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D I S C L A I M E R

This document is being supplied to you solely for your information and does not constitute

or form part of any offer or invitation or inducement to sell or issue, or any solicitation of

any offer to purchase or subscribe for, any shares in the Company or any other securities,

nor shall any part of it nor the fact of its distribution form part of or be relied on in

connection with any contract or investment decision relating thereto, nor does it constitute

a recommendation regarding the securities of the Company. No information made

available to you in connection with this document may be passed on, copied, reproduced,

in whole or in part, or otherwise disseminated, directly or indirectly, to any other person.

Some of the information in this document is still in draft form and is subject to

verification, finalisation and change. Neither the Company nor its affiliates nor advisers

are under an obligation to correct, update or keep current the information contained in

this document or to publicly announce the result of any revision to the statements made

herein except where they would be required to do so under applicable law.

No reliance may be placed for any purpose whatsoever on the information contained in

this document. No representation or warranty, expressed or implied, is given by or on

behalf of the Company or any of the Company’s directors, officers or employees or any

other person as to the accuracy or completeness of the information or opinions contained

in this document and no liability whatsoever is accepted by the Company or any of the

Company’s members, directors, officers or employees nor any other person for any loss

howsoever arising, directly or indirectly, from any use of such information or opinions

otherwise arising in connection therewith.

This presentation and its contents are confidential. By reviewing and / or attending this
presentation you are deemed to accept that you are under a duty of confidentiality in

relation to the contents of this presentation. You agree that you will not at any time have
any discussion, correspondence or contact concerning the information in this document
with any of the directors or employees of the Company or its subsidiaries nor with any of
their customers or suppliers, or any governmental or regulatory body without the prior
written consent of the Company.

Certain statements, beliefs and opinions in this document and any materials distributed
in connection with this document are forward-looking. The statements typically contain
words such as “anticipate”, “assume”, “believe”, “estimate”, “expect”, “plan”, “intend” and
words of similar substance. By their nature, forward-looking statements involve a
number of risks, uncertainties and assumptions that could mean actual results or events
differ materially from those expressed or implied by the forward-looking statements.
These risk, uncertainties and assumptions could adversely affect the outcome and
financial effects of the plans and events described herein. Statements contained in the
document regarding past trends or activities should not be taken as a representation or
warranty (express or implied) that such trends or activities will continue in the future. No
statement in this document is intended to be a profit forecast. You should not place reliance
on forward-looking statements, which speak only as of the date of this document.

The information in this document may constitute non-public price sensitive information

('inside information'). You should not base any behaviour in relation to the Company's

securities, financial instruments related to the Company’s securities or any other

securities and investments on information until after it is made publicly available by the

Company. Any dealing or encouraging others to deal on the basis of such information

may amount to insider dealing under the Criminal Justice Act 1993 and/or to market

abuse under the Financial Services and Markets Act 2000.
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1H 2018 FINANCIAL PERFORMANCE
Chris Mawe, CFO



Market
– Strong market environment for high grade product
– Record pellet premium
– 5% increase in realised price despite lower fines price & higher freight

Operations
– Slightly lower pellet production due to planned line refurbishment
– Increase in stocks due to delayed railings
– C1 cost of $41.6 per tonne reflects

• Cost inflation – oil, local inflation, strong local currency

Net operating cash flow 
– Working capital reflects lower grade ore and pellet stock increase

Capital investment   
– Increase spend on modernisation & concentrator expansion programme

Dividends
– Paid out $74M of dividends in 1H 2018 vs. $39M in 1H 2017
– Declared interim dividend per share of 3.3 US cents (1H 2017: 3.3 US 

cents) to be paid in September 2018

Balance sheet 
– Continued deleveraging 
– Net debt to EBTIDA comfortably below 1x
– 2H 2018 debt repayments remaining $11M
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S T R O N G  M A R K E T  E N V I R O N M E N T  F O R  P E L L E T S  

H I G H E R  C O S T S  D R I V E N  B Y  C O M M O D I T Y  C O S T  I N F L AT I O N

Summary Financials 

$M (unless otherwise stated) 1H 18 1H 17 Change 2017

Pellet production (kt) 5,096 5,160 -1.2 10,444

Pellet sales volumes (kt) 4,798 5,065 -5.3 10,467

Avg CFR 62% fines price (US$/t) 69.7 74.4 -6.2 71.3

Avg C1 cost (US/t) 41.6 31.7 31.2 32.3

Revenue 617 591 4.4 1,197

EBITDA 234 287 -18.5 551

EBITDA margin 38.1% 48.5% -10.4ppt 46.0%

Profit after tax 152 216 -29.6 394

Diluted earnings per share (cents) 25.79 36.60 -29.5 66.85

Interim dividend per share (cents) 3.3 3.3 - 16.5

Net cash flow from operating activities 156 194 -19.6 353

Capital investment 56 45 24.4 103

Cash 82 93 -11.8 98

Net debt 369 472 -21.8 394

Net debt to EBITDA1 (x) 0.74 0.96 -22.9 0.73

1 Last twelve month EBITDA $514M



E B I T D A 1 H  2 0 1 8  V S .  1 H  2 0 1 7

5

MARKET $26M OPERATIONS -$68M FOREX -$10M

reverse in 2H non-cash287 234

63
22

15

49
1

14 3
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1H 2017
EBITDA

Atlantic pellet
premium

Platts 62%
Fe fines index

C3 freight C1 cost of
production

Logistic
costs

Pellet
inventory

Production
volumes

Operating
forex loss

1H 2018
EBITDA

OPERATIONS

– Higher commodity costs & local inflation

– Increase in pellet stocks of 300kt (rail shipments)

– Planned refurbishment of pellet line #1

Pellet premiums Freight

MARKET

62% Fe fines price

-6% +32% +37% from 1/1/18
to 30/6/18

FOREX

UAH appreciated 

7%
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C O M P E T I T I V E  C O S T  B A S E  T H R O U G H  T H E  C Y C L E ,  C 1  C O S T

VA R I E S  W I T H  C O M M O D I T Y  P R I C E S ,  L O C A L I N F L AT I O N , U A H

Costs reflect:

– Commodity price inflation: higher diesel, gas, steel prices, coal

– Local inflation

– UAH appreciated 7% against $ from 1.1.18 to 30.6.18

• Half of operating costs in UAH

– Higher level of repair & maintenance costs

– FPM mine plan reflects increased stripping levels

– Planned pelletiser maintenance marginally reduced production volumes

`

C1 cost 1H 2018 vs. 1H 2017
$ per tonne

Structure of C1 cash costs – over 60% commodity related

31.7

41.6

0.2

3.3
1.6

2.6
2.6

C1 cost 1H
2017

Commodity
price

increases

Local inflation
& UAH

Repair &
maintenance

Stripping Improved
consumption

norms

C1 cost 1H
2018

Increase in prices 1H 2018 vs 1H 2017 Avg increase

Oil 37%

Grinding media 23%

Diesel 21%

Salaries 20%

Gas 17%

Electricity 15%

Rail tariffs 15%

Real UAH appreciation vs. Dollar (adj for local inflation) 10%

24%

10%

10%

14%

9%

9%

8%

8%

6%

2% Electricity

Gas

Fuel

Materials

Personnel

Spare parts

Maintenance & repairs

Grinding media

Royalities

Explosives



EBITDA

– Higher pellet premiums offset by cost inflation

Working capital reflects

– Higher pellet stocks of 300kt

– Lower grade ore build up: $4.8 per tonne

– Higher spare parts for maintenance programme for fleet refurbishment

Tax

– Normalised level as previous tax assets consumed

Higher capex 

– Largely reflects sustaining capital & construction of MFC1

$74M of dividends paid to shareholders in 1H 2018

Reduced debt and maintained liquidity

– Drew down new $195M PXF facility + $16M of trade finance

– $254M of debt repaid

– Cash balance of $82M

– Strong credit metrics
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C A S H  G E N E R AT I O N  S U P P O R T I N G  B A L A N C E  S H E E T

Cash flow 1H 2018 VS. 1H 2017

$M (unless otherwise stated) 1H 18 1H 17 Change % 2017

EBITDA 234 287 -18.5 551

Working capital movements -11 -37 -70.2 -57

Working capital – stockpile ore -24 -26 -7.7 -53

Interest paid -26 -26 - -49

Tax paid -26 -6 n/a -14

Other (incl. non-cash operating FX) 10 2 n/a -25

Net cash flow from operating 

activities
156 194 -19.6 353

Capex -56 -45 24.4 -103

Dividend paid -74 -39 89.7 -58

Other - 4 n/a -

Net cash flow 27 114 -76.3 192

Proceeds from new borrowings 211 - n/a -

Repayment of borrowings -254 -163 55.8 -239

Cash balance at end of period 82 93 -11.8 98

Net debt -369 -4721
-21.8 -3941

1Note: accrued interest has been re-classified from borrowings to accrued liabilities and re-
presented for comparative periods. This has reduced net debt from $403M as of 31 December 
2017 to $394M and from $481M as of 30 June 2017 to $472M.



Amortisation profile as of 30 June 2018 ($M)

8

S T R O N G  B A L A N C E  S H E E T

– Since 31 Dec 2015 net debt has reduced by $500M

– Secured $195M PXF facility in Nov 2017

– Repaid $254M in 1H 2018

– Available trade finance facilities of $70M as of 30 June 2018

Excellent debt reduction ($M)

– On 27 July repaid final amortisation of $44M of 2013 $350M PXF

– $11M of debt amortisations remaining in 2018

– 2019 debt amortisations to be paid from cash generation 

– Financing options available 

– LTM net debt to EBTIDA 0.74x

82

11 5 6 1 2 1 1

44
24 24 24 24

99

1

173

Cash
30.6.18

2H 2018 1Q 19 2Q 19 3Q 19 4Q 19 2020 FY 21

ECAs PXF Bond

868

753

589
472

394
369

904

797
733

564

492

451

31 Dec 15 30 Jun 16 31 Dec 16 30 Jun 17 31 Dec 17 30 Jun 18

Net Debt Gross Debt
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C O N C L U S I O N  T O  F I N A N C I A L R E V I E W

– High quality product realising significant price premiums

– Cost growth should moderate with lower local inflation assuming stable UAH

– Increase in capex to support maintenance and volume growth

– Strong balance sheet with low gearing

– Dividend maintained

FINANCIAL RESULTS

– Long term market dynamics underpin pellet demand

– High barriers to entry into the pellet market 

– Competitive cost base through the cycle

BUSINESS PROSPECTS
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KOSTYANTIN ZHEVAGO, CEO

OPERATIONAL REVIEW & STRATEGY



I R O N  O R E  M A R K E T  D Y N A M I C S :  R E L AT I V E LY  S TA B L E

6 2 %  F E  P R I C E  W H I L E  P R E M I U M S  &  D I S C O U N T S  W I D E N  

Premiums for high quality ore
have increased significantly

Source: Platts
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Higher freight rates are reducing net prices
to 2016 levels for 62% Fe 

Source: Platts, Baltic Exchange, C3: Brazil – China; C5: Australia to China

– In July 2018 avg price difference of $54/t between 65% Fe & 58% Fe

– Discounts widening for producers of high alumina product 

– Average C3 increased 37% to $17/t in 1H 2018 (1H 2017: $13/t)

– Current C3 in July approximately $22/tonne

– Current C5 in July approximately $8.5/ tonne (1H 2018: $6.8/ vs. $5.7/t)

$ per tonne $ per tonne
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S T R O N G  D E M A N D  F O R  P E L L E T S  W H I L E  S U P P LY  R E M A I N S  I N  D E F I C I T

Pellet supply in 1H 2018

– Impacted by 10 week strike at IOC 

– Suspension of operations at Minas Rio (pellet feed)

– Market leader bought back higher cost marginal supply of 

c.1MT in 1H 2018

– Overall export market expected to remain at similar level to 

2017 c. 120-1250MT
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Chinese mill requirements for high 

grade ore converging with developed 
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Ferrexpo to benefit from increasing 

demand for pellets  
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high barriers to entry
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M A R K E T I N G  – S T R O N G  C U S T O M E R  D E M A N D

Geographic split of sales volume % – Strong demand from long term target customers

– No sales to spot customers during the period

– China & SE Asia includes sales to Vietnam and Taiwan

– 300kt increase in pellet stocks to be reduced in 2H 2018

– Higher freight prices during the period reduced received price

0%
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20%
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Central
Europe

North East
Asia

Western
Europe

China &
South East

Asia

Turkey,
Middle East,

India

1H 2018

1H 2017

FY 2017

Pricing terms 
– Average reference period for 62% Fe iron ore fines in price 

formula

63%

21%

9% 7%
0%

Current
month

Current
quarter

1 month
forwad

Lagging 3
months

Spot fixed
on day



M I N I N G  A N D  P R O C E S S I N G  O P E R AT I O N S
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SAFETY FIRST MINING PROCESSING PELLETISING

– No fatalities

(2017: one)

– 1H 2018 LTIFR 0.97

(in line with 1H 2017)

– Increased stripping at FPM 

to access high grade ore

– Increased fleet maintenance 

compared to 2015 & 2016

– Ongoing efficiency 

improvements at FPM & 

FYM

– Construction of MFC1 near 

completion

– Reconstruction of 2 grinding 

sections in concentrator

– Increase in maintenance 

compared to 2015 and 2016 

levels 

– 1H 2018 production in line 

with 1H 2017 at 5.1MT

(-64kt)

– High quality output 

maintained at average

94% FPP

– 1H 2018: 65 day 

refurbishment to pellet

line # 1

– 3 out 4 lines now 

refurbished (2014 & 2017)

– Final pellet line to be 

refurbished most likely

2H 2019



2 0 1 8  C A P E X  P R O J E C T S
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S T R AT E G Y  A N D  O U T L O O K
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– Demand for high quality iron ore expected to remain strong, especially pellet

– Capital allocation: balancing debt reduction, growth capex & dividends

– Pellet output to increase 1.5MT to 12MT after completion of concentrator expansion in 2020

– Ferrexpo one of few pellet exporters able to increase brownfield volumes significantly 

– Engineering studies for volume growth from 12MT to over 20MT to be completed by end 2019

– Ferrexpo to maintain:

• High quality pellet production

• Strong customer relationships with best steel mills in the world

• A competitive cost position relative to majority of peers on pellet cost curve



17

Thank you



Significant resource base Premium iron ore product: 65% Fe pellets
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World class asset –

over US$2.15bn invested since IPO

Established logistics
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13.1
FSU SOVIET
CLASSIFIED 
RESOURCES

13.1 6.6
JORC 
CLASSIFIED 
RESOURCES

FPM: 
modernisation 

& quality
upgrade 
c.$1.1BN

FYM: new 
mine & 

infrastructure 
c.$600M

Logistics: barging, rail 
cars, port/transshipment

c.$300M

F E R R E X P O  H A S  A L A R G E  R E S O U R C E  A N D  W E L L I N V E S T E D  

A S S E T  B A S E  P R O D U C I N G  A H I G H  Q U A L I T Y  P R O D U C T

12%

6%

16%

16%

50%

CENTRAL &
EASTERN EUROPE

CHINA & SOUTH 

EAST ASIA

NORTH EAST
ASIA

WESTERN 

EUROPE

TURKEY, MIDDLE 
EAST & INDIA

High quality sales portfolioSailing time to Asia Days

Ukraine 30

Brazil 40

Norway 50

Canada 55


