






Economic Moat™ Rating: Strength of competitive advantage is 
rated: None, Narrow, or Wide. There are two major requirements 
for firms to earn either a narrow or wide moat rating: (1) the 
prospect of earning above-average returns on capital; and 
(2) some competitive edge that prevents these returns from 
quickly eroding. The assumptions Morningstar makes about a 
firm’s moat determine the length of “economic outperformance” 
that we assume in the latter stages of our valuation model. We 
also quantify the value of each firm’s moat, which represents 
the difference between a firm’s enterprise value and the value 
of the firm if no future net investment were to occur. Said 
differently, moat value identifies the value generated by the 
firm as a result of any future net new investment. Our Moat 
Trend Rating reflects our assessment of whether each firm’s 
competitive advantage is either getting stronger or weaker, 
since we think of moats as dynamic, rather than static.

Price/Fair Value: Morningstar analysts use a discounted 
cash-flow model to develop a Fair Value Estimate, which 
serves as the foundation for the Morningstar Rating for stocks. 

Uncertainty Rating: Morningstar analysts evaluate the range 
of potential intrinsic values for a company and assign an 
Uncertainty Rating: Low, Medium, High, Very High, or Extreme. 
The Uncertainty Rating determines the margin of safety 
required before we would recommend the stock. The higher 
the uncertainty, the wider the margin of safety.
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