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We just returned from the CIS Metallurgical Raw Materials Markets 
conference in Alushta (Ukraine). Participants included key CIS steel 
makers and raw material suppliers. 
 
Here are our quick notes about insiders' sentiment: 
 

Current spot steel prices (450 USD/mt; FOB) do not represent reality. There 
is general perception that there is no market at all and that even if the price 
plunges to 250 USD/mt, nobody would buy 
  

Demand is frozen due to a paralyzing mix of seasonality, high inventories 
accumulated in April-July and financing difficulties 
  

Some industry participants expect demand for steel to be restored in 
November; others think demand will pick back up in spring 
  

Export-oriented Ukrainians have already been harmed by the global decline in 
demand for steel; Russians felt better in September supported by domestic 
demand, however, in October there was an opinion that they risk decreasing 
production as well 
  

Ukraine will remain cost competitive players in the mid-term. Costs for 
Ukraine are 10-15% higher compared to Russia, though Ukraine enjoys 
logistics advantages to its key export markets 
  

Experts and companies are cautious on forecasting steel and raw material 
prices for 2009. The most common forecast for steel is 800-850 USD/mt. 
Although, they all confirm that prices will be volatile in 2009 
  

Each speaker at the conference referred to the negative impact of the 
financial crisis on the industry. In the companies’ views, the crisis resulted in: 
eroded demand from consumers, narrowed cash liquidity (high risk of delays 
in receivables), shrinking funds to finance investment programs 
  

Both raw material and steel producers are revising their CapEx programs 
  

Steel producers are citing low steel prices as a basis for renegotiating annual 
contracts on raw materials that were signed at the beginning of the year 
  

However, more consolidated raw material producers and integrated resource-
rich steel groups enjoy pricing power: they are adamant on prices; raw 
material producers prefer to support prices for iron ore/coal/ferroalloys, etc. 
at current levels by cutting supplies 
  

From a technological point of view, it is easier to slow production of iron 
ore/coal, than to do the same at a metallurgical plant 
  

Integrated steel makers and resource companies (with strong P&Ls) are 
preparing to take market share from non-integrated competitors and expand 
via acquisitions in the CIS 
  

Ukrainian steel makers (even those that are non-integrated with raw 
materials) enjoyed profits in 1H08, when their gross margins per mt of steel 
surged from 100-150 USD/mt on average in 2007 to 250-400 USD/mt. Most 
have not spent this money on modernizations or acquisitions 
  

Zhevago's (majority owner of Ferrexpo) margin call was an active topic of 
casual discussions. The general view was that bankruptcy and/or hostile 
takeover risks for CIS players with high debt are growing (our opinion: 
among Ukrainian players IUD is the most likely takeover candidate) 
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Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES 
ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE 
CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT 
DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE 
CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND 
MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES 
DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE 
COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND 
INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS 
DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT 
THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE 
STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART 
WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON 
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED 
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 
PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
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