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GrainCorp Ltd (GNC)
Goodnight, tonight, goodbye

A record December crop forecast

The Dec’21 ABARES crop report highlighted an east coast winter crop forecast of
29.1mt above last year's previous high of 28.6mt. Key observations below:

East coast winter crop production: The winter crop forecast upon which the WRI
grains contract is based is 29.1mt vs. 26.5mt at the Sep’21 report and 28.6mt in the
Dec’21 report. Under the WRI agreement, GNC commences payments at 19.3mt until
~24mt is reached, meaning the upper bound would be met ($70m max outflow). The
contestable crop (wheat, barley, canola and chickpea) which drives our GNC receipts
estimate, is forecast at 27.4mt (vs. 24.2mt in Sep’21).

ABARES contestable summer crop: We focus on two grains, being cottonseed and
sorghum. If achieved, the 2021-22 ABARES forecast of 3.5mt (3.1mt at Sep’21) would
be the highest contestable summer crop since 2013. Note a total summer crop of
5.0mt (4.4mt at Sep’21) is forecast.

ABARES accuracy: Historically the December report has had ~97% average
accuracy with a spread of 90-113%. 2010-11 was the most notable overestimate.

YTD Crop receivals: At its latest harvest update, GNC had received 4.55mt in
storage, down -48% YOY and -14% below the 11 year average.

The crop report was stronger than the Sep’21 outcome and comparable to the Dec’20
record forecast. However, we have only incorporated additional summer crop volumes,
resulting in NPAT upgrades of +3% in FY22-23e, with our $6.15ps target price
unchanged. The Dec’21 crop forecast implies record production in FY22e, however,
we are cognisant a wet harvest in 2010-11 saw a subsequent ~3mt downgrade.

Investment view: Downgrade to Sell

FY22e is likely to benefit from two of the largest east coast crops on a record at a time
when northern hemisphere crop failures have elevated canola crush and marketing
returns. FY22e earnings look to reflect a seasonal high, with an expected 35-40%
contraction in EBITDA and 45-50% contracting in NPAT when conditions normalise.
We downgrade our rating from Hold to Sell.

Earnings Forecast

Year end September 2021 2022e 2023e 2024e
280 Sales (A$m) 5,491.5 5,942.7 5,295.2 4672.4
37.0 A EBITDA (A$m) 330.8 382.9 268.8 249.0
36.0 NPAT (reported) (A$m) 139.3 171.9 959 85.9
55.0 NPAT (adjusted) (A$m) 139.3 171.9 95.9 85.9
340 EPS (adjusted) (cps) 60.9 75.1 419 375
#3.0 EPS growth (%) n.a. 23.4 (44.2) (10.4)
520 PER (x) 11.2 9.1 16.2 18.1
;'2 FCF Yield (%) 36 6.1 2.2 11.0
i T T T 1
Nov 18 May 20 Nov 20 May 21 Nov 21 EV/EBITDA (x) 8.1 7.0 10.0 10.8
Dividend (¢ps) 18.0 25.0 20.0 20.0
=GNC =—5&P 300Rebased Yield (%) 26 37 29 29
Franking (%) 100.0 100.0 100.0 100.0
ROE (%) 11.6 13.0 7.0 6.1
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
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GNC drivers

3mth rainfall outlook vs
Jun

Rainfall vs.
Jun-Aug

Summer crop
Rainfall

Acreage (Ha) Jun Final Apr-May Dec-Jan

2021-22 -44% 8% Wetter Wetter Wetter
2020-21 -5% -20% -T% 25% Wetter Wetter Wetter
2013-20 -37% -45% -62% -42% Drier Drier Drier
201819 -81% -42% -2T% -24% Drier Drier Average
2017-18 -24% -48% -6% -12% Drier Average Weger
201617 10,668 194 210 26.5 296 282 ™ 67% 59% -15% Wetter Wetter Drier
201516 9,339 16.0 180 172 178 173 -13% -16% -37% 2% Drier Weder Average
201415 9,790 182 176 15.8 16.0 17.0 -23% -13% -43% 18% Drier Drier Drier
201314 9,702 182 186 18.2 18.1 18.1 -37% -1T% -28% -50% Wetar Weger Average
2012-13 10,531 184 185 18.1 183 202 -36% 2% -44% -36% Average Drier Weter
20112 10,585 205 196 08 206 276 -31% -19% 12% 16% Weter Average Weter

10,831

Average

Plant: April-August
Development:August-September
Harvest: October-December

SOURCE: ABARES AND BOM

Figure 2 - Australian - US grain spreads Figure 3 - Canola crush margins (A$/t)
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Figure 4 — Relative soil moisture profile — Nov’21 Figure 5 — Three month rainfall outlook - Nov’21

Displaying: Root zone soil maisture. 28 November 2021
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GNC Company overview

Company Description

GrainCorp (GNC) provides handling, storage, marketing, logistics and agronomic service to
the east-coast grain industry. GNC also retains an interest in listed malt producer UMG.

Target price

Our target price for GNC is $6.15ps and is based on: (1) normalised east coast crop
production of 19.0-20.0mt (east coast winter + sorghum) and returns we would expect the
grain and oilseeds business to generate in that year. These earnings are implied on a
range of 7.5-8.5x through the cycle PBTDA (with the lower multiple applied to GNC'’s target
of $240m EBITDA reflecting the higher crop assumption base), (2) a value for its holding in
UMG at market value; and (3) incorporation of planned $50m in cash asset sale proceeds.

Risks
Risks facing an investment in GNC include but are not limited to:

COVID-19: The substantial impact of COVID-19 on the global and domestic economies is
creating enormous volatility and uncertainty in global share markets. The forecasts in the
report may be subjected to significant changes if this situation continues for an extended
period of time.

Weather: Weather patterns around the winter cropping season (April-November) are the
major driver of grain volumes produced on the east coast of Australia and hence volumes
that can be delivered into the GNC network.

New competition: The emergence of three new grain terminals at Newcastle and Port
Kembla have added 3.1mt of capacity to an industry that already has sizeable excess
capacity. Competition for grain has the scope to reduce returns generated to legacy assets
and reduce GNC’s share of crop.

Grain trading risks: a material portion of the earnings of GNC are exposed to grain
trading margins which are linked to domestic and international prices. Rapid movements in
global arbitrages or the inability of GNC to develop attractive margins in its grain trading
operation can have a detrimental impact on group returns.

UMH Group trading value: GNC will retain a 10% holding in the demerged operations of
UMH Group. Sharp movements in the value of the UMH share price can impact the value
of GNC and the potential for GNC to access future cashflow if a sale were to be pursued.

Disruption of or changes to transportation services: GNC'’s operations rely on rail and
road transportation to move grain from farms into country storage sites, and from these
sites to port terminals and domestic consumers. A disruption or delay in rail transportation
service provision, for instance as a result of temporary or permanent rail track closures, a
lack of rolling stock or train crews or access to rail paths, may adversely impact GNC'’s
operations and operating results

Grain and oilseed prices: A sudden devaluation or revaluation in oilseed prices can
impact the returns generated in the oils business, given the exposure to spot sales and
inventory carry required to produce the final selling product.

Processing risks: Companies involved in the grain and processing industries are subject
to various operational risks, including those which may be categorised as claims and
disputes in relation to grain or finished product inventory, machinery breakdown, extreme
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weather, fire, supply issues, loss of long term agreements for supply or for premises,
regulatory requirements, workplace disputes and impacts of environmental obligations.

Food and feed industry risk: GNC is subject to food and stockfeed industry risks which
include, but are not limited to, spoilage, contamination, fumigation or treatment applications
which do not meet destination requirements, incorrect grade classification, tampering or
other adulteration of products, product recalls, government regulation, destination or
industry standards, shifting customer and consumer preferences and concerns, including
concerns regarding genetically modified organisms and plants, and potential product
liability claims.

BELL POTTER
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GrainCorp Ltd
as at 30 November 2021

Table 1 - Financial summary

Sept year end 07 2018 2019 2020 202 202 202  2024e | Share price (§)

Profit & Loss (A$m) Recommendation

Sales revenue 45757 42531 48497 36609  B491.5 5427 52952 46724 |Diluted issued capital (m)

... Change (T1%) 140% (45%) 50.0%  82% (10.9%) (11.8%) |Marketcap (Sm)

EBITDA 304 2688 685 1081 3308 3829 2688  249.0 |Enetprise value ($m)

Deprec. & amort (1464) (1532) (1424) (1095 (107.1) (109.6) (1096) (107.1) |Target price ($)

EBIT 437 1156 (139) (14 287 2133 1592 1419  EV Based on T12M average net debtand adj. for UMG stake

Interest expense (3.0 (422 (01 (64 (59 @0 (22 (192

Pre-tax prof 247 734 (1400 (218 1978 2456 1370 1227  Septyearend 07 2018 2019 2020 2021 202 202 202

Tax expense ®31) (1) 423 119 (B85 (7 @) (368 NEUEELLETH

.. faxcrate 08%  42% A% 428% 206% 30.0% 300% 30.0% EPS(gps) 619 307 (B (69 609 751 a9 35

Minorifies - - - - - - - - Change (%) (50.4%) na. na. na.  234% (44.2%) (104%)

Net Profit 146 703 (817 (159 193 M9 959 859 PE(X) 10 21 na (99 N2 91 162 181

Abs. & extras. (16.4) - (313 3592 - - - - EVIEBITDA (x) 690 1001 3930 2490 814 703 1001 1081

Reported Profit 1252 703 (130) 3433 1393 119 959 859 EVEBIT(x) 106 2829 (64 na 1203 98 1690 1897

Cashflow (A$m) NTA ($ps) 597 629 597 44 48 5% 554 5T

EBITDA 304 2688 685 1081 3308 3829 2688 2490 PINTA() 14 108 114 160 141 128 128 119

Tax Paid 20 (4 (43 (63 - @34 @1.0) (368 Book Value (§ps) 813 849 802 479 5271 577 5% 616

Net Interest Expense (395 (424 (@89 (@.1) (261 (68 (49 (207) Price/Book (x) 084 08 08 142 129 18 14 110

Change in Wkg Capital (623 (262 (550) 1218 (511.6) (736) 1057 1016

Other 532 2165 (765 (1925 314 (483 (17116 (312 DPS(f) 00 160 - 70 180 %0 20 20

Operating Cash Flow 3005 1833 (1362  (30) 1445 1908 1369 2619  Payout(%) 8% 5% 0% 0% 0% % 48% 5%

Capex (262 (M9 (836 (7717) (46) (850 (4500  (450) Yied (%) 44%  24%  00%  10%  26% 3% 2% 2%

Div Paid (423  (526) (183 - (43 (#M2 (519) (458) Franking (%) 100%  100% 0% 100% 100%  100%  100%  100%

Free Cash Flow 20 (12) (2381) (80.7) 556 946 46 171

Acquisitons (356 (19 (138 (1) (262 - - B Performance Ratios

Disposals 1898 172 28 1982 258 242 EBITDAsales (%) 85% 63% 14% 30% 60% 64% 51%  53%

Share Issues - - - - - - - - EBITA/sales (%) 53% 2% 5%  00%  41%  48%  30%  30%

Other (106) (279 428 7812 (452 483 17116 312  OCF Realisation (%) 1% 8% (24%) 19%  10M4%  M% 4%  305%

(Inc.) Idec. in net debt 1756 (2338) (063) 8970 (360.0) 1671 2063 2023  FCF Realisafon (%) 5% 5% na  508%  65% 7% 9%  253%
ROE (%) 768% - 36% (44%) (15%) 116% 130%  7.0%  61%

RO 4 S A% 2% AN UB B 8B N

Cash & near cash 3889 309 2653 1247 1266 1119 1415 3088  AseetTum (years) 266 175 048 09 300 349 245 2R

Receivables 4662 581 640 2606 5107 5527 4924 4345  Capex/Depn (x) 15 093 0% 0N 051 050 041 042

Inventories 591 845 7384 274 6656 7203 6418 5663  Interestcover (x) 625 274 (148 (005 864 988 716 740

Other 847 1529 2800 1207 233 2363 2353 2353 NetDebtEBITDA (x) 178 346 1659 22 1.81 113 08 009

Current assets 15189 18764 19077 7844 15382 1,601 1510 15450 Netdebtlequiy (%) % 4% 6% 2%  50% 3% 16% 2%

Fixed assels 15005 15143 13%52 6782 6681 6263 5%7 5706

ems - - - M1 W W 2

Intangibles 445 5029 47110 1251 1024 1024 1024 1024 Agribusiness w6 M9 (@7 85 251 3B 287 2088

Other 8450 8110 16170 41440 36880 38880 38380 38880  Agriprocessing 28 16 BT 45 T 818 622 622

Non current assets 20795 20083 19679 12177 1153 11165 1,087.9 1,618  OterDiscountinued 1584 1701 1755 - - - - -

Total assets 35984 39747 38756 20021 26975 27366 2589 26068 Corporate @7 (08 (290 (B (20 (20 (@20 (20

Crediors 378 4089 3637 1534 2801 3031 2001 2383 EBITDA 3901 2688 685 1081 3308 3829 2688 2490

Borrowings 366 5979 6332 2139 558 340 274 1824

Lease liabilies - - - 29 37 N7 3T 317 ABARES EC winter crop (mi) 282 168 85 122 04 1

Other 158 1811 1356 1529 2528 3360 3578 3923  ABARESEC summer crop (mi) 23 28 20 05 24 35

Current liabilities 8102 11219 11325 5202 11087 1,031 8453 8131  ABARES contestable EC (m) 209 117 86 110 303 309

Borrowings 784 7629 7683 1500 1500 1500 1500 1500

Lease liabiliies - - - 049 2101 2101 2101 2101 Adopted contestable EC (m) 209 17 86 110 03 W4 192 192

Other 1794 M7 1385 266 2837 2887 237 2337  GNC receivals (mf) 15.0 6.8 31 42 165 151 93 93

Non current liabilities 927.8 9046 9068 3866 3837 3837 3837 3837  GNC grain exports (m) 12 27 0.3 13 79 108 54 42

Total liabilities 17380 20325 20393 9068 14924 14168 12200 1197 EC grain sales (mf) 1 50 29 35 6.7 79 6.1 55

Net assets 18604 19422 1,8363 1,0053 12051 13198 13700 14101  Ofishore grain sales (m) 12 19 42 43 34 19 40 40

Share capital 13438 13445 13479 5128 5706 5706 5706 5706  Total grain sales (m) 8.3 6.9 74 8 101 98 104 95

Reserves 643 176 1512 163 283 B3 83 283 Camyout(mi) 33 23 15 07 43 36 27 28

Retained eamings 4508 4801 372 5062 6112 759 764 8162  Throuput(mf) 24 103 49 66 26 262 148 134

Outside equity Interests 15 - - - - - - -

Stholders' funds 18604 19422 1,833 1,0053 12051 14,3198 13700 14104

Net Debt (Cash) 6%.1 9299 11362 2392 592 4R1 259 35

SOURCE: BELL POTTER SECURITIES ESTIMATES
-V
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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