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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 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 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.

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 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.

By attending this presentation you agree to be bound by the foregoing terms.
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Executive summary

Novolipetsk Steel (NLMK) acquired 100% interest in VIZ Stal, the second
largest Russian electrical steel producer.

Transaction price is USD 550 million

Acquired interest – 100% 

Source of financing – 100 % from NLMK’s existing cash funds

Estimated synergetic effect – USD 180.0 million

VIZ Stal financial performance: 2005*

Sales revenue – USD 360.5 mln

Gross profit – USD 130.6 mln

Gross profit margin – 36.2%

VIZ Stal to be consolidated by NLMK from mid-August, 2006.

Seller – Vetrade (Holdings) Limited (Cyprus)

* - the RAS (Russian Accounting Standards) financial results
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Company profile

VIZ Stal is one of the largest world producers of grain-oriented and non-
grain-oriented steels 

HISTORY

VIZ Stal was founded in  1998 on production 
facilities of OJSC Verh-Isetsky zavod

Located in Yekaterinburg, Russia 

FACILITIES 

The Company has rolling facilities for grain 
and non-grain-oriented steel production. 
Annual   capacity as of H1 2006:

• 180,000 t/y of NG steel;
• 168,000 t/y of NGO steel.

MARKET POSITION

VIZ StalVIZ Stal is  the largest producer of grain-oriented 
steel in Russia: 

• 11% share of global market;
• 56% share of domestic market.

PRODUCTION PROCESS 
The Company produces CR electrical steel sheet 
from purchased HR coils. Since 2006 the main 
supplier of HR coils is NLMK.

Production process: two stages of cold rolling, 
annealing and coating.

Finished product – CR electrical steel coils. 
Customer  base – producers of electrical 
equipment.
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Production results

VIZ Stal is on of the five world largest grain-oriented steel producers

In 2006 grain-oriented steel 
production is expected to increase 
(+6% YoY).

PRODUCTION VOLUMES, 2003-2006
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1 VIZ-Stal is the largest producer of grain-oriented steel and 
the second largest electrical steel producer in Russia. 
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Range  of electrical steel application
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Sales strategy

Asia
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Favorable geographic location including access to the rapidly growing Chinese 
market. 

VIZ Stal’s sales are well diversified with exports to 46 countries.

Despite the growth of grain-oriented steel production, the market has been in 
deficit since 2004 and world prices have doubled.

PRICE DEVELOPMENT FOR GRAIN-ORIENTED 
STEEL*
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*- UN Comtrade, companies data

**- Includes both grain-oriented and non-grain-oriented steel sales 

SALES GEOGRAPHY, 2005**
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VIZ Stal financial results
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KEY RESULTS 2005

SALES REVENUE – USD 360.5 million (2.4 
times increase comparing with 2004)

GROSS PROFIT – USD 130.6 million

ROE - 77 %

CAPEX - USD 10.2 million

NET DEBT – compared to 2004 reduced by 
70% down to USD 26 million

SALES REVENUE

KEY RESULTS 2006E

SALES REVENUE – USD 550.0 million

EBITDA – USD 300.0 million  

GROSS PROFIT
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Production cost base

H1 2006 COSTS
PRODUCTION COSTS COST STRUCTURE

(GRAIN ORIENTED STEEL)
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Key factors as a result of the acquisition:

Hot rolled coils supplied by NLMK represent an overwhelming part of 
production costs

Enhance R&D activities 

Joint sales and logistics structure result in SG&A expenses reduction. 
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Competitive advantages

In 2005 VIZ  Stal products were exported to 46 countries. 

Considerable presence in growth markets. 

UNIQUE PRODUCT 

STABLE FINANCIAL 
POSITION

Among the world’s largest producers of R&D intensive products. 

Substantial R&D costs create  barriers to entering the market. 

Grain-oriented steel is a high value-added product. 

FY 2005 Gross profit  - USD 130.6 million. 

H1 06 Gross profit  - USD 139.1 million. 

DIVERSIFIED SALES 
GEOGRAPHY
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Market outlook

In 2006 the world production volume of electrical steel will amount to 8.5 
million tonnes including 1.8 million tonnes of grain oriented steel.

At present, 55% of the world facilities for electrical steel production are 
controlled by 13 major steel companies.

Electrical steel production for the period of 2005-2006 increased by 18%, while 
grain oriented steel  production increased by 48%.
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Market outlook

In 2006, global capacity of grain oriented steel production is 1.8 mln 
tonnes; expected to grow to 2.2-2.3 mln tonnes by 2015.

DEMAND GROWTH
According to US Department of Energy 
forecasts, in the nearest 10 years power 
consumption will increase by more than 
30% and it will result in grain oriented 
steel consumption growth by 41% in 2015.

CHINA
Since 2002 China develops a programme 
aimed at increase of industrial power 
savings through phasing-out obsolete 
equipment and building unified power grid.

FACILITIES
New facilities to be commissioned, around 
2/3 of this growth is expected to be in 
China. According to analysts estimates, no 
oversupply at GO steel market is 
envisaged. 
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Strategic objective

The acquisition of VIZ Stal advances NLMK’s stated growth strategy  

Acquisition of high quality rolling facilities for the development of high value-added product 
portfolio.

Increasing profitability and improving EBITDA margin through the acquisition of assets with a 
competitive cost production structure. 

Strengthening of NLMK’s leadership in flat steel products in Russia and its core export markets.

Strategic results 

Position of one of the largest grain-oriented steel producers in the world with annual output of 
320,000 tonnes. NLMK controls 18-20% share  of the world grain-oriented steel market.

NLMK and VIZ Stal combine R&D efforts in the field of upgrading production technology and 
raising product quality.  

Substantial synergy benefits are gained through the supply of hot-rolled coils produced at NLMK’s 
facilities in Lipetsk to VIZ Stal. 
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Synergetic benefits
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Development programme

KEY ELEMENTS OF VIZ STAL DEVELOPMENT PROGRAMME

OPTIMIZATION OF HOT-ROLLED COILS SUPPLY 
Development of supplied product range and quality improvement

GRAIN-ORIENTED STEEL PRODUCTION INCREASE 
The increase is balanced in accordance with global demand growth

PRODUCT QUALITY IMPROVEMENT 
To achieve the level of leading electrical steel producers

PRODUCT RANGE UPGRADING
To develop product portfolio in accordance with customers’ requirements.
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