‘Russia's steel industry – prospects in the era of value creation’

                   Brian Levich, Senior Steel Analyst “Metal Bulletin”

The Russian steel industry has evolved at a rapid pace in the past three years – not least in the pursuit of value-added strategies in reaction to various domestic and international structural constraints. It is these unique constraints that have made the Russian steel industry the most dynamic and strategically important market today. Moreover, it is these constraints that dictate and formulate the evolutionary path of the Russian steel industry. 
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Massive consolidation in Russia in recent years means that four 

steel groups control 70% of the market

Value maximisation strategies have been adopted, many in tandem with one another, for the sole purpose of business survival in today's harsh steel environment. This paper will attempt to show that these constraints have meant that the Russian steel industry is now gearing itself to being well positioned in the next era of value creation. 

Three principal factors have influenced business behavior in Russia's steel industry:

a) the host of anti-dumping restrictions on finished steel products being faced particularly since the Asian Crisis of 1998,

b) The problems of rising internal cost structures e.g. rail transportation, 

c) Steel price volatility on the export market.

d) Difficulties in raising western finance

Section 201 sparked a further round of global steel protectionism. The effects of which culminated throughout 2001 in sharp declines in Russian production and export volumes against the backdrop of low international steel prices.
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The story, however, significantly changed in early 2002 when China's importance on the global steel stage reached a crescendo. China's global import share rose from 5% in 1997 to around 12% in 2002 -effectively replacing the USA’s role as "export destination of first choice". The upshot has been to reverse Russian production and export declines that were prevalent in 2001. 

Key highlights in 2002 were:

· Russian flat steel production increased 8% in 2002 with the industry operating at 76% capacity utilisation for all HR flat products, including slabs, compared to only 55% in 1997. 

· Russia increased exports volumes significantly mainly towards China, and to a lesser extent also to the ASEAN and Middle Eastern steel markets. Russian HR and CR coil exports rose 29% and 7% respectively. Total flat steel exports rose 21% during the  year.

China had therefore offered Russian steelmakers the opportunity to strategically focus on high-value downstream steel product sales into a seemingly endlessly growing Chinese market.
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However, as recent events have shown with the collapse of Chinese import prices, a new problem has suddenly emerged. CIS steel mills in the future could face the problem of falling Chinese import demand at a time when Russian finished steel exports are structurally over-exposed to the Chinese market. 

· China is rapidly building new capacities as part of import-substitution policies,

· There is no slowdown in Chinese production volumes,

· Quotas already in place could easily increase over time with added threats of anit-dumping duties imposed in the near future,

· Strong competition is already being met by other regional competitors attempting to off-load their excess outputs onto the Chinese market.
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Total Chinese HR imports in 2002 were a little over 3m tonnes. 

Russia's share is large at 21%
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As this chart indicates the CIS accounted for 56% of all Chinese HR coil imports in 2002. Given rapid increases in Chinese HR capacities forecast over the next five years, Russian reliance on China for downstream product sales could be on a downward, albeit steady, trend over the period.  This is not to say that China will not to continue to be an important export destination for Russian steel in the short-term. Rather the point is that there is a real danger in over-relying on the Chinese market on the part of Russian steelmakers given long-term beginning to emerge.

It is against this backdrop that necessary strategies are being adopted by Russian steel managers, which have important implications on the global steel industry. Some of these will now be examined. 

a) Specific product utilisation
With limited exceptions, Russia remains largely a commodity-grade producing region. But this is a market specialisation in itself allowed by such low costs of steel production relative to other steel producers and demand for such low-spec products still very much in abundance in the Middle East and Asia. In particular, merchant slab supply forms a strong tradition in the Russian steel industry and there are, in MBR’s view, much greater opportunities for expansion in this product group. 

Given today’s global shortage in steel slab, MBR expects Russian slab exports to continue their dominant presence and even increase over the next five years. The thing about slab is that it generally follows the principle of  “Say’s Law”  - an economic concept that dictates that “supply creates its own demand”. Put simply, if slab supply were to increase this would automatically produce customers for that supply.  

Western steelmakers, burdened by heavy costs at the melting end of production, are actively looking to “out-source” their cost positions towards the much cheaper emerging markets. 

MBR questions the taboo that semis sales are somehow something to be "frowned-upon". On the contrary, assuming Russia's extremely low cost structure relative to Western producers remains stable, and given current obstacles in Russian finished steel exports, merchant slab sales could continue to be a very profitable business avenue for Russian steelmakers. 

Here is a simple working example of how Western steelmakers can reduce their cost structures by outsourcing slabs and at the same time represents an opportunity for Russian steelmakers.

I have chosen a very relevant example at the moment – namely the UK’s Corus steel operation. It has been well reported for some time now that with its financial problems, the future of Corus UK’s Teesside works is in doubt in the long term. Now that Teesside looks like being classed as an independent stand-alone business unit, separate from other Corus rolling operations, this now opens the possibility that Corus’ other rolling operations could now tender for slabs on the open market. 

Taken from MBR's Steel Cost Study, the relative cost structure differences between Corus and Novolipetsk  shows that on an operating cost basis slabs produced at Corus are on average 33% more expensive than Novolipetsk slabs. 
MBR’s analysis shows that Corus’ selling prices of HR coils rolled from Russian slabs compared to its own would net an extra profit margin of $37/tonne to Corus. As such, Russian steel mills, if they choose to or are forced to, can actively exploit the long-term trend for Western steelmakers in reducing their investments and reliance on the coke and blast furnace end. Moreover, if the current rate of investment in Russia's own primary end continues this could theoretically mean a number of Western CR and HDG producers finding their hot-ends largely obsolete over the next ten years.
b) Foreign acquisitions/joint ventures 

For those Russian producers with sufficient funds, and looking to maximise value creation against the backdrop of Chinese market uncertainty and global protectionism, there is another strategic option open. Where Russia has differentiated itself from other Central and East European markets, has been its rapid move to becoming an "acquirer" of Western steel interests. In a clever ploy to by-pass US and EU quotas on finished-steel exports, acquiring Western re-rolling lines would afford Russia the opportunity to ship slabs and billets to these markets and compete with Western steelmakers on finished steel products. 

Undoubtedly, this is the latest and most exciting value-creating trend to have emerged from the Russian steel sector. Moreover, MBR expects greater aggressiveness in Russian steel mills’ desire to expand their acquisitions of foreign steel finishing lines driven by enormous profit opportunities on the cost side. 
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Some examples of this trend already include the following:
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c) Domestic market consolidation strategies: 

However, there is one further strategic prospect in store over the next ten years, namely internal market consolidations to best tap into a growing domestic steel market. The potential benefits consolidation brings to the West also applies to Russia. These include: adding to the volume of group production, generating economies of scale; gaining additional market reach, both in geography and of product portfolios and application areas; accessing new and/or proprietary technology to gain new product development portfolios and perhaps most importantly to win further influence in political and – most critically – financial terms to assist with corporate strategy and survival. Above all consolidation brings the prospect of production rationalization and pricing power with final domestic and export customers.
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MBR forecasts that Russian domestic consumption will substantially increase over the next five to ten years allowing Russian producers to offset the volatility of export markets. GDP growth is expected to increase between 4-6% per annum over the next seven years and we believe that Russian domestic consumption is expected to continue its upward trend.  MBR forecasts domestic demand could rise from 25m tonnes in 2002 to 29m tonnes by 2005 and 35m tonnes by 2010. 
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Massive consolidation in Russia in recent years means that four 

steel groups control 70% of the market

The Russian domestic market currently consumes around 58% of flat steel production and almost 88% of long product output (excluding billets). As such, given the importance of the domestic market, and its potential to increase over the long term, the rise of Russian steel groups has been very rapid indeed. 

While beyond the scope of this presentation to go into too much detail, suffice to say that fierce internal consolidation and “power battles” that have emerged to date are only expected to continue as part of on-going cost-cutting and market share struggles. 
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Already, MBR estimates that only four key steel groups have now emerged to control around 70% of the domestic market: Severstal; Evrazholding-Novolipetsk (Russian Steel); Gazmetal (links with Nosta and OEMK) and Magnitogorsk. In this respect the formation of 'Russian Steel', is perhaps the most significant step. Russian Steel is the co-ordination of marketing and pricing strategies between Novolipetsk and Evrazholding, which is already in operation, formed as a direct reaction to the perceived power threat from the Severstal group. It seems only a matter of when rather than how these production facilities will eventually be co-ordinated together under a single management structure. 

Moreover, with Evrazholding keen to obtain the 18% stake in the upcoming government sell-off of Magnitogorsk, there is a possibility that two large-scale groups will eventually come to dominate Russia's domestic and export market over the next five years. One will be Severstal and the other will be a Magnitogorsk-Novolipetsk-Evrazholding alliance.

To sum up, global networking strategies mentioned essentially offers a two-way opportunity. Firstly it benefits Western steel plants in sourcing steel from low-cost producers. Secondly, low-cost producers, who often face anti-dumping legislation in the US and EU markets, will benefit from lucrative access to these markets. The added good news for Russian steelmakers is that the domestic steel consumption is forecast to rise at a time when rapid internal consolidation will help them to maximize value sales and profit margins. Despite the constraints on the export market, MBR believes that Russia is steadily gearing itself to be a winner on the global steelmaking stage.
� EMBED Excel.Sheet.8  ���




















� EMBED Excel.Sheet.8  ���





� EMBED Excel.Sheet.8  ���








[image: image5.wmf]Russian year-on-year % change in HR sheet/coil 

production and export volumes

-60%

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

Jan

01

Mar

01

May

01

Jul

01

Sep

01

Nov

01

Jan

02

Mar

02

May

02

Jul

02

Sep

02

Nov

02

HR production

 HR exports

Russian HR exports relative to 

production have increased 

considerably due to strong 

Chinese demand. 

Low prices and steel 

protectionism forced 

production and export 

cutbacks

[image: image6.wmf]Chinese HR coil imports (below 3mm) by major 

country of origin during 2002

South Korea

6%

Other

9%

Russia

21%

Ukraine

21%

Kazakhstan

14%

Japan

18%

Taiwan

11%

Total Chinese HR imports in 2002 were a little over 3m tonnes. 

Russia's share is large at 21%

[image: image7.emf]Status Foreign steel companies

Severstal

Considered

US Rouge Steel enabling access to US car sheet market

Portugal's Lusosider (before Corus sold it to CSN)

Poland's PHS  (beaten by LNM group)

Considering

Hungary's Dunaferr

Poland's Huta Czestochowa  plate mill

MBR expects Severstal to acquire a Western European galvanising operation in 

the next five years
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Owns
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Magnitogorsk

Considered
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Mechel Group

Considering
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Russian HR exports relative to production have increased considerably due to strong Chinese demand.

Source: MBR

Low prices and steel protectionism forced production and export cutbacks

HR production

HR exports

Russian year-on-year % change in HR sheet/coil production and export volumes

-0.0478112115

0.1498973306

-0.1148108684

-0.2577132486

-0.090492459

-0.3086053412

-0.0803679917

-0.520383693

0.0344091758

-0.2684478372

-0.0646577193

-0.3311688312

-0.041078629

-0.2142857143

0.0136019284

-0.3058419244

-0.0882819678

-0.2670157068

-0.0949185043

-0.4478114478

-0.0477192982

-0.3811320755

-0.0576850095

-0.2378881988

-0.0881702598

-0.2346428571

0.0824556124

0.4222493888

0.0120018323

0.2034334764

0.0789920725

0.3255

0.0657555441

0.0979130435

0.0708419818

-0.2

0.1044240035

0.2869179601

0.0785629353

0.9829207921

0.1213814584

0.69

0.154757319

0.4521341463

0.0809690494

0.3920731707

0.2159685864

0.5463189351



Capacity

		

				Crude steel cpacaity of major Russian steel makers in 2002

						BOF		EAF		OH

				Kuznetsky		-		800		3,500

				Novolipetsk		8,000		440		-

				Magnitogorsk		8,000		50		2,500

				Mechel		3,240		1,090		-

				Nizhny Tagil		3,500		20		2,100

				Nosta		-		700		3,800

				OEMK		-		2,000		-

				Severstal		7,800		1,700		1,300

				Zapsib		6,900		100		-

																Severstal						Novolipetsk						NOSTA (Orsk-Khalilovsk)						Magnitogorsk								Mechel						Kuznetsky (KMK)						Nizhny Tagil (NTMK)								ZapSib (West Siberian Steel Works)						Oskol Electric Steel Works (OEMK)

																		Capacity						Capacity																		Coke capacity		3.1				Coke capacity		1.96				Coke capacity		n/a						Coke capacity		5.2				Iron ore pelletizing		2.6

																Coke oven capacity		4.76				Coke capacity		4.81				Coke capacity		3.1				Coke capacity		5.36						Pig iron capacity		4.3				Pig iron capacity		3.00				Pig iron capacity		4.29						Pig iron capacity		8.2				DRI capacity		1.7

																Pig iron capacity		9				Pig iron capacity		9.493				Pig iron capacity		3.6				Pig iron capacity		9.01						Crude						Crude steel		4.51				Crude steel		4.88						Crude		6.9				Crude		2.06

																Crude steel capacity		9.1				Crude steel capacity						Crude		4.25				Crude		12.05						1250mm  blooming mill with continuous-billet mill		5.3				1100mm blooming mill		4.66				1150mm blooming mill		4.35						1300mm blooming mill with continuous-billet mill		7.664				Continous billet and rolling facilities		1.45

																Total billet and slab continous casting capacity		8.1				Two wide steckel HR mills		0.35				1250mm blooming mill		3.985				Continous casting for billets/slabs		n/a						780mm heavy section mill		0.616				750mm billet-producing mill		0.59				800mm rail-and-structural mill		1.40						250mm small section/bar mill No. 1		1.8				700mm bar mill		1.406

																reversing slabbing and blooming mill		5.5				2,000mm HR sheet mill		6.5				950/800mm heavy section mill		1.465				1150mm blooming mill No.2		4						Mill 350mm medium section mill		0.171				750mm rail and structural mill		1.40				650mm heavy section mill		1.20						250mm small section/bar mill No. 2		1.368				350mm bar mill

																Continous billet		3.1				2030mm CR mill		2.5				2,800mm plate mill		1.255				Mill 500mm heavy section		1.083						Mill 300mm No. 2 medium section mill		0.421				Mill 500mm bar mill		1.03				Tyre mill		0.15						250mm wire rod mill		1

																350mm medium section mill		1.05				1400mm CR mill		0.66				800mm universal mill		0.75				Mill 300mm No.1 medium Section		0.79						Mill 240mm No. 3		0.144				Mill 450mm bar mill		0.22				Wheel-rolling		0.23						450mm shapes mill		1.6

																280mm light section mill		0.596				HDG line		0.5										Mill 300mm No.2 wire rod		0.565						250mm small section mill		0.854				Mill 360mm bar mill		0.20				Universal beam mill		1.60

																280mm wire rod mill		0.45				Organic coating line		0.14										Mill 300mm No.3 light section		0.67						250mm wire mill		0.864				Mill 280mm bar mill		0.14

																150mm wire rod mill		0.8																Mill 250mm No. 1 wire rod		0.403						780mm heavy bar mill		0.14				2150mm heavy plate mill		0.52

																One 2,800/1,700mm heavy plate		0.3																Mill 250mm No. 2 light section		0.617						2300/1700mm HR strip mill		1.015																				\

																2,000mm HR strip mill		5.5																4500mm plate mill		0.472						1700mm CR mill		0.15

																1,700mm CR mill		1.125																2350mm wide hot strip mill		0.621														1.59

																1,700mm CR mill		1.5																2500mm hot strip mill		5.025

																HDG mill		0.5																2500mm CR mill		1.65

																Electrical steel		0.14																630mm CR mill		0.4

																																		2000mm CR mill		2.0

																																		1450mm CR mill (rolling shop No. 2)		0.436

																																		2000mm HR wide strip mill		4.9





Capacity 1

		

				Major Russian steel mill capacities (m tonnes)

						Employees		Type		Crude		HR		Plate		CR		Sections		Bar		Wire rod		Notes

				Beloretsk		11,243				9.1												0.6		Modernization programme under way. Part of the Mechel/Conares group

				Chusovskoi (OMK Group)		8,000		BOF/OH		0.6								0.6						Part of the OMK pipe group

				ElectroStal		6,500		EAF		0.8		-												Majority owned by employees

				Guryevsk		2,500		OH		0.2								0.3						Very old mill

				Kuznetsky		32,000				4.5				0.5				1.4		1.6				Part of the Evrazholding Group

				Magnitogorsk		33,431		BOF/OH		12.05		10.5		0.5		4.5		3.2				0.96		Replace OH with EAF, new CR 800,000 tpy investment and 320,000 tpy galvanising line

				Mechel		27,000		BOF/EAF		2.8		1.0				0.2		2.2		0.1		0.9

				Nizhny Tagil		30,000		BOF/OH		4.9								4.2						Part of the Evrazholding Group. Installation of new VAI slab caster and plans to add heavy plate line

				Nizhny Sergy		1,600		OH		0.2								0.3						Installed wire rod block to rolling mill

				Novolipetsk		45,000		BOF/EAF				6.9				3.2								Heavily investing in organic and HDG capacity

				Omutninsk		3,500		OH		0.2								0,18 combined						Very aged mill

				Nosta		22,000		EAF/OH		4.3				1.3				1.5		0.8

				OEMK (Oskol)		13,000		EAF		2.1										1.4				Gazmetal (subsidiary of Gazprom) is principal owner. New 350mm bar rolling mill installed and plans to increase billet mill to 2.4m tpy

				Petrovsk-Zabaykalsky		2,000		OH		0.3								0,3 combined

				Revdinsky		5,000		OH		0.3												0.3

				Salda Steel		3,000		EAF										0,8 combined						EAF capacity is idle through lack of funding

				Serov Steel		-		OH		1.0								0.6		0.2				Majority owned by Pipe group UGMK. Plans to upgrade to EAF technology, and upgrading its bar mill

				Severstal		45,490		BOF/EAF/OH		9.1		5.5		0.3		2.6		1.7				1.3		Star performer of the Russian steel industry. Looking to acquire finishing lines abroad. OH furnaces no longer exist as of 2003

				Sulinsky Steel		3,400		EAF		0.1										0,1 combined				Majority owned by scrap group MAIR

				Zapsib (West Siberian)		28,000		BOF		6.9								4,76 combined				1.6		Part of the Evrazholding Group. Plans to install a second wire rod mill and billet and slab casters

				Zlatoust				EAF		0.7										0.4				Sells mostly alloy products.

				Total		322,664		-		60.0		23.9		2.5		10.4		32,0 combined

												Capacity		Start-up		Cost

								Magnitogorsk		HDG		0.5		Jun 02

										CR mill		0.8		Jul 02

										Bell annealing				2004

										Modernisation of two pickling lines

										EAF mini-mills		0.3

								Severstal





Output longs

		

				Russian billet and finished long product production, trade and apparent consumption between 2000- 2002, ('000 tonnes)

						1998		1999		2000		Q1 01		Q2 01		Q3 01		Q4 01				2001		Q1 02		Q2 02		Q3 02		Q4 02				2002		% change

						17,307		23,652		26,064		6,611		6,970		6,878		6,893				27,353		6,518		7,011		6,944		6,846				27,319		-0%

						4,058		3,066		2,821		512		569		693		620				2,394		669		479		671		753				2,573		7%

				Including

				wire rod		-		-		973		193		162		234		248				837		319		191		207		262				978		17%

				rebar		-		-		650.9		144		177		262		193				776		177		137		279		282				875		13%

				channels/sections		-		-		847		170		230		197		178				775		174		151		185		210				719		-7%

				Excluding

				billets & blooms		-		-		-		2,393		2,512		2,624		2,514				10,043		3,194		2,746		3,451		3,403				12,793		27%

						798		489		752		157		256		82		120				614		66		96		69		28				259		-58%

				wire rod		-		-		66.4		26		20		2		5				53		4		5		3		31				42		-21%

				rebar		-		-		219.8		33		55		12		24				124		12		14		11		29				65		-47%

				channels		-		-		434.9		65		131		40		69				305		35		65		38		81				219		-28%

						4,058		3,066		23,976		6,256		6,657		6,267		6,394				25,573		5,914		6,628		6,341		6,121				25,005		-2%

						-		-		-		3,441		3,699		3,217		3,442				13,799		2,388		3,456		2,541		2,374				10,759		-22%

																						17,310												14,525

				Source: MBR

								1997		1998		1999		2000		2001		2002

						Long product output		9859		8585		15504				17310		14525

						Beam & Channels		925		694		540

						Heavy Sections		2615		1248		1210

						Shapes		893		1009		770																																Wirerod production on main Russian combines

						Light sections		1616		1757		1760																																Combine		1994		1995		1996		1997		1998		1999		2000		2001

						Rebar		1914		2176		1970																																Severstal		614,3		313,2		592,4		246,5		191,5		166,1		204,8		220,5

																																												MMK		342,0		349,8		273,7		132,7		134,2		193,0		239,7		201,8

						Wire rod		1889		1838		1830		1978		1745																												Mechel		559,5		492,5		616,1		604,4		486,4		337,5		330,7		460,1

						Rebar 6-22mm		1277		1427		1464		1578		1715																												ZapSib		653,2		648,8		625,8		658,5		744,3		751,0		798,6		775,2

						Rebar 25-28mm		609		715		448		462		514

						Rebar 28-32mm		27.4		32.4		50.8		29.7		38.7

						Beams Channels





Output flats

		

						Russian flat steel production, trade and apparent consumption statistics '000 tonnes

										1997		1998		1999		2000		2001		2002		y-o-y % ch.

						Flats production		Total		17,451		16,447		16,933		20,233		19,345		20,919		8%

								Hot-rolled		11,878		11,715		11,513		13,818		13,033		14,078		8%

								Cold-rolled		5,573		4,732		5,598		6,403		6,312		6,841		8%

								Coated		1,206		1,316		1,315		1,404		1,411		1,694		20%

								Galvanized		895		991		923		966		932		1,118		20%				Redo

								Tin/TFS		311		322		335		344		342		627		83%				Look at Bulgarian exports

						Exports		Total		7,784		9,592		9,297		9,972		8,012		9,732		21%

								Slabs		2,812		2,893		4,504		4,548		4,509		4,066		-10%

								Hot-rolled		7344.7		7752.7		5,982		7,438		5,224		6,758		29%

								Cold-rolled		2239.1		1754.3		2,040		2,534		2,788		2,994		7%

								Coated		414		538		519		563		354		442		25%

						Imports		Total		694		631		554		602		930		704		-24%

								Hot-rolled		391		311		279		381		592		437		-26%

								Cold-rolled		216		197		145		220		360		267		-26%

								Coated		87		123		130		356		475		315		-34%

						Apparent consumption		Total		10,361		7,486		8,190		10,863		12,263		11,891		-3%

								Hot-rolled		4,924		4,273		5,810		6,761		8,401		7,757		-8%

								Cold-rolled		3,550		3,175		3,703		4,089		3,884		4,114		6%

								Coated		879		902		926		1,197		1,532		1,567		2%

										30,337		27,801		28,343		35,451		33,955		35,513

																				59%

																		82%		11790.771

								99





exports-imports

		

						Russian steel exports 1997-2002 (metric tonnes)

								1997		1998		1999		2000		2001		2002		% change

						Flat products		7,784,497		9,592,445		9,297,728								0%

						Slabs		2,812,642		2,893,137		4,504,711

						Plates		3,478,905		4,536,518		2,819,114								0%

						HR sheets/coils		2,381,583		3,014,565		3,947,766								0%

						CR sheets/coils		1,510,384		1,503,770		2,011,758								0%

						HDG		269,406		377,192		400,826								0%

						Tinplate		144,219		160,400		118,264								0%

						Long products		4258		3491		3345								0%

						Billets		5395		2952		5391								0%

						Wire rod		1414		1348		1238								0%

						Rebar and bar		1561		1024		710								0%

						Heavy sections		989		812		1013								0%

						Other long products		292		305		384								0%

								17,451,000		16,447,000		16,933,000		20,233,000		19,345,000		20,919,200

								14,638		13,554		12,428

								8,673		10,444		11,272

								1,510		1,504		2,012

								414		538		519

								1000

								1000





Charts

		

																						South Korea		6																Magnitogorsk		17

																						Other		9																Novolipetsk		15

																						Russia		21																Chelyabinsk		6

																						Ukraine		21																Evrazholding		23

																						Kazakhstan		14																Nosta		4

																						Japan		18																OEMK		5

																						Taiwan		11																Severstal		17

																																								Others		13

																																										100

																Russia

																		IP 1995=100		GDP		Crude m tonnes

																1993		-14.1		-8.67		58.346

																1994		-20.9		-11.52		48.812

																1995		-7.15		-4.1		51.589

																1996		-4.47		-3.5		49.253

																1997		1.92		-0.9		48.442

																1998		-10.56		-4.92		43.822

																1999		11.02		5.03		49.759

																2000		11.85		9.09		57.587

																2001		5.05		5.06		57.529

																2002		3.81		4.3		58.567

																2003		3.4		4.48

																2004		4.27		4.36

																2005		4.38		4.38

																2006		3.93		4.38

																2007		3.3		4.38

																														Long steel product ouptut and consumption in Russia 1997-2002 '000 tonnes

																																1997		1998		1999		2000		2001		2002

																														Long product output excluding semis for export		12,886		11,354		11,410		15,218		14,610		14,594

																														Including:

																														Railway Rails (wide line)		800		581		679		988		945		944

																														Beams & Channels		925		694		638		1,430		1,377		1,375

																														Heavy sections		2,612		1,248		1,260		1,896		2,032		2,036

																														Including rebar 32-40 mm		27		32		51		30		40		38

																														Shapes		893		1,009		787		873		936		936				15,218

																														including rebar 25-28 mm		609		715		448		462		514		512				3,300

																														Small sections		1,616		1,757		1,820		2,467		2,266		2,264

																														including rebar 6-22 mm		1,277		1,427		1,464		1,579		1,716		1,715

																														Wire rod		1,889		1,838		1,831		1,979		1,756		1,754

																														Structural steel, long products		2,238		2,053		2,432		3,514		3,028		3,020

																														Exports

																														Long products		4,258		3,491		3,345		3,017		3,000		2,059

																														Billets		5,395		2,952		5,391		4,712		5,214		2,677

																														Wire rod		1,414		1,348		1,238		958		885		744

																														Rebar and bar		1,561		1,024		710		80		201		195

																														Heavy sections		989		812		1,013		1,099		951		618

																														Other long products		292		305		384		880		963		502

																														Imports

																														Long products		550		528		422		687		534		192

																														Billets		2		3		2		1		0		0

																														Wire rod		98		84		27		41		33		5

																														Rebar and bar		80		90		119		153		106		29

																														Heavy sections		205		212		159		245		251		125

																														Other long products		134		142		117		248		144		34

																														Consumption

																														Rebar		432		1,240		1,371		2,144		2,174		2,099

																														Wire rod		573		574		620		1,062		904		1,015

																														Total long products		9,178		8,392		8,487		12,888		12,145		12,728

																																35%		27%		26%		23%		27%		17%

																																12,042		13,083		12,642		12,989		11,012		11,791





Charts
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Russian HR exports relative to production have increased considerably due to strong Chinese demand.

Source: MBR

Low prices and steel protectionism forced production and export cutbacks

HR production

HR exports

Russian year-on-year % change in HR sheet/coil production and export volumes
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Total Chinese HR imports in 2002 were a little over 3m tonnes. Russia's share is large at 21%

Chinese HR coil (below 3mm) by major country of origin during 2002



		



Massive consolidation in Russia in recent years means that four steel groups control 70% of the market

Russian steel producer shares in the 
domestic market in 2002
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Capacity

		

				Crude steel cpacaity of major Russian steel makers in 2002

						BOF		EAF		OH

				Kuznetsky		-		800		3,500

				Novolipetsk		8,000		440		-

				Magnitogorsk		8,000		50		2,500

				Mechel		3,240		1,090		-

				Nizhny Tagil		3,500		20		2,100

				Nosta		-		700		3,800

				OEMK		-		2,000		-

				Severstal		7,800		1,700		1,300

				Zapsib		6,900		100		-

																Severstal						Novolipetsk						NOSTA (Orsk-Khalilovsk)						Magnitogorsk								Mechel						Kuznetsky (KMK)						Nizhny Tagil (NTMK)								ZapSib (West Siberian Steel Works)						Oskol Electric Steel Works (OEMK)

																		Capacity						Capacity																		Coke capacity		3.1				Coke capacity		1.96				Coke capacity		n/a						Coke capacity		5.2				Iron ore pelletizing		2.6

																Coke oven capacity		4.76				Coke capacity		4.81				Coke capacity		3.1				Coke capacity		5.36						Pig iron capacity		4.3				Pig iron capacity		3.00				Pig iron capacity		4.29						Pig iron capacity		8.2				DRI capacity		1.7

																Pig iron capacity		9				Pig iron capacity		9.493				Pig iron capacity		3.6				Pig iron capacity		9.01						Crude						Crude steel		4.51				Crude steel		4.88						Crude		6.9				Crude		2.06

																Crude steel capacity		9.1				Crude steel capacity						Crude		4.25				Crude		12.05						1250mm  blooming mill with continuous-billet mill		5.3				1100mm blooming mill		4.66				1150mm blooming mill		4.35						1300mm blooming mill with continuous-billet mill		7.664				Continous billet and rolling facilities		1.45

																Total billet and slab continous casting capacity		8.1				Two wide steckel HR mills		0.35				1250mm blooming mill		3.985				Continous casting for billets/slabs		n/a						780mm heavy section mill		0.616				750mm billet-producing mill		0.59				800mm rail-and-structural mill		1.40						250mm small section/bar mill No. 1		1.8				700mm bar mill		1.406

																reversing slabbing and blooming mill		5.5				2,000mm HR sheet mill		6.5				950/800mm heavy section mill		1.465				1150mm blooming mill No.2		4						Mill 350mm medium section mill		0.171				750mm rail and structural mill		1.40				650mm heavy section mill		1.20						250mm small section/bar mill No. 2		1.368				350mm bar mill

																Continous billet		3.1				2030mm CR mill		2.5				2,800mm plate mill		1.255				Mill 500mm heavy section		1.083						Mill 300mm No. 2 medium section mill		0.421				Mill 500mm bar mill		1.03				Tyre mill		0.15						250mm wire rod mill		1

																350mm medium section mill		1.05				1400mm CR mill		0.66				800mm universal mill		0.75				Mill 300mm No.1 medium Section		0.79						Mill 240mm No. 3		0.144				Mill 450mm bar mill		0.22				Wheel-rolling		0.23						450mm shapes mill		1.6

																280mm light section mill		0.596				HDG line		0.5										Mill 300mm No.2 wire rod		0.565						250mm small section mill		0.854				Mill 360mm bar mill		0.20				Universal beam mill		1.60

																280mm wire rod mill		0.45				Organic coating line		0.14										Mill 300mm No.3 light section		0.67						250mm wire mill		0.864				Mill 280mm bar mill		0.14

																150mm wire rod mill		0.8																Mill 250mm No. 1 wire rod		0.403						780mm heavy bar mill		0.14				2150mm heavy plate mill		0.52

																One 2,800/1,700mm heavy plate		0.3																Mill 250mm No. 2 light section		0.617						2300/1700mm HR strip mill		1.015																				\

																2,000mm HR strip mill		5.5																4500mm plate mill		0.472						1700mm CR mill		0.15

																1,700mm CR mill		1.125																2350mm wide hot strip mill		0.621														1.59

																1,700mm CR mill		1.5																2500mm hot strip mill		5.025

																HDG mill		0.5																2500mm CR mill		1.65

																Electrical steel		0.14																630mm CR mill		0.4

																																		2000mm CR mill		2.0

																																		1450mm CR mill (rolling shop No. 2)		0.436

																																		2000mm HR wide strip mill		4.9





Capacity 1

		

				Major Russian steel mill capacities (m tonnes)

						Employees		Type		Crude		HR		Plate		CR		Sections		Bar		Wire rod		Notes

				Beloretsk		11,243				9.1												0.6		Modernization programme under way. Part of the Mechel/Conares group

				Chusovskoi (OMK Group)		8,000		BOF/OH		0.6								0.6						Part of the OMK pipe group

				ElectroStal		6,500		EAF		0.8		-												Majority owned by employees

				Guryevsk		2,500		OH		0.2								0.3						Very old mill

				Kuznetsky		32,000				4.5				0.5				1.4		1.6				Part of the Evrazholding Group

				Magnitogorsk		33,431		BOF/OH		12.05		10.5		0.5		4.5		3.2				0.96		Replace OH with EAF, new CR 800,000 tpy investment and 320,000 tpy galvanising line

				Mechel		27,000		BOF/EAF		2.8		1.0				0.2		2.2		0.1		0.9

				Nizhny Tagil		30,000		BOF/OH		4.9								4.2						Part of the Evrazholding Group. Installation of new VAI slab caster and plans to add heavy plate line

				Nizhny Sergy		1,600		OH		0.2								0.3						Installed wire rod block to rolling mill

				Novolipetsk		45,000		BOF/EAF				6.9				3.2								Heavily investing in organic and HDG capacity

				Omutninsk		3,500		OH		0.2								0,18 combined						Very aged mill

				Nosta		22,000		EAF/OH		4.3				1.3				1.5		0.8

				OEMK (Oskol)		13,000		EAF		2.1										1.4				Gazmetal (subsidiary of Gazprom) is principal owner. New 350mm bar rolling mill installed and plans to increase billet mill to 2.4m tpy

				Petrovsk-Zabaykalsky		2,000		OH		0.3								0,3 combined

				Revdinsky		5,000		OH		0.3												0.3

				Salda Steel		3,000		EAF										0,8 combined						EAF capacity is idle through lack of funding

				Serov Steel		-		OH		1.0								0.6		0.2				Majority owned by Pipe group UGMK. Plans to upgrade to EAF technology, and upgrading its bar mill

				Severstal		45,490		BOF/EAF/OH		9.1		5.5		0.3		2.6		1.7				1.3		Star performer of the Russian steel industry. Looking to acquire finishing lines abroad. OH furnaces no longer exist as of 2003

				Sulinsky Steel		3,400		EAF		0.1										0,1 combined				Majority owned by scrap group MAIR

				Zapsib (West Siberian)		28,000		BOF		6.9								4,76 combined				1.6		Part of the Evrazholding Group. Plans to install a second wire rod mill and billet and slab casters

				Zlatoust				EAF		0.7										0.4				Sells mostly alloy products.

				Total		322,664		-		60.0		23.9		2.5		10.4		32,0 combined

												Capacity		Start-up		Cost

								Magnitogorsk		HDG		0.5		Jun 02

										CR mill		0.8		Jul 02

										Bell annealing				2004

										Modernisation of two pickling lines

										EAF mini-mills		0.3

								Severstal





Output longs

		

				Russian billet and finished long product production, trade and apparent consumption between 2000- 2002, ('000 tonnes)

						1998		1999		2000		Q1 01		Q2 01		Q3 01		Q4 01				2001		Q1 02		Q2 02		Q3 02		Q4 02				2002		% change

						17,307		23,652		26,064		6,611		6,970		6,878		6,893				27,353		6,518		7,011		6,944		6,846				27,319		-0%

						4,058		3,066		2,821		512		569		693		620				2,394		669		479		671		753				2,573		7%

				Including

				wire rod		-		-		973		193		162		234		248				837		319		191		207		262				978		17%

				rebar		-		-		650.9		144		177		262		193				776		177		137		279		282				875		13%

				channels/sections		-		-		847		170		230		197		178				775		174		151		185		210				719		-7%

				Excluding

				billets & blooms		-		-		-		2,393		2,512		2,624		2,514				10,043		3,194		2,746		3,451		3,403				12,793		27%

						798		489		752		157		256		82		120				614		66		96		69		28				259		-58%

				wire rod		-		-		66.4		26		20		2		5				53		4		5		3		31				42		-21%

				rebar		-		-		219.8		33		55		12		24				124		12		14		11		29				65		-47%

				channels		-		-		434.9		65		131		40		69				305		35		65		38		81				219		-28%

						4,058		3,066		23,976		6,256		6,657		6,267		6,394				25,573		5,914		6,628		6,341		6,121				25,005		-2%

						-		-		-		3,441		3,699		3,217		3,442				13,799		2,388		3,456		2,541		2,374				10,759		-22%

																						17,310												14,525

				Source: MBR

								1997		1998		1999		2000		2001		2002

						Long product output		9859		8585		15504				17310		14525

						Beam & Channels		925		694		540

						Heavy Sections		2615		1248		1210

						Shapes		893		1009		770																																Wirerod production on main Russian combines

						Light sections		1616		1757		1760																																Combine		1994		1995		1996		1997		1998		1999		2000		2001

						Rebar		1914		2176		1970																																Severstal		614,3		313,2		592,4		246,5		191,5		166,1		204,8		220,5

																																												MMK		342,0		349,8		273,7		132,7		134,2		193,0		239,7		201,8

						Wire rod		1889		1838		1830		1978		1745																												Mechel		559,5		492,5		616,1		604,4		486,4		337,5		330,7		460,1

						Rebar 6-22mm		1277		1427		1464		1578		1715																												ZapSib		653,2		648,8		625,8		658,5		744,3		751,0		798,6		775,2

						Rebar 25-28mm		609		715		448		462		514

						Rebar 28-32mm		27.4		32.4		50.8		29.7		38.7

						Beams Channels





Output flats

		

						Russian flat steel production, trade and apparent consumption statistics '000 tonnes

										1997		1998		1999		2000		2001		2002		y-o-y % ch.

						Flats production		Total		17,451		16,447		16,933		20,233		19,345		20,919		8%

								Hot-rolled		11,878		11,715		11,513		13,818		13,033		14,078		8%

								Cold-rolled		5,573		4,732		5,598		6,403		6,312		6,841		8%

								Coated		1,206		1,316		1,315		1,404		1,411		1,694		20%

								Galvanized		895		991		923		966		932		1,118		20%				Redo

								Tin/TFS		311		322		335		344		342		627		83%				Look at Bulgarian exports

						Exports		Total		7,784		9,592		9,297		9,972		8,012		9,732		21%

								Slabs		2,812		2,893		4,504		4,548		4,509		4,066		-10%

								Hot-rolled		7344.7		7752.7		5,982		7,438		5,224		6,758		29%

								Cold-rolled		2239.1		1754.3		2,040		2,534		2,788		2,994		7%

								Coated		414		538		519		563		354		442		25%

						Imports		Total		694		631		554		602		930		704		-24%

								Hot-rolled		391		311		279		381		592		437		-26%

								Cold-rolled		216		197		145		220		360		267		-26%

								Coated		87		123		130		356		475		315		-34%

						Apparent consumption		Total		10,361		7,486		8,190		10,863		12,263		11,891		-3%

								Hot-rolled		4,924		4,273		5,810		6,761		8,401		7,757		-8%

								Cold-rolled		3,550		3,175		3,703		4,089		3,884		4,114		6%

								Coated		879		902		926		1,197		1,532		1,567		2%

										30,337		27,801		28,343		35,451		33,955		35,513

																				59%

																		82%		11790.771

								99





exports-imports

		

						Russian steel exports 1997-2002 (metric tonnes)

								1997		1998		1999		2000		2001		2002		% change

						Flat products		7,784,497		9,592,445		9,297,728								0%

						Slabs		2,812,642		2,893,137		4,504,711

						Plates		3,478,905		4,536,518		2,819,114								0%

						HR sheets/coils		2,381,583		3,014,565		3,947,766								0%

						CR sheets/coils		1,510,384		1,503,770		2,011,758								0%

						HDG		269,406		377,192		400,826								0%

						Tinplate		144,219		160,400		118,264								0%

						Long products		4258		3491		3345								0%

						Billets		5395		2952		5391								0%

						Wire rod		1414		1348		1238								0%

						Rebar and bar		1561		1024		710								0%

						Heavy sections		989		812		1013								0%

						Other long products		292		305		384								0%

								17,451,000		16,447,000		16,933,000		20,233,000		19,345,000		20,919,200

								14,638		13,554		12,428

								8,673		10,444		11,272

								1,510		1,504		2,012

								414		538		519

								1000

								1000





Charts

		

																						South Korea		6																Magnitogorsk		17

																						Other		9																Novolipetsk		15

																						Russia		21																Chelyabinsk		6

																						Ukraine		21																Evrazholding		23

																						Kazakhstan		14																Nosta		4

																						Japan		18																OEMK		5

																						Taiwan		11																Severstal		17

																																								Others		13

																																										100

																Russia

																		IP 1995=100		GDP		Crude m tonnes

																1993		-14.1		-8.67		58.346

																1994		-20.9		-11.52		48.812

																1995		-7.15		-4.1		51.589

																1996		-4.47		-3.5		49.253

																1997		1.92		-0.9		48.442

																1998		-10.56		-4.92		43.822

																1999		11.02		5.03		49.759

																2000		11.85		9.09		57.587

																2001		5.05		5.06		57.529

																2002		3.81		4.3		58.567

																2003		3.4		4.48

																2004		4.27		4.36

																2005		4.38		4.38

																2006		3.93		4.38

																2007		3.3		4.38

																														Long steel product ouptut and consumption in Russia 1997-2002 '000 tonnes

																																1997		1998		1999		2000		2001		2002

																														Long product output excluding semis for export		12,886		11,354		11,410		15,218		14,610		14,594

																														Including:

																														Railway Rails (wide line)		800		581		679		988		945		944

																														Beams & Channels		925		694		638		1,430		1,377		1,375

																														Heavy sections		2,612		1,248		1,260		1,896		2,032		2,036

																														Including rebar 32-40 mm		27		32		51		30		40		38

																														Shapes		893		1,009		787		873		936		936				15,218

																														including rebar 25-28 mm		609		715		448		462		514		512				3,300

																														Small sections		1,616		1,757		1,820		2,467		2,266		2,264

																														including rebar 6-22 mm		1,277		1,427		1,464		1,579		1,716		1,715

																														Wire rod		1,889		1,838		1,831		1,979		1,756		1,754

																														Structural steel, long products		2,238		2,053		2,432		3,514		3,028		3,020

																														Exports

																														Long products		4,258		3,491		3,345		3,017		3,000		2,059

																														Billets		5,395		2,952		5,391		4,712		5,214		2,677

																														Wire rod		1,414		1,348		1,238		958		885		744

																														Rebar and bar		1,561		1,024		710		80		201		195

																														Heavy sections		989		812		1,013		1,099		951		618

																														Other long products		292		305		384		880		963		502

																														Imports

																														Long products		550		528		422		687		534		192

																														Billets		2		3		2		1		0		0

																														Wire rod		98		84		27		41		33		5

																														Rebar and bar		80		90		119		153		106		29

																														Heavy sections		205		212		159		245		251		125

																														Other long products		134		142		117		248		144		34

																														Consumption

																														Rebar		432		1,240		1,371		2,144		2,174		2,099

																														Wire rod		573		574		620		1,062		904		1,015

																														Total long products		9,178		8,392		8,487		12,888		12,145		12,728

																																35%		27%		26%		23%		27%		17%

																																12,042		13,083		12,642		12,989		11,012		11,791





Charts
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Russian HR exports relative to production have increased considerably due to strong Chinese demand.

Source: MBR

Low prices and steel protectionism forced production and export cutbacks

HR production

HR exports

Russian year-on-year % change in HR sheet/coil production and export volumes
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Total Chinese HR imports in 2002 were a little over 3m tonnes. Russia's share is large at 21%

Chinese HR coil imports (below 3mm) by major country of origin during 2002
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Massive consolidation in Russia in recent years means that four steel groups control 70% of the market

Russian steel producer shares in the 
domestic market in 2002
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Massive consolidation in Russia in recent years means that four steel groups control 70% of the market

Russian steel producer shares in the 
domestic market in 2002
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Capacity

		

				Crude steel cpacaity of major Russian steel makers in 2002

						BOF		EAF		OH

				Kuznetsky		-		800		3,500

				Novolipetsk		8,000		440		-

				Magnitogorsk		8,000		50		2,500

				Mechel		3,240		1,090		-

				Nizhny Tagil		3,500		20		2,100

				Nosta		-		700		3,800

				OEMK		-		2,000		-

				Severstal		7,800		1,700		1,300

				Zapsib		6,900		100		-

																Severstal						Novolipetsk						NOSTA (Orsk-Khalilovsk)						Magnitogorsk								Mechel						Kuznetsky (KMK)						Nizhny Tagil (NTMK)								ZapSib (West Siberian Steel Works)						Oskol Electric Steel Works (OEMK)

																		Capacity						Capacity																		Coke capacity		3.1				Coke capacity		1.96				Coke capacity		n/a						Coke capacity		5.2				Iron ore pelletizing		2.6

																Coke oven capacity		4.76				Coke capacity		4.81				Coke capacity		3.1				Coke capacity		5.36						Pig iron capacity		4.3				Pig iron capacity		3.00				Pig iron capacity		4.29						Pig iron capacity		8.2				DRI capacity		1.7

																Pig iron capacity		9				Pig iron capacity		9.493				Pig iron capacity		3.6				Pig iron capacity		9.01						Crude						Crude steel		4.51				Crude steel		4.88						Crude		6.9				Crude		2.06

																Crude steel capacity		9.1				Crude steel capacity						Crude		4.25				Crude		12.05						1250mm  blooming mill with continuous-billet mill		5.3				1100mm blooming mill		4.66				1150mm blooming mill		4.35						1300mm blooming mill with continuous-billet mill		7.664				Continous billet and rolling facilities		1.45

																Total billet and slab continous casting capacity		8.1				Two wide steckel HR mills		0.35				1250mm blooming mill		3.985				Continous casting for billets/slabs		n/a						780mm heavy section mill		0.616				750mm billet-producing mill		0.59				800mm rail-and-structural mill		1.40						250mm small section/bar mill No. 1		1.8				700mm bar mill		1.406

																reversing slabbing and blooming mill		5.5				2,000mm HR sheet mill		6.5				950/800mm heavy section mill		1.465				1150mm blooming mill No.2		4						Mill 350mm medium section mill		0.171				750mm rail and structural mill		1.40				650mm heavy section mill		1.20						250mm small section/bar mill No. 2		1.368				350mm bar mill

																Continous billet		3.1				2030mm CR mill		2.5				2,800mm plate mill		1.255				Mill 500mm heavy section		1.083						Mill 300mm No. 2 medium section mill		0.421				Mill 500mm bar mill		1.03				Tyre mill		0.15						250mm wire rod mill		1

																350mm medium section mill		1.05				1400mm CR mill		0.66				800mm universal mill		0.75				Mill 300mm No.1 medium Section		0.79						Mill 240mm No. 3		0.144				Mill 450mm bar mill		0.22				Wheel-rolling		0.23						450mm shapes mill		1.6

																280mm light section mill		0.596				HDG line		0.5										Mill 300mm No.2 wire rod		0.565						250mm small section mill		0.854				Mill 360mm bar mill		0.20				Universal beam mill		1.60

																280mm wire rod mill		0.45				Organic coating line		0.14										Mill 300mm No.3 light section		0.67						250mm wire mill		0.864				Mill 280mm bar mill		0.14

																150mm wire rod mill		0.8																Mill 250mm No. 1 wire rod		0.403						780mm heavy bar mill		0.14				2150mm heavy plate mill		0.52

																One 2,800/1,700mm heavy plate		0.3																Mill 250mm No. 2 light section		0.617						2300/1700mm HR strip mill		1.015																				\

																2,000mm HR strip mill		5.5																4500mm plate mill		0.472						1700mm CR mill		0.15

																1,700mm CR mill		1.125																2350mm wide hot strip mill		0.621														1.59

																1,700mm CR mill		1.5																2500mm hot strip mill		5.025

																HDG mill		0.5																2500mm CR mill		1.65

																Electrical steel		0.14																630mm CR mill		0.4

																																		2000mm CR mill		2.0

																																		1450mm CR mill (rolling shop No. 2)		0.436

																																		2000mm HR wide strip mill		4.9





Capacity 1

		

				Major Russian steel mill capacities (m tonnes)

						Employees		Type		Crude		HR		Plate		CR		Sections		Bar		Wire rod		Notes

				Beloretsk		11,243				9.1												0.6		Modernisation programme under way. Part of the Mechel/Conares group

				Chusovskoi (OMK Group)		8,000		BOF/OH		0.6								0.6						Part of the OMK pipe group

				ElectroStal		6,500		EAF		0.8		-												Majority owned by employees

				Guryevsk		2,500		OH		0.2								0.3						Very old mill

				Kuznetsky		32,000				4.5				0.5				1.4		1.6				Part of the Evrazholding Group

				Magnitogorsk		33,431		BOF/OH		12.05		10.5		0.5		4.5		3.2				0.96		Replace OH with EAF, new CR 800,000 tpy invesmtment and 320,000 tpy galvanising line

				Mechel		27,000		BOF/EAF		2.8		1.0				0.2		2.2		0.1		0.9

				Nizhny Tagil		30,000		BOF/OH		4.9								4.2						Part of the Evrazholding Group. Installation of new VAI slab caster and plans to add heavy plate line

				Nizhny Sergy		1,600		OH		0.2								0.3						Installed wire rod block to rolling mill

				Novolipetsk		45,000		BOF/EAF				6.9				3.2								Heavily investing in organic and HDG capacity

				Omutninsk		3,500		OH		0.2								0,18 combined						Very aged mill

				Nosta		22,000		EAF/OH		4.3				1.3				1.5		0.8

				OEMK (Oskol)		13,000		EAF		2.1										1.4				Gazmetal (subsidiary of Gazprom) is principal owner. New 350mm bar rolling mill installed and plans to increase billet mill to 2.4m tpy

				Petrovsk-Zabaykalsky		2,000		OH		0.3								0,3 combined

				Revdinsky		5,000		OH		0.3												0.3

				Salda Steel		3,000		EAF										0,8 combined						EAF capacity is idle through lack of funding

				Serov Steel		-		OH		1.0								0.6		0.2				Majority owned by Uralelectromed. Plans to upgrade to EAF technology, and upgrading its bar mill

				Severstal		45,490		BOF/EAF/OH		9.1		5.5		0.3		2.6		1.7				1.3		Star perfomer of the Russian steel industy. Looking to acqure finishing lines abroad. OH furnaces no longer exist as of 2003

				Sulinsky Steel		3,400		EAF		0.1										0,1 combined				Majority owned by scrap group MAIR

				Zapsib (West Siberian)		28,000		BOF		6.9								4,76 combined				1.6		Part of the Evrazholding Group. Plans to install a second wire rod mill and billet and slab casters

				Zlatoust				EAF		0.7										0.4				Sells mostly alloy products.

				Total		322,664		-		60.0		23.9		2.5		10.4		32,0 combined

												Capacity		Start-up		Cost

								Magnitogorsk		HDG		0.5		Jun 02

										CR mill		0.8		Jul 02

										Bell annealing				2004

										Modernisation of two pickling lines

										EAF mini-mills		0.3

								Severstal





Output longs

		

				Russian billet and finished long product production, trade and apparent consumption between 2000- 2002, ('000 tonnes)

						1998		1999		2000		Q1 01		Q2 01		Q3 01		Q4 01				2001		Q1 02		Q2 02		Q3 02		Q4 02				2002		% change

						17,307		23,652		26,064		6,611		6,970		6,878		6,893				27,353		6,518		7,011		6,944		6,846				27,319		-0%

						4,058		3,066		2,821		512		569		693		620				2,394		669		479		671		753				2,573		7%

				Including

				wire rod		-		-		973		193		162		234		248				837		319		191		207		262				978		17%

				rebar		-		-		650.9		144		177		262		193				776		177		137		279		282				875		13%

				channels/sections		-		-		847		170		230		197		178				775		174		151		185		210				719		-7%

				Excluding

				billets & blooms		-		-		-		2,393		2,512		2,624		2,514				10,043		3,194		2,746		3,451		3,403				12,793		27%

						798		489		752		157		256		82		120				614		66		96		69		28				259		-58%

				wire rod		-		-		66.4		26		20		2		5				53		4		5		3		31				42		-21%

				rebar		-		-		219.8		33		55		12		24				124		12		14		11		29				65		-47%

				channels		-		-		434.9		65		131		40		69				305		35		65		38		81				219		-28%

						4,058		3,066		23,976		6,256		6,657		6,267		6,394				25,573		5,914		6,628		6,341		6,121				25,005		-2%

						-		-		-		3,441		3,699		3,217		3,442				13,799		2,388		3,456		2,541		2,374				10,759		-22%

																						17,310												14,525

				Source: MBR

								1997		1998		1999		2000		2001		2002

						Long product output		9859		8585		15504				17310		14525

						Beam & Channels		925		694		540

						Heavy Sections		2615		1248		1210

						Shapes		893		1009		770																																Wirerod production on main Russian combines

						Light sections		1616		1757		1760																																Combine		1994		1995		1996		1997		1998		1999		2000		2001

						Rebar		1914		2176		1970																																Severstal		614,3		313,2		592,4		246,5		191,5		166,1		204,8		220,5

																																												MMK		342,0		349,8		273,7		132,7		134,2		193,0		239,7		201,8

						Wire rod		1889		1838		1830		1978		1745																												Mechel		559,5		492,5		616,1		604,4		486,4		337,5		330,7		460,1

						Rebar 6-22mm		1277		1427		1464		1578		1715																												ZapSib		653,2		648,8		625,8		658,5		744,3		751,0		798,6		775,2

						Rebar 25-28mm		609		715		448		462		514

						Rebar 28-32mm		27.4		32.4		50.8		29.7		38.7

						Beams Channels





Output flats

		

						Russian flat steel production, trade and apparent consumption statistics '000 tonnes

										1997		1998		1999		2000		2001		2002		y-o-y % ch.

						Flats production		Total		17,451		16,447		16,933		20,233		19,345		20,919		8%

								Hot-rolled		11,878		11,715		11,513		13,818		13,033		14,078		8%

								Cold-rolled		5,573		4,732		5,598		6,403		6,312		6,841		8%

								Coated		1,206		1,316		1,315		1,404		1,411		1,694		20%

								Galvanized		895		991		923		966		932		1,118		20%				Redo

								Tin/TFS		311		322		335		344		342		627		83%				Look at Bulgarian exports

						Exports		Total		7,784		9,592		9,297		9,972		8,012		9,732		21%

								Slabs		2,812		2,893		4,504

								Hot-rolled								7,438		5,224		6,758		29%

								Cold-rolled								2,534		2,788		2,994		7%

								Coated		414		538		519		563		354		442		25%

						Imports		Total		694		631		554		602		930		704		-24%

								Hot-rolled		391		311		279		381		592		437		-26%

								Cold-rolled		216		197		145		220		360		267		-26%

								Coated		87		123		130		356		475		315		-34%

						Apparent consumption		Total		10,361		7,486		8,190		10,863		12,263		11,891		-3%

								Hot-rolled		12,269		12,026		11,792		6,761		8,401		7,757		-8%

								Cold-rolled		5,789		4,929		5,743		4,089		3,884		4,114		6%

								Coated		879		902		926		1,197		1,532		1,567		2%





exports-imports

		

						Russian steel exports 1997-2002 (metric tonnes)

								1997		1998		1999		2000		2001		2002		% change

						Flat products		7,784,497		9,592,445		9,297,728								0%

						Slabs		2,812,642		2,893,137		4,504,711

						Plates		3,478,905		4,536,518		2,819,114								0%

						HR sheets/coils		2,381,583		3,014,565		3,947,766								0%

						CR sheets/coils		1,510,384		1,503,770		2,011,758								0%

						HDG		269,406		377,192		400,826								0%

						Tinplate		144,219		160,400		118,264								0%

						Long products		4258		3491		3345								0%

						Billets		5395		2952		5391								0%

						Wire rod		1414		1348		1238								0%

						Rebar and bar		1561		1024		710								0%

						Heavy sections		989		812		1013								0%

						Other long products		292		305		384								0%

								17,451,000		16,447,000		16,933,000		20,233,000		19,345,000		20,919,200

								14,638		13,554		12,428

								8,673		10,444		11,272

								1,510		1,504		2,012

								414		538		519

								1000

								1000





Charts

		

																						South Korea		6																Magnitogorsk		17

																						Other		9																Novolipetsk		15

																						Russia		21																Chelyabinsk		6

																						Ukraine		21																Evrazholding		23

																						Kazakhstan		14																Nosta		4

																						Japan		18																OEMK		5

																						Taiwan		11																Severstal		17

																																								Others		13

																																										100

																Russia

																		IP 1995=100		GDP		Crude m tonnes

																1993		-14.1		-8.67		58.346

																1994		-20.9		-11.52		48.812

																1995		-7.15		-4.1		51.589

																1996		-4.47		-3.5		49.253

																1997		1.92		-0.9		48.442

																1998		-10.56		-4.92		43.822

																1999		11.02		5.03		49.759

																2000		11.85		9.09		57.587

																2001		5.05		5.06		57.529

																2002		3.81		4.3		58.567

																2003		3.4		4.48

																2004		4.27		4.36

																2005		4.38		4.38

																2006		3.93		4.38

																2007		3.3		4.38

																														Long steel product ouptut and consumption in Russia 1997-2002 '000 tonnes

																																1997		1998		1999		2000		2001		2002

																														Long product output excluding semis for export		12,886		11,354		11,410		15,218		14,610		14,594

																														Including:

																														Railway Rails (wide line)		800		581		679		988		945		944

																														Beams & Channels		925		694		638		1,430		1,377		1,375

																														Heavy sections		2,612		1,248		1,260		1,896		2,032		2,036

																														Including rebar 32-40 mm		27		32		51		30		40		38

																														Shapes		893		1,009		787		873		936		936				15,218

																														including rebar 25-28 mm		609		715		448		462		514		512				3,300

																														Small sections		1,616		1,757		1,820		2,467		2,266		2,264

																														including rebar 6-22 mm		1,277		1,427		1,464		1,579		1,716		1,715

																														Wire rod		1,889		1,838		1,831		1,979		1,756		1,754

																														Structural steel, long products		2,238		2,053		2,432		3,514		3,028		3,020

																														Billets/blooms for export		4,258		3,490		8,735

																														Exports

																														Long products		4,258		3,491		3,345

																														Billets		5,395		2,952		5,391

																														Wire rod		1,414		1,348		1,238

																														Rebar and bar		1,561		1,024		710

																														Heavy sections		989		812		1,013

																														Other long products		292		305		384

																														Imports

																														Long products

																														Billets

																														Wire rod

																														Rebar and bar

																														Heavy sections

																														Other long products

																														Consumption

																														Rebar		352		1,150		1,253		2,071		2,270		2,265

																														Wire rod		475		490		593		1,979		1,756		1,754

																														Total long products		8,628		7,863		8,065		15,218		14,610		14,594





Charts
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Russian HR exports relative to production have increased considerably due to strong Chinese demand.

Source: MBR

Low prices and steel protectionism forced production and export cutbacks

HR production

HR exports

Russian year-on-year % change in HR sheet/coil production and export volumes
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Total Chinese HR imports in 2002 were a little over 3m tonnes. Russia's share is large at 21%

Chinese HR coil (below 3mm) by major country of origin during 2002



		



Massive consolidation in Russia in recent years means that four steel groups control 70% of the market

Russian steel producer shares in the 
domestic market in 2002




