 


Rio Tinto scraps dividend   policy

Rio Tinto said it would scrap its dividend policy and cut costs further as it swung to a net loss for 2015 and warned market conditions would remain challenging this year.
The Anglo Australian miner said on Thursday it would pay a full-year dividend of no less than $1.10 per share in 2016 — just over half the $2.15 dividend in 2015. It committed to set the floor for its 2016 dividend as it moves to a more flexible policy of providing cash returns in the range of between 40-60 per cent of underlying earnings.

 “With the continuing uncertain outlook, the board believes that maintaining the current dividend policy would constrain the business and act against shareholders’ long-term interest,” said Jan du Plessis, Rio chairman.
Rio shares sank as much as 9 per cent at the open in London, and sparked a broader sell-off in resources stocks.

Other large miners including Glencore and Anglo American have cancelled annual dividends as they attempt to improve their balance sheets in the face of slumping commodity prices. BHP Billiton is expected to follow suit when it reports results later this month.

Sam Walsh, Rio chief executive, said the change in dividend policy was prudent and sensible as the company faced “strong headwinds” due to increased volatility in the world economy.
“As we look forward certainly the game has changed. [The economy] is more volatile and we have seen a rapid decline in commodity prices,” he said.

Rio swung to a net loss of $866m in 2015, down from a $6.5bn profit a year earlier. This included impairment charges worth $1.8bn mainly related to an iron ore project in Guinea.
The miner said it would cut capital expenditure a further $1bn to $4bn in 2016, and by an extra $2bn to $5bn in 2017. Its capital expenditure budget for 2015 was $4.69bn, in line with previous guidance provided in December for less than $5bn.

Glyn Lawcock, analyst at UBS, said Rio had added about $4bn to its cash flows in 2016 through its actions. “It has saved $2bn on the dividend, $1bn on operating costs and a further $1bn on capital expenditure.”

