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GrainCorp Ltd (GNC)

Seasonal drivers and oilseeds

Oilseeds, basis and crops

In this note we review the most recent indicators for GNC near term and the
attractiveness of expanding oilseed crush capacity in the medium term in light of
through the cycle canola acreage and production expansion. Key points:

Near term drivers: Soil moisture and three-month rainfall outlooks remain below
average. However, the CSIRO wheatcast model continues to project wheat yields in
NSW (+10%) and VIC (+14%) above the 15yr average. Wheat basis has contracted,
though is still in a stronger position (from a GNC perspective) than in FY18 and oilseed
crush margins remain elevated by historical levels and at levels that would imply an
FY24e outcome broadly consistent with the FY22-23e average.

Oilseed investments: Recently Cargill announced a A$70-75m investment to add
~100kt of capacity across three sites and GNC announced it has commenced
evaluating the case for new crush capacity. When viewed in the context of a +25%
uplift in canola acreage over the last decade and +74% growth in canola production
(on a R5Y through the cycle basis) resulting in a growing exportable surplus we would
expect any investment in new capacity is likely to be reasonably attractive from an
earnings stand point.

We have reviewed our forecasts in light of recent movements in grain basis and
oilseed crush margins, this results in EPS changes of -3% in FY24e and +4% in
FY25e. Our FY25e forecasts have down risked canola crush margins from implied
FY25e futures levels. Our target price is unchanged at $9.45ps

Investment view: Buy the dry

Our Buy rating is unchanged. When we consider the uplift in baseline PBTDA and
improved corporate net cash position GNC is already trading at levels consistent with
the previous seasonal lows. Trading at 5.5-6.2x through the cycle PBTDA, valuation is
undemanding, with multiples likely to contract further as cash is released in lower crop
volume years (i.e. unrealised trading cash earnings and lower working capital).

Earnings Forecast

Year end September 2022 2023e 2024e 2025e
»120 Sales (A$m) 7,868.3 8,127.2 6,845.6 7,436.6
$10.0 EBITDA (A$m) 703.4 559.3 334.2 310.7
$8.0 NPAT (reported) (A$m) 380.4 256.9 107.7 91.6
NPAT (adjusted) (A$m) 380.4 256.9 107.7 91.6
6.0 EPS (adjusted) (cps) 168.1 114.7 48.0 40.9
54.0 EPS growth (%) 176.2 (31.8) (58.1) (14.9)
$20 PER () 4.1 6.0 14.4 16.9
FCF Yield (%) 16.1 7.8 12,5 5.2
$0.0 T T T 1 EV/PBTDA (x) 2.1 2.9 5.2 5.7
Oct 21 Apri2 Oct 22 Apr23 Oct 23 Dividend (¢ps) 54.0 410 22.0 18.0
—CNC = S&P 300 Rehased Yield (%) 7.8 5.9 3.2 2.6
Franking (%) 100.0 100.0 100.0 100.0
ROE (%) 26.2 15.9 6.4 5.3
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
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Seasonal drivers

Seasonal conditions: Soil moisture profiles remain below average and well below levels
seen a year ago. Three-month outlooks, while below average have in general improved
relative to our last update despite the onset of El Nino. Despite drier conditions we note
that CSIRO’s wheatcast model continues to project wheat yield +10% above the 15yr
average in NSW, +14% ahead of the average in VIC and -11% in QLD. The NSW yield
forecast is the only one at this point deviating from the Sep’23 ABARE forecasts, which is
weaker than the wheatcast model.

Figure 1 - BOM Three month rainfall outlook Figure 2 — Relative soil moisture profile
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Crush margins: Oilseed crush margins have weakened in recent months on lower oil and
meal prices, which have not been matched in their entirety by lower seed pricing. Despite
the recent contraction, crush margins remain at historically high levels and with oilseed
production volumes expected to exceed installed industry crush capacity we would
anticipate another strong contribution from the oilseeds business in FY24e.

Figure 3 — Canadian Canola Board crush margin Figure 4 — Quarterly crush margins and peer reporting (A$/t)
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Wheat basis: There has been a material compression in wheat basis in recent weeks,
particularly in lower protein grades. Futures pricing for east coast grain is below spot
values and implies a lower level of implied basis for FY24-25e than spot outcomes and at a
level from a historical point of view that would still be favourable relative to FY18-20 levels.
Our FY24-25e GNC forecasts imply a material downward correction in PBTDA trading
margins towards levels we estimate were generated in FY18-19.
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Figure 5 — Australian —US wheat basis (A$/t) Figure 6 — APW premiums (discounts) (A$t)
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Supply chain pricing: GNC has now released all fee schedules for the 2023-24 season,
both upcountry and port. As we noted in our last report, port charges were up an average
+11% and now we have seen upcountry charges lift +18-25% YOY in receival fees and a
+7-8% YOY uplift in monthly storage and outload fees. The uplift in receival fees should be
viewed in the context of a higher free storage period and as such the overall increase is
more likely be much lower than the headline, but would increase the level of minimum
earnings per ton received upcountry in lower crop years.

Figure 7 — GNC port charges ($/t) Figure 8 — GNC upcountry charges ($/t)
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Oilseeds review

On a through the cycle basis (R5Y average to proxy this) we have witnessed a +25% uplift
in canola acreage over the last decade and +74% growth in canola production over the
same time frame. Domestic canola seed production now materially exceeds installed
industry crush capacity, which would imply there is the scope for further investment in
crush capacity as foreshadowed by GNC at the 1H23 result.

Figure 9 - Canola acreage planted by year (‘000Ha) Figure 10 - Canola crop by year (‘000t)
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Recently Cargill announced a A$70-75m investment to add ~100kt of capacity across three
sites and GNC announced it has had commenced evaluating the case for new crush
capacity. The scope to replace seed exports with higher value oil exports and meal sales
into the domestic feed industry would look a reasonable strategy.

Figure 11 - Crush capacity by processor

Figure 12 - Australian canola seed exports by calendar year ('000t)
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Crush margins (see page 2) have retraced from the recent highs and at levels broadly
consistent with FY22-23e averages in forward markets. In a historical context they remain
elevated and a multiple of levels seen in FY18-19. We continue to anticipate FY24e oilseed
outcomes somewhere consistent with the FY22-23e average. To this end any material
investment in new crush capacity is likely to be reasonably attractive from an earnings
point of view. We had previously noted that the additional 40kt in oilseed crush referenced
in the sustainable earnings uplift (announced with 1H23 results) was estimated at ~$10m
EBITDA through the cycle.
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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 holds an interest in listed malt producer UMG.

Target price

Our target price for GNC is $9.45ps and is based on: (1) normalised east coast crop
production of 20-23mt (east coast winter + sorghum) and returns we would expect the
grain and oilseeds business to generate in that year (through the cycle PBTDA range
estimate to $235-265m); and (2) a value for its holding in UMG at market value.

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 breakdow/n, extreme
weather, fire, supply issues, loss of long term agreements for supply or for premises,
regulatory requirements, workplace disputes and impacts of environmental obligations.

BELL POTTER
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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 10 October 2023

Table 1 - Financial summary

Sept year end MM W9 AN NN N2 NBe AMe M2 |Sharepice() 69
penmein By
Sales revenue 45757 4231 4407 %609 BAOL5 78683 81272 6B456 74366 |Diutedissued capidl (m) 23
... Change (T1%) 140% (45%) S00% 4% 3% (158%) 86% [Maketcap($m) 15524
EBITDA W04 %68 685 1081 08 34 503 342 0T |Enepisevale (bm) 471
Deprec. & amott (464 (1532) (124) (1095) (I0.4) (173 (127 (122) (1184) |Targetprice(s) 945
EBIT WT M6 (B9 (14 27 K61 466 2120 1923 EVBased on TI2M average netdebtand ad. or UNG stake.
Inerest expense 0 @2 M) B4 B9 60 ) @) 63
Predax proft WT T34 (140 (8 1978 H01 B9 1539 1309 Septyearend M7 N8 M9 AW AN AN NBe  Ade e
Tax expense @19 @) 423 19 (85 (1697) (10.0) (462 (303) NELETLLETS
.t N 4% A% 28 B N% 0% NG N0% EPS [s) 69 N7 (B 69 609 181 14T 480 409
Minores . . . . . . . . - Change (%) (04%) na  na ona 162 (318%) (81%) (149%)
Net Profit e 103 (817 (59 193 W04 269 007 96 PE) 12 25 na (W M4 41 60 M4 169
Abs. & extes. (64 -y w2 - - - - - EVIEBITDA (¥) 679 985 BG4 2449 80 3T 4B TR 8
Reported Profit 135270300 0T EviEBIT) 086 20 (B8 na M8 45 606 1248 BT
EVIPBTDA (x 36 573 2R M0 48 215 290 54T 547
*PBTDA is EBITDA less marking interest. EV in this cacluation utilises net deb (cash) ex-marketing book
EBITOA WA %68 685 1081 08 B4 503 M2 307
Tax Paid @0 R4 @y 6y - @y (0N @62 (293 NTA(s) 59 62 59T 4% 4R 605 6T 1B 1%
Net Interest Expense (05 @4 @Y @1 @1 (60 (8 (B9 (57 PNAK 1 10 16 18 14 1M 12 0% 0%
ChangeinWkgCapidl (23 (562 (60) 178 (5116 (131 1489 283  (46) Book Value (5ps) 813 849 82 4T 5T 650 A T4 TN
Other 532 255 (165 (1025 %4 1000 (75 (064 (136 PrioelBook (x) 085 08 08 145 13 107 0% 0B 0w
OperaingCashFlow 3005 1833 (1362) (30) 1445 4014 38 3071 1734 DPS(g) 060 - 00180 M0 40 20 180
Capex 262 (49 @6 (77 (48 (@08 (B0 (00 (00 Payout(h) B 2% 0 0% X% b B A% %
Div Paid @3 (®8 By - (W3 (65 (109 (628 (426 Yied(%) 4% 23 00% 0% 26%  T8% 5% 3% 26%
Free Cash Flow 20 (1) (B84) (607) 556 2498 1218 142 808 Franking (%) 0% 0% 0% 0%  100%  100% 0% 0%  100%
Acquisfons B (19 @y (1 %2 G By - -
Disposals 1898 172 28 182 58 36 26 - BN Performance Ratios
Share Issues . . - . -my - . - EBITDAVsdes (%) 85% 6% 4% 0% 60% 8%  69% 4% 4%
Oter (106 (319 428 T2 (52 (186 1025 254 136 EBITAIsales (%) 5% 2% A8 00%  41%  T4%  54% 3% 26%
(nc)idec.innetdet 1756 (338 (2063 8970 (300) 591 3166 396 944  OCF Realsalon (%) 104 8% (@%%) 19% 1% 0% 128% 2% 1%
FCF Reaisaton (%) 5% 8% na S8% 6% 8% %% 2% 1%
ROE (%) T8 3% @4%) (15K) 1k B2 5% 64% 5%
Cash & near cash B9 09 X3 AT 166 324 4B G511 720 ROIC(h) 0% 4% 25 0% UM% N%% 28 2% 130%
Receivables @62 T81 640 206 507 62 6309 583 566  AseetTum (years) 26 175 048 0% 309 600 4% 2M 2
Inventoies 590 845 T4 24 656 &5 6971 4661 4643 CapexiDemn(x) 1% 0% 0% 07 05t 08 08 041 04
Other @7 19 200 27 253 4B8 B8 4B8  4B8  Inerstoover(x) 625 214 (148 (005 8% 1628 6% 365 313
Current assets 15189 18764 190717 7844 1582 2289 2285 20092 22157  NetDebEBITOA (x) 178 346 165 220 18 07 04 (05 (08)
Fixed assels 1505 15143 13%2 682 681 6638 6554 648 5080  Netdeblequy (%) Mo % 6% 2% W% I M A% 6%
Rightofuse assets . . ST 182 100 101 101 190
Intangbles VRS 1 AT N v/ TNV T N T Y0 N S eqmental operating EBITDA (ASi)
Other B50 8110 16170 41440 36880 830 3330 I 3833  Agibusiness w6 M9 (@7 785 51 641 3BY 2005 B4
Noncurrentassets 2095 20983 19679 1277 11803 14114 4007 14071 10803  Agiprocessing 08 176 BT &5 TT 0 1804 1T 103
Total assets 3584 3947 38156 20021 26975 3350 33662 3,194 3261 OterDiscowninued 154 M1 1B5 - - . . . -
Crediors W8 MBY 7 14 BT 284 76 2422 231 Copoe @7 (08 @0 (5Y @0 @) - (0 ()
Borowings W6 79 6B2 239 GBS TS5 500 46 3110 EBITDA WA %8 685 1084 308 747 583 342 307
Lease liablfes . . - By M7 NS W W8 B
Other 1158 811 186 19 208 589 583 507 6016  ECwinkercrop(m) B2 68 85 122 6 M3 22 T 184
Current labiliies §102 11219 1125 502 11087 14998 1359 11275 11758  EC summer crop (mi) 23 28 20 05 23 42 40 28 28
Borowings 784 TR0 83 1300 1500 1500 1300 1500 1500 Adopled contesiable EC (mi) N9 7 86 M0 R4 B/E M5 0 197
Lease liablfes . . -9 201 M5 A5 AR5 A5 GNC receivals () 50 68 3 42 165 63 M5 17T 90
Other 4 M7 185 266 2T M5 M5 25 2425  GNC granexpors (m) 72021 03 13 19 92 90 31 3
Noncurrentliabilites 9278 9046 9068 666 3837 3025 325 3925 3025  Domesic outoads (i) 62 56 58 51 50 64 68 55 55
Tota liabilities 1780 20025 20303 9068 144 18923 17483 15200 15683  EC grain sales (m M50 29 35 67 61 63 37  3f
Net assels 18604 10422 1863 10053 12051 1487 16470 16764 17278  Ofshore gain saes (m) 1219 42 43 34 35 35 40 50
Share capiel 1338 1345 1379 528 506 5166 5166 5166 5166  Toml gran sales (mi) 83 69 71 78 ff 96 98 11 86
Reserves #3176 1512 B3 B3 A0 20 A0 A0 Camya(m) 33028 15 07 43 49 36 20 19
Retained eamings 4508 4801 32 562 6112 9151 10800 11384 11696 Throuput(mi A4 103 49 66 26 B2 42 22 126

Qutside equity Interests 15 - - - . . . . .
Slholders' funds 10604 19422 18363 1,0053 12051 14527 16176 16760 17272

Net Debt (Cash) 661 909 1062 202 5®2 B0 283 (1165 (N0)

Crush volume (kf 2 %0 N o K 4 50 500 496

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.
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Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report 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 Broker (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 Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this 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 Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
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