


Tim Di Maulo, CEO

Good afternoon and thank you very much for attending Aperam’s earnings conference call. Next 
to me is Sandeep Jalan, Aperam’s CFO, and together we will present the Company’s Third 
Quarter 2018 results.



Tim Di Maulo, CEO

Starting with our top priority which is Health & Safety of our employees, you will see that our 
frequency rate was 2.1 in the third quarter, compared to 1.8x previous quarter. My conviction is 
that the safer a company is and the more safety-oriented its employees are, the more performant
and sustainable the company will be ultimately.

I can assure you that we are putting all efforts in to become a zero accident company.



Tim Di Maulo, CEO

We are pleased to report that Aperam is delivering a strong Q3 2018 results - actually the best Q3 
we ever achieved - despite challenging market conditions in Europe. 

Both EBITDA and net income are up versus the same quarter last year and in line with 
expectations despite a very high import pressure into Europe.

We are happy with the recovery in Brazil which continued to progress during the quarter ThanksWe are happy with the recovery in Brazil which continued to progress during the quarter. Thanks 
to our self-help and our robust business model we were able to achieve these results despite the 
adverse market conditions I just described to you. 

The current market environment demonstrates the importance of the Leadership Journey® - the 
Transformation Program - very clearly. As a reminder, here we are addressing the next challenges 
of our market and anticipate the needs of our customers to offer best-in-class products and 
services in the most competitive way.

We are happy to report that Phase 3 of the program is progressing as planned with annualized 
gains of EUR 30 million at end of Q3. We made good progress on all identified pillars. 

Our solid operating cash flow and our strong balance sheet enabled us to invest EUR 49 million as 
well as reward shareholders with EUR 48 million cash return in Q3 2018, via EUR 33 million 
dividends and EUR 15 million share buybacks. This concludes the buyback program after buying 
back 1.8 million shares with total of Euro 70m buyback executed. 



5



Sandeep Jalan, CFO

Aperam achieved a record EBITDA of EUR 123 million in Q3 2018, up from EUR 115 million in Q3 
2017. In a quarter on quarter perspective the decline versus the EUR 150m achieved in Q2 was 
mainly due to the usual seasonal summer slowdown in Europe. The EBITDA margin remained at 
a respectable 11%.

We believe this demonstrates a robust operational performance and tight cost control in a 
challenging environment, especially in Europe where high import pressure over the quarter has g g , p y p g p p q
put significant pressure on base prices.

Our net income during this quarter was EUR 72 million, leading to basic EPS of 0.87 in Q3 2018.

6



Sandeep Jalan, CFO 

Q3 2018 shipments declined slightly versus Q3 last year which reflects the negative effects from 
record high import pressure in Europe and sliding raw material costs. However, thanks to our Top 
Line strategy and a better mix we were able to to improve the EBITDA/t by 22 EUR/t compared to 
Q3 of last year.

Looking at the Segments in more detail: In the Stainless & Electrical steel division EBITDA 
improved from EUR 86 million in Q3 2017 to EUR 101 million in the third quarter 2018 Thisimproved from EUR 86 million in Q3 2017 to EUR 101 million in the third quarter 2018. This 
increase was the net result of seasonally stable volumes and import induced price pressure in 
Europe which was compensated by opposite effects in South America. Positively Brazil remains in 
a recovery mode including positive effects from weaker BRL. Our Top Line strategy and 
contributions from the Leadership Journey® lend additional support.

Services and Solutions EBITDA increased from EUR 7 million in Q3 2017 to EUR 8 million in Q3 
2018. The increase in EBITDA was mainly due to a better mix.

The Alloys & Specialties EBITDA for Q3 2018 reduced year over year to EUR 9 million from EUR 
12 million in the same quarter last year, caused mainly by some effects from product mix and cost 
pressures
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Sandeep Jalan, CFO

In Q3 2018, Aperam recorded an EBITDA of EUR 123 million.

Depreciation remained stable at EUR 35 million.

Net interest expense and other financing costs for the third quarter of 2018 were EUR 7 million. 
Realized and unrealized foreign exchange and derivative losses were EUR 2 million for the Q2 g g
2018.

Income tax for the third quarter of 2018 was rather low at EUR 7 million as we had some positive 
tax effects in Brazil and a number of smaller one-off items.

As a result, we recorded a net income of EUR 72 million for the third quarter of 2018.
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Sandeep Jalan, CFO

During the quarter, cash flow from operations was positive at EUR 64 million, despite a 
temporary working capital increase of EUR 74 million. 

CAPEX and other investments for the third quarter were EUR 49 million including EUR 
11 million for Phase 3 of the leadership journey. Free cash flow before dividends and 
share buy-back for the third quarter of 2018 amounted to 15 million Euro. 

During the third quarter of 2018, the cash returns to shareholders amounted to EUR 48 
million, consisting of EUR 15 million of share buy-back and EUR 33 million of dividend.

The cumulative cash returns to shareholders amounted to Euro 166m consisting of Euro 
96m as Dividends and Euro 70m as share buyback.

During Q3, Aperam also re-purchased Convertible Bonds 2021 with a nominal amount of 
USD 11.2 million (EUR 9.6 million) for a total consideration of EUR 11.5 million. Since 
the beginning of the repurchase program, Aperam has repurchased a total nominal value 
of USD 37 million for a total consideration of Eur 38.4m.
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Sandeep Jalan, CFO

Aperam continues to have a solid balance sheet. We consider this to be an outcome of 
our financial discipline and an asset that we can build on. 

Net financial debt at the end of the quarter amounted to EUR 64 million, up from EUR 20 
million as of June 30, 2018. Gearing at 3% remains negligible and we are ready to 
takeover VDM once we get clearance from the European Commission. We assume you 
h th t fil d th d t il d F CO tifi ti ith th DG C titi f EUhave seen that we filed the detailed Form CO notification with the DG Competition of EU 
Commission on 23rd October and a Phase 1 decision is due by 29th November

The slight net debt increase of EUR 44 million quarter over quarter is partly due to the 
already mentioned temporary increase in working capital but mainly due to continued 
good cash returns to shareholders at EUR 48 million during Q3. 

Assuming stable exchange rates hold till the end of the year we will hand close to EURAssuming stable exchange rates hold till the end of the year we will hand close to EUR 
200 million cash back to our shareholders. 
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Tim Di Maulo, CEO 

Nickel prices, remained volatile, with a general downward trend during the quarter. 
Starting the quarter around 15,000 USD the price dropping to 12.500 USD towards the 
end of the quarter. It has remained weak since then. 

Regarding Ferro-Chrome, the European benchmark price declined from U.S.$1.42 per 
pound of chrome in Q2 2018 to U.S.$1.38 per pound of chrome in Q3 2018. The Q4 
benchmark is at U S $1 24 per pound of chromebenchmark is at U.S. $1.24 per pound of chrome.

To anticipate provisional safeguard measures, and despite their further implementation, 
imports have so far remained at an extremely high and record level, with some 
inventories build-up.

In a context of high import pressure, it is no surprise that lower raw material prices started 
to spill over to stainless steel prices as this combination temporarily promotes customerto spill over to stainless steel prices, as this combination temporarily promotes customer 
destocking. Taking all factors together put tremendous pressure on base prices.

Nevertheless we believe that the downside has been exhausted at the current level and 
that we have reached a trough during Q4.
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Tim Di Maulo, CEO

Slide 13 shows how a slow EU response kept the market wide open to imports. While we 
are happy that the European Commission shares our view that safeguards are necessary 
and appropriate, we think that market data proves that actual measures taken were too 
soft and too slow. EU measures looked good on paper but had as a consequence an 
inventory build-up cycle at short term. Especially some items like an exemption for 
material on the water, exemption for smaller countries and lack of periodic quotas, 
created a rush to send as much material as possible outright. 

We take the view that the EU Commission has noticed these concerns, and we’ve asked 
the support of European Commission to put definitive safeguard measures in place 
promptly which should then gradually ease pressure as destocking progresses. 

We therefore see the current situation as temporary and are confident that Q4 2018 
marks the trough. 
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Tim Di Maulo, CEO

While we expect volumes to slightly pick up seasonally in Europe this will not make up for p g y p p y p p
the severe pressure on base prices. Volumes in Brazil continue to recover compared to 
Q4 last year but we expect the usual seasonal slow down sequentially versus Q3 2018.

We expect Q4 results to decrease under the effect of the temporary trough market 
conditions generated by the wave of imports, combined with destocking in a context of 
falling raw material prices, and with a significant negative P&L impact on inventory 
valuation. Nevertheless we expect an adjusted EBITDA around EUR 500 million for 
2018. 

We are convinced that Q4 2018 marks the trough and looking further ahead we expectWe are convinced that Q4 2018 marks the trough and looking further ahead we expect 
the situation to progressively improve as definitive safeguard measure come into force. 

In addition we are very happy that the VDM acquisition is progressing. As already 
mentioned we filed the notification to the European Commission on October 23, 2018 for 
merger approval and expect an outcome during Q4.

With regards to net debt we expect this to remain at a low level (excluding effects of VDM 
acquisition). We are expecting a good free cash flow generation during Q4 due to 
seasonal effects and release of working capital including from effect of lower raw material 
pricesprices. 

All other items remain unchanged:

- Phase 3 of the Leadership journey remains on track and we confirm the total target of 
EUR 150 million annualized EBITDA gains till the end of 2020

- We continue into the sustainable improvement of our facilities and our capex guidance 
remains unchanged at EUR 185 million - EUR 200 million for 2018

Th t t l h t t h h ld d d id t d t t t EUR
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- The total cash return to shareholders announced and paid year to date amounts to EUR 
166 million. Adding the Q4 dividend of 45 US cents per share we will hand back 
approximately EUR 200 million to our shareholders.
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