UK: +44 (0)207 989 0813
NA: +1 646 896 3065
AU +61 2 9280 0700
action@proactiveinvestors.com.au

Rio Tinto PLC
23:49 17 Feb 2021

What will the world's major mining companies do
with all their cash?
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£94.77 billion
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In some ways, it's a Janus-faced sector.
The Roman god with two heads that looked in opposite directions would look
down on the modern mining industry and smile with recognition.
That's not just because mining is currently grappling with two opposing
tendencies: 1.) the unnerving possibility that ESG issues may wreak havoc
across the sector, and 2.) the huge amounts of cash that are now building up
as the boom times roll around again.
As well as being two faced, Janus was also the god of transition, and there's no
question that the mining sector is currently undergoing a profound transition.
Just look at the homepage for Rio Tinto's (LON:RIO) website - it's all about
urban sustainability, robotics, athletics, and aerospace. Not a mention as you
land on the site anywhere of mining, and it's only when you scroll down, past
the story that says aluminium is good for blueberries that you get any idea of
what the company actually does.
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And what it does is dig huge pits in the ground at immense profit, occasionally
causing huge environmental and social damage as it goes.

Website:

How much this new window dressing will work is open to question. After all, we
live in a world that's constantly and desperately on the hunt for big narratives
and that thinks it's found one in saying that mining companies are evil.

Rio Tinto is a leading international mining
group that finds, mines and processes the
earth's mineral resources. The Group's
major products include aluminium, copper,
diamonds, energy products, gold, industrial
minerals (borates, titanium dioxide, salt and
talc), and iron ore. Its&nbsp;activities span
the world but are strongly represented in
Australia
and
North
America.

But the one saving grace for the sector now is that times are good.
Both Rio Tinto and BHP Billiton (LON:BHP)(ASX:BHP), on many metrics the
world's biggest miners, have announced bumper results this week, including
bumper cashflow and record dividends. Their share prices are also riding high.

www.riotinto.com
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So far so good.
A high share price and a high dividend can usually be taken as a sign of rude
health as far as listed companies go.
And yet, even allowing for the gains of the past 12 months, as government stimulus money has poured into the global
economy and created huge demand for all the things that the miners sell, when it comes to yield, the re-rating still looks
underdone.
Recent analysis by Citigroup showed that the mining sector yields on average just over 6%, as against the broader
market, which yields just over 3%.
That suggests either that the mining sector remains undervalued relative to the wider market, or that mining sector
dividends are likely to drop.
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The second option looks unlikely at the moment, given that iron ore mining is performing so strongly that Rio Tinto has
just delivered its highest free cash number for the past decade, and BHP isn't far behind.
Which leaves the first option, that the sector is undervalued. But Rio Tinto shares are at a 35-year high and BHP shares
are only a sniff away from their 2011 all-time high.
Can it be that the mining sector is beginning to have something in common with the tech sector that it so wants to
emulate in its marketing messaging? Is it likely that all-time share price highs for the mining sector will be the norm for
the foreseeable future, as the cash keeps rolling in?
Thinking along these lines led Robert Friedland recently to speculate that the boom that's now developing in mining will
be bigger even than the last one which took place in the early 2000s.
Whether or not that's true, the question now becomes: what will the miners do with all this new cash. Already, they've
signposted that a significant part of it is going back to shareholders. That will be welcome, given the way the sector
mismanaged the gains of the last boom by undertaking a series of overpriced and cash-based acquisitions.
Acquisitions of explorers will be on the agenda, though, as will in-house exploration. And perhaps the miners will take a
lead from some of junior peers like Tirupati Graphite (LON:TGR) and start moving up the value chain in green
technology to create more vertically integrated businesses.
And perhaps too, real funds will be directed towards ESG, to ensure that public relations calamities like Juukun Gorge
and actual human tragedies like Samarco never happen again.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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