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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, including those on slide 5, 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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Supporting statements

Ore Reserves (slide 23) 

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 23 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 23 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.
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Chief executive

J-S Jacques
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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 delivered six 

months early
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

51 Copper equivalent CAGR, 2015-2025.
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Safety and health come first

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

Continued focus on Fatality Prevention

– 731,000 CRM verifications in H1 2017

Further AIFR improvement achieved in H1
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Disciplined allocation of strong cash flow in H1 2017

7

Operating cash flow H1 2017

0.7

1.1

2.0

2.5

Sustaining capital

Growth capital

Balance sheet strength

Shareholder returns paid in H1 2017

$6.3 bn
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Delivering on our promises

8

 Shareholder returns of $3.0 billion

 Strong EBITDA generation of $9.0 billion and margin of 45%

 $2 billion cost-out programme achieved early

 Balance sheet strength with net debt reduced to $7.6 billion

 Strengthening the portfolio with divestments and compelling growth



Chief financial officer

Chris Lynch
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Market overview

10

Chinese macroeconomic data 

outperformed market expectations

Iron ore price volatility and port stocks 

remain elevated

Improved copper prices prompted 

increased scrap volumes

Aluminium curtailments driven by 

Chinese supply-side reforms
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Higher prices driving increased earnings

11
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Total cost reductions1 of 

$0.3bn post-tax or 

$0.5bn pre-tax

1 Cash cost reductions include reductions in Exploration & Evaluation costs
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Net earnings

12

US$m

H1 2017 underlying earnings 3,941

Impairments (166)

Net losses on disposals (5)

Exchange losses on

debt and derivatives
(502)

Rio Tinto Kennecott insurance claim 45

Other (8)

H1 2017 net earnings 3,305



| © Rio Tinto 2017

$2 billion cost-out programme achieved early

13

$8.2 billion cost savings achieved since 1 Jan 2013

$2.1 billion cost savings across 2016/17

– achieved target six months ahead of schedule

$5 billion productivity programme

– Releasing an additional $5 billion of cumulative 

free cash flow by 2021

– Exit rate of $1.5 billion of free cash flow per year

3,208

3.3

1.5

1.3

1.6

0.5 8.2

2013 2014 2015 2016 H1 2017 Total
savings

Pre-tax operating cash cost improvements
Reduction vs. 2012 ($ billion)
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Continuing to shape our portfolio

Coal & Allied divestment to Yancoal for $2.69 billion

– Improvement of $0.5 billion cash on completion

– Proceeds of $2.56 billion expected in H2

Lochaber second tranche of $0.2 billion received in H1

141 Based on amounts announced in Rio Tinto media releases, may vary from cash flow statement due to timing, completion adjustments and exchange rates 

3,208

2.2

1.8

1.3

2.7 7.9

2013 2014 2016 2017 to date Total since
2013

Value delivered through divestments$7.9 billion1 disposals announced since 2013
$ billion
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H1 2017 spend of $1.8 billion as projects progress

– Sustaining capex of $0.7 billion

– Growth capex of $1.1 billion

AutohaulTM expected to be fully operational end-2018

Pilbara rail upgrade capex included in guidance

Three major growth projects progressing well

Sustaining capex and compelling growth

15

2017F 2018F 2019F

Sustaining Pilbara mines replacement Development

Capital expenditure profile
$ billion

~5.0

~5.5 ~5.5
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13.8

9.6

7.6

10.8

Dec-15 Dec-16 Jun-17 Pro-forma
 Jun-17 2

Balance sheet strength

16

Net debt reduced by $2 billion in H1 2017 to $7.6 billion

Strong balance sheet:

– Provides stable foundation during uncertain economic 

outlook

– Supports shareholder returns through the cycle

– Enables counter-cyclical investment in compelling growth 

1 EBITDA over a rolling 12 month basis
2 Post 2017 interim dividend and H2 2017 share buy-back

Leverage1 and net debt
$ billion

1.1x 0.7x 0.6x

Interim 

dividend 

and SBB

0.4x
Net debt 

to EBITDA
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Near-term maturities greatly reduced

17

1 Numbers based on period-end accounting value                                                                 
2 The June 2017 maturity profile includes the repayment of the $4.1 billion Oyu Tolgoi amortising project finance loans based upon the minimum contractual 

payments (mainly 2020 through to 2030)
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30 June 2017 debt maturity profile1,2

Gross debt

$ million

Gross debt reduced by $2.5 billion in H1 2017 –

principally from bonds purchased/redeemed 

with cash

Average outstanding debt maturity now ~11 

years

No bond maturities until 2020

Net interest paid of ~$260 million associated 

with the H1 2017 bond purchase programme 
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Delivering superior returns for shareholders

18

Total returns to shareholders of $3.0 billion announced

– 75% of underlying earnings

– Interim dividend of $2.0 billion or $1.10 per share to be paid in 

H2 2017

– Share buy-back of $1.0 billion in Rio Tinto plc shares by the 

end of 2017

In addition to completion of ongoing buy-back of $0.2 billion by 

the end of 2017
2.0

1.0

0.2

2017 Interim dividend

2017 buy-back announced in Aug-2017

Completion of buy-back announced in Feb-2017

Cash returns to shareholders in H2 2017
$ billion



Chief executive

J-S Jacques
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Strong Chinese steel industry margins and low inventories

20

China’s supply-chain is tightening 
Steel inventory days

Steel mill cash margins are rising 
$ per tonne

Rising lower quality1 iron ore inventories
Million tonnes
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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

Strategy will deliver value through the cycle

21
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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

22

Releasing $1.5 billion per year 

of free cash flow by 2021

Or

Thereby

Note: EU = Effective Utilisation
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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 Q4 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

23

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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Continuing to deliver on our commitments

Focusing on cash flow growth - $5 billion from productivity by 2021

Strengthening our portfolio

Investing in our three major growth projects

Maintaining balance sheet strength

Delivering superior shareholder returns - $3.0 billion of cash

24
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Higher prices driving increased earnings in H1 2017

26

Underlying earnings H1 2016 vs H1 2017
$ million (post tax)

1,563 

2,743 

0

2,000

4,000

6,000

H1 2016
underlying
earnings

Price

1,583

444

271
178 131 109

25 2

Iron ore Aluminium* Met. coal Copper Thermal coal
Semi-soft coking

coal Minerals Other

* Aluminium includes aluminium, alumina and bauxite



| © Rio Tinto 2017

Volumes impacted by weather and maintenance in iron 
ore and coal

27

1,563 

4,028 
2,743 

(92) (63)
(123) (177)

0

2,000

4,000

6,000

H1 2016
underlying
earnings

Price Exchange
rates

Energy Inflation Flexed
H1 2016

underlying
earnings

Volumes
& Mix

41
27 22

10

-14

-67
-84

-112

Underlying earnings H1 2016 vs H1 2017
$ million (post tax)

* Aulminium includes aluminium, bauxite and alumina

** Volume impact of the Escondida strike has been treated as a one-off and is excluded from this chart
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Iron Ore: lower volumes offset by higher pricing and 
cost reductions

28

1,743 

3,129 
3,255 1,471 109 83 

(28) (32) (25) (66)

0

2,000

4,000

H1 2016
underlying
earnings

Price Exchange rates Energy Inflation Flexed
H1 2016
 earnings

Volumes Cash cost
reductions

Tax & other H1 2017
underlying
earnings

• Pilbara shipments of 154.3 million tonnes were 3% lower than in H1 2016, due to weather impacts in the first quarter and accelerated rail upgrade in the second quarter

• Pilbara FOB EBITDA margins of 69% achieved in H1 2017 (58% in H1 2016)

• Pilbara cash unit costs to $13.8 per tonne in H1 2017, compared with $14.3 per tonne in H1 2016

• Total cost reductions delivered in H1 2017 of $156 million pre-tax. Total pre-tax Iron Ore cost savings delivered since 2012 now total $1.5 billion

• Pilbara iron ore revenues includes $569 million of freight in H1 2017 compared to $344 million in H1 2016

• Approximately 62 per cent of sales in H1 2017 were priced with reference to the current month average, 19 per cent with reference to the prior quarter’s average index 

lagged by one month, five per cent with reference to the current quarter average and 14 per cent were sold on the spot market

• Approximately 64 per cent of H1 2017 sales were made on a cost and freight (CFR) basis, with the remainder sold free on board (FOB)

Underlying earnings H1 2016 vs H1 2017
$ million (post tax)
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Aluminium: prices, cost savings and volumes drive 
increased earnings

29

• Average LME prices in H1 2017 were 22% higher than H1 2016. The average realised price per tonne averaged $2,151 in H1 2017 (H1 2016: $1,805). Market premia

increased in all regions: in the US, the mid-West market premium averaged $206 per tonne in 2017 first half, compared with an average of $182 per tonne in 2016 first 

half, a 13% rise. 

• Total H1 2017 cost savings were $80 million pre-tax. These were achieved through productivity improvements and volume increases, taking total pre-tax Aluminium cost 

savings delivered since 2012 to $1.7 billion

• Integrated operations EBITDA margins were 35% in H1 2017, compared to 25% in H1 2016, delivering operating cash flows of $1.1 billion and $0.7 billion of free cash 

flow

• Bauxite revenues includes $111 million of freight in H1 2017 ($96 million in H1 2016)
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Copper & Diamonds: higher prices and cost savings 
offset by lower volumes and one-offs

30

• The Copper & Diamonds group recorded an underlying loss of $69 million, 23 per cent lower than 2016 first half. Higher prices, continued success with cash cost reductions and the 

final insurance settlement ($101 million) relating to the Manefay slide at Kennecott in 2013 were outweighed by lower gold grades at Oyu Tolgoi and the one-off impacts of the 

Escondida strike ($176 million) and a deferred tax asset write-down at Grasberg ($144 million). Also included in one-offs is the absence of the non-cash asset write-downs at Rio Tinto 

Kennecott in 2016.

• Pre-tax cash cost savings delivered in H1 2017 were $173 million bringing total pre-tax cash cost improvements delivered by Copper & Diamonds since 2012 to $1.4 billion.

• Copper & Diamonds generated net cash from operating activities of $649 million and was free cash flow positive, despite a one-third increase in capital expenditure as activity ramped 

up at the Oyu Tolgoi Underground Project. 

• To optimise smelter utilisation, Kennecott tolled 68 thousand tonnes of third party concentrate in H1 2017.

• At 30 June 2017, the Group had an estimated 205 million pounds of copper sales that were provisionally priced at US 262 cents per pound. The final price of these sales will be 

determined during the second half of 2017. This compared with 235 million pounds of open shipments at 31 December 2016, provisionally priced at US 250 cents per pound.
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174 121 4 

(1) (14) (15)

(103)
(145)

(34)

-250

0

250

H1 2016
underlying
earnings

Price Exchange
rates

Energy Inflation Flexed
H1 2016

underlying
earnings

Volumes Cash cost
reductions

Exploration &
evaluation
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Energy & Minerals: higher prices driving earnings

31

82 

605 
652 

610 

29 36 27 

(33)
(20)

(34) (45)

0
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H1 2016
underlying
earnings

Price Exchange rates Energy Inflation Flexed
H1 2016
earnings

Volumes Cash cost
reductions

Exploration &
evaluation

Tax & other H1 2017
underlying
earnings

• Underlying earnings were $652 million, nearly eight times higher than 2016 first half, as the group benefited from higher prices, primarily coal and iron ore, and lower depreciation 

following the reallocation of Coal & Allied to Assets held for sale from 1 February 2017

• The effect of lower volumes of coking coal, including the impact of Cyclone Debbie at Hail Creek, was partly offset by higher volumes of titanium dioxide feedstock

• Pre-tax cost reductions delivered in H1 2017 were $41 million bringing total pre-tax cost savings delivered by Energy & Minerals since 2012 to $1.5 billion

• Strong operating cash flows of $1.1 billion resulted in a free cash flow contribution to the Group of $0.9 billion

• On 26 June 2017, Rio Tinto confirmed Yancoal Australia as its preferred buyer of Coal & Allied, after an improved offer from Yancoal of $2.69 billion. Rio Tinto shareholders have since 

approved the sale, which is expected to complete in the third quarter of 2017.  In 2017 first half, Coal & Allied reported gross sales revenue of $784 million and free cash flow of $263 

million.

Underlying earnings H1 2016 vs H1 2017
$ million (post tax)
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Other movements in underlying earnings

32

• Other operations includes the Gove alumina refinery (curtailed in May 2014) and RT Marine.

• Interest includes $180 million post-tax of early redemption costs associated with the bond buy-back programme.

• The increase in Other items includes higher costs across central functions and $25 million relating to the onerous contract provision at Abbot Point as a result of updated forecast rail 

costs. 

Underlying earnings impact

Energy & 
Inflation Volumes Cash Costs Epl'n eval'n Non Cash

Interest, tax & 
other H1 2017$ million H1 2016 FX/ price

Other operations (32) 41 9 10 (14) - 8 (56) (34)

Exploration & Evaluation (net) (64) - - - - (12) - - (76)

Interest (328) - - - - - - 8 (320)

Other items (159) - - - (36) - - (31) (226)

Total (583) 41 9 10 (50) (12) 8 (79) (656)
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Modelling earnings

33

Note: The sensitivities give the estimated effect on underlying earnings assuming that each individual price or exchange rate moved in isolation. The relationship between currencies and commodity prices is a complex one and movements in exchange 
rates can affect movements in commodity prices and vice versa. The exchange rate sensitivities include the effect on operating costs but exclude the effect of revaluation of foreign currency working capital. 

Earnings sensitivity

H1 2017
average price/

rate

($m) impact on FY 2017 underlying earnings of 
10% price/rate change

Copper 262c/lb 190

Aluminium $1,880/t 592

Gold $1,238/oz 28

Iron ore (62% Fe FOB) $68.2/dmt 1,057

Coking coal (benchmark) $285/t 68

Thermal coal (average spot) $81/t 85

A$ 75USc 641

C$ 75USc 213

Oil $53/bbl 47


