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“ In 2014, Metalloinvest has 
focused its efforts on developing 
the Company’s production assets 
and achieving strong financial 
results. Metalloinvest has continued 
to implement its strategy and has 
reached its targets. It has maintained 
a strong financial footing and 
realised its production targets, while 
exceeding production forecasts for 
some products”.

Andrey Varichev,
CEO Management Company 
METALLOINVEST LLC
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Mining and steelmaking are capital intensive businesses, therefore, 
the accuracy of decisions taken today will notably affect the 
Company's performance results in the future. Thus, a long-term 
macroeconomic and strategic analysis of the sales markets, both 
Russian and global, is the focus of attention of the Company's 
management. The Company's management continually examines 
strategic opportunities and evaluates their "viability", inter alia, 
taking into account long-term trends in the world and Russian 
economy.

In 2014, the average annual iron prices dropped to USD 97 per 1 tonne CFR China, less than 
the price level for 2013 (USD 135 per 1 tonne CFR China); and in fact, the price dropped to 
a minimum of USD 71 per 1 tonne CFR China at the end of the year. Price continued to slide 
in Q1 of 2015. 

The price mostly declined because of the economic situation of China, the largest steel pro-
ducer in the world with 2/3 of the world’s iron ore import. Two factors, a considerable ad-
ditional volume of CIO (crude iron ore) supply from Australia due to the growing production 
by Rio Tinto, BHP Billiton and FMG, and a slowdown of the Chinese economy, made the most 
significant impact on the prices.

Limited access to credit resources for the Chinese steel producers in 2014 and a consequent 
increase in stocks of ore in the harbours, had a further impact on CIO prices.

Long-term development trends in the CIO market take shape under the influence of different 
factors. On the one hand, ore quality at the world market is gradually deteriorating. Dete-
rioration of the quality of incoming ore increases the costs of steel production and leads to 
increased volume of harmful emissions by steelmakers. At the same time, a tougher envi-
ronmental policy is a growing tendency all over the world. In particular, China, which is still 
a driving force of the world’s demand for CIO follows the example of the developed countries 
(the USA and European countries), setting the course for toughening of its environmental 
requirements. A stricter policy implies mitigation of harmful environmental impact of steel-
making facilities, inter alia, by improving the quality of CIO consumed.

Market Overview3.1

Iron ore market

The world market of iron ore displays a high level of consolidation. Four leading compa-
nies (Vale, BHP Billiton, Rio Tinto, and FMG) control over 70% of the world iron ore trade. 
The leading countries producing commercial iron ore are Australia, Brazil, China, India and 
Russia, which together produce over 75% of iron ore. In 2014, different trends in iron ore 
production volumes were observed across the regions. Production of ore grew in Australia 
and Brazil only while in output in other regions decreased or remained at the level of 2013. 
Iron ore production by Russian mining and ore concentrating enterprises in 2014 amounted 
to 105 million tonnes, slightly above the level of 2013.
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At present, the price level is determined by the prices at the spot market in China, using the 
Platts indices, The Steel Index, or the MetalBulletin index. However, in May 2012, two physi-
cal iron ore markets opened in Beijing and Singapore. In 2013, trading in ore futures started 
at the Dalian Futures Exchange (China). The transition to price formation on the spot market 
continues as price-related information becomes more accessable.

The toughening of environmental requirements in the global ferrous metallurgy and 
 deterioration of CIO quality set the stage for increasing margins for raw materials with high 
ferrum content. At the same time, excessive supply of CIO slows down demand for high-
quality raw materials. Metalloinvest is conducting targeted work on the assessment of factors 
influencing the development of CIO market, and considers the findings in the development 
of mid-term and long-term development plans.

Source: Bloomberg

Source: wSA

HBI/DRI market

HBI/DRI (hot-briquetted iron and direct reduced iron) is an important component in the pro-
duction of high-quality steel grades that helps cut the cost of production of steel products. 

The application areas of metallised raw materials vary widely. HBI/DRI may be used at in-
tegrated enterprises in blast furnaces and basic-oxygen furnaces, as well as at mini plants 
in electric arc furnaces. Low concentration of contaminants in HBI/DRI allows to produce 
high-quality steel, which is a key factor for a number of industries, including automotive and 
machine-building. In conditions of shortage of high-quality metal scrap, the use of HBI/DRI 
can ensure stable production of high-quality steel products.

HBI is a high added-value product due to energy efficiency and environmental compatibility 
of the HBI production process, low concentration of contaminants, stability of chemical 
composition (the quality of which is better than metal scrap), high bulk density and absence 
of the seasonal nature of  fluctuations of supplies.

High quality of raw iron ore and availability of big volumes of natural gas make for an impor-
tant prerequisite for the development of HBI/DRI production. The shortage of these resources 
impedes the growth of HBI/DRI production in many regions of the world.

Metalloinvest has all the necessary resources, and the Company's long-term strategy is fo-
cused to a large extent on the development of production of iron ore products with high 
added value, primarily HBI.

HBI/DRI production is characterised by high concentration. As reported by wSA, HBI/DRI 
produced in 2013 totalled 74.7 million tonnes, 66.6% of which were manufactured by the 
five largest producers (India —23.8%, Iran —19.4%, Mexico —8.2%, Saudi Arabia —8.1%, 
and Russia —7.1%). Most metallised raw materials (up to 80%) are consumed on situ to 
satisfy internal demands of steelmaking enterprises, and only limited amounts are shipped 
to external consumers.

According to wSA, between 2010 and 2013 the global production of HBI/DRI grew after 
a decline in output in 2009. In 2014, the global production of HBI/DRI, as estimated by wSA, 
decreased by approximately 7% to 69.5 million tonnes. The stagnation of metallised raw 
material production of the largest producers (India and Iran) was accompanied by notable 
reduction of HBI production in Venezuela and in Trinidad and Tobago. Decrease in the produc-
tion by Venezuela, the world leader in the HBI production capacities, allowed Metalloinvest 
to strengthen its positions at the world market of commercial HBI.

Steel Production in 
China in 2010–2014,
million tonnes

Iron Ore Price in 
2010–2014, CFR China, 
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In 2014, Metalloinvest produced 5.3 million tonnes of metallised products (HBI/DRI). The HBI 
production volume amounted to 2.3 million tonnes, 81% of which has been shipped for ex-
port (the main consumers are large EU and US steelmaking companies). Metalloinvest is the 
only producer of metallised products in CIS countries and maintains the leading position in 
global DRI exports. Metalloinvest with about 40% share of the world commercial DRI market 
in 2014 uses all available opportunities to meet the growing demand from high-grade steel 
producers. 

Factors supporting HBI/DRI demand:

•	 HBI/DRI is a multi-purpose, high-quality and effective alternative to pig iron and metal 
scrap. HBI/DRI may be used at integrated enterprises in blast furnaces and basic-oxygen 
furnaces, as well as at and at mini plants in electric arc furnaces.

•	 Toughening environmental requirements for the production process. In the light of cheap-
ening of raw material for blast furnaces, requirements for the amount of emissions of 
harmful admixtures released into the air in the process of production become tougher. 
Crude steel production in electric arc furnaces excludes the use of coke.

•	 Deterioration of quality of metal scrap. A regular cycle "metal scrap —steel making —steel 
products —metal scrap" causes the accumulation of contaminants in the ready products. 
In order to control chemical composition, steel manufacturers add HBI/DRI to metal scraps 
in steel making units, thus reducing the concentration of contaminants.

•	 Toughening requirements for the quality of steel products. For the purpose of ensuring 
quality, reliability and longer service life of steel products (bridge structures, cars, pipe-
lines), the manufacturers of steel structures place high requirements for steel products, 
which in return results in the need to use high-quality raw material in crude steel produc-
tion.

•	 Reduction of the volume and shortage of high-quality return scrap in CIS countries. 
As a  result of cutting the open-hearth steel making and starting the use of electric arc 
furnaces, as well as implementing continuous steel casting, the amount of return scrap 
in CIS countries decreased. The tendencies towards increasing the deficit of metal scrap 
create pre-requisites for a gradual increase in demand for metallised raw materials.

Key advantages of HBI/DRI production as against 
pig iron:

•	 Compactness of production facilities. HBI/DRI production is more compact and it does not 
require sinter plants, coke and by-product processes, and blast furnaces.

•	 Environmental compatibility. Use of natural gas as a reducing agent in the process of 
HBI/DRI production instead of coke is more environmentally compatible. Reduction of CO

2 

emissions is 50–60% compared to production of pig iron in blast furnaces.

•	 Energy efficiency. The process of direct iron reduction goes on in a solid phase at 900°C, 
which is much lower than the melting temperature of pig iron, 1,250°C. Energy saving in 
production of HBI/DRI amounts to approximately 35% compared to production of pig iron.

Source: wSA

Source: wSA

High consumer properties of HBI/DRI favour the promotion of these products at the world 
market. As reported by Midrex, a reputable source of metallised raw material market statistics, 
the HBI/DRI production capacities will increase by at least 5 million tonnes a year in the next 
ten years, and the production volume will grow to 200 million tonnes by 2030.

Global HBI/DRI 
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Steel market

In 2014, global steel production, as reported by wSA, grew to 1,662 million tonnes (+1.2% 
against 2013). Asia remains the key growing region of the world in steel production in abso-
lute terms, where steel output increased by 16.2 million tonnes (+1.4%). The highest produc-
tion growth rate was recorded in the Middle East, where steel production in 2014 grew by 
7.7% (by 2 million tonnes). Steel production in the European Union is gradually recovering, 
rising 1.7% in 2014 (+2.9 million tonnes). In North America, steel production grew by 2% 
(+2.3 million tonnes). In Africa, production declined ( by 0.7% or by 0.2 million tonnes year-
on-year). In other regions, production volumes dropped as well: in the CIS  by 2.8% (by 3 mil-
lion tonnes), in South America by 1.4% (by 0.6 million tonnes).

In 2014, Metalloinvest maintained its leading positions 
in the world market: 

the global 
leader 

at the market of 
commercial HBI

2nd  
largest 

iron ore reserves 
in the world 
(14.4 million tonnes)

3rd  
place 

largest producer of 
pellets globally
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Factors affecting Company’s activity

Metalloinvest supplies products to all largest world markets, the Russia, Eastern and western 
Europe, Asia and the Middle East being its priority regions. The macroeconomic situation 
in these countries influences the Company's activities and affects the changes in the Com-
pany's revenue from the sale of goods, products, work, services, and income (loss) from its 
core activities. Forming its long-term commercial relations with the largest consumers of 
its products in Russia, Metalloinvest seeks to ensure stable supplies despite a decline in 
the country’s GDP predicted by the International Monetary Fund (IMF) in the next two years. 
In spite of unfavourable macroeconomic conditions in the Russian Federation and in some 
regions consuming Metalloinvest’s products, the Company maintains sales of its products 
and aims to increase them and continues to optimise the structure of supplies in order to 
maximise its income and strengthen long-term relations with the consumers.

Shipments to Russian consumers represent a substantial share of the Company’s revenue 
(41.1% in 2014 vs. 45.6 %  in 2013), therefore, the state of the Russian economy significantly 
impacts the Company's performance. 

Introduction of sanctions and low oil prices resulted in the reduction of predicted growth 
rate of the Russian economy (-3.8% in 2015 and -1.1% in 2016). However, it is expected 
that the need to maintain economic activity in Russia will lead to an increase in infrastructure 
projects and will support the niche markets in which the Company operates. Metalloinvest 
monitors carefully the largest federal investment programmes and adjusts its plans to build 
on opportunities provided by these projects.

GDP Growth 
in 2014–2016,
%

2014 2015* 2016*

World economy 3.3 3.5 3.8

Developed countries 1.8 2.4 2.4

Developing countries 4.4 4.3 4.7

China 7.4 6.8 6.3

Russia 0.6 -3.8 -1.1

* forecast       Source: IMF

Financial Results3.2

3.2.1. Key Financials

Revenue

In 2014, the Company's revenue dropped by 13.1% to USD 6,367 million from USD 7,324 mil-
lion in 2013.

The revenue of the Mining Segment made up 48.7% of the Company's consolidated revenue 
in 2014 as compared to 54.1% in 2013. The revenue of the Mining Segment decreased by 
21.6% during the year to USD 3,103 million, primarily because of the declining global iron 
ore and pellet prices, and devaluation of the ruble.

The revenue of the Steel Segment amounted to 48.1% of the Company's consolidated revenue 
in 2014 compared to 43.7% in 2013. The revenue of the Steel Segment declined by 4.5% 
in 2014 and amounted to USD 3,060 million due to the weaker ruble.

In 2014, the share of the domestic market in the Company's revenue decreased to 41.1% 
from 45.6% in 2013, primarily due to the devaluation of the ruble. The shares of Europe and 
the Middle East in the Company’s total revenue in 2014 amounted to 21.0% and 16.1% 
respectively. Asia (including China) generated 7.1% of the revenue.
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Cost of Sales and commercial expenses

In 2014, costs of sales amounted to USD 3,381 million (representing 53.1% of the revenue 
for the period compared to 53.4% in 2013), a 13.6% decrease from 2013. Cost of sales 
dynamics was a result of the ruble depreciation and the implementation of a programme of 
operational improvements aimed at optimisation of costs of natural gas, electricity and other 
items of expenditures.

In 2014, distribution expenses decreased by 15.8% to USD 965 million, primarily due to the 
weakening of the ruble, changes in the geography of supplies and optimisation of rolling stock 
costs in the course of implementation of a cost-cutting programme.

In 2014, general and administrative expenses decreased by 4.2% to USD 451 million. 
The general and administrative expenses amounted to 7.1% of the revenue, slightly above 
the level of 6.4% in 2013.

Revenue by Sales 
Markets in 2013–2014,
USD million

2013

2014

Profitability

The Company's EBITDA stood at USD 1,961 million, representing a decrease of 14.4% year-on-
year, while the EBITDA margin remained almost unchanged at 31%. The decrease in EBITDA was 
primarily caused by the reduction of EBITDA of the Mining Segment (by USD 713 million), which 
was partially compensated by an increase in EBITDA of the Steel Segment (by USD 399 million).

The EBITDA of the Mining Segment stood at USD 1,366 million (a decrease of 34.3%), or 69.7% 
of the consolidated EBITDA in 2014 as compared with 90.7% in 2013. The decrease of the 
EBITDA of the Mining Segment was primarily caused by declining world prices for iron ore. 
The EBITDA of the Steel Segment increased by USD 399 million in 2014 to USD 421 million. 
The share of the Steel Segment made up 21.5% of the consolidated EBITDA in 2014. A signifi-
cant growth of EBITDA of the Steel Segment is primarily explained by a decline in the prices 
of raw materials, optimisation of energy and transportation costs, higher volumes of pig iron 
exports and changes in the structures of steel product shipments.

In 2014, net income amounted to USD 66 million, representing a 93.9% decrease year-on-year. 
The decline was primarily due to the exchange differences accrued to the USD-denominated 
part  of the Company's debt (USD -1,666 million). 

Capital Expenditure

In 2014, the Company's capital expenditure totalled USD 595 million, an increase of 24.5% 
year-on-year. The increase in the capital expenditure is associated with the implementation of 
large investment projects: purchase of open-pit mining machinery for the Company’s Mining 
Segment, construction of HBI-3 Plant (Lebedinsky GOK), Pellet Plant #3 (Mikhailovsky GOK), 
oxygen station (OEMK), and Coke Oven Battery #6 (Ural Steel).

“
 
In 2014, the Company's management ensured 
the stability of Metalloinvest's financial 
position in spite of challenging external 
conditions and declining global iron ore 
prices. we focus on meeting our operating 
efficiency targets and on the implementation 
of our investment programme. This lays the 
foundation for sustainable development of the 
Company as a producer of metallised and iron 
ore products with high added value”.

Capital Costs in 2014,
USD million
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Statement of financial position

As of December 31, 2014, the Company's assets stood at USD 7,266 million, having declined 
by 30.5% from USD 10,451 million as of December 31, 2013. The decrease in assets figure 
was primarily due to the asset value conversion into USD for reporting purposes. 

As of December 31, 2014, the Company's net debt decreased to USD 4,185 million, which 
reduced its net debt/EBITDA ration to 2.13x  vs. 2.38x as of December 31, 2013.

The share of long-term debt  dropped to 86.4% at the end of the reporting period as compared 
with 96.8% as of December 31, 2013. The decrease was caused by conversion of a part of 
long-term debt to the category of short-term debt due to the execution of a put option on 
RUB-denominated bonds for series 01, 05 and 06, in March of 2015. The Company used 
its own funds to repurchase 24,957,182 bonds at par value of RUB 1,000. As a result of the 
transaction, the Company reduced its debt by USD 420 million and has almost no debt to 
be repaid in 2015.

As of December 31, 2014 cash and cash equivalents totalled USD 550 million compared to 
USD 523 million as of December 31, 2013 (an increase of 5.2%).

Dividends

when taking a decision on dividend payments, the Company considers the long-term business 
development prospects and current debt level. In June 2014, the Annual General Meeting 
of Shareholders of Holding Company METALLOINVEST JSC decided to pay dividends from its 
2013 net income and retained profit of the previous years. The amount of dividend payments 
was USD 502 million. The money has been spent to repay loans issued by the Company to 
its shareholders earlier.

3.2.2. Capital Markets

Starting from 2011, Metalloinvest has been raising funds on capital markets, in line with 
its  strategy to increase the share of long-term and public debt and diversify the sources of 
financing.

In March 2014, Metalloinvest closed a deal to obtain a pre-export finance facility (PXF) from 
a club of international banks for the total amount of USD 1,150 million and to repay the 
previous syndicated loan.

The PFX was divided into two tranches: the first tranche in the amount of USD 300 million will 
be repaid in a lump sum in March 2016; the second tranche in the amount of USD 850 million 
will be repaid on a monthly basis in equal installments from April 2016 to March 2019. Both 
tranches have floating interest rates linked to LIBOR.

The coordinators and book-runners were Deutsche Bank Amsterdam branch, ING Bank NV and 
Société Générale. The main arrangers of the deal were CJSC UniCredit Bank, BNP Paribas (Sui-
sse) SA and Crédit Agricole Corporate and Investment Bank. Bank of Tokyo-Mitsubishi UFJ Ltd 
and Credit Suisse AG also took part in the organisation of the deal.

The previous syndicated loan of USD 3.1 billion was raised by Metalloinvest in April 2011. 
The Company repaid, before the maturity date, a portion of the loan equal to USD 700 million 
in the first half of 2012, and USD 1,250 million — in the first half of 2013.

3.2.3. Credit Ratings

International rating agencies have been assigning credit ratings to Metalloinvest from 
July 2010.

The positive changes in the ratings assigned to the Company during the last four years show 
that the investment community has appreciated Metalloinvest’s efforts to enhance the ef-
ficiency of its enterprises.

Between February and May 2014 Standard & Poor's and Fitch upgraded the 
following of the Company's long-term corporate credit ratings:

•	 Standard & Poor's raised the long-term rating of Metalloinvest from BB- to BB with 
a Stable outlook. As reported by S&P, Metalloinvest showed its readiness to implement 
a more predictable financial policy, and improved its debt repayment schedule. Besides, 
Standard & Poor's raised the rating of public debt instruments of Metalloinvest (Euro-
bonds) from BB- to BB;

•	 Fitch raised the credit rating of Metalloinvest from BB- to BB with a Stable outlook. 
The  upgrade reflects Metalloinvest's strong operating portfolio and the Company's pro-
gress in the field of corporate governance improvement. Fitch also raised its senior unse-
cured foreign currency rating from BB- to BB (Eurobonds rating).

In February 2015, Standard & Poor's confirmed the Company's long-term ratings in foreign 
and national currencies at BB. The confirmation of the BB levels reflects the opinion of 
Standard & Poor's as to the positive influence of the weaker ruble and the Company's ef-
ficient line of products on the financial indicators of Metalloinvest. The outlook has been 
revised from Stable to Negative due to the growing uncertainty as a result of reduction of 
prices for iron ore, growing country risk of Russia, and limited access of Russian corporations 
to capital markets.

In April 2015, Moody's confirmed the Company's corporate level at Ba2 with a Stable outlook. 
At the same time, Moody's confirmed the ratings of debt securities issued by Metalloinvest 
Finance Limited at Ba2 with a Stable outlook. The confirmation of Ba2 ratings reflects the 
opinion of Moody's that the competitive position of Metalloinvest on the cost value remains 
strong in the light of ruble devaluation in 2014. These improvements combined with the 
adequate liquidity level and continued reduction of the debt load in 2014 and in the begin-
ning of 2015 allowed the Company to stay in the category of Ba2 ratings, and will set off to 
a certain extent the negative effect from the weakening of iron ore prices.

FItCH StANDARD & POOR’S MOODy’S

Long-term 
corporate 
rating

BB BB Ba2

Outlook Stable Negative Stable

Date May 2014 February 2015 April 2015
Credit 
Ratings
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3.3.1. Key Operational Results

3.3.1.1. Production and Shipments

Operational Results3.3

2010 2011 2012 2013 2014 2014/2013

Iron ore* 9.8 12.7 12.5 11.1 11.0 -0.8%

Pellets 13.1 13.6 14.1 13.7 13.9 +1.1%

HBI/DRI 2.1 2.3 2.3 2.4 2.3 -5.7%

Pig iron 0.9 1.1 0.8 1.4 1.8 +25.0%

Steel 5.4 5.2 5.1 4.3 4.2 -3.7%

* Iron ore includes concentrate and sintering ore

Shipments by 
Product,
million tonnes

Iron ore

In 2014, production of iron ore (concentrate and sintering ore) amounted to 38.7 million tonnes, 
1.0% more than in 2013. Approximately 70% of iron ore was processed into products with high 
added value, such as pellets and HBI/DRI.

Iron ore shipments to the end consumers declined by 0.8% in 2014 to 11.0 million tonnes. 
The insignificant reduction of iron ore shipments is explained by the growth of production of 
pellets.

“
 
In 2014, we continued our work on enhancing 
efficiency of Metalloinvest's operations. 
we are implementing a number of important 
investment projects designed to increase 
the production capacity of the Company's 
Mining and Steel Segments. Modernisation of 
production assets and introduction of modern 
technologies allow us to strengthen our 
market leadership and maintain high quality 
of our products”.

2010 2011 2012 2013 2014 2014/2013

Iron ore* 36.8 40.1 39.8 38.4 38.7 +1.0%

Pellets 22.0 22.4 22.6 22.6 22.7 +0.4%

HBI/DRI 4.5 5.0 5.2 5.3 5.3 -1.1%

Pig iron 2.6 2.5 2.1 2.2 2.3 +4.8%

Steel 6.1 5.8 5.6 4.7 4.5 -3.7%

* Iron ore includes concentrate and sintering ore

Output by 
Product,
million tonnes

Iron ore production 
and shipment 
in 2010–2014,
million tonnes

Production

Shipments

Andrey Ugarov,
First Deputy CEO —
Production Director 
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Metalloinvest plans to increase its pellet production capacity:

In 2014, the Company finished the construction of Pellet Plant #3 at Mikhailovsky GOK, with 
the output capacity of 5 million tonnes of per year. Phased commissioning of the experimental 
industrial operation started in February 2015.

FOR MORE 
INFORMATION ON 
PELLET PLANT #3, 
SEE P. 43 

HBI/DRI

The increasing HBI/DRI production ensures Metalloinvest’s market leadership. The Company 
increases HBI/DRI output supported by growing demand, high profitability of sales, and low 
competition in the commercial HBI market. In 2014, Metalloinvest produced 5.3 million tonnes 
of HBI/DRI, or 1.1% less than in 2013. The Company remains Russia’s only HBI/DRI manu-
facturer.

The Company sells its HBI to external consumers. The high bulk density of HBI allows the 
Company to significantly reduce its transportation costs. In 2014, the Company shipped 
2.3 million tonnes of HBI/DRI, 93% of which was HBI. In 2014, HBI shipments to end con-
sumers made 100% of its production volume. In the reporting year, Metalloinvest retained 
its leading position in the global commercial HBI  market.

The decline in the production and shipments of metallised raw materials in 2014 resulted 
from the scheduled capital repair and partial upgrade of HBI-2 Plant.

Metalloinvest plans to increase its HBI production capacity:

The Company continued the construction of HBI-3 Plant with the output of 1.8 million tonnes 
per year. Upon completion of construction the plant will become the largest HBI production 
unit in the world, and, following upgrades at HBI-2 Plant, Metalloinvest’s total HBI/DRI pro-
duction capacities will increase to 7.2 million tonnes per year.

FOR MORE 
DETAILED 
INFORMATION 
ON HBI-3 PLANT, 
SEE P. 42 

Pellets

In 2014, production of pellets amounted to 22.7 million tonnes, 0.4% more than in 2013. 
Pellets produced by Metalloinvest contain up to 66.7% of iron, meeting the highest interna-
tional quality standards of crude steel.

In 2014, the shipping volume of pellets to end consumers grew by 1.1% to 13.9 million tonnes.

Production and 
shipment of pellets 
in 2010–2014, 
million tonnes

Production

Shipments

Production and 
shipment of HBI/DRI 
in 2010–2014,
million tonnes

Production

Shipments
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Largest implemented projects

Metalloinvest’s steel was used in the construction of Bugrinsky Bridge in Novosibirsk. 
 Bugrinsky Bridge has the biggest arch span in Russia, it is 380 metres long and 80 metres 
high. It is supported by approximately 9 kilometres of steel cables. The total length of the 
bridge is over 2 kilometres. The first vehicles crossed the bridge in October 2014.

Metalloinvest took part in the implementation of a large transportation project in Siberia — 
a bridge over the River Vakh between the Tomsk Region and yugra. The bridge connected 
Strezhevoy and Nizhevartovsk to become part of one of the main sections of a motorway in 
western Siberia. The bridge is 1 kilometre long, the total weight of its spans is 7,000 tonnes. 
The throughput capacity of the bridge is 8,000 vehicles per day. The bridge was put into oper-
ation in November of 2014.

In September 2014, the Otkrytie Arena, the home stadium of Spartak Moscow football club, 
was commissioned. The stadium capacity is 45,000. The stadium is included in the list of 
host facilities for the 2018 world Cup. Rolled steel items for the new stadium were supplied 
by Ural Steel.

As estimated by the Company, in 2014, Metalloinvest’s market share in key steel 
segments was:

•	 55–60% in bridge construction;

•	 35–40% in ship building;

•	 55–60% in construction steel; 

•	 35–40% in reservoir plants and chemical engineering plants segment.

In 2015, the Company plans to:

•	 increase the sales of bridge steel, and grow its market share to 65%;

•	 increase its market share in the ship building segment to 45–50% by growing sales at 
Ural Steel;

•	 increase its market share in the segments of rolled steel products for construction and 
reservoir plants to 65–70%.

Pig iron

Modernisation of the pig iron production facilities at Ural Steel completed in 2014 allowed 
the Company to increase its pig iron production by 4.8% after a decline in 2009–2012.

Pig iron shipments in 2014 grew by 25.0%, to 1.8 million tonnes. The increase in shipments 
was due to the higher volumes of pig iron smelting (primarily, as a result of output increase 
at the blast-furnace shop), and the growth of sales to external consumers, a strategy that was 
the most economically reasonable under the existing market conditions.

Steel

In 2014, the Company produced 4.5 million tonnes of steel. Its steel production declined 
3.7% from 2013. The decrease of steel production between 2009 and 2014 was caused 
by plans of gradual retirement of the open-hearth steel making equipment at Ural Steel for 
the purpose of enhancing economic efficiency and environmental safety of the production 
process.

In 2014, shipments of steel products to the end consumers declined in proportion to crude 
steel production by 3.6% to 4.2 million tonnes. The main consumers of steel products are 
automotive, engineering, piping, construction, metal, and ball-bearing enterprises.

Production and 
shipment of pig iron 
in 2010–2014,
million tonnes

Production

Shipments

Production and 
shipment of steel 
in 2010–2014,
million tonnes
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3.3.1.2. Geography of Shipments

The Company aims at geographical diversification of its shipments to the end consumers. Met-
alloinvest ships its iron ore products within Russia, to the CIS, Europe, China, Southeast Asia, 
and countries in the Middle East and North Africa.

Export supplies of crude iron ore and HBI to Europe and the CIS go through the border ter-
minals and sea ports on the Baltic Sea and the Black Sea. Supplies to Europe travel through 
the CIS countries. Most supplies to China are made on DAP basis and go via a rail terminal 
in Zabaikalsk.

Main consumers

•	 US	STEEL KOSICE 
•	 Arselor	Mittal 
•	 Tata	Steel

Main consumers

•	 Duferdofin	 
•	 VW	 
•	 Hay	Speed	 
•	 PSA	 
•	 Schaeffler	 
•	 INA	 
•	 OMNIA	 
•	 Krasnik	 
•	 Eurings	 
•	 SFK

23% 12%

Share in the total shipment 
iron ore, Pellets and HBI/DRI

Share in the total shipment of 
steel products

Russia & CIS

Main consumers

•	 NLMK 
•	 ММК 
•	 Koks	Group 
•	 Evraz 
•	 Severstal 
•	 	Kosaya	Gora	Iron	

works

Main consumers

•	 KAMAZ	 
•	 AVTOVAZ	 
•	 Minsk	Tractor	Plant	 
•	 MAZ	 
•	 Gomselmash

60% 39%

Asia

Main consumers

•	 Kobe	Steel 
•	 Suifenhe 
•	 Xilin

Main consumers

•	 Huffaz	Seamless 
•	 NTN	Thai-land

11% 3%

Europe

North America 
& South America

Middle East  
& Africa

Main consumers

•	 NTN	Brazil 
•	 Niagara	Lasalle

2% 19%

Main consumers

•	 Erdemir 
•	 ICDAS 
•	 Izmir

Main consumers

•	 Demirjian 
•	 Diler 
•	 Habas 
•	 Kroman	Celik 
•	 Demirsan

4% 27%

FOR MORE INFORMATION, SEE  
www.METALLOINVEST.COM
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Diversification of iron ore product shipments 

Russia is a priority sales market for Metalloinvest. In 2014, Russia's share of iron ore product 
supplies remained unchanged from 2013 and stood at 16.2 million tonnes (59%). The large 
consumers in the domestic market include Novolipetsk Steel (NLMK), Magnitogorsk Iron & 
Steel works, Severstal, Evraz, KOKS Group, Kosaya Gora Iron works and others. 

In 2014, the share of supplies to Europe increased to 23% (6.3 million tonnes) from 20% 
in 2013, primarily due to a considerable increase in shipments to U.S. Steel Kosice. Other 
large consumers in the regions are ArcelorMittal, Tata Steel, Arvedi and Ferriere Norde.

In 2014, the share of shipments of iron ore products to Asia slightly decreased from 2013 
levels (from 8% to 5% for China, and from 9% to 6% for other Asian countries). It happened 
due to an increase in supplies to the European markets, which generated a higher margin 
for the Company (due to the shorter transport leg). Shipments to China amounted to 1.5 mil-
lion tonnes, and shipments to other Asian countries, 1.6 million tonnes in 2014. Among the 
larger Asian consumers are Kobe Steel (Japan), and the Chinese enterprises of Xilin Group 
and others.

In 2014, the share of the Middle East and North Africa in the structure of shipments grew 
from 3% to 4% (0.7 and 1.1 million tonnes respectively) as a result of increasing the volumes 
shipped to Erdemir (Turkey), the largest consumer in the region.

Iron ore products and metal resources are shipped to Russian steelmaking plants via direct 
sales. Price calculation in most contracts is based on the iron ore price index Platts (62% Fe, 
CFR China).

The share of exports in the structure of shipments of pig iron and steel products in 2014 
was 88% and 60% respectively. The key sales markets of the Company's Steel Segment are 
western Europe, Turkey, Egypt, Saudi Arabia, CIS countries, North America.

“
 
A balanced commercial policy, long-term and 
mutually beneficial relations with our key 
partners, possibility to quickly respond to 
changes in conditions in the foreign markets, 
and focus on products with high added value 
allow the Company to effectively meet the 
challenges of today, including the declining 
prices in the global markets and instability of 
macroeconomic situation”.

Nazim Efendiev,
First Deputy CEO —
Commercial Director
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April

Metalloinvest and KOKS Group signed 
a one-year iron ore concentrate supply con-
tract. According to the contract, the total 
amount of iron ore concentrate supplies will 
exceed 1 million tonnes.

June

Metalloinvest signed a three-year pellet sup-
ply contract with Kosaya Gora Iron works. 
According to the arrangements achieved by 
the companies, the total amount of supplies 
will make 1.9 million tonnes.

August

Metalloinvest and Ferriere Nord S.P.A., an 
Italian steelmaking plant (a company of 
Pittini Group), concluded a long-term hot-
briquetted iron (HBI) supply contract. 

December

Metalloinvest and Novolipetsk Steel (NLMK) 
extended the existing long-term pellets sup-
ply contract till December 31, 2015. Accord-
ing to the arrangements achieved by the 
companies, the total amount of supply will 
make 6.6 million tonnes of pellets. Earlier 
in 2011, Metalloinvest and NLMK signed 
a four-year pellet supply contract for the 
supply of about 21.6 million tonnes.

3.3.2. Certification Audits

As part of ongoing implementation of its corporate management improvement strategy, 
 Metalloinvest conducts work on the certification of its management systems, production 
processes and products, which is key to promotion of its products in the global markets and 
serves as a confirmation of their quality. The certification also demonstrates the Company’s 
commitment to a responsible approach towards its employees (in terms of safe labour condi-
tions) and shareholders (mitigation of risks of losses as a result of emergency situations). 

In 2010, Metalloinvest’s enterprises registered their primary products in conformity with the 
requirements of the European Regulation #1907/2006 (REACH), which enables  Metalloinvest 
to supply its products to the EU countries.

In 2014, Lebedinsky GOK successfully passed:

•	 an inspection audit of its quality management system in order to comply with the require-
ments of the international standard ISO 9001:2008 (the audit was carried out by the 
British Certification Agency BSI Management Systems);

•	 an audit of the occupational health and industrial safety management system for compli-
ance with the requirements of the international standard OHSAS 18001:2007 (the audit 
was carried out by the British Certification Agency BSI Management Systems);

•	 recertification of its environmental management system for compliance with the require-
ments of GOST R ISO 14001 —2007 and MS ISO 14001:2004 (the audit was carried out by 
the specialists of the certification agency MCEAK LLC, Moscow). The Certificate obtained 
as a result thereof proves that the enterprise complies with all — Russian and international 
requirements. It also confirms that the activities of Lebedinsky GOK comply with the com-
mitments assumed under the Company's environmental policy.

In 2014, Mikhailovsky GOK passed:

•	 control audits of its quality management system and the occupational health and indus-
trial safety management system for compliance with the requirements of the international 
standards ISO 9001:2008 and OHSAS 18001:2007 based on the previously issued cer-
tificates;

•	 a re-certification audit of the environmental management system for compliance with the 
international standard ISO 14001:2004, with the issuance of a new certificate due to the 
expiry of the previous one.

In 2014, Ural Steel passed:

•	 the second supervisory audit of the QMS for compliance with requirements of 
ISO/TS 16949 in order to confirm the certificate issued by TUV NORD CERT GmbH (Essen, 
Germany);

•	 a re-certification audit of the existing environmental management system for compliance 
with the requirements of the international standard ISO 14001:2004;

•	 the first supervisory audit of the existing occupational health and industrial safety 
manage ment system for compliance with the requirements of the international standard 
OHSAS 18001:2007;

•	 the second supervisory audit of the existing quality management system for com-
pliance with the international and industrial standards ISO 9001:2008 and 
STO Gazprom 9001-2012.

In April 2014, OEMK successfully confirmed the compliance of the occupational health and 
industrial safety management system with the requirements of the international standard 
OHSAS 18001:2007.

Development of long-term partnership with the customers allows 
the Company to maintain a high level of competitiveness.

In 2014, the Company 
concluded the following 
long-term contracts:
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