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Benefits

» Provides expanded global and
sector coverage

» Helps investors evaluate the
most attractively priced stocks in
each category

» Complements our existing analyst
ratings and analysis, which serves
as a second opinion for investors
to consider

Morningstar Quantitative Equity Ratings

With about 120 equity and credit analysts, Morningstar
has one of the largest independent equity research teams
in the world. Morningstar analysts cover approxi-

mately 1,700 equities, using a consistent, proprietary
methodology that focuses on fundamental analysis,
competitive advantage assessment, and intrinsic value
estimation. To complement our analysts” work, we've
introduced quantitative equity ratings, which are forward-
looking and generated by a statistical model that is based
on Morningstar’s analyst-driven equity ratings and
quantitative statistics.

A Quantitative Approach

Morningstar's quantitative ratings are available for

more than 28,000 companies in 86 countries that trade on
64 exchanges, allowing investors to obtain a much greater
breadth of the independent perspective they know and
trust from Morningstar. These ratings—Quantitative Fair

Value Estimate, Quantitative Valuation, Quantitative
Economic Moat, Quantitative Uncertainty, and Quantitative
Financial Health—set out to replicate the projections

of our analyst team as accurately as possible. To this

end, our quantitative metrics are derived from a statistical
model designed to mimic our analyst-driven ratings.

What it Means for Investors

By introducing quantitative equity ratings, Morningstar is
extending a useful tool to thousands of securities around
the world that might otherwise not be analyzed. A forward-
looking quantitative assessment, rooted in our analyst
process, is far more useful than a data page containing
historical financial numbers. The quantitative ratings are
relative to the full investment universe, each country,

and each sector, which helps investors evaluate the most
attractively priced stocks in each category. We expect

to have instances where our qualitative and quantitative

Key Features and Ratings

A. Quantitative Equity Ratings

B. Price versus Quantitative Fair
Value Estimate comparison

C. Forecasted price range

D. Valuation data

E. Historical financials

F. Competitive Advantage Trend chart
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Morningstar Quantitative Equity Ratings

ratings differ; however, we make a purposeful distinction
between the methodologies, believing that multiple
perspectives will allow investors to make better, more
informed choices. Quantitative equity ratings also provide
additional benefits beyond our qualitative research,
including the ability to analyze portfolios by aggregating
data, and providing history on a daily frequency to

track changes over time.

Quantitative Equity Ratings Descriptions

Our ratings are composed of the Quantitative Fair Value
Estimate, Quantitative Valuation, Quantitative Economic
Moat, Quantitative Uncertainty, and Quantitative Financial
Health. These data points are described below.

Quantitative Fair Value Estimate

Morningstar’s Quantitative Fair Value Estimate is our
estimate of the per share dollar amount that a company’s
equity is worth today. Morningstar calculates the
Quantitative Fair Value Estimate using a statistical

model derived from the Fair Value Estimate our equity
analysts assign to companies.

Quantitative Valuation

The Quantitative Valuation is the ratio of a stock’s
Quantitative Fair Value Estimate to its most recent close
price and is similar to the analyst-driven Fair Value
Estimate to last market close price ratio. The rating is
expressed as Overvalued, Fairly Valued, and Undervalued.

Quantitative Economic Moat

The Quantitative Economic Moat rating is analogous to
Morningstar's Economic Moat™ rating in that both are
meant to describe the strength of a firm's competitive
position. It is calculated using an algorithm designed to
predict the Economic Moat rating a Morningstar analyst
would assign to the stock. The quantitative rating is
expressed as None, Narrow, and Wide.

Quantitative Uncertainty

Any equity valuation involves some degree of uncertainty.
Quantitative Uncertainty describes our level of uncertainty
about the accuracy of our Quantitative Fair Value
Estimate. In this way, it is analogous to Morningstar's
Uncertainty Ratings. The lower the Quantitative
Uncertainty, the narrower the potential range of outcomes
for that particular company. The rating is expressed as
Low, Medium, High, Very High, and Extreme.

Quantitative Financial Health

Morningstar's Quantitative Financial Health rating reflects
the probability that a firm will face financial distress in
the near future. Our calculation uses a predictive model
designed to anticipate when a company may default on its
financial obligations. The quantitative rating is expressed
as Weak, Moderate, and Strong.

Quantitative Equity Research Report

The quantitative equity ratings are available in the
Quantitative Equity Research Report, which can be
generated from Morningstar's key software platforms for
individual investors, institutions, and financial advisors.
We also compare these ratings with aggregate ratings

of companies in their sector and country to give investors
an effective context for making decisions. The report
contains a Competitive Advantage Trend chart, which
displays the historical values of the Quantitative Economic
Moat over the last seven years. In addition, we list five
years of historical financials. The quantitative equity ratings
are also available in other Morningstar products and
platforms, can be included in customized tools or reports,
or delivered via a datafeed.
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