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BHP Group BHP:ASX

BHP Group is a leading global resources company headquartered in Melbourne, Australia. As one of
the world's largest producers of major commodities, BHP operates a portfolio of world-class assets
focused on iron ore, copper, nickel, and metallurgical coal.

The company's operations are primarily located in Australia and the Americas, with its flagship iron

ore business in Western Australia being a key driver of profitability.
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BHP has strategically positioned itself to benefit from global megatrends, including urbanization,
electrification, and the transition to clean energy. The company's recent focus on "future-facing"
commodities like copper and nickel aligns well with the growing demand for materials essential to
renewable energy technologies and electric vehicles. Additionally, BHP's upcoming entry into the
potash market through its Jansen project in Canada demonstrates its commitment to diversifying its
portfolio and capitalizing on long-term trends in global food security and agricultural productivity.
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Leadership

BHP is led by CEO Mike Henry, who has demonstrated strong leadership and strategic vision since
taking the helm in January 2020. With over 30 years of experience in the mining industry, including
various senior roles within BHP, Henry has implemented a clear strategy focused on three key pillars:
operational excellence, portfolio optimization, and social value creation. Under his guidance, BHP has
made significant strides in improving productivity, reducing costs, and advancing major growth
projects. The management team's track record of execution and ability to navigate commodity cycles
has been impressive, with a particular emphasis on capital discipline and maintaining a strong
balance sheet. Henry's commitment to sustainability and decarbonization has also been evident, with
BHP setting ambitious targets for reducing operational emissions and investing in low-carbon
technologies. The leadership's focus on creating a more diverse and inclusive workplace culture has
been noteworthy, recognizing that diverse teams contribute to better decision-making and improved
safety outcomes.

Financial Performance

The Capital Allocation Framework sits at the core of BHP Consistent, strong net operating cash flows and margins?*
(Met operating cash flow, USS bn) {Underlying EBITDA margin, %)
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Valuation
BHP currently trades at attractive valuation multiples relative to its historical averages and peer

group. With a forward price-to-earnings ratio of 10x and an enterprise value to EBITDA multiple of 6x,
the stock appears undervalued considering the company's strong market position and growth
prospects. These multiples represent a discount to BHP's 5-year historical averages, suggesting
potential for multiple expansion as the company executes on its growth strategy and benefits from
favourable commodity price trends. Our target price of A$55 is based on a blended valuation
approach, incorporating discounted cash flow analysis and forward multiples. This target implies a
25% upside from current levels and reflects our confidence in BHP's ability to generate strong free
cash flows and deliver shareholder returns. The company's commitment to a progressive dividend
policy, with a minimum 50% payout ratio, provides an attractive yield for income-focused investors.
Additionally, BHP's strong balance sheet and disciplined capital allocation framework position it well
to pursue value-accretive growth opportunities while maintaining financial flexibility
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Sociological Factors

While all miners don't really sit positively in the societal impact scale, BHP has one of the “least dirty
shirts” out of the miners. The company is actively divesting fossil fuel assets and investing in futures
metals for the energy transition as well as potash, which is critical to keep
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Underlying commodities
Being a diversified miner, BHP is involved in Iron Ore, Copper, Potash, Coal and Nickel. in recent

times the company has divested many of their fossil fuel assets and have a very clear plan decades
into the future. Overall, the outlook appears most positive for copper due to strong demand from the
energy transition, while iron ore faces some headwinds from slowing steel demand in China. Potash
seems to have a stable long-term outlook but is emerging from a period of price volatility and supply
disruptions.
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Iron Ore: The outlook for iron ore appears challenging, with Bank of America forecasting prices to fall
below $80 per tonne by 2025 due to declining demand, especially in China's property sector. BHP
expects an "era of adjustment" for iron ore, citing factors like China's steel plateau and India's
growth. Despite this, Morningstar anticipates modest volume gains for BHP's Western Australia Iron
Ore operations, projecting sales to rise to about 270 million tonnes by fiscal 2029.
Copper: The copper outlook is bullish, with Bank of America projecting prices to rise above $10,000
per tonne by 2025 due to strong structural demand. BHP expects "durable outperformance" in
copper pricing and sees the energy transition as a key driver of demand growth. The world requires
about 10 million tonnes per annum of new copper supply over the next decade, necessitating
significant investment. Morningstar forecasts BHP's copper sales to increase 5% to around 1.4 million
tonnes in fiscal 2025.
Potash: BHP anticipates continued benefits for potash from rising population, improving living
standards, and changing diets. While potash prices have been declining over the past 18 months, the
market is expected to stabilize soon. Recent supply disruptions, particularly related to Russia's
exports, have increased the need to source potash from new locations. New technologies for
recovering potassium from organic wastes are being developed, though scaling these to meet global
agricultural demand remains a challenge.

MPC BARLGEES




While BHP's outlook is positive, investors should be aware of several key risks:
Commodity price volatility remains a significant factor, particularly for iron ore, which contributes a
substantial portion of the company's earnings. Any prolonged downturn in iron ore prices could

materially impact profitability. Operational risks at key assets, such as potential production
disruptions or cost overruns, could affect financial performance. Geopolitical tensions and trade
disputes may impact global demand for commodities and disrupt supply chains. Execution risk on
major growth projects, particularly the Jansen potash development, could lead to delays or higher-
than-expected costs. Regulatory and environmental risks, including potential changes to carbon
pricing or mining regulations, may increase compliance costs or restrict operations. Currency
fluctuations, particularly in the Australian dollar, can affect reported earnings and competitiveness.
While BHP has a strong track record of managing these risks, they remain important considerations
for investors.

At no time in the last 200 years have commodity prices risen as e f;ﬁ&i?{;&“ﬂ'#ﬂ?%,

fast and as high as in the last decade without a sharp decline
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The boom and bust cycle of commodity prices is characterized by periods of rapid price increases
followed by sharp declines, driven by supply and demand factors, economic conditions, and
speculative activity. During booms, prices surge due to increased demand, often fueled by economic
growth in emerging markets. Supply constraints can amplify these increases, attracting speculative
investments that further push prices higher.

However, high prices eventually lead to increased supply and reduced demand, causing prices to
fall. This decline can be exacerbated by economic slowdowns or shifts in market sentiment. The bust
phase often sees a rapid exodus of speculative capital, accelerating the price decline.

The 2000s commodities boom exemplifies this pattern. Driven largely by demand from emerging
markets, particularly China, commodity prices rose dramatically from 2000 to 2014, followed by a
significant downturn as supply caught up and global economic growth slowed. Understanding these
cycles is crucial for investors, policymakers, and businesses due to their impact on global economic
stability and development strategies.
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Why hold the Company?

We recommend investors BUY BHP shares based on several compelling factors. Firstly, the
company's world-class, low-cost assets provide strong and consistent cash generation throughout
commodity cycles. BHP's iron ore business, in particular, benefits from its position as the lowest-cost
major producer globally. Secondly, the company has an attractive growth pipeline in copper and
nickel, positioning it to benefit from the electrification trend and growing demand for battery
materials. The development of the Jansen potash project adds further diversification and exposure
to the agricultural sector. Thirdly, BHP's disciplined capital allocation and strong balance sheet
provide financial flexibility to pursue growth opportunities while maintaining robust shareholder
returns. The company's commitment to a minimum 50% dividend payout ratio offers an attractive
yield for income-focused investors. Fourthly, at current valuations, BHP presents a compelling
opportunity, trading at a discount to historical averages with potential for multiple expansion. Finally,
the company's focus on operational excellence, cost leadership, and social value creation provides a
sustainable competitive advantage. With its high-quality, diversified portfolio and exposure to
commodities critical for the energy transition, BHP offers investors a unique opportunity to gain
exposure to the resources sector with a focus on future-facing commodities. The company's strong

management team, operational track record, and commitment to sustainability further enhance its
investment appeal.

Competitive advantage

Operational excellence Project delivery Capital allocation
Generating consistently superior margins® Expertise and disciplined approach delivers™ Better returns than our competitors™
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Disclaimer YRS MARKETS

Our Commitment

recommendations, managed and presented by Milton Park Equities Pty Ltd (ABN 33 668 234 562),
as a Corporate Authorised Representative of LeMessurier Securities Pty Ltd (ABN 43 111 931 849)
(LemSec), holder of Australian Financial Services Licence No. 296877, offers insights and analyses
formulated in good faith. Our evaluations and projections are grounded in the known facts at the
time of creation and aim to provide a comprehensive view of the anticipated financial landscape in
2024. However, readers should be aware that these projections are estimates and may not fully
materialize.

Scope and Application

The insights within MPC Markets are crafted for a broad audience and do not specifically cater to
individual investment objectives, financial situations, or needs. Readers should consider the
suitability of the advice in relation to their personal circumstances before making any investment
decisions.

Research Integrity and Use

The research and content of MPC Markets are intended solely for our readers and should not be
copied, distributed, or shared without proper attribution. While we strive to ensure accuracy and
relevance, Milton Park Equities cannot guarantee the continuous updating or correction of the
information or opinions expressed within the publication.

Disclaimer of Liability

Milton Park Equities, in its capacity as a Corporate Authorised Representative of LemSec, disclaims
any responsibility for losses or damages arising from reliance on the opinions, advice,
recommendations, or information—whether direct or implied—contained in the MPC Markets
Discount Entry Note, notwithstanding any errors, omissions, or instances of negligence.

Analyst Objectivity

All research analysts contributing to the MPC Markets Discount Entry Note affirm that the views
expressed represent their personal opinions regarding the subject companies and financial products
covered in the publication.

Copyright and Usage Rights

The content of MPC Markets Discount Entry Note is the property of Milton Park Equities Pty Ltd,
either through ownership or licensing agreements. Unauthorized reproduction, adaptation, linkage,
framing, broadcasting, distribution, or transmission of this material is prohibited without express
written permission from Milton Park Equities, except for personal use or as allowed by applicable
laws.

MPC hARUGEES




