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MMK has released its 3Q09 figures, which turned out worse than consensus, but, as 
we expected, stronger than 2Q09 results: revenue increased by 35% q/q to $1.4 bn, 
operating profit jumped 4.5x times to $82 mn. EBITDA (GPB calculation) increased 
by 33% q/q to $268 mn, while EBITDA margin remained flat at 19%. Net income 
went up by 29% q/q to $76.  

The company accumulated cash and cash equivalents of $575 mn, gross debt stood at 
$1.5 bn, cash generated from operating activities amounted to $657 mn.  

At first glance, the results look rather disappointing – weaker than the market con-
sensus. However, the figures of the parent company are strikingly strong. 

We think that the negative surprise is attributed to the increase in SG&A expenses 
and less than expected pace of revenue growth. Specifically, although MMK increased 
the top line, it could not meet the market consensus of $1.5 bn. Moreover, SG&A 
expenses were up by 35% q/q, which is the same as q/q revenue change. As a result, 
EBITDA (GPB) was $309 mn, worse than the consensus of $361 mn, which trans-
lated into weaker bottom line performance and net income profitability.  

Importantly, the results declined mostly due to less effective work of MMK’s subsidi-
aries – the results of the parent company definitely look strong: EBITDA (MMK) in-
creased by 87% q/q, EBITDA margin jumped to 28% from 23% in 2Q09, net profit 
tripled to $152 mn with net income margin of 11%.  

Our outlook on the company remains positive for two main reasons that will drive 
the company value in 2010: 

 MMK is going to consolidate Belon’s financials starting from 4Q09, though the 
consolidated EBITDA profitability will remain the same because of the miner’s 
less healthy financials, which might have a temporary negative effect on MMK. 

 MMK keeps its strategy that stresses organic growth, which includes develop-
ment of Mill 5000, construction of cold-rolling Mill 2000 (automotive steel) and 
carrying out the MMK-Atakas project in 2010.  

We continue to consider MMK the cheapest steel player in the Russian universe, 
looking very attractive compared to its international peers – MMK’s FY10E 
EV/EBITDA is 5.6x, P/E – 10.1x. We think that the value of the company’s subs takes 
a relatively small part (10–12%) in the company’s overall valuation, i.e. the results of 
the parent company should be awarded by the market – it obviously has very im-
pressive value creation ability. We reiterate our positive view on the company.  

ММК: 3Q09 consolidated financial results, $ mn 
  1Q09 2Q09 3Q09 3Q/2Q 3Q09C 3QC/3QA 

Revenue 965 1 038 1,404 35% 1,505 7% 
COGS 853 859 1,061 24%   
Gross profit 112 179 343 92%   
SG&A 158 164 221 35%   
Operating profit -45 17 82 382%   
EBITDA (ММК) 99 207 309 49% 361 17% 
EBITDA (GBP) 115 202 268 33%   
Net income/loss -110 59 76 29% 138 82% 
Gross margin 12% 17% 24% 42%   
EBITDА margin (ММК), % 10% 20% 22% 10% 24%  
EBITDА margin (GBP), % 12% 19% 19%    
Net income margin, % negative 6% 5%  9%  
Operating results       
Salable products, mln t 1.92 1.92 2.60 36%   

C – consensus, A – actual   
Source: company, Interfax 

   

MMK: 3Q09 results show tactical weakness,  
but outlook is positive 



18.12.2009 
 
Research Department 
+7 (495) 988 -23-44 

 
 
 
 
 
 
 

 2 
Mechel: strong 3Q09 results – positive outlook

 

Gazprombank 
HQ: 16/1 Nametkina str., Moscow 117420, Russia 
(Office: 63 Novocheremushkinskaya St.) 

Research Department 
Andrei Bogdanov 
Head of Research 
 +7 (495) 988 23 44 

Equity/Fixed Income Strategy  Oil & Gas, Electric Utilities Macroeconomics & Banking 
Andrei Bogdanov  
Artem Arkhipov 
Anna Bogdyukevich 

Ivan Khromushin  
Dmitry Kotlyarov 

Artem Arkhipov 
Anna Bogdyukevich 

+7 (495) 988 23 44 
Andrei.Bogdanov@gazprombank.ru 
+7 (495) 980 41 82 
Artem.Arkhipov@gazprombank.ru 
+7 (495) 983 18 00 доб. 54085 
Anna.Bogdyukevich@gazprombank.ru 

+7 (495) 980 43 89 Ivan.Khromushin@gazprombank.ru 
+7 (495) 913 78 26 
Dmitry.Kotlyarov@gazprombank.ru 

+7 (495) 980 41 82 
Artem.Arkhipov@gazprombank.ru 
+7 (495) 983 18 00 доб. 54085 
Anna.Bogdyukevich@gazprombank.ru 

Metals & Mining Telecom & Media FMCG & Retail 
Sergei Kanin Andrei Bogdanov 

Anna Kurbatova 
Rustam Shikhakhmedov 

+7 (495) 988 24 06 
Sergei.Kanin@gazprombank.ru 

+7 (495) 988 23 44 
Andrei.Bogdanov@gazprombank.ru 
+7 (495) 913 7885 
Anna.Kurbatova@gazprombank.ru 

+7 (495) 428 50 69 
Rustam.Shikhakhmedov@gazprombank.ru 

Transport & Car Manufacturing 
Alexei Astapov 

+7 (495) 428 49 33 
Aleksei.Astapov@gazprombank.ru 
 

Fixed Income 
Artem Arkhipov 
Yakov Yakovlev 
+7 (495) 980 41 82 
Artem.Arkhipov@gazprombank.ru 
+7 (495) 988 24 92 
Yakov.Yakovlev@gazprombank.ru 
 

Editor/Translator 
Tatiana Kurnosenko 
+7 (495) 983 18 00 ext. 54084 
Tatiana.Kurnosenko@gazprombank.ru 

Julia Melnikova 
+7 (495) 983 43 81 
Julia.Melnikova@gazprombank.ru 
 

Debt Product Department 
Pavel Isaev  
Head of DPD 
+ 7 (495) 980 4134 
Pavel.Isaev@gazprombank.ru 

Equity Product Department  
Maxim Shashenkov 
Head of Equity 
+7 (495) 988 23 24 
Maxim.Shashenkov@gazprombank.ru 

Debt Capital Markets Fixed Income Sales and Trading Equity Sales and Trading 
Igor Eshkov 
Head of DCM, Executive 
Director 
+ 7 (495) 429 96 44                
Igor.Eshkov@gazprombank.ru 

Andrei Mironov 
Head of FI S&T, Executive Director 
+7 (495) 428 2366 
Andrei.Mironov@gazprombank.ru 

Sales 
 

Konstantin Shapsharov 
Director 
+7(495) 983 18 11 
Konstantin.Shapsharov@gazprombank.ru 

          
Evgeniy Tereschenko  
+7 (495) 428 49 80 
Evgeniy.Tereschenko@gazprombank.ru 
 

Maria Bratchikova 
+7 (495) 988 24 03 
Maria.Bratchikova@gazprombank.ru 

Trading 
 
Valeriy Levit 
Director 
+7 (495) 988-24-11  
Valeriy.Levit@gazprombank.ru 
 

Equity Capital Markets 
Andrey Chicherin 
+7 (495) 983 19 14 
Andrey.Chicherin@gazprombank.ru 

Online Brokerage 

 
 Sales 

 

Dmitry Kuznetsov  
+7 (495) 428 49 80 
kuzd@gazprombank.ru 
 
 

Ilya.Remizov  
+7 (495) 983 18 80                  
Ilya.Remizov@gazprombank.ru  
 
Sergey Yablonskiy  
+7 (495) 719 17 74 
sy@gazprombank.ru 
 
 

Andrey Blokhin 
+ 7 (495) 983 17 28 
Andrey.Blokhin@gazprombank.ru 

 

 
Copyright © 2003-2009. Gazprombank (Open Joint Stock Company). All rights reserved 
This report has been prepared by the analysts of Gazprombank (Open Joint – stock Company) (hereinafter – GPB (OJSC)) and is based on information obtained from public sources believed to 
be reliable, but is not guaranteed as being accurate. With exception of information directly pertaining to GPB (OJSC), the latter accepts no liability for accuracy and completeness of information 
herein. All opinions and judgments herein represent analysts’ personal opinion regarding events and situations described and analyzed in this report. They should not be regarded as the GPB 
(OJSC) position and are subject to change without notice, also in connection with new corporate or market events appearing. GPB (OJSC) is not under any obligation to update, amend this report 
or notify anyone on it. Financial instruments mentioned herein may be unsuitable for certain categories of investors. The report shall not be the only basis for investment decision. Investors shall 
make investment decisions at their own discretion, inviting independent consultants, if necessary, for their specific interests and objectives. Authors accept no liability whatsoever for any actions 
arising out of the use of this report. 
Information contained herein or in appendices hereto is not to be construed as solicitation, or an offer to buy or sell any securities or advertisement, unless otherwise directly stated herein or in 
appendices hereto. 
 


