
2007 First Quarter Results Presentation
July 11, 2007



2

Disclaimer

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to buy or 
acquire securities of Mechel Steel Group OAO (Mechel) or any of its subsidiaries in any jurisdiction or an inducement to enter into investment activity. 
No part of this presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or 
investment decision whatsoever.  Any purchase of securities should be made solely on the basis of information Mechel files  from time to time with the 
U.S. Securities and Exchange Commission.  No representation, warranty or undertaking, express or implied, is made as to, and no reliance should be 
placed on, the fairness, accuracy, completeness or correctness of the information or the opinions contained herein.  None of the Mechel or any of its 
affiliates, advisors or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of 
this presentation or its contents or otherwise arising in connection with the presentation. 

This presentation may contain projections or other forward-looking statements regarding future events or the future financial performance of Mechel, 
as defined in the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995. We wish to caution you that these statements are 
only predictions and that actual events or results may differ materially. We do not intend to update these statements. We refer you to the documents 
Mechel files from time to time with the U.S. Securities and Exchange Commission, including our Form 20-F. These documents contain and identify 
important factors, including those contained in the section captioned “Risk Factors” and “Cautionary Note Regarding Forward-Looking Statements” in 
our Form 20-F, that could cause the actual results to differ materially from those contained in our projections or forward-looking statements, including, 
among others, the achievement of anticipated levels of profitability, growth, cost and synergy of our recent acquisitions, the impact of competitive 
pricing, the ability to obtain necessary regulatory approvals and licenses, the impact of developments in the Russian economic, political and legal 
environment, volatility in stock markets or in the price of our shares or ADRs, financial risk management and the impact of general business and global 
economic conditions.

The information and opinions contained in this document are provided as at the date of this presentation and are subject to change without notice. 
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1Q07 Financial Highlights

Strong 1Q07 vs. 1Q06 financial results

Revenue

EBITDA

Net Income

+65.9%

+160.5%

+219.6%

Well balanced strategy

Strong Management

Focus on shareholder value

$1.4 billion

$355.5 million

$205 million
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1Q07 realized projects

Acquisition of Southern Kuzbass Power Plant
• Installed electric power capacity of 554 MWt
• Reduction of production costs by generating own electric power

Commissioning of a new Concaster at Mechel Targoviste
• Cost savings through reduction of liquid steel consumption ratio

in manufacturing billets
• Achieved early closure of privatization contract 

Early completion of privatization contract for Mechel Campia Turzii
• Successful execution of strategy to transform formerly

unprofitable assets into sustainable and profitable companies
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Mining 1Q07 vs. 1Q06
Net profit in 1Q07 vs. 1Q06 grew by 277.9% 
EBITDA margin doubled to 33.3%
Increased coal and nickel production volumes

•Coal output increased 13% 
•Nickel output increased 22%

Positive market fundamentals
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Steel 1Q07 vs. 1Q06
Net profit in 1Q07 vs. 1Q06 grew by 185% 

Cost saving and efficiency improvements:
• Increased output of high value added products
• Increased share of concasted steel

Moscow Coke&Gas Plant and new coking battery at CMP allow 
for sharp increase in coke production
Positive market fundamentals
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1Q07 Financial Highlights

Strong 1Q07 vs. 1Q06 financial results

Revenue

Operating income

Net Income

+65.9%

+445.7%

+219.6%

Well balanced strategy

Strong Management

Focus on shareholder value

$1.4 billion

$322 million

$205 million
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Financial Review
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Sales Overview

Company benefited from higher 
sales prices across both segments 

Increased steel sales volumes

Proportion of high value-added 
products in steel segment increased

Consolidated revenue
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Steel Sales: Structure and Prices

Improved sales mix to include greater 
percentage of higher-margin products

Continuing strong demand trends in 
construction industry drove increased 
pricing

Growing share of higher-margin domestic 
market

Average sales prices FCA, $/tonne 
Domestic market
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Mining Sales: Structure and Prices

Strong coal and iron ore prices were key 
drivers of sales growth

Average nickel prices up 28% in the 1Q07

Further growth of sales to Europe

Privatization of power generation 
companies gives additional steam coal 
supply opportunity
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Cost Structure

Steel segment COS structure
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Consolidated COS structure

Selling expenses to sales decreased to 8.4% from 12.0% q-o-q as a result of sales 
structure changes

Tighter cost control results in G&A expenses fall to 5.4% from 7.2% q-o-q

10% 2%

5%
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Financial Performance Analysis
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Strong positive trend in revenue and 
profitability growth

Benefits of capital expenditure 
program

Positive macroeconomic factors that 
support the trend started in 2006 has 
lead to a favorable and stable market 
outlook Net Profit, EBITDA margin and 

Operating margin

Revenue – Gross margin

3,805
4,398

1,416

1,040

1,039

0

1,000

2,000

3,000

4,000

5,000

2003 2004 2005 2006 1Q07

(U
S$

m
n)

0%

10%

20%

30%

40%

50%

60%

70%

80%

Revenues, mln USD Gross margin, %



15

Strong Balance Sheet to Support Growth

Strong operating cash flow 
provides flexibility to :

—Fund capex program

—Expand current operations

—Reduce short-term debt

Operating cash flow
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Share of Unsecured Debt increased to 79% at 31 March 2007 from 57% at 31 
December 2006 

Debt/EBITDA ratio of 0.29 is one of the lowest in the industry

Flexibility to pursue value enhancing M&A opportunities and fund capex

Solid Financial Position

Debt to EBITDA ratio
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First Quarter 2007 Results Overview

6%3,6583,860Mining segment

165%134355EBITDA 

206%0.481.47EPS (USD per ADR)
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456%Operating income
48%Cost of revenue
66%Revenue

Change, %$ million unless 
otherwise stated


