.3% 2.6 ppts 16.6% 23.8% (7.2 ppts) 
Profit from operations 481 385 24.9% 866 1,471 (41.1%) 
Operating margin, %  12.9% 10.5% 2.4 ppts 11.7% 19.4% (7.7 ppts) 
Net profit3 155 427 (63.7%) 582 1,143 (49.1%) 
EPS4, $  0.19 0.46  0.67 1.14  

Notes:  
 

1) These amounts reflect adjustments made in connection with the presentation of discontinued operations and the early adoption of 
the revised IAS 19 “Employee benefits”. 
 

2) EBITDA represents profit/(loss) from operations plus depreciation and amortization of productive assets adjusted for gain / (loss) 
on disposals of property, plant and equipment and intangible assets. 
 

3) Attributable to shareholders of OAO Severstal. 
 

4) EPS is calculated for 869.4 million shares for H1 2012, 812.3 million shares for Q2 2012, 926.5 million shares for Q1 2012 and for 
1,005.2 million shares for H1 2011. 

 
 
Q2 2012 vs. Q1 2012 ANALYSIS:  
 
 EBITDA increased 18.1% to $664 million (Q1 2012: $562 million) and EBITDA margin advanced to 17.9% 

(Q1 2012: 15.3%), due to strong performances at the Russian Steel and International divisions, and the one-
off inventory provision at Severstal Russian Steel, taken in Q1; 

 
 Revenue up 1.1% to $3,718 million (Q1 2012: $3,679 million); 

 
 Decrease in net profit by 63.7% to $155 million (Q1 2012: $427 million), which is mainly attributable to FX 

losses of $143 million in Q2, compared to FX gains of $122 million in Q1 and the separation of Nordgold, 
which contributed to net profit in Q1; 

 
 Recommended dividend payment of 1.52 roubles per share (approximately $0.05) for the 6 months ended 

30 June 2012. 
 

 
H1 2012 vs. H1 2011 ANALYSIS: 

 
 Revenue slightly down by 2.2% to $7,397 million (H1 2011: $7,566 million), being more resilient than the 

earnings due to ramp-up of new production facilities at Severstal International in H1 2012; 
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 EBITDA down 31.9% to $1,226 million (H1 2011: $1,799 million) and EBITDA margin down to 16.6% (H1 
2011: 23.8%), reflecting lower realized prices at Severstal Russian Steel and Severstal Resources. 

 
FINANCIAL POSITION HIGHLIGHTS: 
 
 Maintained strong liquidity position: $1,943 million in cash and cash equivalents, comfortably covering short-

term debt of $1,479 million1; 
 

 Net Debt/EBITDA increased slightly to 1.2x at the end of Q2 2012 due to decline in EBITDA for the last 
twelve months, but remains comfortably below target level of 1.5x. 

 
SHARE CANCELLATION: 

 
 In July 2012 Severstal completed the cancellation of 170 million shares, announced on February 29, 2012. 

The cancellation of 170 million shares was reflected in the Company’s register on July 30, 2012. As of July 
30, 2012, the total number of Severstal shares outstanding is 838 million, including 27 million treasury 
shares. This cancellation was related to the separation of Nordgold. 

 
Alexey Mordashov, CEO of Severstal, commented: 
 
“Severstal delivered a strong result in Q2, despite the continued challenging economic environment, driven by 
strong performances at our Russian and International steel divisions. Our EBITDA margin improved q/q and 
Severstal remains one of the global industry leaders by profitability. Our balance sheet remains in good shape. 
 
Further falls in raw materials prices provided cost relief for our steel divisions, but our high quality mining assets 
continue to deliver good results. The seasonal summer softening in demand put pressure on steel and raw 
materials prices, but we anticipate improvements in pricing and demand from September. Overall we expect our 
H2 2012 results to be broadly similar to our H1 2012 numbers”. 

 
CHIEF EXECUTIVE’S REVIEW OF THE THREE MONTHS ENDED 30 JUNE 2012 
 
Both Severstal’s steel divisions – Severstal Russian Steel and Severstal International – delivered improved 
results q/q thanks to lower costs and better product mixes. Severstal Resources performance was weaker 
compared to Q1 due to lower coking coal and iron ore prices and slightly higher costs at Vorkuta, due to planned 
maintenance work. 
 
Our cash capital expenditure in Q2 was $371 million, up 33% from the seasonally lower levels in Q1. Following 
the completion of our full-scale expansion and modernization program in the US we are focusing capex on steel 
and mining assets in Russia. Our major 2012 capex projects include the Balakovo mini-mill, the reconstruction of 
coke battery #7 at Cherepovets and a coalmine methane thermoelectric power station at Vorkuta coal 
operations. Our FY 2012 capex target across our divisions remains $1.7 billion. 

 
SEVERSTAL RUSSIAN STEEL 
 
Severstal Russian Steel’s Q2 revenue was down 0.8% q/q to $2,209 million (Q1 2012: $2,226 million) driven by 
lower selling volumes. EBITDA, however, increased 44.6% q/q to $269 million (Q1 2012: $186 million) with 
EBITDA margin up 3.8 ppts q/q to 12.2% as a result of lower input costs and the $56.7m one-off non-cash 
inventory provision, taken in Q1. 
 
The share of high-value-added products in the sales portfolio rose slightly to 43% due to higher sales of value-
added products to the domestic market. Q2 supplies of color-coated, galvanized and cold-rolled steel coils 

 
1 Excluding accrued interest and unamortised balance of transaction costs. 
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altogether went up 11% q/q, reflecting strong demand from domestic consumers. The share of sales to the 
domestic market increased to 58% in Q2 from 53% in Q1 as a result of seasonally strong demand. 
 

SEVERSTAL RESOURCES 
 
Lower realized coal prices meant that Severstal Resources’ delivered revenue in Q2 down 3.1% q/q to $786 
million (Q1 2012: $811 million). This, coupled with a slight increase in costs put pressure on earnings with 
EBITDA decreasing 9.0% q/q to $293 million (Q1 2012: $322 million). EBITDA margin was 2.4 ppts lower q/q at 
37.3%. 
 
Unit cost dynamics at our coal and iron ore operations in Q2 were mixed. Iron ore costs decreased to $55/t at 
Karelskiy Okatysh and $47/t at Olkon. Production costs at PBS went up slightly to $107/t, however we anticipate 
them to come down in H2 2012 following the idling of five high-cost mines in July. Coking coal concentrate costs 
at Vorkuta increased to $105/t (Q1 2012: $86/t), as a result of planned maintenance and somewhat lower coking 
coal output. We expect Vorkuta’s costs to remain broadly flat into Q3. 

 
SEVERSTAL INTERNATIONAL 
 
In the US, Q2 saw softening in demand and prices, but a lag in realized prices passed on from a strong Q1 
helped soften the impact of declining prices. This coupled with the higher share of value-added galvanized steel 
in the sales portfolio due to the launch of two modern galvanizing lines in Q1 helped minimize the decrease in 
average realized price in Q2. Slightly lower realized prices and weaker selling volumes contributed to lower 
revenue of $1,063 million (Q1 2012: $1,095 million). However lower production costs provided support for 
earnings growth with EBITDA climbing 16.7% to $77 million (Q1 2012: $66 million). EBITDA margin improved 
1.2 ppts q/q to 7.2%, while EBITDA per tonne increased 18.5% q/q to $64. 
 
In our end markets, automotive demand remains strong. Car sales through H1 2012 were 15% higher y/y, while 
inventories remained below optimum levels. New orders of durable goods increased 7.2% YTD through H1 with 
machinery and fabricated metals up 6.6% and 1.4%, respectively. Private nonresidential construction spending 
through H1 has increased 14% YTD, although the data signals weakness in nonresidential construction in 2013. 
Residential Construction Starts through H1 are 26.5% higher YTD led by multi-unit construction. 

 
DIVIDEND  
                                                                                
The Board is recommending a dividend of 1.52 roubles per share (approximately $0.05) for the six months 
ended 30 June 2012. 
 
Approval of the dividend is expected at the Company’s EGM which will take place on 27 September 2012. The 
record date is 10 August 2012. 

 
OUTLOOK 
 
In Russia in Q3 we expect demand to be similar to Q2. Domestic apparent steel use remains fairly high allowing 
continuing high capacity utilization of the Russian mills. Domestic steel consumption is expected to increase 
driven by high construction activity. On the export front we anticipate decreasing prices. Buying activity is 
expected to revive in September which should lead to price increases. 
 
In the US producers started to increase prices in August on the back of improving market balance with lower 
imports, production cuts due to idling several facilities and seasonal maintenance work. Real steel demand 
remains healthy, and a seasonal pick-up of automotive activity is expected after the summer breaks. 
 
Overall the global economic environment continues to remain challenging with leading indicators endorsing this 
view. Crude steel production in China is expected to decrease in 2H 2012 which could put pressure on raw 
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materials prices. Measures to promote growth by the Chinese authorities could boost construction activity in H1 
2013. Overall we expect our H2 2012 results to be broadly similar to our H1 2012 numbers. 
 
 
For further information, please contact: 
 
Severstal Investor Relations 
Vladimir Zaluzhsky 
T: +7 (495) 926-77-66 
vladimir.zaluzhsky@severstal.com 
 
Severstal Public Relations 
Elena Kovaleva 
T: +7 (495) 926-77-66 
elena.kovaleva@severstal.com  
 
Severstal’s financial communications agent - Hudson Sandler 
Andrew Hayes / Andrew Leach / Maria Ignatova / Alex Brennan 
T: +44 (0) 20 7796 4133  
 
A conference call on Q2 2012 results for investors and analysts hosted by Alexey Kulichenko, Chief 
Financial Officer, will be held on August 29, 2012 at 14.00 (London) 17.00 (Moscow). 
 
Participant dial in: +44 (0) 1452 555 566 (International) 
Participant dial in: 8108 002 097 2044 (Russian Free Call) 
Conference ID: 21223672 
 
The call will be recorded and there will be a replay facility available for 7 days as follows: 
International Dial in: +44 (0) 1452 55 00 00 
UK Free Call Dial In: 0800 953 1533 
UK Local Dial In: 0845 245 5205 
Encore replay access number: 21223672# 

Full financial statements are available at http://www.severstal.com/eng/ir/results_reports/financial_reports/  

*** 
 

ОАО Severstal is one of the world’s leading vertically integrated steel and steel related mining companies, with 
assets in Russia, the USA, the Ukraine, Latvia, Poland, Italy, Liberia and Brazil. Severstal is listed on RTS and 
MICEX and the company’s GDRs are traded on the LSE. Severstal reported revenue of $15,812 million and 
EBITDA of $3,584 million in 2011. Severstal’s crude steel production in 2011 reached 15.3 million tonnes. 
www.severstal.com 
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