AK STEEL HOLDING CORPORATION
(NYSE: AKS)

OCTOBER 22, 2015

9227 CENTRE POINTE DR
WEST CHESTER, OH 450694822 UNITED STATES
WWW.AKSTEEL.COM

Due Diligence Report: Steel is Getting Heavier and
Sinking Faster: AK Steel on a Downward Trend
Summary
AK Steel Holding Corporation (AK Holding), incorporated on December 20, 1993, is an integrated producer
of flat-rolled carbon, stainless and electrical steels and tubular products through its wholly-owned
subsidiary, AK Steel Corporation (AK Steel and, together with AK Holding, the Company). The operations
of the Company and its wholly owned subsidiaries consist primarily of eight steelmaking and finishing
plants, two coke plants and two tube manufacturing plants across six states, which include Indiana,
Kentucky, Michigan, Ohio, Pennsylvania and West Virginia. These operations produce flat-rolled carbon
steels, including coated, cold-rolled and hot-rolled carbon steel products, and specialty stainless and
electrical steels that are sold in sheet and strip form, as well as carbon and stainless steel that is finished
into welded steel tubing. These products are sold to the automotive, infrastructure and manufacturing,
and distributors and converters markets. The Company has interests in iron ore through its 49.9% equity
interest in Magnetation LLC (Magnetation), a joint venture that produces iron ore concentrate from
previously-mined ore reserves, and in metallurgical coal through its AK Coal Resources, Inc. (AK Coal)
subsidiary, which produces metallurgical coal from reserves. In addition, the Company’s operations
include Mexican and European trading companies that buy and sell steel and steel products and other
materials. The Company’s flat-rolled carbon steel products are sold primarily to automotive
manufacturers and to customers in the infrastructure and manufacturing market. The infrastructure and
manufacturing market includes electrical transmission, heating, ventilation and air conditioning
equipment, and appliances. The Company sells coated, cold-rolled and hot-rolled carbon steel products
to distributors, service centers and converters. It sells its stainless steel products to manufacturers and
their suppliers in the automotive industry, to manufacturers of food handling, chemical processing,
pollution control, medical and health equipment, and to distributors and service centers. The Company
sells its electrical steel products in the infrastructure and manufacturing market. These products are sold
primarily to manufacturers of power transmission and distribution transformers, both for new and
replacement installation. The Company also sells electrical steel products for use in the manufacture of
electrical motors and generators. The Company’s facilities include Ashland Works, Butler Works,
Coshocton Works, Dearborn Works, Mansfield Works, Middletown Works, Rockport Works and Zanesville
Works. All of these facilities are owned by the Company, either directly or through wholly owned
subsidiaries. Ashland Works is located in Ashland, Kentucky, and produces carbon steel. It consists of a
blast furnace, basic oxygen furnaces and continuous caster for the production of carbon steel and a
coating line. Butler Works is located in Butler, Pennsylvania, and produces stainless, electrical and carbon
steel. The Butler Works also includes a hot rolling mill, annealing and pickling units and two fully
automated tandem cold rolling mills. It has various intermediate and finishing operations for both
stainless and electrical steels. Coshocton Works is located in Coshocton, Ohio, and consists of a stainless
steel finishing plant containing two Sendzimer mills and two Z-high mills for cold reduction, four annealing
and pickling lines, nine bell annealing furnaces, four hydrogen annealing furnaces, two bright annealing
lines and other processing equipment, including temper rolling, slitting and packaging facilities. Dearborn
Works is located in Dearborn, Michigan. Its operations include carbon steel melting, casting, hot and cold
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rolling and finishing operations for carbon steel. It consists of a blast furnace, basic oxygen furnaces, two
ladle metallurgy furnaces, a vacuum degasser and two slab casters. Also located at the Dearborn site are
a hot rolling mill, a pickle line/tandem cold mill, batch anneal shops, a temper mill and a hot-dip
galvanizing line for finishing products. Mansfield Works is located in Mansfield, Ohio, and produces
stainless steel. Its operations include a melt shop with two electric arc furnaces, a ladle metallurgy furnace,
an argon-oxygen decarburization unit, a thin-slab continuous caster and a hot rolling mill. Middletown
Works is located in Middletown, Ohio. It melts carbon and processes carbon and stainless steel. It consists
of a coke facility, blast furnace, basic oxygen furnaces and continuous caster for the production of carbon
steel. Also located at the Middletown site are a hot rolling mill, cold rolling mill, two pickling lines, four
annealing facilities, two temper mills and three coating lines for finishing products. Rockport Works is
located near Rockport, Indiana, and consists of a continuous cold rolling mill, a continuous hot-dip
galvanizing and galvannealing line, a continuous carbon and stainless steel pickling line, a continuous
stainless steel annealing and pickling line, hydrogen annealing facilities and a temper mill. Zanesville
Works is located in Zanesville, Ohio, and consists of a finishing plant for some of the stainless and electrical
steel produced at Butler Works and Mansfield Works and has a Sendzimer cold rolling mill, annealing and
pickling lines, high temperature box anneal and other decarburization and coating units. AK Tube LLC (AK
Tube), a Company subsidiary, has a plant in Walbridge, Ohio, which operates six electric resistance welder
tube mills and a slitter. AK Tube also has a plant in Columbus, Indiana, which operates eight electric
resistance welder and two laser welder tube mills. AK Coal produces metallurgical coal from reserves in
Somerset County, Pennsylvania. Mountain State Carbon, LLC, a Company subsidiary, is located in
Follansbee, West Virginia. It is a coke making facility and consists of four batteries with total permitted
coke making capacity of approximately 700,000 tons per year.
AK Steel Holding Corporation has a current market capitalization of $481.94 M with 177.81 M outstanding
shares. Its daily average volume traded is 7.84 M shares.
Key Indicators (Q2 2015)

Performance (6 months)

Shares Outstanding

177.81 M

Revenue (FY 2014)

1689.40 M

Gross Profit

101.80 M

Net Loss (basic/diluted)

-64.0 M

Cash and Short-term Inv

75.0 M

Total Debt

2442.50 M
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Recent News and Analysis:
The company recently announced it will suspend some operations at its Ashland Works facility in
Kentucky in December, due to challenges to the domestic steel industry. The idling of certain operations,
such as its blast furnace and other steelmaking processes, could last more than six months. The hot-dip
galvanizing line, which services the automotive sector, will not be affected. The company could lay off
as many as 733 workers in Kentucky as early as Dec. 18. A union leader said the notice would impact 613
of his union members out of the 940 people at the Kentucky plant. This news has sent the stock
downwards even more so than the sagging steel industry. Shares have been on a falling trend for the
past several weeks, falling from a high of $3.11 in early October to a close of $2.53 on Wednesday.
Technical analysts have spotted several bearish indicators of which the fall of the 50 day moving average
below the 200 day moving average signals a long term bearish trend. However, from a comparison
standpoint relative underperformance over the last year has improved more recently. AKS’s share price
performance of -56.03% over the last 12 months is below its peer median. However, its 30-day trend of
-1.42% is now around the peer median suggesting that the company’s recent performance has improved
relative to peers. According to data released by the American Iron and Steel Institute, the US steel
industry has operated at capacity utilization rates below 75% for the most part of 2015. AK Steel (AKS)
operated its plants at ~78% capacity in 2Q15. AK Steel’s capacity utilization rates have fallen in recent
quarters after its acquisition of the Dearborn plant. This could solidify the trends observed by the
technical analysts.

Conclusions:
Analysts have rated the stock unfavorably as a result of several key factors; these include its feeble
growth in its earnings per share, deteriorating net income, poor profit margins and generally
disappointing historical performance in the stock itself. AK Steel has experienced a steep decline in
earnings per share in the most recent quarter in comparison to its performance from the same quarter a
year ago. Earnings per share have declined over the last year. During the past fiscal year, AK Steel
reported poor results of -$0.74 versus -$0.34 in the prior year. For the next year, the market is expecting
a contraction of 4.7% in earnings (-$0.78 versus -$0.74). The company, on the basis of change in net
income from the same quarter one year ago, has significantly underperformed when compared to that
of the S&P 500 and the Metals & Mining industry. The net income has significantly decreased by 274.3%
when compared to the same quarter one year ago, falling from -$17.10 million to -$64.00 million.
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Risk Factors
An investment in the common stock of the company is subject to a number of risks. The
information below contains latest filings and risk factors that should be considered by all investors.
Investors should carefully consider the risk factors set out below and consider all other information
contained herein, and in the company’s SEC filings, before making an investment decision. We
assume no obligation to update or revise any such forward looking statements to reflect events or
circumstances that occur after such statements are made. A complete list of filings including the
risk factors for the company can be found here: http://www.sec.gov/cgi-bin/browseedgar?CIK=prgn&Find=Search&owner=exclude&action=getcompany
Disclosure: I, Robert Borowski, research analyst have no positions in any stocks mentioned, and no
plans to initiate any positions within the next 72 hours. I wrote this article myself, and it expresses
my own opinions and I have no business relationship with any company whose stock is mentioned
in the article.
The information contained herein is not intended to be investment advice and does not constitute
any form of invitation or inducement by Robert Borowski to engage in investment activity. Neither
the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any
security. Securities, financial instruments, strategies, or commentary mentioned herein may not be
suitable for all investors and this material is not intended for any specific investor and does not
take into account an investor’s particular investment objectives, financial situations or needs. Any
opinions expressed herein are given in good faith, are subject to change without notice, and are
only current as of the stated date of their issue. Prices, values, or income from any securities or
investments mentioned in this report may fluctuate, and an investor may, upon selling an
investment lose a portion of, or the entire principal amount invested. Past performance is no
guarantee of future results. Before acting on any recommendation in this material, you should
consider whether it is suitable for your particular circumstances and, if necessary, seek
professional advice.
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FORWARD-LOOKING STATEMENT
This report may contain certain forward-looking statements and information, as defined within the
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange
Act of 1934, and is subject to the Safe Harbor created by those sections. This material contains
statements about expected future events and/or financial results that are forward-looking in
nature and subject to risks and uncertainties. Such forward- looking statements by definition
involve risks, uncertainties and other factors, which may cause the actual results, performance or
achievements of mentioned company to be materially different from the statements made herein.
COMPLIANCE PROCEDURE
Content is researched, written and reviewed on a best-effort basis. This document, article or report
is written and authored by Robert Borowski. An outsourced research services provider represented
by Robert Borowski, provided Broad Street Alerts this article or report. However, we are only
human and may make mistakes. If you notice any errors or omissions, please notify us below.
Broad Street Alerts is not entitled to veto, interfere or alter the articles, documents or report once
created and reviewed by the outsourced research provider represented by Robert Borowski. All
parties responsible for the creation and dissemination of this report do not engage in high
frequency trading.
NO WARRANTY OR LIABILITY ASSUMED
Broad Street Alerts has not been compensated for the creation or dissemination of this report.
Broad Street Alerts is not responsible for any error, mistake or shortcoming which may be
occasioned at the time of printing of this document. Broad Street Alerts does not hold any positions
in profiled company(s). No liability is accepted by Broad Street Alerts whatsoever for any direct,
indirect or consequential loss arising from the use of this document. Broad Street Alerts expressly
disclaim any fiduciary responsibility or liability for any consequences, financial or otherwise arising
from any reliance placed on the information in this document. Broad Street Alerts does not
guarantee the accuracy, timeliness, completeness or correct sequencing of the information, or
warrant any results from use of the information. The included information is subject to change
without notice.
Broad Street Alerts is the party responsible for hosting the full analyst report. Broad Street Alerts
has compensated Robert Borowski seventy five dollars for the right to disseminate this report.
Information in this report is fact checked and produced on a best efforts basis by Robert
Borowski.
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