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Profile

Rio Tinto Limited (RIO) is engaged in
minerals and metals exploration,
development, production, and processing.
The Company's Portfolio of assets is
condensed into four product groups: Iron
Ore, Aluminium, Copper, and Minerals.

Rio Tinto: Solid Iron Ore Sales and Short-Term Price Tailwinds
Keep Optimism High

Investment Perspective By Jon Mills (04-Apr-2024)

Like BHP, Rio Tinto has ridden the commodity supercycle since the early 2000s. Its asset portfolio is
concentrated on iron ore. Copper and aluminum are moderate contributors along with the minerals business,
with all coal sold by 2018. Aluminum should constitute a substantially larger share, given the USD 44 billion
that Rio Tinto paid for Alcan in 2007, but the acquisition was near the top of the market. Rio Tinto and BHP
have the lowest operating costs of the iron ore players. Despite iron ore being the bulk of company earnings,
expectations for long-term excess returns are weighed down by the value-destructive overinvestment during
the China boom, which diluted returns. After adding back the not-inconsiderable writedowns, we expect
adjusted midcycle returns modestly above Rio’s cost of capital.

Analyst Note (2:23PM 17-Apr-2024)

We retain our AUD 112 per share fair value estimate for no-moat Rio Tinto after a solid start to 2024.
First-quarter sales are broadly in line with our expectations. Rio’s share of shipments from its Pilbara iron ore
operations, the main driver of earnings, was roughly 66 million metric tons, 5% below the same quarter of 2023
and 10% lower than the previous quarter. Inclement weather was the main driver. Management made no
changes to guidance, and we continue to forecast 2024 Pilbara iron ore sales of roughly 280 million metric tons
(its share), similar to last year. We also reiterate our forecast for 2024 unit cash costs in the Pilbara of roughly
USD 23 per metric ton, about 6% higher than last year, driven by inflation.

Iron ore accounts for roughly 75% of our forecast 2024 EBITDA of roughly USD 22 billion. Assuming a 60%
payout ratio, at the top end of the company’s target payout ratio of between 40% and 60% over the cycle, we
forecast 2024 fully franked dividends of USD 3.90, or AUD 6.09, per share. This represents a yield of about
4.7% at current share prices.

The shares trade at about a 15% premium to fair value, likely partially due to high near-term iron ore prices.
Optimism over rising copper and aluminum prices is likely another reason. Driven by the ramp-up of its
two-thirds-owned Oyu Tolgoi mine in Mongolia, we forecast copper sales to increase by roughly 40% over our
five-year forecast period to around 1 million metric tons in 2028. With our forecast aluminum sales remaining
relatively stable at about 3.3 million metric tons over this period, the share of Rio’s earnings comprised by its
base metals businesses is likely to rise. This is assisted by our assumption that iron ore prices fall to our
long-term or midcycle assumption of roughly USD 70 per metric ton from 2028, materially below current spot
prices of roughly USD 105. Despite this, iron ore still accounts for two-thirds of Rio’s EBITDA in 2028 based on
our forecasts.

Copper production of roughly 200,000 metric tons improved 7% on the same quarter of 2023 and 5% on the
previous quarter. Qur forecast for 2024 copper sales of approximately 850,000 metric tons (Rio’s share), up
roughly 15% on last year, remains unchanged. This is driven by higher production at Oyu Tolgoi and its
Kennecott operations in Utah. Oyu Tolgoi also remains on track to ramp up to roughly 330,000 metric tons of
copper per year (Rio’s share) toward the end of this decade, up from around 110,000 metric tons (Rio’s share) in
2023.

Rio’s aluminum business also had a solid quarter, with bauxite, alumina, and aluminum production similar to
our expectations. We continue to forecast aluminum production of about 3.3 million metric tons in 2024, around
2023 levels.

© 2024 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution.
This report or data has been prepared for clients of Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or New Zealand wholesale clients of Morningstar Research Ltd, subsidiaries of Morningstar, Inc. Any general advice has
been provided without reference to your financial objectives, situation or needs. For more information refer to our Financial Services Guide at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if

MORNINGSTAR

applicable, the relevant Product Disclosure Statement before making any decision to invest. Morningstar's publications, ratings and products should be viewed as an additional investment resource, not as your sole source of information.
Morningstar’s full research reports are the source of any Morningstar Ratings and are available from Morningstar or your adviser. Past performance does not necessarily indicate a financial product's future performance. To obtain advice tailored to
your situation, contact a financial adviser. Some material is copyright and published under licence from ASX Operations Pty Ltd ACN 004 523 782.



Page 2 of 10 | Equity Research Report

Rio Tinto Limited RIO Y% (2:23pM 17-Apr-2024)

Key Valuation Assumptions

Cost of Equity % 11.0
Weighted Avg Cost of Capital % 9.0
Long Run Tax Rate % 26.0
Stage Il EBI Growth Rate % 5.0
Stage Il Investment Rate % 16.7
Perpetuity Year 10.0

Rio Tinto Fair Value Estimate Reduced by 3% on Lower Near-Term

Iron Ore Prices

Business Strategy and Qutlook (04-Apr-2024)

Rio Tinto is one of the world's largest miners with
operations in iron ore, aluminum (including bauxite
and alumina), copper, and minerals (mineral sands,
borates, salt, diamonds). Commodity demand is tied
to global economic growth, China's in particular. Rio
Tinto benefited greatly from the China boom over the
past two decades. The firm's largest customer by far
is China, with about 60% of sales in 2023. We think
the outlook is for earnings to materially decline with
demand for many commaodities likely to soften with
the end of the China boom, particularly iron ore
which has disproportionately benefited from the
boom in infrastructure and real estate investment.

Rio Tinto has a large portfolio of long-lived assets
with low operating costs, meaning it is one of few
miners profitable through the commodity cycle. Most
revenue comes from operations located in the
relatively safe havens of Australia and North
America. The invested capital base was inflated by
substantial procyclical investment during the height
of the China boom, including overpaying for Alcan.
The subsequent iron ore expansion was also made
when unit capital costs were high. These factors
diluted returns to the point where we struggle to
justify a moat. As a commodity producer, Rio Tinto is
a price-taker, with the lack of pricing power
reflecting in cyclical commodity prices.

The recent focus has been to run a strong balance
sheet, tightly control investments, and return cash to
shareholders. Rio Tinto is also focused on winning
back the trust of investors and other stakeholders
such as regulators and the indigenous peoples on
whose lands many of Rio’s mines are located after

the destruction of the caves at Juukan Gorge in 2020.

The company's major expansion projects are the Oyu
Tolgoi underground mine and the expansion of the
Pilbara iron ore system's capacity from 330 million
metric tons to between 345 and 360 million metric
tons. Those projects are expected to complete in the
next few years. Otherwise, the focus is on
incremental expansions through productivity and
debottlenecking initiatives. These will be small but
capital-efficient and should modestly improve unit
costs and returns.

Economic Moat

As a commodity producer, Rio is a price taker and
needs low-cost mines with long lives and a low
installed capital base to support the longer-term
excess returns needed to justify an economic moat.
We forecast midcycle returns on invested capital, or
ROIC, slightly above its WACC driven by its moaty
iron ore business. Our forecasts are based on an
assumed iron ore price of USD 70 per metric ton
(which we note is materially less than the average
price of around USD 100 per metric ton over the past
decade), aluminum price of about USD 0.80 per
pound and copper price of USD 3.65 per pound. Our
midcycle assumed prices are based on our estimates
of the marginal costs of production. As we think Rio’s
midcycle ROIC isn't sufficiently above its WACC to
justify assigning a narrow moat, we don't assign a
moat to Rio. In calculating ROIC, we have added back
to invested capital around USD 8.3 hillion in asset
and goodwill writedowns taken over the past decade
on the basis that these amounts relate to assets
developed or acquired in the ordinary course of
business and so should be included when calculating
ROIC. Some of the more material amounts include
USD 2.7 billion in relation to its copper business,
USD 2 billion in relation to aluminum and USD 1.4
billion in relation to diamonds. However, we have not
added back USD 21.1 billion in relation to aluminum
assets purchased in 2007 nor USD 3.3 billion in
relation to coal assets purchased in 2011 on the
basis that management was subsequently replaced
(in 2013) and that Rio has shown much improved
investment discipline since then, as evidenced by
relatively small writedowns subsequent. If we did
also add back these USD 24.4 billion in aluminum
and coal writedowns, Rio’s midcycle ROIC would be
modestly below its WACC of 9%. Alternatively, if we
instead chose not to add back any writedowns, Rio’s
midcycle ROIC in 2028 would be in the low-double
digits compared with its WACC of 9%. Looking at
each of Rio’s segments in turn: Iron ore (narrow
moat): Rio's Pilbara iron ore assets have cash costs
in or around the lowest quartile of the cost curve and
in line with BHP's. Like Vale, however, Rio expanded
much more aggressively during the last iron ore
boom than peer BHP. Even so, its port, rail, and mine
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assets are fully integrated, benefit from scale, and
are favorably located to key Asian markets. New
mines are periodically developed to continue to feed
and utilize the installed infrastructure base, with
incremental capacity able to be added for very low
capital costs through incremental expansions and
efficiencies, including innovative technology such as
automated haulage. We estimate that iron ore will
generate a midcycle ROIC of about 30%, materially
above Rio’s WACC of 9%. As such, we consider Rio's
iron ore business moatwaorthy. Copper (no moat): The
majority of Rio’s current copper operations are
represented by its 30% stake in the Escondida mine
in Chile, the world's largest copper mine. At full
capacity, Escondida sits around the 25th percentile in
the cost curve, with Rio’s smaller, 100% owned
Kennecott (KUC) copper mine near the middle of the
cost curve. The existing open cut mine at Oyu Tolgoi
is much higher cost but we think that once the
underground expansion at Oyu Tolgoi ramps up, this
mine will move toward the lowest quartile on the
cost curve. However, the inflated capital base of the
copper segment means we think the copper segment
is unlikely to generate ROIC above Rio's WACC for at
least 10 years. As such, we don't deem the copper
segment moatworthy. Aluminum including bauxite
and alumina (no moat): While the company’s bauxite
mines are in the bottom half of the cost curve, its
aluminum smelters sit at various points on their cost
curve. Rio's eight smelters in Canada are all located
in the bottom decile but its remaining smelters are
higher cost. Rio Tinto paid USD 44 billion (including
assumed debt) for Alcan, a Canadian based bauxite,
alumina and aluminum producer, in 2007 but
ultimately incurred writedowns of more than USD 23
billion on this investment. Even if we don't add back
these writedowns to the segment’s invested capital
base, it generates a midcycle ROIC similar to Rio's
WACC of 9%. Accordingly, we don't deem the
aluminum business as moatworthy. Minerals (no
moat): Comprising various operations in mineral
sands, borates, salt, and diamonds, these businesses
generally lack a cost advantage. As such, we think it
unlikely that the minerals segment will generate
above-WACC returns. Exploration projects: These are
an immaterial part of Rio and way too early in their
potential development to assign any of them a moat.

Fair Value and Profit Drivers (04-Apr-2024)

Rio Tinto Limited RIO % (2:237m 17-Apr-2024)

We lower our fair value estimate for Rio Tinto to
AUD 112 per share, down from AUD 116, driven by
lower near-term iron ore prices, which more than
offset higher copper prices.

We now assume iron ore averages about USD 100
per metric ton from 2024 to 2026 based on the
futures curve, down from roughly USD 120. However,
we raise our assumed midcycle iron ore price to
roughly USD 70 per metric ton from 2028, up from
around USD 63 previously. This is based on our
updated estimate of the marginal cost of production,
driven by inflation pushing up and steepening the
industry cost curve. Strong demand from China,
which accounts for around 70% of the seaborne iron
ore trade, is supportive of near-term prices. However,
longer term we expect demand from China to
moderate as steel production peaks and starts to
decline as its economy moves away from one reliant
on fixed-asset investment to a more
consumption-based economy. China’s falling
population along with rising scrap-based production
also contribute to reduced demand for iron ore, in our
view. We also think additional supply is likely, led by
Simandou and Vale. Hence we expect a long-term
price substantially below the current spot around
USD 100 per metric ton.

Based on the futures curve, our assumed average
copper prices from 2024 to 2026 are now around
USD 4.10 per pound, up from roughly USD 3.90,
reverting to our assumed midcycle copper price of
roughly USD 3.65 per pound from 2028. This is based
on our estimate of the marginal cost of production.

Our assumed average aluminium price is about USD
1.10 per pound from 2024 to 2026 and we assume
alumina averages about USD 360 per metric ton.

We assume gold averages around USD 2,320 per
ounce from 2024 to 2026 based on the futures curve.
Our assumed midcycle gold price is USD 1,780 per
ounce from 2028, reflecting our estimate of the
marginal cost of production.

Our other midcycle price forecasts are about USD
0.80 per pound for aluminium and USD 330 per
metric ton for alumina from 2028.

Our fair value estimate employs an 11% cost of
equity, reflecting high cyclicality and operating
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leverage, coupled with moderate financial leverage.
Our assumed 9% weighted average cost of capital
reflects a long-run 30/70 debt/equity split,
appropriate for a major mining company such as Rio.
Our fair value estimate equates to an enterprise
value/EBITDA exit multiple in 2027 of 7.5 times.

Risk and Uncertainty

Our Morningstar Uncertainty Rating for Rio Tinto is
Medium. Rio Tinto has an outsize exposure to iron
ore mining and demand is heavily reliant on China’s
continued outsize investment in infrastructure and
fixed assets. Rio Tinto has low operating costs and a
strong balance sheet, with capital allocation
significantly improved following a period of
overinvestment through the China commodities
boom. However, Rio still faces the cyclicality of
commodity prices, operating leverage, high capital
intensity and the risk of poor capital allocation.

Rio Tinto's environmental, social, and governance, or
ESG, risks are relatively small, relating to carbon
emissions, water resource dependency, land
disturbance, labor strikes and disputes, and
community relations. Emissions can carry
carbon-related costs, though we think demand for
steel is relatively price inelastic and any carbon price
is likely to be passed on to steel consumers. There is
also potential for Rio's higher-grade iron ore to
attract a premium for lower emissions incurred in the
steelmaking process due to lower fuel use (usually
coal). Mining operations are water intensive where
scarcity can limit production capacity and require
costly workarounds such as desalination plants
installed in Rio’s part-owned Escondida. Mining
developments and operations have a significant
environmental footprint requiring good relations with
local communities and labor unions. To the extent
that relations can limit industry supply, this factor
can also work in favor of the incumbent producers.
Community opposition may challenge Rio's social
license to operate and future developments. Poor
construction and failures can lead to major
remediation and reparation costs. We see the
likelihood of such occurrences as low where Rio
Tinto operates, especially after the recent tailings
dam failures by other industry participants and the
destruction of the caves at Juukan Gorge.

Rio Tinto Limited RIO % (2:237m 17-Apr-2024)

Financial Strength

Rio Tinto’s balance sheet is sound with minimal net
debt of around USD 4.2 billion as of the end of
December 2023 or about 0.2 times trailing 12 months
EBITDA. We forecast net debt/EBITDA and net debt
to remain at close to zero through our forecast
period, in the absence of a large acquisition, which
we don't expect. The strong balance sheet may allow
the company to make targeted investments or
acquisitions through the downturn, important
flexibility, but it appears management is favoring
distributions to shareholders.

Barring a major spending spree, which appears
unlikely, Rio’s balance sheet is likely to remain
strong, with excess cash flows returned to
shareholders.

Capital Allocation (04-Apr-2024)

We assign a Standard Capital Allocation Rating to
Rio Tinto. The key considerations for our rating are
balance sheet, investments, and shareholder
distributions. Of the three, investment is likely most
important for Rio Tinto's future shareholder returns.
Exposure to cyclical commodity prices presents a risk
of materially value-destructive investment, such as
the acquisition of Alcan in the past. And high capital
intensity means future investments are likely to be
the primary long-run driver, along with commodity
prices, of total shareholder returns. We think Rio
Tinto's investment is likely to remain relatively
disciplined in the near to medium term. If we thought
Rio Tinto's new investments would reliably be above
the firm’s cost of capital, support and improve the
competitive position and add shareholder value, then
an Exemplary capital allocation rating would be
appropriate. However, mining is a cyclical and
capital-intensive business where significant capital
can be misallocated. In the long term, we lack
sufficient confidence that the firm will remain
disciplined, consistently invest to add value and
avoid value destructive mistakes. A return to loose
expenditure in future, though we don't think this
likely, could even justify a Poor rating. Rio Tinto's
balance sheet is sound, with minimal net debt as of
the end of December 2023, and we expect the
company to run a relatively conservative balance
sheet for the foreseeable future. This reflects painful
lessons from the global financial crisis when the
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company undertook a value-destructive discounted
equity issue after taking on too much debt for
acquisitions during the preceding boom. We like the
focus on returning excess cash to shareholders and
think the company's approach to shareholder
distributions is appropriate. Given we think Rio’s
recent capital discipline will continue, the balance
sheet will remain sound and shareholder
distributions will be appropriate, the Standard capital
allocation rating is appropriate.

Bulls Say

= Rio Tinto is one of the direct beneficiaries of
China's continuing strong appetite for natural
resources.

= The company's operations are generally well run,
large-scale, low-operating-cost assets. Mine life is
generally long, and some assets, such as iron ore,
have incremental expansion options.

= (Capital allocation has improved following the
missteps of the China boom with management
generally preferring to return cash to shareholders
than to make material expansions or acquisitions.

Bears Say

= With miners including Rio benefiting from high
commodity prices, governments may use it as a
source of tax revenue to plug shaky budgets.

= Rio Tinto is leveraged to demand for iron ore. If
iron ore prices fall materially, the company’s
earnings will decline significantly.

= While Rio has shown much improved investment
discipline since its mis-steps during the China boom,
if commodity prices remain high, then the temptation
to once again expand aggressively will increase.
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General Financials

Historical Forecast
Per Share 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Sales ¢ 3,504.9 3,953.8 5,218.2 49214 4,991.5 4,895.7 4,746.4 4,709.9
Adjusted Earnings ¢ 842.3 1,103.3 1,757.1 1,183.4 1,085.7 995.5 900.4 883.0
Free Cash Flow ¢ 773.6 828.2 1,499.6 7705 676.3 7477 624.2 715.7
Net Tangible Assets ¢ 3,384.6 4,272.1 4,3458 4,276.1 47249 5,170.5 5516.4 59136
Book Value ¢ 3,291.1 41704 4,226.9 4,485.6 50418 5,490.3 5,835.7 6,232.9
Dividends ¢ 509.3 669.7 1,061.6 7103 655.5 593.1 546.6 485.9
Franking % 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Growth % 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Sales Revenue 6.5 11.9 320 -5.6 1.5 -1.9 -3.0 -0.8
EBITDA 298 336 68.9 -28.4 -15.6 1.7 8.6 0.7
Pre-Tax Profit -38.7 475 87.5 -35.3 -23.5 76 -11.3 -3.1
Adjusted EPS 242 31.0 59.3 -32.6 -8.3 -8.3 -9.6 -19
DPS 24.4 315 58.5 -33.1 <17 -95 -71.8 -11.1
Free Cash Flow per share -28.1 6.2 81.1 -48.6 -12.1 10.6 -16.5 14.7
Profit & Loss ($Mil) 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Sales Revenue 57,553.3 64,392.3 85,000.0 80,199.2 81,436.1 79,872.9 77,437.5 76,841.8
EBITDA 20,458.7 27,338.3 46,178.0 33,076.4 27,903.9 31,1703 28,489.8 28,677.0
Depreciation 5,696.0 5,880.5 6,057.6 7,031.9 7,498.5 8,947.8 8,742.0 9,602.8
Amortisation - - - - - 0.0 0.0 0.0
EBIT 14,762.7 21,457.9 40,120.5 26,044.5 20,405.4 22,222.5 19,747.8 19,074.1
Interest Expense 738.7 386.8 325.3 483.6 1,457.2 1,113.0 1,035.4 959.5
Interest Income 400.0 203.5 85.7 258.4 807.7 148.7 145.8 149.7
Profit Before Tax 14,4240 21,2745 39,880.9 25,819.3 19,755.9 21,258.3 18,858.2 18,264.4
Tax 5,529.3 7,204.1 11,054.9 8,104.5 57746 6,377.5 5,657.5 5,388.0
Reported NPAT 10,680.0 14,100.8 28,238.3 17,889.4 15,156.7 16,2417 14,689.8 14,406.7
Non-Recurring Items After Tax -3,150.7 -3,866.9 -382.9 -1,396.0 -2,557.3 0.0 0.0 0.0
Adjusted NPAT 13,830.7 17,967.7 28,621.2 19,285.4 17,7114.0 16,241.7 14,689.8 14,406.7
Free Cash Flow 12,703.5 13,488.7 24,4262 12,555.3 11,033.8 12,199.5 10,183.7 11,676.6
Effective Tax Rate % 38.3 339 27.1 314 29.2 30.0 30.0 295
Cash Flow ($Mil) 1219 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Receipts from Customers 57,756.0 63,501.7 85,093.7 80,337.8 80,732.4 80,041.3 77,606.5 76,885.3
Payments to Suppliers -32,080.0 -31,515.6 -38,249.0 -44,154.8 -49,902.0 -49,470.6 -48,920.7 -48,379.6
Other Operating Cashflow -5,793.3 -9,071.9 -12,9157 -12,891.6 -7,985.2 -6,720.9 -6,568.9 -6,024.2
Net Operating Cashflow 19,882.7 22,914.3 33,929.0 23,2915 22,8451 23,849.7 22,116.9 22,4815
Capex -1,317.3 -8,933.3 -9,884.9 -9,744.5 -10,678.1 -13,686.1 -14,044.9 -12,906.2
Acquisitions & Investments -85.3 17.3 5.4 -1.1116 -1,256.8 0.0 0.0 0.0
Sales of Investments & Subsidiaries 53.3 83.7 924 1,208.3 1,779.7 0.0 0.0 0.0
Other Investing Cashflow 14.7 -630.8 203.5 -34.6 -336.0 0.0 0.0 0.0
Net Investing Cashflow -1,334.7 -9,463.0 -9,583.7 -9,682.4 -10,491.3 -13,686.1 -14,044.9 -12,906.2
Proceeds from Issues -1,934.7 -114.0 0.0 0.0 0.0 0.0 0.0 0.0
Proceeds from Borrowings -584.0 -1,327.9 71724 -1,217.0 1,653.1 -1,520.7 -1,518.4 -1,518.4
Dividends Paid -13,778.7 -8,851.0 -20,558.2 -16,929.4 -9,749.8 -9,675.9 -8,918.0 -7,927.1
Other Financing Cashflow 583 1.4 96.4 -4,190.8 1447 1,360.9 1,489.1 1,530.4
Net Financing Cashflow -16,292.0 -10,291.6 -21,234.3 -22,331.2 -1,952.1 -9,835.6 -8,941.3 -1,915.1
Net Increase Cash -3,816.0 3,397.8 3,245.0 -8,706.5 4,367.1 328.0 -875.4 1,660.2
Cash at Beginning 14,590.7 11,348.2 13,765.7 18,465.4 10,244.1 14,709.5 15,014.7 14,139.3
Exchange Rate Adjustment -72.0 2382 133.9 21.7 -34.7 0.0 0.0 0.0
Cash at End 10,702.7 14,984.1 17,1446 9,780.6 14,576.6 15,037.5 14,139.3 15,799.5
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General Financials

Historical Forecast
Balance Sheet ($Mil) 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Cash & Equivalents 10,702.7 14,984.1 17,144.6 9,780.6 14,576.6 15,037.5 14,139.3 15,799.5
Accounts Receivable 4,036.0 5,259.8 4,784.5 5,020.9 5,944.8 5,830.7 5,652.9 5,609.5
Inventory 4,617.3 5,653.9 72711 8,969.3 10,034.7 9,505.4 9512.8 9,339.2
Other Short-Term Operating Assets 37147 4,204.7 3,500.7 3,619.2 1,858.0 1,875.0 1,872.2 1,872.2
Total Current Assets 23,070.7 30,1025 32,706.8 27,389.9 32,4141 32,2487 31,1772 32,620.4
Property Plant & Equipment, Net 76,496.0 90,765.0 86,917.0 93,451.7 100,162.7 105,815.0 110,957.3 114,260.6
Goodwill, Net 1,229.3 1,365.5 1,176.7 11924 1,201.0 1,212.0 1,210 1,210.1
Other Intangibles 3516.0 3976.6 3791.2 5,262.0 6,613.9 6,674.3 6,664.1 6,664.1
Other Long-Term Operating Assets 8,614.7 9,4732 8,635.9 8,373.0 10,188.4 10,281.3 10,265.7 10,265.7
Deferred Tax Assets 4142.7 4,891.7 4,518.1 4,036.4 5,461.1 55109 5,502.6 5,502.6
Long-Term Non-Operating Assets 0.0 0.0 0.0 0.0 = 0.0 0.0 0.0
Total Assets 117,069.3 140,574.5 137,745.6 139,705.5 156,041.3 161,742.2 165,777.1 170,523.6
Accounts Payable 8,640.0 10,711.6 10,352.1 11,616.9 12,4141 11,759.4 11,768.5 11,553.8
Short-Term Debt 1,829.3 876.2 1,848.7 1,853.6 2,173.0 2,192.8 2,189.5 2,189.5
Other Short-Term Operating Liabilities 4,364.0 5,166.0 4,702.8 32799 46157 4,657.8 4,650.8 4,650.8
Total Current Liabilities 14,833.3 16,753.8 16,903.6 16,750.4 19,202.8 18,610.0 18,608.8 18,394.0
Total Long-Term Debt 17,788.0 19,353.3 17,1191 17,265.8 20,6389 19,306.6 17,758.9 16,240.5
Long-Term Operating Liabilities 1,058.7 688.5 1,068.3 872.0 898.1 906.3 904.9 904.9
Deferred Tax Liabilities 4,794.7 4,675.2 5,573.0 4,619.6 3,940.6 3,976.6 39705 39705
Long-Term Non-Operating Liabilities 18,272.0 24,1859 21,3253 24,059.5 26,458.7 26,700.1 26,659.6 26,659.6
Total Liabilities 56,746.7 65,656.8 61,989.3 63,567.2 7,139.2 69,499.6 67,902.8 66,169.6
Preferred Stock - - - - 0.0 0.0 0.0
Minority Interest 6,280.0 6,999.1 6,905.0 3,041.7 2,644.7 2,668.8 2,664.7 2,664.7
Total Equity 60,322.7 74911.7 75,756.4 76,138.3 84,902.0 92,242.6 97,8743 104,354.0
Profitability % 12/19 12/20 12/ 12/22 12/23 12/24 12/25 12/26
EBITDA Margin 356 425 54.3 412 343 39.0 36.8 373
EBIT Margin 346 398 474 3556 292 278 255 248
Net Profit Margin 18.6 219 332 223 18.6 203 19.0 18.8
Free Cash Flow Margin 221 21.0 28.7 15.7 13.6 15.3 13.2 15.2
Return on Equity 19.0 231 413 252 19.5 18.9 15.9 14.6
Return on Assets 9.0 10.9 203 12.9 10.2 10.2 9.0 8.6
Return on Invested Capital(w/Goodwill) 16.4 18.7 296 17.2 15.2 13.6 12.0 1.3
ROIC (w/Goodwill) Less WACC 74 9.7 206 8.2 6.2 46 30 24
Leverage & Liquidity 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Net Debt to Capital % 14.2 72 26 1.3 9.1 6.7 58 25
Net Debt/(Net Debt + Equity) % 14.2 72 26 13 9.1 6.7 58 25
Net Debt/Equity % 16.5 7.7 26 12.8 10.0 12 6.1 26
Net Debt/EBITDA x 0.4 0.2 0.0 0.3 0.3 0.2 0.2 0.1
EBIT/Net Interest Expense x 43.6 171 167.4 115.6 314 230 222 236
Current Ratio (Current Assets/Current Liabilities) x 16 18 19 16 17 17 17 18
Dividend Payout Ratio % 60.5 60.7 60.4 60.0 60.4 59.6 60.7 55.0
Net Cash Per Share ¢ -542.9 -322.1 -111.9 -573.1 -504.8 -396.1 -356.1 -161.2
Valuation 12/19 12/20 12/21 12/22 12/23 12/24 12/25 12/26
Price/Earnings x 1.2 8.8 6.4 9.0 10.8 12.9 143 14.6
PEG Ratio x 0.5 0.3 0.1 0.3 -13 -16 -1.5 -16
EV/EBITDA x 8.0 6.0 40 5ih 7.2 7.0 7.7 76
EV/EBIT x 8.2 6.4 46 6.4 8.4 9.8 1M1 1.4
Free Cash Flow Yield % 8.2 8.5 132 7.3 5.7 5.8 48 5.6
Dividend Yield % 5.4 6.9 9.4 6.7 5.6 46 42 38
Price/(OCF per share) x 78 6.9 5.4 74 8.4 8.8 95 93
Price/(FCF per share) x 122 1.7 76 13.8 17.4 17.2 20.6 18.0
Price/Sales x 2.7 25 22 22 24 26 2.7 2.7
Price/NTA x 28 2.3 26 25 25 25 2.3 22
Price/Book x 29 2.3 2.7 24 23 23 22 2.1
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Equities Research Methodology

We believe that a company's intrinsic worth results from the future cash flows it can generate. The Morningstar Rating for stocks
identifies stocks trading at a discount or premium to their intrinsic worth—or fair value estimate, in Morningstar terminology.
Five-star, or Buy-rated, stocks sell for the biggest risk-adjusted discount to their fair values, whereas 1-star, or Sell-rated, stocks
trade at premiums to their intrinsic worth. Four key components drive the Morningstar rating: our assessment of the firm’s economic
moat, our estimate of the stock's fair value, our uncertainty around that fair value estimate and the current market price. This
process ultimately culminates in our single-point star rating. Underlying this rating is a fundamentally focused methodology and a
robust, standardized set of procedures and core valuation tools used by Morningstar’s equity analysts. In this document, we provide
a detailed overview of how the Morningstar Rating for stocks is derived, and also outline the analytical work that feeds into our
coverage of stocks.

Morningstar Research Methodology

Price \
Economic Moat Capital Allocation Fair Value ‘
“, Morningstar N %, Morningstar
Financial Health Moat Trend /" Fair Value Uncertainty , Rating™ For Stocks

/o kkkkk

Morningstar's Economic Moat™ Rating

The concept of an economic moat plays a vital role not only in our qualitative assessment of a firm's long-term investment potential,
but also in the actual calculation of our fair value estimates. An economic moat is a structural feature that allows a firm to sustain
excess profits over a long period of time. We define excess profits as returns on invested capital, or ROICS, above our estimate of a
firm's cost of capital, or WACC (weighted average cost of capital). Without a moat, profits are more susceptible to competition.
Companies with a narrow moat are those we believe are more likely than not to achieve normalized excess returns for at least the
next 10 years. Wide-moat companies are those in which we have very high confidence that excess returns will remain for 10 years,
with excess returns more likely than not to remain for at least 20 years. The longer a firm generates economic profits, the higher its
intrinsic value. We believe low-quality, no-moat companies will see their normalized returns gravitate toward the firm’s cost of
capital more quickly than companies with moats. We have identified five sources of economic moats: intangible assets, switching
costs, network effect, cost advantage, and efficient scale.

Measuring a Moat

Return on Invested Capital (ROIC)

Narrow Moat Wide Moat
Time Horizon 10 Years 20 Years 20+

Weighted Average Cost of Capital

Determining Fair Value
At the heart of our valuation system is a detailed projection of a company's future cash flows, resulting from our analysts’
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Equities Research Methodology

independent primary research. Analysts create custom industry and company assumptions to feed income statement, balance sheet,
and capital investment assumptions into our globally standardized, proprietary discounted cash flow, or DCF, modeling templates.
We use scenario analysis, in-depth competitive advantage analysis, and a variety of other analytical tools to augment this process.

The Uncertainty Rating

Morningstar’s Uncertainty Rating is designed to capture the range of potential outcomes for a company’s intrinsic value. The rating
begins with a suggested rating produced by a quantitative process based on the trailing 12-month standard deviation of daily stock
returns. Analysts use the suggested rating, historical rating data, and their own knowledge of the company to inform them as they
make the final Uncertainty Rating decision. Our Uncertainty Rating is meant to consider anything that can increase the potential
dispersion of outcomes for the intrinsic value of a company, and anything that can affect our ability to predict these outcomes
accurately. These can include cyclical factors, operational and financial factors such as leverage, company-specific events, ESG
risks, and anything else that might increase the potential dispersion of future outcomes and our ability to estimate those outcomes.
We have five different ratings: Low, Medium, High, Very High, or Extreme. Our recommended margin of safety—the discount to fair
value demanded before we'd recommend buying or selling the stock—widens as our uncertainty of the estimated value of the
equity increases.

Morningstar Equity Research Star Rating Methodology
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Equities Research Methodology

Generating the Morningstar Star Rating
Once we determine the fair value estimate of a stock, we compare it with the stock's current market price on a daily basis, and the
recommendation, or star rating, is automatically re-calculated at the market close on every day the market is open.

Our analysts keep close tabs on the companies they follow, and, based on thorough and ongoing analysis, raise or lower their fair
value estimates as warranted. Furthermore, we would expect our fair value estimates to generally rise over time, due to the time
value of money. Specifically, over the course of a year, barring major changes to analyst assumptions, we would expect our fair
value estimates to increase at the level of our estimate of a firm's cost of equity (net of shareholder returns attributed to dividends).
So, for a stock that pays no dividends with a $100 fair value estimate today and an estimated 10% cost of equity, we would expect
our fair value estimate to rise to $110 in 12 months, all else equal.

It is also worth noting that there is no predefined distribution of our recommendations. That is, the percentage of stocks that earn a
Buy rating can fluctuate daily, so the recommendations, in the aggregate, can serve as a gauge of the broader market's valuation.
When there are many Buy-rated stocks, the stock market as a whole is more undervalued, in our opinion, than when very few
companies garner our highest rating.

Our recommendations /star ratings are guideposts to a broad audience and individuals must consider their own specific investment
goals, risk tolerance, tax situation, time horizon, income needs, and complete investment portfolio, among other factors.

Y% % % % We believe appreciation beyond a fair risk-adjusted return is highly likely over a multiyear time frame. Scenario
analysis developed by our analysts indicates that the current market price represents an excessively pessimistic outlook, limiting
downside risk and maximizing upside potential. This rating encourages investors to consider an overweight position in the security
relative to the appropriate benchmark.

%% Appreciation beyond a fair risk-adjusted return is likely, in our opinion. This rating encourages investors to own the firm's
shares, possibly overweight relative to the appropriate benchmark after fully considering more attractively priced alternatives, such
as our Buy recommendations.

% Indicates that we believe investors are likely to receive a fair risk-adjusted return (approximately cost of equity).
Concentrated portfolios might consider exiting these positions if more attractively priced alternatives are available.

%% We believe investors are likely to receive a less than fair risk-adjusted return and should consider directing their capital
elsewhere. Securities with this recommendation should generally be underweight, assuming less expensive alternatives are
available for the portfolio strategy being employed.

% Indicates a high probability of undesirable risk-adjusted returns from the current market price over a multiyear time frame, based
on our analysis. Scenario analysis by our analysts indicates that the market is pricing in an excessively optimistic outlook, limiting
upside potential and leaving the investor exposed to Capital loss. This rating encourages investors to strongly consider exiting
portfolio positions in the security in nearly all strategies.

Capital Allocation

Our Capital Allocation (or Stewardship) Rating represents our assessment of the quality of management's capital allocation, with
particular emphasis on the firm's balance sheet, investments, and shareholder distributions. Analysts consider companies’
investment strategy and valuation, balance sheet management, and dividend and share buyback policies. Corporate governance
factors are only considered if they are likely to materially impact shareholder value, though either the balance sheet, investment, or
shareholder distributions. Analysts assign one of three ratings: "Exemplary”, "Standard", or "Poor". Analysts judge Capital Allocation
from an equity holder's perspective. Ratings are determined on a forward looking and absolute basis. The Standard rating is most
common as most managers will exhibit neither exceptionally strong nor poor capital allocation.

Capital Allocation (or Stewardship) analysis published prior to Dec. 9, 2020, was determined using a different process. Beyond
investment strategy, financial leverage, and dividend and share buyback policies, analysts also considered execution, compensation,
related party transactions, and accounting practices in the rating.
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Currency

Morningstar research reports are current as at the date on the
report until itis replaced, updated or withdrawn. Our financial
product research may be withdrawn or changed at any time as
other information becomes available to us. A report will be updated
if events affecting the report materially change.

Research Criteria

For further information as to:

o the scope of our research,

« the process by which products are selected for coverage,
o thefilters and research methodology applied, and

e Morningstar's rating scales across equity, ETF, fund, and LIC
research,

please refer to the Research Overview documents at:
https://www.morningstar.com/company/disclosures
#australian-disclosures

For further information as to Morningstar's Research
Methodologies please refer to:
https://shareholders.morningstar.com/investor-
relations/governance/Compliance--

Disclosure/default.aspx

Material Interests and Conflicts of Interest

and How We Manage Them

(1) Holding Securities in Product Issuers

No material interests are held by us, our employees, or a related
company in the financial products that are the subject of the report
or the product issuer. Generally, analysts are not permitted to hold
securities in entities that they rate.

(2) Fees From Publishing This Report

The Morningstar Group and its employees and associates will not
receive any direct benefit from the publication of this report.
Morningstar does not receive commissions for providing research
and does not charge companies to be rated. Where Morningstar
provides research, it is remunerated by subscribers paying a
subscription fee. This fee is variable depending on the client’s
specific requirements.

(3) How Do We Rate?

Morningstar has an associated business, Morningstar Investment
Management Australia, which provides investment management
services and investment products.

Morningstar avoids any potential conflict of interest by not undertaking
or publishing qualitative research on Morningstar Investment
Management's investment products.

Morningstar avoids potential conflicts of interest by not publishing
qualitative analyst research or qualitative ratings on investment
products that track a Morningstar Index.

(4) Providing Other Services

Morningstar may provide a rated product issuer or its related entities
with the following services or products for a fee and on an arm'’s
length basis:

e Subscription fees from our clients for research, software products
and subscriptions to websites and newsletters

e Subscription fees from our clients for equity, credit and fund data
services

e Licence fees from financial planning and revenue management
software

e Licence fees from product issues rated by us, giving them the
right to republish our ratings and research in their promational
material. (Any licensing agreement takes place after the ratings
and research have been completed and distributed to our clients
and the wider marketplace. The product issuer therefore cannot
influence the outcomes of our Research or rating assessments.
Licensing negotiations are undertaken by sales employees
segregated from research employees)

e Llicence fees from product issuers to use Morningstar Indexes and
basis point income based on the assets in the product

e  Eventand website sponsorship

o Website advertising



(5) Our Employees
Our employees may from time to time receive nominal

gifts/hospitality from clients and/or product issuers. We have
strict guidelines in place as to the circumstances and extent to
which our employees may accept any such gifts/hospitality.
Morningstar regularly reviews all gifts, benefits and
entertainment received to ensure adherence with internal
policy requirements. Our employees are guided by our Code of
Ethics and our related conflicts of interest policies.

Some of our Manager Research employees participate from time
to time in overseas industry forums. The costs are paid by the
event organiser which in turn charges fees to product issuers on
which Morningstar may produce qualitative research reports
and ratings. That is, the benefits are indirectly provided by the
product issuers.

Morningstar research employees are remunerated by salary and do
not receive any commissions or fees. They may be eligible for an
annual bonus which is discretionary and relevant to their role as
offered by Morningstar from time to time. Certain employees may
also receive Restricted Stock Unit Grants in Morningstar, Inc. that
are vested over a defined period.

Reasons For Our Opinion and Ratings

Marningstar believes reasonable efforts were made by its
analysts to carefully research information contained in their
analysis and by the Quantitative Research team in creating
methodologies and choosing supporting data. The information
on which the analysis is based has been obtained from sources
which are believed to be reliable such as, for example, the fund'’s
offer document and shareholder reports (or their equivalents),
company website, interviews with company personnel, and
relevant and appropriate press sources as well as data, statistics,
and information within Morningstar’'s own database. While
Morningstar, its analysts, and the Quantitative Research team
has obtained data, statistics and information from sources it
believes to be reliable, the data, statistics, and information has
not been audited or independently verified.

Morningstar Medalist Rating Methodology

The Morningstar Medalist Rating is underpinned by the three
pillars — People, Process, and Parent. Morningstar's global
analyst team believes these three pillars are crucial to predicting
the future gross performance of strategies and their associated
vehicles.

In accordance with the Morningstar Medalist Rating
Methodology, Morningstar assigns pillar ratings to vehicles in

one of three ways: “Directly, by Analysts”; “Indirectly, by
Analysts”; or “Directly, by Algorithm.”

The Morningstar Medalist Rating is accompanied by two newly
implemented data points: Data Coverage % and Analyst-Driven %.
The Data Coverage % data point is a summary metric describing
the level of data completeness used to generate the overall rating.
The Analyst-Driven % data point displays the weighted percentage
of a vehicle's pillar ratings assigned.

Vehicles expected to receive a Morningstar Medalist Rating should meet
the following criteria:
o Allthree pillar ratings will be either directly or indirectly assigned
by an analyst; or
e Ifananalyst assessment is absent on any Pillar the machine-
learning model will assign the Pillar Rating. A Medalist Rating will
be produced when 80% or greater Data Coverage exists at the
fund level.

For further information please refer to
https://www.morningstar.com/company/disclosures#australian-
disclosures.

Listed Investment Companies

Listed Invested Companies (LICs) may receive a Morningstar Medalist
Rating. The rating is derived using the matrix set out in the
Morningstar Medalist Rating Methodology. As such, ratings on LICs
are expected to be entirely analyst derived. That is, the Analyst-Driven
% data point is expected to display 100%. LICs are typically closed-
end vehicles, and their share prices may trade at a premium or
discount to their net tangible assets (NTA). The Morningstar Medalist
Rating expresses a view of an active strategy’s ability to add value
over the long term when comparing the underlying NTA with a
relevant Morningstar Category index after accounting for fees and
risk. However, the Medalist Rating does not dynamically change in
line with the share price moves of the strategy relative to its NTA. As
such, investors should assess whether the strategy’s share price has
deviated materially from NTA and the impact this may have on long-
term return outcomes.
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