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Bank of America Merrill Lynch – 2017 Global Metals & Mining conference  
 

16 May 2017 
 

Rio Tinto chief executive J-S Jacques is presenting at the Bank of America Merrill Lynch Global Metals, 

Mining & Steel conference in Barcelona today. 

 

The presentation is attached and will also be available at riotinto.com/presentations – along with details 

for the audio webcast and replay.   
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Cautionary statements 
This presentation has been prepared by Rio Tinto plc and Rio Tinto Limited (“Rio Tinto”). By accessing/attending this presentation you acknowledge that you have read and understood the following 
statement. 

Forward-looking statements 
This document, including but not limited to all forward looking figures, contains certain forward-looking statements with respect to the financial condition, results of operations and business of the Rio Tinto 
Group. These statements are forward-looking statements within the meaning of Section 27A of the US Securities Act of 1933, and Section 21E of the US Securities Exchange Act of 1934. The words 
“intend”, “aim”, “project”, “anticipate”, “estimate”, “plan”, “believes”, “expects”, “may”, “should”, “will”, “target”, “set to” or similar expressions, commonly identify such forward-looking statements. 

Examples of forward-looking statements include those regarding estimated ore reserves, anticipated production or construction dates, costs, outputs and productive lives of assets or similar factors. 
Forward-looking statements involve known and unknown risks, uncertainties, assumptions and other factors set forth in this presentation. 

For example, future ore reserves will be based in part on market prices that may vary significantly from current levels. These may materially affect the timing and feasibility of particular developments. Other 
factors include the ability to produce and transport products profitably, demand for our products, changes to the assumptions regarding the recoverable value of our tangible and intangible assets, the effect 
of foreign currency exchange rates on market prices and operating costs, and activities by governmental authorities, such as changes in taxation or regulation, and political uncertainty. 

In light of these risks, uncertainties and assumptions, actual results could be materially different from projected future results expressed or implied by these forward-looking statements which speak only as 
to the date of this presentation. Except as required by applicable regulations or by law, the Rio Tinto Group does not undertake any obligation to publicly update or revise any forward-looking statements, 
whether as a result of new information or future events. The Group cannot guarantee that its forward-looking statements will not differ materially from actual results. In this presentation all figures are US 
dollars unless stated otherwise. 

Disclaimer 
Neither this presentation, nor the question and answer session, nor any part thereof, may be recorded, transcribed, distributed, published or reproduced in any form, except as permitted by Rio Tinto.  By 
accessing/ attending this presentation, you agree with the foregoing and, upon request, you will promptly return any records or transcripts at the presentation without retaining any copies.   

This presentation contains a number of non-IFRS financial measures. Rio Tinto management considers these to be key financial performance indicators of the business and they are defined and/or 
reconciled in Rio Tinto’s annual results press release and/or Annual report.  

Reference to consensus figures are not based on Rio Tinto’s own opinions, estimates or forecasts and are compiled and published without comment from, or endorsement or verification by, Rio Tinto. The 
consensus figures do not necessarily reflect guidance provided from time to time by Rio Tinto where given in relation to equivalent metrics, which to the extent available can be found on the Rio Tinto 
website. 

By referencing consensus figures, Rio Tinto does not imply that it endorses, confirms or expresses a view on the consensus figures. The consensus figures are provided for informational purposes only and 
are not intended to, nor do they, constitute investment advice or any solicitation to buy, hold or sell securities or other financial instruments. No warranty or representation, either express or implied, is made 
by Rio Tinto or its affiliates, or their respective directors, officers and employees, in relation to the accuracy, completeness or achievability of the consensus figures and, to the fullest extent permitted by 
law, no responsibility or liability is accepted by any of those persons in respect of those matters. Rio Tinto assumes no obligation to update, revise or supplement the consensus figures to reflect 
circumstances existing after the date hereof. 
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Ore Reserves (slide 14) 

 

Silvergrass Ore Reserve grade. Proved and Probable Ore Reserves for Silvergrass (178Mt at 61.3% Fe) were released to the market in the 2016 Rio Tinto Annual Report on 2 March 2017 and can be 

found on p 225 of that report. The Competent Person responsible for reporting of those Ore Reserves was C Tabb.  

  

Reserve grade for Oyu Tolgoi Underground – Hugo Dummett North and Hugo Dummett North Extension. Probable Ore Reserves for Hugo Dummett North and Hugo Dummett North Extension (499 Mt at 

1.66% Cu, 0.35g/t Au) were released to the market in the 2016 Rio Tinto Annual Report on 2 March 2017 and can be found on p224 of that report. The Competent Person responsible for reporting of those 

Ore Reserves was J Dudley.  

 

Reserve grade for Amrun (formerly South of Embley). Proved and Probable Ore Reserves (1409Mt at 52.4% Al2O3) for Amrun (South of Embley) were released to the market in the 2016 Rio Tinto Annual 

Report on 2 March 2017 and can be found on p223 of that report. The Competent Person responsible for reporting of those Ore Reserves was L McAndrew.  

 

Rio Tinto is not aware of any new information or data that materially affects the above reserve grade estimates as reported in the 2016 Annual Report, and confirms that all material assumptions and 

technical parameters underpinning these estimates continue to apply and have not materially changed. The form and context in which each Competent Person’s findings are presented have not been 

materially modified. 
 
Production Targets 
 
The production target for Amrun shown on slide 14 was disclosed in a release to the market dated 27 November 2015 (“Rio Tinto approves US$1.9 billion Amrun (South of Embley) bauxite project”). The 
production target for Oyu Tolgoi shown on slide 14 is the average production 2025-2030, including open pit production. This production target was disclosed in a release to the market on 6 May 2016 (“Rio 
Tinto approves development of Oyu Tolgoi underground mine”). All material assumptions underpinning these production targets continue to apply and have not materially changed. 

 
 

 

  

Supporting statements 
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Our value proposition… 

Long-term strategy Cash focus 
Capital discipline and 

shareholder returns 

Team and performance 

culture 

World-class assets Value over volume  Strong balance sheet Safety first 

Delivering >2% CAGR1 CuEq growth $2 billion cost savings over 2016/17  40-60% returns through the cycle Assets at the heart of our business 

Licence to Operate 
$5 billion free cash flow from mine  

to market productivity by 2021  
Portfolio shaping 

Commercial and operational 

excellence 

4 

1 Copper equivalent CAGR, 2015-2025.  
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… is already delivering superior returns 

          

          

5 

 

Highest cash returns to shareholders 

– Declared $3.6 billion of shareholder returns 

– Cash returns to shareholders represented 32% of 2016 operating cash flow 

 Sector-leading free cash flow growth 

– Three major projects approved and underway; each with IRR > 20% 

– $5 billion of free cash flow in productivity improvements over 5 years 

 

Strongest balance sheet in sector 

– Net debt of $9.6 billion 

– Net debt / EBITDA 0.7x 

 Resilient cash generation 

– Group EBITDA of $13.5 billion, EBITDA margin of 38% 
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Supportive Chinese macro indicators 

6 

 

 

Industrial Indicators 

Source: CEIC, Rio Tinto 

– Housing inventories remain at lower levels 

– Growth in starts and area under construction 

remain elevated 

– Fixed asset investment growth improving 

– Infrastructure investment growth up 19% YoY  

– Chinese industrial policy is a key driver for the 

sector 

– Environmental measures may increase 

demand for higher grade iron ore 

– Policy changes expected to impact new 

aluminium capacity  

Fixed asset investment 

Housing inventories 

0

5

10

15

20

25

30

Mar-14 Mar-15 Mar-16 Mar-17

FAI

FAI: Infrastructure

FAI: Real Estate

FAI: Manufacturing

YoY, ytd 

0

10

20

30

40

50

60

70

M
o

n
th

s
 o

f 
s
u

p
p

ly
 

Tier 1

Tier 2

Tier 3

Sales and Starts 

-30

-20

-10

0

10

20

30

M-14 S-14 M-15 S-15 M-16 S-16 M-17

Floor Space Under Construction

Floor Space Started
YoY, ytd 

0

1

2

3

4

5

6

7

8

9

10

-15

-10

-5

0

5

10

15

20

Mar-14 Mar-15 Mar-16 Mar-17

Electricity Generation 3mma
Rail Freight Volumes

YoY, ytd 

IVA (Real) RHS 



| © Rio Tinto 2017 

0%

5%

10%

15%

20%

25%

30%

35%

40%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Diversified average (1)

Industry has destroyed value through over-capitalisation 
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Source: Company reports 

(1) Annual average of Rio Tinto, BHP (calendarised to Dec year end), Anglo American, Glencore and Vale 

Note: Return on investment defined as tax adjusted EBIT / capital employed. Company stated adjusted EBIT / EBITDA used. Tax rate based on stated effective 

tax rate where published, otherwise statutory tax rate of primary operating jurisdiction used. Capital employed equals net debt plus consolidated book equity.  

Pre-Super  
cycle 

Super cycle Post-Super cycle 

Return on capital employed 
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Disciplined capital allocation  

World-class assets 

Portfolio 

Operating excellence  

Performance 

Capabilities 

People & Partners 

Balance sheet strength Superior shareholder returns Compelling growth 

Superior cash generation 

We are maintaining a disciplined and consistent strategy 

8 
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World-class portfolio 

Iron Ore Bauxite Aluminium Copper 

Main 

businesses 
Pilbara Weipa, Gove, CBG Canadian smelters Oyu Tolgoi,  

Escondida 

Competitive  

advantages 

Low-cost, world-class assets 

Integrated infrastructure 

Benchmark product 

Technical marketing 

Large, low-cost bauxite 

assets 

Technical leadership  

and marketing 

First quartile smelters 

Low-cost renewable power 

Large, long-life, low-cost  

Attractive growth options 

Technology and innovation 

2016  

margins 

63%  
FOB EBITDA  

margin 

50%
1 

FOB EBITDA  

margin 

26%
1 

Operating EBITDA  

margin 

46%
1 

Operating EBITDA  

margin 

9 

1 Margins relate to main businesses only, exclude product group overheads 
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Safety and operating responsibly are key priorities 

A history of continual improvement in safety 
AIFR per 200,000 hours worked 

10 
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Operating excellence is focused on cash 

11 

 

 

1 Based on amounts announced in Rio Tinto regulatory releases. May vary from cash flow statement due to completion adjustments and exchange rates 

Recycling capital(1) 

(Asset disposals $bn) 
 

3.3   

7.8   1.5   

1.3   

1.6   

2013 2014 2015 2016 Total

Reducing costs  

(Cash cost improvements $bn) 

Releasing working capital 

(Trade days) 

2.2   

7.7   

1.8   

1.3   

2.5   

2013 2014 2016 2017 Total

53 

45 

35 

22 

Dec-13 Dec-14 Dec-15 Dec-16
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0.7x  

1.2x  

1.4x  
1.5x  

2.1x  

9.6 20.1 8.5 15.5 25.1  

Rio Tinto Peer 1 Peer 2 Peer 3 Peer 4

Strongest balance sheet in the sector 

12 

 

 

1 Company stated net debt at 31 December 2016, CY 2016 EBITDA figures are used in calculations. Calculations reflect Peer 3’s reported net debt, 

net of RMIs. 

Leverage1  and net debt at 31 December 2016 
Net debt to EBITDA  

Net debt 

($bn) 
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We returned 28% of cash generated
1

 to shareholders 

13 

 

 

Most disciplined and balanced allocation of capital in 2016   

 

28%  12%  0%  0%  3%  

Rio Tinto Peer 1 Peer 2 Peer 3 Peer 4

Sustaining capex Growth capex Balance sheet Shareholder returns

1 Cash generated = net cash generated from operating activities, sales of PP&E and disposals 
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High-return growth projects 

Silvergrass Amrun Oyu Tolgoi 

High-grade, low phosphorus iron ore 

enhancing value of Pilbara Blend  

Creating seaborne bauxite market, 

high-grade and expandable 

Largest and highest quality copper 

development in the world 

>100% IRR >20% IRR >20% IRR 

$0.5 billion1 capex, first quartile opex $1.9 billion capex, first quartile opex $5.3 billion capex, first quartile opex 

~20 Mt/a1, commissioning H2 2017 22.8 Mt/a2, commissioning H1 2019 
First drawbell production: 2020 

Full production ~560 kt/a (2025-30)2 

61.3% Fe2, low-phosphorus 52.4% alumina content2 1.66% Cu, 0.35g/t Au2 

14 

1 Including NIT projects 1 and 2  
2 Refer to the statements supporting these reserve grades and production targets set out on slide 3 of this presentation.  
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Delivering $5 billion of free cash flow from productivity… 

Moving 25% more material 

Retiring 20% of mobile 

equipment capital base  

Load & Haul 

Processing 

~50 processing plants with 55-95% EU 

>800 trucks with 55-75% EU 

>200 dig units with 30-50% EU 

Infrastructure 

~15,000 wagons with 50-75% EU 

 

~30 ship loaders and unloaders with 

50-80% EU 

e.g ~5% reduction in 

rail and shipping 

cycle times  

e.g ~15% 

increase in 

capacity utilisation 

e.g ~15% 

improvement in 

truck EU 

15 

Releasing $1.5 billion per year 

of free cash flow by 2021 

Or 

Thereby 

Note: EU = Effective Utilisation 
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Replication of best 
practice 

…by further optimising our performance 

Integrating our supply 

chains 

Enhancing marketing 
capability 

Applying technology and 

data 

16 

Partnering with our 

suppliers 

Partnering with our 

suppliers 
Increasing automation 
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Delivering superior returns 

          

17 

 

Highest cash returns to shareholders 

 Sector-leading free cash flow growth 

 

Strongest balance sheet in sector 

 Resilient cash generation 

Portfolio of world-class assets  


