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To send in a question for the Q&A session, please visit: 

http://morningstar.socialqa.com



Morningstar Update 

Kunal Kapoor 
Chief Executive Officer and 
Interim Chief Financial Officer



Today’s presentations contain forward-looking statements. All statements made  
that are not historical facts are subject to a number of risks and uncertainties,  
and actual results may differ materially. Please refer to our most recent earnings 
release and our most recent Form 10-Q or 10-K for more information on the  
factors that could cause actual results to differ. 

Today’s presentations also contain non-GAAP financial measures. Please refer  
to the slides at the end of the presentations for a reconciliation to the applicable 
GAAP measures.



Mission & Strategy



Mission



Industry Landscape

Global spend on market data/analysis in 2016

Source: Burton-Taylor International Consulting LLC

$27.5 billion



Industry Landscape

Accounts becoming fee-based 
The desire for transparency in advisory fees  
will accelerate the movement from commission- 
based to more fee-based accounts.

Popularity of low-cost investments 
High fees will impact the effectiveness of  
some investments, paving the way for low-cost  
providers and exchange-traded funds.

Adoption of online advice 
Advisors looking for new ways to collaborate  
with clients are adopting digital service  
models and tools to reach a new generation  
of investors.



Strategy

.....

Produce the most 
effective investment  

data, research, and ratings

.....

Develop Morningstar Direct 
as our flagship 

decision support platform

..........

Build world-class 
investment management 

solutions based on 
our proprietary research

.....

Advisor

250,000

Asset  
Management

1,300

Workplace/
Retirement 

27 plan providers
300,000 plan sponsors

Individual 
Investor

10.9 million

Private/ 
Institutional 
Investor

2,000



Strategy: Two Big Market Needs

Morningstar Capabilities 
Proprietary Research + Frameworks 
Trusted Brand

Outsourced  
Investment Management +Decision Support

....
.

....
.



Strategy: Two Big Market Needs

Outsourced  
Investment Management Decision Support +

$27.5 bil $9.3 tril AUM (approx.)
Morningstar Data 
Morningstar Advisor Workstation  
Morningstar Direct 
Morningstar.com 
Enterprise Components 
Morningstar Research 
Morningstar Credit Ratings 
Morningstar Office 
Morningstar Indexes 
PitchBook Data

Workplace Solutions / Retirement 
Morningstar Investment Management 
(includes Morningstar Managed Portfolios 
and institutional asset management) 
Morningstar Indexes



Five Key Investment Areas



Five Key Investment Areas

Workplace Solutions/ 
Retirement

1
Morningstar Direct/ 
PitchBook

2

Morningstar Data
5

Morningstar Credit Ratings
4

Morningstar Managed Portfolios
3



#1: Workplace Solutions/Retirement

Asset growth in 2016 Assets as of Dec. 31, 2016



Assets under management/advisement ($bil)

#1: Workplace Solutions/Retirement

104.4

12 15 1613 14

47.2
65.6 76.8 89.7

25.1 31.7 36.8 40.3 46.9Managed retirement accounts

Custom models

Plan sponsor advice

4.4 11.0 13.3 18.7 23.2

17.7 22.9 26.7 30.7 34.3



#1: Workplace Solutions/Retirement

Adoption rate for managed retirement accounts

5.7%
7.0%

7.7% 7.8%

12 13 14 15 16

9.3%



#1: Workplace Solutions/Retirement

Morningstar’s Total 
Wealth Approach

Morningstar’s Asset- 
Allocation Expertise

Morningstar Indexes

Morningstar Lifetime 
Allocation Indexes

UBS Index 
Replication

UBS Fund 
Construction

Morningstar Lifetime 
Index Funds



#1: Workplace Solutions/Retirement



#2: Morningstar Direct/PitchBook



#2: Morningstar Direct/PitchBook



#2: Morningstar Direct/PitchBook

1514 16

11,42810,055
12,492

12 13

8,5147,388

4,273

5,782

4,901

6,527

5,520

6,970

Non-U.S.

U.S. 4,207

3,181 3,684

4,830

Morningstar Direct Licenses



#2: PitchBook Acquisition



#2: PitchBook Acquisition

John Gabbert 
Founded 2007

12 13 14 15 161109 10

Morningstar makes minority 
investment; flagship platform 
launches



#2: PitchBook Acquisition

John Gabbert 
Founded 2007

09

Morningstar makes minority 
investment; flagship platform 
launches

12 13 14 15 161110

$31.2

$18.6

$51.0

$4.2 $7.2 $11.3
$2.0

VC and PE Data 
added

Win first of eight 
SIIA CODiE award

NY office opens: 
Complete VC coverage

Redesigned platform 
launches

London office opens: 
Mobile App launches: 
M&A coverage added

Company Signals 
launches

Morningstar acquires 
PitchBook

$0.3

Annual Sales Bookings ($mil)



#3: Morningstar Managed Portfolios



#3: Morningstar Managed Portfolios

Asset Growth in 2016 Assets as of Dec. 31, 2016



#3:  Morningstar Managed Portfolios

Morningstar Managed Portfolios assets ($bil)

12 15 1613 14

14.3
20.1

23.9 25.8
29.8

13.5 19.3 22.9 24.4 28.1United States

United Kingdom

Australia

— — — 0.2 0.5

0.8 0.8 1.0 1.1 1.2



#3: Morningstar Managed Portfolios



#4: Morningstar Credit Ratings

Commercial mortgage-  
backed securities  

Residential mortgage- 
backed securities  

Single-family  
rental securities 

Asset-backed  
securities 

Financial institution  
ratings 

Corporate credit  
ratings 

Operational Risk  
Assessments 



#4: Morningstar Credit Ratings 

14 161109 10

Morningstar begins publishing 
credit ratings and research on 
corporate credit issuers

Morningstar acquires 
Realpoint, LLC 

Realpoint  rebranded as 
Morningstar Credit Ratings, 
LLC (MCR)

MCR submits preliminary 
application to expand NRSRO 
license

SEC approves expansion of NRSRO 
license to cover credit ratings for 
corporate issuers and financial 
institutions

Residential mortgage- 
backed securities  

Single-family  
rental securities 

Asset-backed  
securities 

17

NAIC extends MCR designation



#4: Morningstar Credit Ratings 

CMBS Issuance ($bil)

Source: SIFMA

12 13 14 15 16

$47.8

$88.0
$99.8 $101.8

$76.5



#5: Morningstar Data

Morningstar Indexes
Former

Morningstar Data
Current



#5: Morningstar Data

Morningstar Data

Indexes Managed  
Products 

Fundamental 
Equity 

Fixed-Income Real-Time Private Equity/ 
Venture Capital 

Retirement 
Plan 



#5: Morningstar Data

Equity Data Coverage

41,800 stocks
Real-Time Data Coverage

19.8 million securities



#5: Morningstar Data

Before: Client-Reported Fixed-Income Data

Fixed-Income

— — —

— — —

— — —

Hi
gh

M
ed

Lo
w

Ltd Mod Ext

Bond Statistics

Avg. Effective 
Duration

3.15

Avg. Effective 
Maturity

4.70

Avg. Credit Quality —

Avg. Weighted 
Coupon

3.88

Avg. Weighted Price 102.92

Credit Quality         %

AAA —

AA —

A —

BBB —

BB —

B —

Below B —

After: Calculated Fixed-Income Data

Fixed-Income

12.1 9.2

3.0 7.9 3.3

6.0 0.0 5.7

Hi
gh

M
ed

Lo
w

Ltd Mod Ext

Bond Statistics

Avg. Effective 
Duration

3.15

Avg. Effective 
Maturity

4.70

Avg. Credit Quality A

Avg. Weighted 
Coupon

3.88

Avg. Weighted Price 102.92

Credit Quality         %

AAA 23

AA 42

A 14

BBB 6

BB 0

B 11

Below B 4

52.8



Strategy

.....

Produce the most 
effective investment  

data, research, and ratings

............... .....

Develop Morningstar Direct 
as our flagship 

decision support platform

Build world-class 
investment management 

solutions based on 
our proprietary research



Product Highlights 

Tricia Rothschild 
Chief Product Officer



Three Major Themes for 2017

Regulatory solutions Multi-asset analytics Goals-based investing



Regulatory solutions



Regulatory Solutions

Department of Labor Fiduciary Rule

Markets in Financial Instruments Directive II



Determine, Demonstrate, & Document

Morningstar DirectDue Diligence Scorecard

Advisor TrainingClient Proposal Workflows

Manager Selection Services

Managed Portfolios







Three Major Themes for 2017

Regulatory solutions Multi-asset analytics Goals-based investing



Multi-asset analytics



Before (Self-Reported) After (Calculated)









Global fundamental equity
42,000

Real-time data coverage  
on securities 

19.8 mil

Public Company Data Private Capital Markets

Companies
900,000

Private market  
transactions

700,000

Investors
200,000

Private equity and  
venture capital funds

37,000



Three Major Themes for 2017

Regulatory solutions Multi-asset analytics Goals-based investing



Goals-based investing



Goals-Based Investing

Goals Life  
Stages 

Nest  
Eggs 

College  
Tuition

Down  
Payments

Retirement  
Accounts 

Family 
Situations 









Goals-Based Investing: Behavioral Finance

Investor Profile

Risk ProfileDemographics Personal  
Attributes

Investor Psychology Risk Capacity

Risk  
Reactivity

Risk  
Preference

Financial 
Personality

Other  
Psychometric  

Factors
Total Wealth Financial Needs & Time Horizon

Liquid Liquid Current Future

Financial 
Capital

Housing 
Capital

Pension 
Capital

Human 
Capital

Income Expense Goals Priorities



Morningstar Sustainability Rating for Funds

Social GovernanceEnvironmental 



Morningstar Sustainability Rating for Funds

Social GovernanceEnvironmental 



Morningstar Sustainability Rating for Funds

Number of Funds Covered

Total Global Coverage 

33,400

North America 

13,300
Europe 

11,900
Asia 

2,600
Global Cross-Border 

2,800

 Middle East/Africa 

600

Latin America 

700
Australia, New Zealand 

1,500



Morningstar Direct

Platform

Morningstar Direct 

Configuration

Direct for Wealth Managers



Morningstar Direct

Platform

Morningstar Direct 

Configuration

Direct for Wealth Managers

Feature

Notes & Alerts



Morningstar Direct

Configuration

Direct for Wealth Managers

Feature

Notes & Alerts

User

Manager Researcher, Wealth Manager, 
Independent Advisor, Asset Manager



Morningstar Direct

Feature

Notes & Alerts

User

Manager Researcher, Wealth Manager, 
Independent Advisor, Asset Manager



Morningstar Direct

Configuration Feature UserPlatform

Morningstar Direct Direct for Wealth Managers Notes & Alerts 
Fixed-Income Analytics 
Scenario Analysis 
Business Intelligence

Manager Researcher 
Wealth Manager 
Independent Advisor 
Asset Manager





Business Intelligence: Data Catalyst

Benchmark Drift 
Aggressive

Conservative



Benchmark & Peer Performance: Advisor’s Aggregate Book of Business 

Performance, Volatility, & Benchmark Drift: All Advisor Portfolios 



Home Office View: Prioritizing Action

Home Office: Scores by AUM



Less infrastructure is more



security.Less infrastructure is more



uptime.

security. 

Less infrastructure is more

security.



disaster recovery.

uptime.security. 

Less infrastructure is more



elastic capacity.

disaster recovery.uptime.security. 

Less infrastructure is more



productivity.

elastic capacity.disaster recovery.uptime.security. 

Less infrastructure is more



Research

D A T A

Technology Design



Research Technology Design

D A T A



Financial Highlights 

Kunal Kapoor 
Chief Executive Officer and 
Interim Chief Financial Officer



Financial Results 

Capital Allocation 



Financial Results 



2016  Key Metrics ($mil)

*Free cash flow is a non-GAAP financial measure. 

Operating Income Free Cash Flow*  Revenue 

$190.6 $180.8

1615

$150.9$184.2

1.2%

—5.2% —18.1%

1615

$788.8 $798.6

1615



Contributors to Revenue Growth

12 15 1613 14

4.3% 6.1%
8.9%

3.8%

1.2%

–0.2% –0.1% 1.6% 0.5% 0.7%Acquisitions/divestitures

Foreign currency translations

Organic growth

–0.7% –0.5% –0.3% –3.5% –1.2%

5.2% 6.7% 7.6% 6.8% 1.7%



Major Product Drivers—2016

Change in organic revenue 

Data 
Direct 
Research 
Investment Profiles 
Advisor Workstation 
Workplace/Retirement 
Investment Management 
Credit Ratings  
Morningstar.com 
All other 

12.0 
10.5 

3.8 
1.6 
1.3 
4.7 
0.7 

–11.3  
–5.8 
–5.3 
14.5

License-based 

Asset-based fees 

Transaction-based 

Total

8.3 
10.4 

9.8 
7.7 
1.6 
7.1 
0.7 

–30.1 
–9.7  

–13.0 

($mil) % change



Major Product Drivers—Q1 2017

Data 
Direct 
Enterprise Components 
Advisor Workstation 
Workplace Solutions 
Investment Management 
Indexes 
Credit Ratings  
Morningstar.com 
All other 

2.8 
 2.3 
 1.0 

–0.8 
1.9 
0.5 
0.5 
—  

–1.3 
–1.0 

5.9

License-based 

Asset-based fees 

Transaction-based 

Total

Change in organic revenue ($mil)

7.8 
8.6 

 10.0 
–4.1 
13.6 

2.0 
21.6 
–0.8 

–19.5  
—

% change



Quarterly Operating Income ($mil)

$42.3 $44.4 $44.2

$28.4

$49.9

Q1 16 Q2 16 Q3 16 Q4 16 Q1 17

22.0% 22.4% 22.5%

13.6%

23.5%Margin



Adjusted Quarterly Operating Income ($mil)

22.0% 22.4% 22.5%
17.3%*

23.5%Margin

$42.3 $44.4 $44.2

$33.9*

Q1 16 Q2 16 Q3 16 Q4 16 Q1 17

*Adjusted operating income is a non-GAAP measure.

$49.9



Balance Sheet

 
($mil)

March 31 
 2017

Dec. 31  
2016

Cash, cash equivalents, and investments $ 317.5 $ 304.0

Working capital $ 186.2 $ 177.1

Total assets $ 1,355.6 $ 1,350.9 

Deferred revenue $ 187.9 $ 165.4 

Long-term debt $ 235.0 $ 250.0

Total equity $ 718.7 $ 696.8 



ROIC: Return On Invested Capital*

*Return on invested capital is considered a non-GAAP measure. We calculate this measure based on return divided by invested capital. Please refer to the 
  reconciliation at the end of the section.

13.2%

17.2%

11.2%

19.8%19.4%

12 13 14 15 16



Capital Allocation 



Potential Uses of Cash

balance sheet strength

organic expansion 
acquisitions 
share repurchases  
dividends 



Dividends and Share Repurchases ($mil)

$76.7

$30.5

$97.0

$33.7

$49.5

$37.9

Share repurchases

Dividends paid $25.5

$256.5 $148.8

$17.4

$0.2

$9.9

1514 16

$130.7$107.2 $87.4

12 13

$166.2

$282.0

Q1 17

$10.1



Shares Outstanding (mil)

16

–1.4% –2.1% –1.1%

14 15

44.3 43.4 42.9
13

45.0

–3.4%

12

46.5

–7.1%

Q1 17

42.9

—%



Morningstar Performance

1 Year 3 Years 5 Years 10 Years

Revenue 4.0% 7.3% 8.4% 10.6%

Operating income (2.5%) 4.6% 9.1% 9.7%

Free cash flow* (14.6%) 2.1% 4.7% 5.7%

Total return (7.4%) (0.9%) 5.2% 5.5%

Annual per-share growth rates through Dec. 31, 2016

*Free cash flow is considered a non-GAAP financial measure under SEC regulations. 



Reconciliation of Non-GAAP Measure with the Nearest Comparable GAAP Measure

 
($mil) 2016 2015

Cash provided by operating activities $ 213.7 $ 241.5

Less: capital expenditures $ (62.8) $ (57.3)

Free cash flow* $ 150.9 $ 184.2

*Free cash flow is considered a non-GAAP financial measure under SEC regulations. 



(mil) 2017 2016 Change

 Consolidated operating income $28.4 $42.3 (32.8%)

     Add back: management bonus plan expense 1.7 — —

     Add back: intangible amortization 2.6 — —

     Add back: other operating expense,  
     net for PitchBook 

1.2 — —

Operating income, excluding PitchBook  
(adjusted operating income) 

$33.9 $42.3 (19.7%) 

Reconciliation of Non-GAAP Measure with the Nearest Comparable GAAP Measure

Three Months Ended March 31



2017 2016 Change

 Consolidated operating margin 13.6% 22.0% (8.4) pp 

     Add back: management bonus plan expense 0.7% — 0.7 pp 

     Add back: intangible amortization 1.1% — 1.1 pp

     Add back: other operating expense,  
     net for PitchBook 

1.9% — 1.9 pp 

Operating margin, excluding PitchBook  
(adjusted operating margin) 

17.3% 22.0% (4.7) pp 

Three Months Ended March 31

Reconciliation of Non-GAAP Measure with the Nearest Comparable GAAP Measure

pp—percentage points



Reconciliation of Non-GAAP Measure with the Nearest Comparable GAAP Measure

($mil) 2012 2013 2014 2015 2016

Net income $108.1 $123.5 $78.3 1          $132.6         $161.0
Net interest expense (after tax) ($3.4) ($1.9) ($1.4) ($0.9) ($0.2)
Return $104.7 $121.6 $76.9 $131.7 $160.8

Shareholders’ equity $790.4 $707.9 $671.9 $646.9 $668.7
Long-term debt $0.0 $0.0 $0.0 $0.0 $125.0

Short-term debt $0.0 $0.0 $15 $32.5 $17.5

Invested Capital 2 $790.4 $707.9 $686.9 $679.4 $811.2

ROIC 3 13.2% 17.2% 11.2% 19.4% 19.8%

1. Includes after-tax expense of approximately $38.2 million for litigation settlement. 2. All items included in invested capital reflect average of 12/31 balance  
for current and previous year. 3. We calculate this measure based on return divided by invested capital.



Closing Thoughts 

Joe Mansueto 
Executive Chairman



Closing Thoughts

Focused, mission-led company
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Closing Thoughts

Focused, mission-led company 

Strong brand and reputation 

Extensive, proprietary investment databases and analytics 

Unique reach with individuals, advisors, and institutions globally 

Strategy focused on large growth opportunities  

Solid balance sheet and profitability



10-Minute Break 

To send in a question for the Q&A session, please visit: 

http://morningstar.socialqa.com




