
 

   

 

 

 

Severstal reports Q2 & H1 2016 operational results 
 

Moscow, Russia – 12 July 2016 – PAO Severstal (MICEX-RTS: CHMF; LSE: SVST), one of the world’s leading 

vertically integrated steel and steel-related mining companies, today announces its operational results for Q2 & 

H1 2016. 

 

Q2 2016 GROUP HIGHLIGHTS   

 

 Hot metal output decreased 6% q/q to 2.21 mln tonnes (Q1 2016: 2.35 mln tonnes) mainly impacted by 

short-term maintenance of BF#5 at Cherepovets Steel Mill (CherMK) during the quarter. 
 

 Reflecting abovementioned maintenance as well as scheduled short-term maintenance of continuous 

casters #3 and the billet caster, crude steel production declined 3% q/q to 2.81 mln tonnes (Q1 2016: 
2.91 mln tonnes). Meanwhile, seasonal demand growth underpinned improved production run rates at 

the Balakovo mini-mill, which partially mitigated the negative impact of the maintenance works.  

 
 Despite a decline in crude steel output, consolidated sales of steel products increased 14% q/q to 2.79 

mln tonnes (Q1 2016: 2.45 mln). This reflects higher domestic steel consumption on the back of 

seasonal factors as well as improved activity by local traders anticipating RUB-denominated domestic 
steel price increases. This resulted in a substantial inventory reduction by the Company during the 

period. 
 

 The seasonal improvement in domestic steel consumption enabled the Company to swiftly relocate 

volumes from export destinations to the local markets given the proximity of the main producing assets 
to the border, resulting in the share of domestic steel products sales volumes in the sales mix increasing 

to 64% (Q1 2016: 60%). 
 

 The Company completed the refurbishment of the four-stand cold rolling mill at CherMK in May 2016. 

This will increase mill capacity to 200,000 tonnes per annum and significantly improve product quality, 

enabling the Company to expand its product line and enter new markets.  
 

 The four-stand cold rolling mill was in ramp-up mode in June 2016. Despite this, the share of high 

value-added (HVA) products in the sales portfolio increased to 43% (Q1 2016: 42%) reflecting robust 
demand in the domestic market. 

 
 The Company continues to monitor methane gas concentration levels at Severnaya mine in order to 

identify further steps in the recovery process. Operations at the mine remain suspended with the 

flooding process having been completed in May 2016. Among the potential options to be considered by 
the Company is mining the Severnaya coal reserves via an adjacent Komsomolskaya mine. All of 

Vorkutaugol's other four mines and one open pit are operating as usual. The Company will provide 
further updates as soon as information becomes available. 

 

 Following a significant spike in global steel prices in March 2016, we continue to observe the expected 
steel price normalisation process. We believe this price normalisation will once again trigger an intention 

by Chinese steel producers to start cutting production capacities. In the domestic market, Russian steel 

companies managed to successfully deliver several rounds of RUB-denominated price increases in order 
to catch up with export USD-denominated prices.  

 
 The domestic market, which typically offers higher sales margins, remains the priority focus for the 

Company. Nevertheless, we foresee normalisation of domestic market premiums towards the end of the 

construction season. 
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SUMMARY OF KEY PRODUCTION, SALES VOLUMES AND SELLING PRICES DATA  

 
SEVERSTAL’S CONSOLIDATED SALES (NET OF INTERCOMPANY SALES)  

 
 
 
 
 
 
 
 
 
 

Production, tonnes Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Crude steel (Russian Steel) 2,813,020 2,908,314 (3%) 5,721,334 5,807,142 (1%) 

Hot metal (Russian Steel) 2,211,183 2,354,256 (6%) 4,565,439 4,594,670 (1%) 

       

Sales volumes, tonnes Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Coking coal concentrate 1,076,786 1,360,081 (21%) 2,436,867 2,731,557 (11%) 

Iron ore pellets 2,850,102 2,407,186 18% 5,257,288 5,176,943 2% 

Iron ore concentrate 1,110,199 937,772 18% 2,047,971 2,057,004 (0%) 

Total steel products (Consolidated) 2,790,121 2,448,043 14% 5,238,164 5,202,990 1% 

Total steel products (Russian Steel) 2,798,443 2,461,741 14% 5,260,184 5,230,122 1% 

       

High value added steel products, % Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Severstal (Consolidated) 43% 42% 1 ppts 43% 47% (4 ppts) 

Severstal Russian Steel 43% 42% 1 ppts 43% 46% (3 ppts) 

Sales volumes, tonnes Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Coal: 696,862 1,180,594 (41%) 1,877,456 1,713,959 10% 

Coking coal concentrate 225,802 462,770 (51%) 688,572 827,053 (17%) 

Raw coking coal - - n.a. - 8,719 n.a. 

Steam coal 471,060 717,824 (34%) 1,188,884 878,187 35% 

Iron ore: 1,731,970 1,154,261 50% 2,886,231 2,976,589 (3%) 

Iron ore pellets 1,661,844 1,154,261 44% 2,816,105 2,792,614 1% 

Iron ore concentrate 70,126 - n.a. 70,126 183,975 (62%) 

Semi-finished products 142,081 131,402 8% 273,483 195,042 40% 

Rolled products: 2,143,380 1,848,992 16% 3,992,372 4,017,970 (1%) 

Hot-rolled coil 1,057,244 966,480 9% 2,023,724 1,945,834 4% 

Hot-rolled plate 190,761 163,548 17% 354,309 354,376 (0%) 

Cold-rolled coil 233,133 203,972 14% 437,105 638,814 (32%) 

Galvanised and metallic coated coil 163,627 117,941 39% 281,568 274,837 2% 

Colour coated coil 115,926 82,362 41% 198,288 169,820 17% 

Long products 382,689 314,689 22% 697,378 634,289 10% 

Downstream products: 504,660 467,649 8% 972,309 989,978 (2%) 

Metalware products 173,956 147,338 18% 321,294 291,689 10% 

Large diameter pipes 115,576 113,165 2% 228,741 287,611 (20%) 

Other tubes, pipes, formed shapes 215,128 207,146 4% 422,274 410,678 3% 



 

 

3 

 

SEVERSTAL RESOURCES 

● Coal mining at Vorkutaugol has been negatively impacted due to the tragic incident at the Severnaya mine in 

February 2016. The Company is still considering different options for the mine’s recovery. The Company 
completed flooding the mine with water, and now monitors methane gas concentration levels in order to identify 

further potential steps.  

● Reflecting the above, coking coal concentrate sales at Vorkutaugol decreased 21% q/q to 1.08 mln tonnes (Q1 

2016: 1.36 mln tonnes). Internal coking coal concentrate procurement remained largely unchanged. In the 

meantime and as anticipated, external sales volumes compressed by more than 50% q/q. 

● Steam coal sales at Vorkutaugol decreased 34% q/q on the back of much lower domestic consumption by the 

end of the heating season. 

● The improved economics of the iron ore business resulted in a decision to restart iron ore concentrate external 

shipments at Olcon. This was a key factor behind the 18% q/q increase in sales volumes. Moreover, Severstal 
also increased iron ore concentrate inventories at CherMK. 

● While internal procurement of iron ore pellets decreased marginally, the seasonal sharp improvement in 
demand in export markets resulted in an 18% q/q increase in iron ore pellets sales to 2.85 mln tonnes (Q1 

2016: 2.41 mln tonnes). 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Sales volumes, tonnes Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Coal: 1,547,846 2,077,905 (26%) 3,625,751 3,618,463 0% 

Coking coal concentrate 1,076,786 1,360,081 (21%) 2,436,867 2,731,557 (11%) 

Raw coking coal  -  - n.a. - 8,719 n.a. 

Steam coal 471,060 717,824 (34%) 1,188,884 878,187 35% 

Iron ore: 3,960,301 3,344,958 18% 7,305,259 7,233,947 1% 

Iron ore pellets 2,850,102 2,407,186 18% 5,257,288 5,176,943 2% 

Iron ore concentrate 1,110,199 937,772 18% 2,047,971 2,057,004 (0%) 
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SEVERSTAL RUSSIAN STEEL (‘RSD’)  

● RSD steel product sales increased 14% q/q to 2.80 mln tonnes due to a robust increase in both domestic final 
steel demand and improved traders’ activity. The Company released its steel inventories, previously stockpiled 

prior to the construction season. The proximity of key assets to the border also facilitated shifting to domestic 

deliveries with the share of export sales within the sales-mix decreasing to 36% in Q2 2016 (Q1 2016: 40%). 

● Given the higher demand in the domestic market, sales volumes of cold-rolled coil, galvanized and metallic 
coated coil and colour coated coil went up 14% q/q, 39% q/q and 41% q/q, respectively. This is partially 

because of the low base due to the scheduled upgrade of the four-stand cold rolling mill in January-May 2016, 
which has already resulted in even higher rerolling capacities. 

● Taking into account the above factors the share of HVA products within the sales mix improved marginally to 
43% (Q1 2016: 42%), despite a 9% q/q increase in hot rolled coil sales volumes. Long product sales volumes 

increased 19% q/q following the Balakovo mini-mill production ramp-up due to improved domestic demand. 

● Large diameter pipes (LDP) sales volumes remained largely unchanged q/q. In Q2 2016 Izhora Pipe Mill 

continued supplying LDPs for the Gazprom maintenance projects. Meanwhile, Severstal began supplying LDPs 
for the Power of Siberia and Ukhta-Torzhok-2 projects. 

● To recap, March 2016 marked positive developments in the global steel markets with steel prices globally 

improving sharply. In the domestic market, Russian steel companies managed to successfully command several 
rounds of RUB-denominated price increases in order to catch up with export USD-denominated prices. 

Severstal’s average selling prices achieved an increase of 14-57% q/q depending on specific product. In the 

meantime, we are observing both global and domestic prices gradually returning to more normalised levels. 

 

Sales volumes, tonnes Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Total steel products 2,798,443 2,461,741 14% 5,260,184 5,230,122 1% 

Semi-finished products 142,083 131,402 8% 273,485 195,042 40% 

Rolled products: 2,150,772 1,861,119 16% 4,011,891 4,042,800 (1%) 

Hot-rolled coil 1,057,412 966,772 9% 2,024,184 1,947,087 4% 

Hot-rolled plate 190,843 163,703 17% 354,546 354,728 (0%) 

Cold-rolled coil 233,134 203,972 14% 437,106 638,816 (32%) 

Galvanised and metallic coated coil 163,627 117,941 39% 281,568 274,846 2% 

Colour coated coil 115,926 82,362 41% 198,288 169,820 17% 

Long products 389,830 326,369 19% 716,199 657,503 9% 

Downstream products: 505,588 469,220 8% 974,808 992,280 (2%) 

Metalware products 174,411 148,060 18% 322,471 293,158 10% 

Large diameter pipes 115,577 113,800 2% 229,377 288,026 (20%) 

Other tubes, pipes, formed shapes 215,600 207,360 4% 422,960 411,096 3% 

Sales price, $/tonne Q2 2016 Q1 2016 Change, % H1 2016 H1 2015 Change, % 

Semi-finished products 276 224 23% 251 362 (31%) 

Hot-rolled coil 358 255 40% 309 400 (23%) 

Hot-rolled plate 456 354 29% 409 525 (22%) 

Cold-rolled coil 448 365 23% 409 473 (14%) 

Galvanized and metallic coated coil 561 440 28% 510 608 (16%) 

Colour coated coil 775 589 32% 698 800 (13%) 

Long products 376 239 57% 313 387 (19%) 

Metalware products 777 643 21% 716 867 (17%) 

Large diameter pipes 1,203 1,054 14% 1,129 1,391 (19%) 

Other tubes, pipes, formed shapes 463 361 28% 413 495 (17%) 
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1) All production data is reported in metric tonnes;  

2) Sales prices are stated on EXW basis; 

3) Segmental data includes intercompany sales;  

4) Semi-finished products include pig iron, slabs, billets, ingots, steel casting and forgings;  

5) Metalware sales volumes and metalware average selling prices include Severstal Metiz, Severstal Distribution LLC and AO 

Severstal Distribution data;  

6) Large diameter pipes include all pipes with a diameter between 820 and 1420 mm. 

 

Investor Relations 

Victor Drozdov 

T: +7 (495) 926-77-66 ext. 6987 

victor.drozdov@severstal.com 

 

Public Relations 

Anastasia Mishanina 

T: +7 (495) 926-77-66 ext. 6457 

anastasia.mishanina@severstal.com 

 

Severstal’s financial communications agent - Hudson Sandler 

Andrew Hayes / Elena Garside / Alex Brennan 

T: +44 (0) 20 7796 4133 

 

PАО Severstal is one of the world’s leading vertically integrated steel and steel related mining companies, with assets in Russia, 

Ukraine, Latvia, Poland and Italy. Severstal is listed on RTS and MICEX and the company’s GDRs are traded on the LSE. Severstal 

reported revenue of $6,396 million and EBITDA of $2,096 million in 2015. Severstal’s crude steel production in 2015 reached 11.5 

million tonnes. www.severstal.com 
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