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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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Introduction and Overview
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Results Overview
Record financial results - net profit for 9M06 is almost equal to net profit for the whole year 2005

Net income in 9M06 was $372 million on revenues of $3.1 billion

Consolidated EBITDA margin of 21.3% 

Further expansion in the steel segment: acquisition of Moscow Coke & Gas plant (Moskoks)

Efficiency improvement programs in the steel segment: new coke battery commissioned at CMP -
annual coke output increase by 500 thousand tonnes

Maintained leadership in core products

— 2nd largest coking coal producer and exporter

— 2nd largest long product producer

Revenue breakdown by product, 9M06 Revenue breakdown by region, 9M06

Mining
31%

Steel
69%

Russia
53%

Europe
30%

Other
2%

Asia
4%

CIS
8%

Middle East
3%
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9M 2006: Mining Segment
Operating income of $190.5 million on 
revenues of $975.4 million. 

EBITDA margin of 21.4 %*

Mining segment EBITDA represented 39% of 
consolidated EBITDA

Strong segment output growth 

Nickel operations turned profitable, generating 
$171 million in revenues

Revenue by product, 9M06

Revenue by region, 9M06

* was corrected for comparison with other companies, margin is 
calculated out of consolidated revenues of the segment, including 
intersegment sales

Coking 
Coal
40%

Nickel
18%

Other
5%

Steam 
Coal 
25%

Iron Ore 
Concent
rate 12%

Russia
48%

Europe
31%

CIS
12%Asia

6%
Middle East

3%

Product output,
9M06

Thousand 
tonnes

9M06vs.9M05,
%

Coal 12,378 +6
Coking coal 6,938 +7
Steam coal 5,440 +5
Iron ore concentrate 3,748 +11
Nickel 10.53 +17
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9M 2006: Steel Segment
Revenues from 3rd parties of $2,166 
million in 9M06

Steel segment EBITDA constituted 61% 
of consolidated EBITDA

Net income generated by the segment 
soared by 384% compared to 9M 2005

EBITDA margin rose to 18.6% from 
8.9%

Revenue by product, 9M06

Revenue by region, 9M06

* was corrected for comparison with other companies, margin is calculated out of consolidated 
revenues of the segment, including intersegment sales

Long 
Products

43%

Value-added
22%

Semi-Finished
13%

Specialty 
Steel
6%

Flat Products
7%

Other 
9%

Russia
55%Europe

31%

CIS
6%

Middle 
East
3%

Asia
3%

Other
2%

9M06
Thousand 

tonnes
9M06vs.9M05,

%

Hardware 451 +9

Rolled products 3,523 +2

Flat products 296 +40

Long products 1,877 0

Steel 4,425 0

Pig iron 2,680 +8

Coke 1,663 - 15

Product output, 
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Financial Review
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9M 2006 Financial performance 

Net profit * Total assets
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9M 2006 Financial performance by quarters
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Strong positive trend in profitability 
growth

Two consecutive quarters of 
sustainable improvements in sales, 
net profit and EBITDA

Previous capital expenditures started 
yielding results
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Sales Structure

Coal 20% ($633 m) Iron Ore 4% ($121 m)
Nickel 5% ($171 m) Billets, structurals 20% ($625 m)

Rebar 17% ($540 m) Wire and Wire Rod 11% ($348 m)
Forgings 3% ($90 m) Other products 20% ($614 m)

Revenue breakdown by region, 9M06

CIS
16%

Other
3%

Middle 
East 6%

Europe
67%

Asia
8%

Non- Russia

47%

Russia
53%

Russia
$1,663 m

53%

Non-Russia
$1,479 m

47%

Sales Mix, 9M06

Coal 19% ($558 m) Iron Ore 5% ($131 m)
Nickel 4% ($117 m) Billets, structurals 25% ($735 m)
Rebar 17% ($487 m) Wire and Wire Rod 13% ($364 m)
Forgings 4% ($118 m) Other products 13% ($400 m)

Revenue breakdown by region, 9M05

CIS
11%

Other 6%

Middle 
East 13%

Europe
47%

Asia
23%

Russia
46%

Non- Russia

54%

Russia
$1,332 m

46%

Non-Russia
$1,578 m

54%

Sales Mix, 9M05

$3,142 m $3,142 m

$2,910 m $2,910 m
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9M 2006 Cost Structure

Steel segment COS structure

13%

7%

8%

65%*

Raw materials and
purchased goods*
Staff costs

Energy

Depreciation and
depletion
Other

70%

13%

11%
4%

Raw materials and
purchased goods
Staff costs

Energy

Depreciation and
depletion
Other

Mining segment COS structure

15%

11%

64%

6%
Raw materials and
purchased goods
Staff costs

Energy

Depreciation and
depletion
Other

Consolidated COS structure

7% 2%

4%
* Raw materials Mining segment

Coal and Coke 
purchased from 3rd parties      34%
Materials 31%
Transportation 17%
Spare parts 10%
Fuel 8%

Total 100%

Selling expenses share to sales decreased to 10% from 12% as a result of sales 
structure changes

G&A expenses remain flat due to strict cost management
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Strong balance sheet to support growth

$442 million net debt position provides 
significant financial flexibility to:

— Fund capex program

— Pursue value enhancing M&A 
opportunities

— Considerably expand current 
operations

Operating cashflow

Debt / equity
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81 120
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13.6%

3,4%
6,2% 5,9%

8,1%

16,3%
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20%
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20% 24%
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Cash as of
31.12.2005

Operating
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Investing
activities

Financing
activities

Exchange rate
changes

Cash as of
30.09.2006



14

Solid financial position

Debt to EBITDA ratio

445 442

123
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Share of Unsecured Debt increased to 61% at 30.09.06 versus 52% at 31.12.05 

Considerable improvement in maturity profile 

Debt/EBITDA ratio is considerable well below the target of 2.0

(U
S$

m
)

* Calculated on annualized EBITDA assumption
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Disciplined approach to spending

Key focus on efficiency improvement in steel segment and expansion of main facilities     
in mining segment

Implementation of major projects on track

Capital spending of $344 million in 9M06 versus $395 million in 9M05

Project Status

Olzherasskaya Mine Completed in 3Q 2006

Sibirginsk mine (second extension) Construction to begin in 4Q 2006

Development of Erunakovskaya – 1 On-going

Sinter Plant # 2 (2nd line) at Chelyabinsk 
Metallurgical Plant

Completed in 3Q 2006

Coke battery at Chelyabinsk Metallurgical 
Plant

To be completed in 4Q 2006

Rebar Rolling mill # 300-2

Concaster at Mechel Targoviste

To be commissioned in December 2006 

To be completed in the 1st half 2007

Expansion of Sibirginsk Open Pit Mine On-going
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9M 2006 Results Overview

$ million unless 
otherwise stated

9M 2006 9M 2005

3,142 2,910

(1,852)
452

EBITDA 669 569 17%

Mining segment 12,612 10,230 23%

19.6%
315

10.8%

EPS (USD per share) 0.92 0.78 18%

3,656

(2,069)
483

21.3%
372

11.8%

3,976

Change, %

Revenue 8%

Cost of revenue 12%

Operating income 7%

EBITDA margin
Net Income 18%

Net Income margin

Sales volumes, ‘000 tonnes

Steel segment 8.8%
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