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Total area: 603,700 sq. km.

Population: 46.9 mln

Currency: Hryvna (UAH)

Exchange rate: UAH 5.05 = US$1 (21 March 2007) 

Official language: Ukrainian (although Russian is widely uses in business)

Neighbouring states: Russia, Moldova, Belarus, Poland, Romania, Slovakia, Hungary

Key developments: Mines and Steel Mills privatised

Industry Modernising

% annual change (real) 2003 2004 2005 2006 

Nominal GDP (US$bn) 50.1 65.0 86.5 106.4 

Real GDP growth (%) 9.6 12.1 2.7 7.1 

Industrial production % change 15.8 12.5 3.1 6.2 

 

 2003 2004 2005  2006  

Inflation (CPI) % 8.2 12.3 10.3 11.6 

Budget balance (% of GDP) (0.2) (3.2) (1.8) (0.7) 

Exchange rate (UAH:USD) 5.33 5.32 5.10 5.04 

 

Ukraine: Key statistics

Source: National Bank of Ukraine, EIU, Bloomberg 

http://www.bank.gov.ua/ENGL/Macro/index.htm

http://www.ukrstat.gov.ua/operativ/operativ2007/zd/zd_rik/zd_e/pi_07e.html

Institute for Economic Research and Policy Consulting ïMonthly Monitor No. 4-2007

Aggregated Growth indicators

Stabilisation indicators
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 2001 2002 2003 2004 2005  2006  

Export of goods and services (US$bn) 21.1 23.4 29.0 41.3 44.4 NA 

Import of goods and services (US$bn) 20.5 21.5 27.7 36.3 43.7 NA 

Current account balance (US$bn) 1.4 3.2 2.9 6.9 2.6 NA 

FDI inflow in Ukraine (US$bn) 3.9 4.6 5.5 6.8 9.0 16.9 
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Ukraine: Foreign economic activities

FDI inflow (US$bn)

Source: State Statistical Committee of Ukraine

Note: Figures at the beginning of the year

Foreign direct investment has grown substantially over 2001 ð 2007

Foreign economic activities

Å FDI in Ukraine has seen a major boost since 2005

ï Large acquisitions in the private sector

ï Russian investment (particularly into the energy 

and steel sectors) is growing rapidly

Å Progress on privatisation to drive the FDI flows in 

the future

Source: National Bank of Ukraine

http://www.bank.gov.ua/ENGL/Macro/index.htm

http://www.ukrstat.gov.ua/operativ/operativ2007/zd/zd_rik/zd_e/pi_07e.html
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Ukraine: Political outlook

Å Orange revolution in late 2004 / early 2005

ï Resulted in a greater political openness, faster economic reforms and commitment to the integration 

with the West

Å Current political structure

ï Ukraine is Presidential ð parliamentary republic

Å National legislature

ï Supreme Council ð parliament, a unicameral assembly of 450 deputies

Å Political outlook

ï Longïrunning power struggle between President Viktor Yuschenko and Prime Minister Viktor 

Yanukovich continues following the Presidentôs unexpected decision to sign a decree dissolving 

parliament and calling for early elections to be held on 27 May 2007 

ï Constitution remains unresolved 

Å Constitutional Court was only established in December 06 which has resulted in ambiguous 

demarcation of power between President and Prime Minister

ï Resolution of current political stalemate either through new election or improved definition of 

government's sphere of influence would be positive

ï Recent polls show that governing coalition would likely capture a majority once again

Å Entry to WTO

ï Both EU and US have granted ñmarket statusò to Ukraine which would support early access to WTO

ï Yanukovich has also recently committed to WTO
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The History of Ferrexpo

Soviet era Privatisation Consolidation of ownership

Mining 
operations 

commence at 
Poltava

State Property 

Fund of Ukraine 

resolves to 

privatise Poltava

Kostyantin Zhevago and business 

partners acquire majority of shares 

in Poltava GOK in a series 

of transactions

Kostyantin Zhevago 

buys out business 

partners

New international 

management team 

appointed

1960 ð 1994 1995 1996 ð 2000 2001 ð 2003 2004 ð present

Transforming the company into a modern corporation

External consultants 

appointed to review 

business & operations

Kostyantin Zhevago increases 

his beneficial ownership in 

Poltava GOK through 

secondary market purchases

Production drops to 

just over 4mt 

of 62% Fe pellets

Sovietïera mining 

and pellet 

production 

Privatisation 

process 

commences

Source: Company



Ferrexpo ð An introduction

Mike Oppenheimer
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The Strategy

Ferrexpo ïA compelling investment 

The only pure play iron ore company on the Main Board of the LSE

Å Ferrexpoôs Poltava 

Mine is a significant 

iron ore resource at 

approximately 18.3 

billion tonnes1

Å Global steel industry 

and demand for iron 

ore is growing strongly

Å Pellets have become 

relatively attractive vs 

other  forms of iron ore

Å Proximity to markets

Å Strong customer base

Å Operational history

Å Infrastructure in place

Å Excess capacity

Å Brownfield project 

pipeline

Å International 

management team

Å Recent performance 

track record

Å Commercialise the 

ore body

Å Focused initiatives 

ï Operational 

performance

ï Cost reduction

ï Production growth

ï Critical partnerships

ï New finance

ï Market share

ï Product quality

ï Organisation 

Capability

ï Governance

ï Best practice

The Key Facts The Ferrexpo Opportunity

1 CPR ï4.3bn tonnes of proven resources plus c. 14bn tonnes of further estimated resources
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EU

56%

China & 

Others

18%

Non-pellet 

revenue

1%
Ukraine & CIS

25%

Ferrexpo ð Key statistics 2006

Location

Ferrexpo

Total: US$547m

Revenue by geographical destination - 20062

Revenue

US$547m2

EBITDA

US$144m3

Net income

US$66m2

Employees

10,4324

Production

8.6mt1

1 Draft CPR
2 Draft Short Form
3 EBITDA is calculated as profit from continuing operations before tax and finance less foreign exchange (loss)/gain plus depreciation (included in both cost of sales and 

administrative expenses) and non-recurring cash items included in other income, non-recurring cash items included in other costs plus disposal of subsidiaries and 

associates.  EBITDA is not a measure of financial performance under IFRS.
4 Company. Poltava employees only

US$137m

US$306m

US$97m

Austria

Poland

Germany

Slovakia

Czech Republic

Bulgaria

Romania

China

Turkey

Other

China & Others

Ukraine & Serbia

EU

Non-pellet revenue

US$7m
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A strategic asset: significant iron ore resource

Å Ferrexpoôs iron ore base is located in the Ukraine

ï 4.3bt iron ore resource1, with up to an additional 14bt2 of further reported 

resource estimates under the GKZ (Soviet) Classification

ï Proven pellet operations and underïutilised capacity at its Poltava facility

Å Long mine life based on proven and probable reserves (4.3bt)

ï Over 100 years at current Business Plan production rate

1 Draft CPR
2 Draft CPR
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Sustainable production history provides sound platform for 

growth1

Introduction of 62% Fe 

pellet production

Independent UkraineUSSR

Ferrexpo Poltava Mining is in a position to exceed its high historical 

production levels

Introduction of 65% Fe 

pellet production
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1 Company and Draft CPR

http://www.rodnik16.narod.ru/Gerb.gif
http://images.google.com.ua/imgres?imgurl=http://russia.rin.ru/pictures/6746.jpg&imgrefurl=http://russia.rin.ru/cgi-bin/guide.pl%3Fid_cat%3D2%26id_subcat%3D4&h=400&w=402&sz=130&tbnid=U9VbRsuEbqgJ:&tbnh=119&tbnw=119&start=1&prev=/images%3Fq%3D%25D0%25B3%25D0%25B5%25D1%2580%25D0%25B1%2B%25D0%25A1%25D0%25A1%25D0%25A1%25D0%25A0%26hl%3Duk%26lr%3D%26ie%3DUTF-8%26sa%3DG
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Seaborne trade by product (mt) 2005 2006 

Fines 348.3 374.6 

Lump 92.9 99.9 

Pellets 86.0 92.5 

 
 

The opportunity: commercialising the ore body

 2005 2006 

Global demand for Iron ore (mt) 1,516 1,760 

 

Global supply and demand

Ferrexpo has a significant opportunity ð it produces the

right product for a booming market undergoing a ñsuper cycleò

Strong iron ore market

Å Driven by global demand for steel and steelïmaking raw materials 

Å Global iron ore demand growth expected to remain firm ïset to rise by a total of 240mtpa over 4 years to over 

2 billion tonnes pa by 2009

Ore grades declining worldwide

Å Highïquality lump supply dwindling

Å Steel mills demanding increasingly high quality product

Å Pellets have competitive advantage over other forms of ore

Source: Company, AME
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The opportunity: Competitive strengths

Ferrexpo has under-utilised capacity and an advantageous location

Location

Å Proximity to primary customers and markets

ï Principally Ukraine and other 

CIS countries, Western Europe and China

ï Significant transport cost advantage

Underïutilised pelletising capacity

Å Pelletising capacity exceeds current production

Å Brownfield expansion capability

Pelletising

Current capacity

2006 Production

12.0mt1

8.6mt2

Black

Sea

Poland
Germany

Romania

ÁPoltava 

GOK

Bulgaria

Austria

Serbia
Italy

Slovakia

Ukraine

Russia

Turkey

Netherlands

Czech

China, 

Middle East

Source: Company
1 Draft CPR
2 Draft CPR
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The opportunity: Competitive strengths

Ferrexpo has the opportunity to create value from these strengths

Proven track record and longïstanding relationships with key customers

Å Many customers in traditional markets operate steel mills built to take Poltava pellets

ï Wellïestablished transport links to Ferrexpo Poltava Mining1

Å Exportïoriented sales

Å Marketing focus on greater number of Framework Agreements

Infrastructure in place

Å Ferrexpo is leveraging its advantageous logistical position

ï Accessibility and proximity

ï Advantageous transport links provide competitive prices in transportation

Experienced management

Å Executive Committee and Ferrexpo Poltava Mining management have an aggregate of >100 years of 

experience in global resources industries

Å Recent performance track record

1 Ferrexpo Poltava Mining is a marketing name used throughout this presentation for Ferrexpo Poltava GOK Corporation

Source: Company
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Growing value: our business plan

Source: Company, Draft CPR

Current mining 

operations
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Reaching our goals: Project pipeline to deliver growth

Increase production to 16mt pellets pa1 by 2014

Our projects are strategically aligned with our identified opportunities

Improve our product quality

Å Development and improvement projects are in progress as part of our strategy to expand production 

Å Project management alliance established with Worley Parsons, responsible for the planning and the project 

management of all major projects

Å Optimising and upgrading the current pit

ï Increasing ore production from approximately 27 

to 29mtpa2

ï 1.5 billion tonne resource2

ï Turgis

Å Brownfield development of new pit at Yeristovskoe

ï 833 million tonne resource2

ï Turgis / DTP

Å Expanding and upgrading existing pelletising plant

ï Increase capacity of each of the four lines from 

3mt to 4mt pa3

ï Metso Minerals

Å Upgrading the existing concentrating plant

ï Finer crushing

ï Higher proportion of pellets with 65% 

Fe content

ï ProMet Engineers

Å Developing a new crushing and  concentrating plant 

at Yeristovskoe mine

ï Approximately 11mtpa capacity (or 10mtpa dry)

ï ProMet Engineers

1 From own ore
2 Draft CPR
3 Draft CPR
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Marketing: positioning and capability development to 

secure market share ahead of production uplift

Broadening our markets in preparation for increased

production is central to Ferrexpoôs strategy

Å Maximise benefit of favourable location

ï Three target markets, based on Ferrexpoôs competitive position and their relativevalue

Å Create market for additional sales volumes from full utilisation of the existing pelletising capacity

ï Maintain share of traditional market by rebuilding relationships and refocussing sales offering

ï Establish a ñbeachheadò position in natural markets

ï Initiate product quality enhancement program at Ferrexpo Poltava Mining

ï Establish selected longïterm Framework Agreements within natural and growth markets

Å Widen market for subsequent pellet volume growth

ï Mine and facilities plans to be progressed in line with market capture objectives

ï Enhance product quality and diversify product range to meet increasing customer requirements

Å Further value growth

ï Include concentrate in product slate

ï Leverage logistics and marketing positions and capability beyond equity pellet sales 

Source: Company
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Reaching our goals: driving a high performance 

organisation

Å Health, safety, environment and community

Å Organisation and culture

Å Labour

Å Business Improvement Programme

Å Governance 

Å Business processes



Ferrexpo Poltava Mining and its position in 

the iron ore industry

Simon Wandke
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Å Global iron ore 

consumption growing 

rapidly 

ïChina forecast to 

account for over 50%

of world consumption 

by 2010

Å Global iron ore supply still 

expected to grow strongly 

ïAnnual output to 

increase by more than 

300mt by 2010 and a 

further 177mt by 2015

ïDemand from India and 

Russia set to rise as 

China levels off

Iron Ore: Industry overview

Source: AME, Company

Å Unprecedented demand 

for steelïmaking raw 

materials

Å Chinese economic boom 

has led to its increased 

demand for steel

Å Fears of shortages have 

led to long term contracts 

for iron ore and 

metallurgical coal

Å Pellets are playing an important 

role in meeting this demand 

growth in iron ore despite 

relatively high production costs

ïProductivity benefits of pellets 

in blast furnaces

ïRenewed interest in direct 

reduced iron (DRI) production 

ð largely pellet-based

ïLimited sources of high grade 

lump ore

ïOther refined ores (eg Sinter) 

have environmental issues

Å Benchmark prices rose by 

86.67% in 2005 reflecting limited 

additional capacity coming on line

Steel Iron ore Pellets




