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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 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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Financial Review
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EBITDA Bridge

Production and sales volumes grow

Revenue increased by 9% in 2Q09

$219 mn net income in 2Q09

EBITDA rose to $370 mn in 2Q09
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Operating profit by segments 
$ Million

$ Million$ Million
1,370

High degree of diversification and vertical 
integration helps mitigate risk and provides 
stability

Despite market and production downturn 
Mining segment demonstrates positive result

Ferroalloys segment leads recovery
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$2,149 mn $1,336 mn

Revenue grew 17% to $755 mn in 2Q09 
vs 1Q09

1.5x growth in gross profit to $84 mn

Continuous improvement in operating 
result

SG&A expenses fell by 12% q-o-q

EBITDA $79 mn in 2Q09 

Cash costs down 20%
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Steel Segment Performance
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59% of the Group’s revenue in 2Q09

Focus on production of higher-margin 
products

Own distribution helps fast production 
recovery and growth of market share in 
Russia and Europe

Increase in physical sales volumes across 
all major products

1Q09 2Q09
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Mining Segment Performance
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$ Million

$708 mn $405 mn

Despite sharp fall in average prices the 
gross margin still at 48% of revenue

Cash costs fall back at Yakutugol as 
production restores

EBITDA grew 233% to $139 mn in 2Q09 

As seaborne market returns, production of 
coking concentrate increased 19% q-o-q

Bluestone added $16 mn to sales
3%



9

57%

22% 20% 24%

24%

59% 64% 53%

12% 12% 18%14%
4%5%7% 5%

0%

20%

40%

60%

80%

100%

1H08 1H09 1Q09 2Q09

Coking coal Steam coal Iron ore Other

40%
26% 27% 25%

17%

22%
29%

15%

11%

19%

22%

17%

11%

29%

1%
1%

19%

20%

9% 7%6%7%
3% 6%5%5%
1%

0%

20%

40%

60%

80%

100%

1H08 1H09 1Q09 2Q09

Russia Europe CIS Asia w/o China China Middle East Other

Mining Segment Performance

90

42

77

255

104

5050
83

55 42

145

63

105

206

84
116 115

91

186

67

114

0

50

100

150

200

250

300

External sales structure

Average sales prices FCA, US$/tonneRevenue breakdown by region

Coking coal Steam coal Iron ore

1Q08 2Q08 3Q08 4Q08

Flexibility to change output to adapt to demand 
trends in the marketplace

As markets restore coking coal sales are up 
19%, iron ore sales up 43%, steam coal sales 
down 21% q-o-q

Change in geography of sales supports positive 
result:

Share of Russia fell to 26% y-o-y

Growth of coal and iron ore sales to China

Increase in steam coal sales to Europe y-o-y

2007 1Q09 2Q09
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Ferroalloys Segment Performance
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Revenue increased by 43% q-o-q

Gross margin turns positive as operations 
restore and prices stabilize

SG&A expenses fell to 11% of the 
revenue in 2Q09 from 17% in 1Q09 

S&D expenses down by 37% q-o-q

Operating loss reduced 4.5x to $6 mn
after a 5x reduction in 1Q09
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Recovery in nickel prices and full control 
over FeCr production chain help to restore 
production and exceed the pre-crises level 

Share of chrome sales reached 34% of 
segment revenue in 2Q09

As production restores, share of export 
sales goes up to 87%

Increased sales help to sell the overhang 
stock

Revenue breakdown by region
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Sales decrease 14% as warmer season 
approaches

S&D expenses fell 15% helping to keep 
operations marginally profitable

Share of intra-group sales increase to 
38% as production in other segments 
restores
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Cash Generation Capacity
Net Cash Flow
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2007 2008 4Q08 1Q09Operating CF jumped 8x to $332 mn in 2Q09

Investment CAPEX is financed through long-
term debt instruments

$270 mn recovered from receivables and 
inventory

$129 mn debt repaid out of operating cash 
flow in 2Q09

$822 mn cash balance as of the end of 1H09
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Debt Profile
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Nov.-Dec.09 1Q10 2Q10 3Q10 4Q10 2011 2012 2013 and after

repayment capex finance facilities
expiration of put option on Elga bond
expiration of put option on the RUR 5 bln bond
repayment of Gazprombank US$1bln loan
repayment of Yakutugol PXF facility
repayment of Oriel syndicated facility
renewable working capital and trade finance lines

Loans repayment schedule as of November 1st, 2009
$ Million

$3.1 bln debt successfully refinanced 
in July 2009

RUB 10 bln in bonds raised to resume 
financing of Elga project

With ca. $660 mn cash in accounts, 
RUB 50 bln in commercial paper and 
over $400 mn in available credit lines
current debt profile looks sustainable 
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Financial Results Overview
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