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UNITED STATES

SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934

Date of Report (Date of earliest event reportédy 22, 2007

MORNINGSTAR, INC.

(Exact name of registrant as specified in its @rart

Illinois 000-51280
(State or other jurisdictio (Commissior
of incorporation’ File Number)

225 West Wacker Drive
Chicago, Illinois
(Address of principal executive office

(312) 696-6000
(Registrant’s telephone number, including area fode

N/A
(Former name or former address, if changed sirstadg@ort)

36-3297908
(I.LR.S. Employe
Identification No.)

60606
(Zip Code)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of

the following provisions:

O Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.425)

Soliciting material pursuant to Rule 14a-12 under Exchange Act (17 CFR 240.14a-12)

O
O Pre-commencement communications pursuant to Rue?{l) under the Exchange Act (17 CFR 240.14d-2(b))
O

Pre-commencement communications pursuant to Réet{d under the Exchange Act (17 CFR 240.13e-4(c))




Item 7.01. Regulation FD Disclosure.

On May 22, 2007, members of management of Mornamghtc. (the Company) will make the presentatittached as Exhibit 99.1 at its
Annual Shareholders’ Meeting, which will be heldrae University of Chicago Gleacher Center in Chadllinois at 9:00 a.m. (CST).

The presentation includes free cash flow, whiatoissidered a non-GAAP financial measure under Sg0lations. The Company presents
this measure as supplemental information to helpstors better understand trends in its businessdtseover time. The Company’s
management team uses free cash flow to evaluateetfiemance of its business. Free cash flow isegotvalent to any measure of
performance required to be reported under U.S.rgém@ccepted accounting principles, nor should ttata be considered an indicator of the
Company’s overall financial performance or ligwdiMoreover, the free cash flow definition the Canp uses may not be comparable to
similarly titled measures reported by other comeani

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits:
Exhibit No. Description
99.1 Annual Meeting Presentatio




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its
behalf by the undersigned hereunto duly authorized.

MORNINGSTAR, INC.
Date: May 22, 2007 By: /sl MARTHA DUSTIN BOUDOS

Name: Martha Dustin Boudo
Title:  Chief Financial Officel




EXHIBIT INDEX

Exhibit No. Description

99.1 Annual MeetincPresentatior




Exhibit 99.1
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Today's presentations contain forward-looking statements.

All statements made that are not historical facts are subjectto 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 contain forward-looking stegats. All statements made that are not histofazs are subject to a number of risks and

uncertainties, and actual results may differ maligriPlease refer to our most recent earningsasel@nd our most recent Form 10-Q or 10-K
for more information on the factors that could eastual results to differ.




Overview

Joe Mansueto
Chairman and Chief Executive Officer




MORNINGSTAR Morningstar Today

millinn -l NnAan/idrinle

710 000+ ¢% Advisors

We've continued to expand our reach with our tlediences: individuals, financial advisors, anditutons.




MOARNINGSTAR

2006 Key Metrics
$ 315175
+3%%
|
$227,114
$ 93,955
iy +129%
$46480 $40994
] T
05 06 05 06 05 06
Revenue Operating Income Free Cash Flow™
($000) ($000) ($000)

*Free Cash Flow is considered a non-GAAP financial measure under SEC regulations.

w

We had a strong year in 2006. Revenue increased @98tating income 67%, and free cash flow mora ttmubled. There were a few driv

behind the big increase in free cash flow includmger tax payments from the $13 million tax benedlated to the Ibbotson acquisition and
higher accrued compensation expense. We also haa tapital expenditures versus 2005.




MORNINGTAR

$315.2
+39%

$227.1
$1797 +26%

1395 +29%
$109.6 $+2?%

+20%

02 03 04 05 06
Morningstar Revenue ($mil)

Revenue Growth and
Industry Spending

$ 21,169"
§19,318 +10%

¢$17.493 *10%

+10%
s 14002 ° 1?;’;%;5 .

-0.9%

02 03 04 05 06

Industry Spending for Financial &
Economic Information ($mil)

*2006 Estimate. Source: Veronis Suhler Stevenson

Here you can see Morningstar’s growth relativeheinhdustry. We've continued to generate stronglitmgrowth, and in fact grew at about
four times the industry overall in 2006. Industpereding on economic and financial data has beeniggoat about 10% per year over the |
few years. Our revenue base is only a small fraaifcthe total market, so we see good potentiatfmtinued growth.




McORNINGSTAR New Product Launches

T —_n > Advisor Workstation
eust Sromn | | Portfolio Builder module
[ O > Global Hypothetical

| |llustrator tool

¥
..............................................

> Retirement Income
Education Center

> Retirement Income Strategist

(NG AR

Generste an llustration to review keay retiren b. Morningstar Di]"ec't 3-{]

;:,:_nu:l:pl:s of annurtization, asset allocation, wi ETF I

A — _ nves . Morningstar ETFs 100 Yearboo
o > Morningstar ETFInvestor

Case Assumptions Using ETFs in @ she

L% Fixed Annuitiss [a | |Fund Peortfolio i

In the Advisor segment, we launched a number of c@wponents for Morningstar Advisor Workstatiorgluding a Portfolio Builder
module, a Global Hypothetical lllustrator tool, aRdtirement Income Strategist. In our Institutios@dment, we introduced an upgraded
version of Morningstar Direct, and in our Individis@gment, we came out with two new publicationgrchange-traded funds.




Acquisitions




MORNINGSTAR Acquisitions
B =
Historically, most of our revenue increases hawntgriven by organic growth. However, we made @y acquisitions in 2006 and early

2007: Ibbotson Associates, Aspect Huntley, the bddgd and separate account database divisiorve§tarForce, and most recently we
purchased Standard & Poor’s mutual fund data basine

> |bbotson

> Aspect Huntley
> |nvestorForce
SP ECT > Standard & Poor’s

mutual fund data business




M¢ORNINGSTAR Ibbotson

f i fiee

Individual Segment Advisor Segment Institutional Segment

SBBI Yearbooks Portfolio Strategist Investment Consulting

Beta Book Advice by Ibbotson

Cost of Capital Center Components EnCorr

Presentation materials
Training

10

We completed our acquisition of Ibbotson Associatddarch 2006. Some of the major products we addéuthis purchase include the
Stocks, Bonds, Bills, and Inflation yearbook, fingh advisor software, a significant consulting aetirement advice business, and the
EnCorr institutional software platform.




M RNINGSTAR Aspect Huntley

t it tiee

Individual Segment Advisor Segment Institutional Segment

Information and data feeds on

IFA Magazine Investment conferences shares listed in Australia

Your Money Weekly Advisor software

Smaller Companies Guide

"

Aspect Huntley is the leading equity analysis arfdrmation firm in Australia, and it also publishiesestment newsletters and magazines for
investors in that market. This acquisition was afipg to us partly because Australia has a vernyadhvestor population, both in stocks and
mutual funds. Some of the key products we addeel &er investor newsletters (Your Money Weekly anlger Companies Guide) and an
extensive database on Australian stocks. In addifispect Huntley has analysts who cover stocksdigh Australia. Their analytical
approach is very similar to ours and we’re excabdut cross-pollinating our research efforts.




MORNINGSTAR InvestorForce

tiee

Institutional Segment

Altvest hedge fund database

Separate account database

12

With InvestorForce, the real value-add was databagerage. This purchase allowed us to make a &ggeup in the number of hedge funds
and separate accounts we cover. We added abo i3g@i@e funds and 1,500 separate accounts.




MORNINGSTAR Standard & Poor’s
Mutual Fund Data Business

i fiee

I

Advisor Segment Institutional Segment

Mutual Fund Solutions  Data on more than 135,000
tools, alerts, funds in 30 countries

and fact sheets

Mutual Fund Expert Workstation fund performance
performance and analysis system
illustration tool

13

And in March of this year, we completed our acdigsi of S&P’s mutual fund data business. This asijoin will help us expand our reach
outside of the United States, and also continulelimgi out our competitive advantage — or what wik @ar ‘moat’ — by expanding our
database coverage.




McORNINGSTAR Standard & Poor's
Mutual Fund Data Business

Momingstar adquiere la

divisidn de datos de fondos viomingstar a rachets

de Standai I"activité données
Invertimos| Mormningstar erwirbt sur la gestion ED_HBHWE de
seamasfq Standard & Poor's Standard & Poor’s.
Fondesdatonoperhébft § §
A Nous avons investi pour que
g’g ”:t Morningstar has vous investissiez mieux.
P acquired Standard & Poor's
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Here are some examples from the marketing campeggran in Europe to promote the benefits of theussitipn. As | mentioned, we see
great potential to extend our brand in Europe ahdramarkets with this acquisition.




MORNINGSTAR Standard & Poor’s
Integration Timeline

| | . | | | | | | | | | | | | | | | | | | | | | § .I | | | i ) | | | | | | | | | | | | | | | | | | | | | | | | | | | | .-- |
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These are some of the major milestones for thgiatmn. We've already finished re-branding thedwad sites, marketing sites, and client
interfaces. We're now in the process of integra®&P’s data with ours and plan to roll this out to digeaver the next couple of months. £
had a U.S. data operation in lowa, and we plarasecthose facilities next month because it overlajph our existing operations.




Data Coverage
and Quality




MORNINGSTAR Data Coverage

Capital Markets # 29 Flans

Open—End Funds Stocks

CIUSEd'End FundS Semrate Accounts
Pension & Life Funds
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s E Al PeAL DSl L1 AN A ] TS

Most of you are probably familiar with Morningstaibusiness model, which is based on leveraginfj}xbe investments we make in our
databases and core skills. We have a total of i databases and now have extensive data on naor@89,000 securities and investment
vehicles.




M RNINGSTAR The Key Dimensions
of Data Quality

Accuracy

Timeliness

Data quality is extremely important to us. We measwr data quality in three key dimensions: aacyrimeliness, and completeness. Each
individual measurement provides a different angi®or data quality. We balance our approach torense don't sacrifice one dimension in
pursuit of another. We use tools such as Six Signmaaintain and improve our data quality.




Growth Strategies




M¢ORNINGSTAR

Morningstar.com

Continue to
upgrade content,
speed, relevance

Introduce Premium
service outside
United States

Advisor Workstation

Continue building
retirement
income capabilities

Expand sales of
Portfolio Builder and
other global tools

Build Leadership Position
in Each Market Segment

et

Morningstar Direct

Aggressive
development program

Enhance portfolio
analysis capabilities and
global database

Here are some of the major initiatives we’re targefor each of our three platforms. For Morningstam, we plan to continue upgrading the
site’s content, speed, and relevance to a wideerah@vestors. We're also looking at the posdipitif rolling out Premium services outside
the United States. We recently launched a Premsitarin China, and we’re considering sites in thmétét Kingdom and Australia.

For Morningstar Advisor Workstation, we're contingito build functionality and tools for managingirement income—an increasing need
as investors shift from accumulation to drawing dagsets in retirement. We're also planning to edpaur sales efforts outside the United
States for Portfolio Builder and other global tools

With Morningstar Direct, we have an aggressive gment program and plan to keep building our plicfanalysis capabilities and global

database.




MORNINGSTAR Build Leadership Position

in Each Market Segment

$ 61,632
Revenue from three flagship
'. platforms ($000).
Bl > Morningstar.com
[ Morningstar Advisor Workstatior
$ 29,657 Morningstar Direct
$19.422
II
y
02 03 04 05 06
17.7% 21.3% 25.0% 27.1% 27.0% % Consolidated Revenue

il

Ouir first growth strategy is to build a leaderspgsition in each market segment by driving the dhoef our three flagship Internet platforr
Morningstar.com for the individual market, MornitgisAdvisor Workstation for the advisor segment] Morningstar Direct in the

institutional segment. The combined revenue fos¢hairee platforms has steadily increased and nyaddout 27% of our consolidated
revenue in 2006.




M ORNINGSTAR Become a Global Leader
in Funds of Funds
Investment Management

$1.332
+40.1%
$ 951
+43.0%
$ 665
+177.8%
$23.76
$13.64 +74.2%
$5.94 +129.6%
n/a
03 04 05 06 03 04 05
Morningstar’s Assets ($bil) Industry Assets ($bil)*
*source: Cerulli Associates 12

Our second growth strategy is to leverage our éigaein analyzing managed investment products tofoe a global leader in funds of funds.
It's difficult for investors to choose investmeiatsd combine them into well-constructed portfoliBscause the number of choices can be
daunting, funds of funds offerings made up of mutuads, hedge funds, and VAs have all seen stgrogth. This is an area where we think

we can add value by simplifying the investment pescand helping investors achieve better outcomes.




M ORNINGSTAR
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Expand Range of Products
and Services

> Hedge Funds
> Equity Research
> Retirement Income

Over the past 20+ years, we've driven our growtltdgtinuing to develop new products to better neetstors’ needs. Today, we're
focusing our efforts on three key areas: hedgeduequity research, and retirement income.




MORNINGSTAR Expand Internationally

S 44,276
+50.4%
$ 29.447
$ 75410 +15.9%
§ 20118 +26.3% '
+45.3%
$ 13,850
+87.1%
02 03 04 05 06
Non-U.S. business
($000)

Our fourth growth strategy is continuing to expanu international brand presence, products, andcgs. We made major steps toward this
goal through our acquisition of Aspect Huntley amayre recently, S&P’s mutual fund data business.i@ternational revenue has steadily
increased and made up about 14% of consolidateshuevin 2006.




MORNINGSTAR Operating as
a Global Company

Stockholm
Amsterdam 9510
Londone © ° Copenhagen
Paris  * Frankfurt
S . *Munich
Chicago Madrid  Mifan Seoul =
Shenzhen Tokyo
Hong Konge: e
Bangkok »
SingapurE
Sydney
Auckl

5

We've made much progress in recent years in gloipgliour operations. We have operations in more ftéacountries around the world and

minority ownership positions in another three coiest We recently added an operation in Singapodeaa office in Frankfurt through our
acquisition of S&P’s mutual fund data business.

We've continued to expand our office in Shenzhehmictv now handles much of our global data procesaintjapplication development. We
now have about 130 data and QA analysts in Ching,mpore than 100 developers.




Financial Highlights

Martha Dustin Boudos
Chief Financial Officer




M ORNINGSTAR Consolidated Income
Statement

Year ended Dec. 31

($000, except per share amounts) 2006 2005 % change
Revenue $ 315,175 $ 227,114 38.8%
Operating expense $ 237,648 $ 180,634 31.6%
Operating income $ 71527 $ 46,480 66.8%
Operating margin 24.6% 20.5% 4.1pp
Net income $ 51,762 $ 31,117 66.3%
Diluted income per share g 1Y $§ 070 58.6%
Weighted average common shares 46,723 44 459 5.1%

outstanding (diluted)

i

First, let's start with a quick overview of our broe statement. Our revenue increased nearly 39%2005. We generated revenue growth in
two ways: organic growth (which is the increaseeienue excluding the impact of acquisitions maahkénd 2006 and foreign currency) and
the additional revenue from the three acquisitiwasmade during the year.

Operating expense increased nearly 32%, with greething from compensation-related expense andiaddltexpenses from acquisitions.
With revenue growth continuing to exceed expens&tir, operating income increased by 67% to $77Ibamiand margin increased four
percentage points to just below 25%. On a per-dhases, net income increased from $.70 to $1.1Elpare.




MORNINGSTAR Individual Segment
$80.7
+27.2%
$63.4
§229
$ 80.7 mil $15.0 +52.8%
25.6% of total -_
2006 Revenue 05 06 05 06
Revenue Operating Income
($mil) ($mil)
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Morningstar \Worldwide Market
Reach 182 million investors
5.2 million

We had about $81 million in revenue in our Indivatlsegment in 2006, which translates into about #6%tal revenue.

We currently reach about 5.2 million individual @stors worldwide, out of an estimated market sfzebout 182 million.

bz




Advisor Segment

MORNINGSTAR
$94.7
i +30.3%
/ $127
$26.7
__ 5
30.0% of total B ' -_
2006 Revenue 05 06 05 06
Revenue Operating Income
($mil) ($mil)
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Morningstar \Worldwide Market
Reach 840,000 advisors
210,000

Our Advisor segment generated about $95 millioreirenue last year, or 30% of total revenue.

Here we currently reach 210,000 financial advisarsof an estimated market size of about 840,00@ak.




MORNINGSTAR Institutional Segment

$ 146.1
+52.3%
$9359
$312
46.4% of total Bt
’ ] -_
2006 Revenue 05 06 05 06
Revenue Operating Income

($mil) ($mil)

SEoPe f o [PECP TP [ YO e POy et e [
ed g e e i e

Morningstar \Worldwide Market
Reach 10,000 institutions
1.700

0

The institutional segment was the largest contabtd revenue growth in 2006, both through orgamawth and the addition of Ibbotson
revenue. We had $146 million of revenue here, 8t 46 our total revenue base.

We also significantly expanded the number of clietationships in 2006. We currently reach abowd0Q,institutions globally, and we
estimate the market size to be roughly 10,000tirgins.




M¢ORNINGSTAR Revenue Growth

2006 $ 315.2 mil +39%

2005 $227.1  +26%

2004 $1797  +29% I
2003 $1395  +27% l

2002 $1096  +20%

92 83 94 9% 96 97 98 983 00 01 02 03 04 05 06

Revenue was up 39% in 2006, continuing the trendemMead of strong revenue growth over our more tB@iyear history.




MORNINGSTAR Sources of Revenue

in 2006
$000 % of total
Organic revenue $277,948 88.2%
Acquisitions 36,434 11.6
Foreign currency 793 0.2
Total $315,175 100.0%

The bulk of our revenue was organic revenue, whielde up 88% of our revenue last year. The mairedyiof organic revenue growth were
Investment Consulting and Advisor Workstation. 008 acquisitions were a much bigger part of ouenexe than in previous years.




MORNINGSTIR Recurring Revenue

$278.8*

Revenue composition

($mil)

New revenue
Renewal revenue

Net walk-in revenue

New revenue $ 315 $ 4558 $ 39.0 $ 451
Renewal revenue 36.9 408 65.9 101.2
Net walk-in revenue 1A 93.3 122.2 1325
Revenue $1395 $179.7 $227.1 $278.8*

#2008 amount excludes revenue from acguisitions.

33

An important characteristic of our business is thathave substantial recurring revenue: revenua fuabscriptions or licenses that we renew.
We track and report on this through this breakdoiwvalk-in, renewal, and new revenue. Walk-in raxeneflects revenue that we expect to
recognize from subscriptions and licenses that Wwepdace at the beginning of the year. Renewadmere reflects revenue from subscriptions
and licenses that we renew during the year. And re@nue includes revenue from either selling nesdpcts to existing customers or sel
products and services to new customers.




M ORNINGSTAR Retention and
Renewal Rates

i o
100-105% 95100%
60-65% 60-65%
05 06 05 06
Retention Renewal
(subscription-based products) (contract-based products)

In 2005, we began reporting two new metrics to lydle investors insight into our success in retgjrhusiness. We show these as ranges
because calculating retention rates is more oftathan a science. For products we sell througlsaufitions (such as Morningstar.com,
Principia, and newsletters), we calculate a retentate by dividing the total number of subscriptiave retained by the number of
subscriptions that were up for renewal. Our retentate remained steady from 2005 to 2006. Thigbsas represents about 23% of our
revenue.

For products we sell through contracts and licefisetuding Advisor Workstation Enterprise Editidricensed Data, and Investment
Consulting), we calculate a renewal rate basedhemnnualized contract value renewed (in dollaissyied by the annualized contract value
up for renewal. This dropped slightly in 2006 beszu

*  We had outstanding renewals in our Data Servicembss at the end of the year.
*  We chose to discontinue some lower-margin contiaatsir retirement advice business; and
*  We had a smaller increase in incremental user@® Zersus 2005 in some products such as MorninBétact.

This type of revenue represents about 66% of oxgrmae. The reminder of our revenue, about 11%,amsider non-recurring. This revenue
comes from one-time sales from products like owkiscand advertising sales.

While we continue to be satisfied with our retentiates, it's something our marketing teams spelotl @ time on because #'less expensi
for us to retain customers than to acquire new.ones




MORNINGSTAR Revenue Breakdown and
Top Five Products

% of
Revenue consolidated
(S000) revenue

Investment Consulting (Institutional} $ 46,587 14.8
Advisor Workstation (Advisor) 43,140 13.7
Licensed Data (Institutional) 37,730 12.0
Morningstar.com (Individual) 31,311 9.9
Principia (Advisor) 28,735 9.1
Total $ 187,513 59.5

Non-U.S.

14.0%

* Percentages total mare than 100% because of intersegment revenue 4

Another important characteristic of Morningstaoig diversified revenue base, although there haemlsome changes in the composition of
our revenue over time. Our Institutional segment nepresents nearly half of our revenue, in pacabse of our acquisition of Ibbotson and
because of the strong growth in Investment Comsulti

On a product level, Investment Consulting has bexour largest product, moving from the fifth spp2005 to the top of the list in 2006. F
of this growth was driven by the acquisition of dtdon, which has a significant consulting business.

Overall, our five largest products make up abodb&d total revenue. Most of our revenue still corfresn the United States, but our
international operations contributed 14% of outreraye in 2006. International growth was 50% last,ys@me of which came from
acquisitions, primarily Aspect Huntley in Australlaxcluding that, though, our international operasi still grew 20% organically.




MORNINGSTAR Significant
Operating Leverage

$ 315,175
N
3227114
$ 179,658 fm—
T $ 139,496 T
$ 109,619 M
($000) s $ 71,527
§17,735 $EU -

%%%r[?]tmg income (loss) $ (8,340) $(10,754)

02 03 04 05 06
Revenue growth 20.2% 21.3% 28.8% 26.4% 38.8%
Operating income growth NMF NMF NMF 162.1% 66.8%
Operating margin % NMF NMF 9.9% 20.5% 24.6%
Change NMF NMF NMF 10.6pp 4.1pp

Our second key measure of financial performanop&ating income. We've seen this increase as tevgrowth has exceeded growth in
expenses. In 2006, operating income was $77.5amjlk 67% increase from 2005.

This is another key aspect of our business becaase able to leverage the investments we makbings like our databases and analysis
across many products, audiences, and geographiesxpect to see this leverage over the long tand recognize that in some shorter-term
periods we may sacrifice operating income to inf@sfuture growth.




M ORNINGSTAR Free Cash Flow

$ 93,955
$ 40,994
$ 21098 $25,132 |
$105653 , -
($000) 02 03 04 05 06

Cash provided by operating activities  $16,542 $29,706 §$32,862 $48,445 §98,677
Capital expenditures (5,989) (8,607) (7,730 (7.451)  (4,722)

Free cash flow* $10553 $21098 $25132 $40994 $93955

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

Free cash flow is the third metric we look at talerate our financial performance. We define freghddow as cash from operating activities
less the cash we use for capital expenditures b@siness doesn’t require a lot of capital investm®nr capital expenditures were equivalent
to about 1.5% of revenue in 2006 (a decrease f#nin32005).

We typically make capital expenditures on compatpripment for our technology platforms and leasgimabrovements. Capital spending
went down in 2006 because we had completed buils-@fuour offices in London and Shenzhen.

With operating income growing and relatively lowpital expenditures, we continue to see our fred fasv increase; it more than doubled
last year to just below $94 million.




MOARNINGSTAR

Consolidated balance sheet data ($000)

Solid Balance Sheet

as of Dec. 31, 2006

as of Dec. 31, 2005

Cash, cash equivalents, and investments $ 163,751 $ 153,190
Working capital $ 70,021 $ 90,374
Total assets $ 447,838 $296,311
Deferred revenue $ 100,525 $ 71,155
Long-term liabilities $ 10952 $ 6,756
Total shareholders’ equity $ 269,423 $173714
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We continue to have a strong balance sheet behindperations. At the end of 2006 we had $164 amilin cash, cash equivalents, and

investments, and we don't have any external debt.

Deferred revenue remains an important part of ttong balance sheet. Because of our business meédlften collect cash in advance of

providing services, which generates the deferredmee balance you see here.




MORNINGSTAR First Quarter 2007
Key Metrics

$ 95,447
+36%

$ 24,027
+25%
519,198 —_— $6,394
— $9,058 ~29%
I

Q106 Q107 Q106 Q107 Q106 Q107
Revenue Operating Income Free Cash Flow™
($000) ($000) ($000)

*Free Cash Flow is considered a non-GAAP financial measure under SEC regulations.

38

Our revenue increased 36% in the first quarterO872 This includes additional revenue from acquisg as well as an organic growth rate of

about 18%. The two largest revenue drivers weredtmaent Consulting and Morningstar Advisor WorketatMorningstar.com and Licens
Data also made important contributions.

Operating income increased by 25% over the firsirigu of 2006; however, our operating margin dediby about two percentage points
because of additional amortization expense, outsalproduct implementation fees, and additionakagp from acquired businesses.

Our free cash flow decreased because of a $1.BmdEecline in cash from operations driven by a.81gillion increase in annual bonus
payments and $1.1 million increase in capital exjtenes, mostly for computer hardware and our neadguarters here in Chicago.




First Quarter 2007
Balance Sheet

Consolidated balance sheet data ($000) as of March 31, 2007 as of Dec. 31, 2006
Cash, cash equivalents, and investments 9 121,803 $ 163,751
Working capital $ 18313 $ 70,021
Total assets $ 491,556 $ 447838
Deferred revenue $ 129,099 $ 100,525
Long-term liabilities S 18271 $ 10,952
Total shareholders’ equity $ 288,621 $ 269,423

We paid $52.0 million in March 2007 to acquire Stard & Poor’'s mutual fund data business (reflectrmurchase price of $55 million,

subject to post-closing adjustments, less cashigshjaf $3.0 million). We also made $35.3 milliohamnual bonus payments in the first
quarter of 2007. After these payments, we stillfedout $122 million in cash and investments akthe of the quarter.




Research Update

Don Phillips
Managing Director




MORNINGSTAR Research Approach

. Market Monitoring

Bl oo Assembly y " 998y

L]
Individuals Advisors Institutions
Fund Research
[ [ ][ ]
SeE®  Stock Research
[ [ | | ]
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Our research approach is based on multiple levalgtail, which we can then offer to our three nersegments. Starting at the broadest
level, we have tools and research focusing on mankaitoring, moving down to portfolio assemblynéuresearch, and stock research. This
integrated research approach is one of the thimgssets us apart from our competitors.




MORNINGSTAR Same Tool:
Multiple Audiences

Basic: Intermediate: Advanced:
External Web Sites Morningstar Web Sites Institutional Products

t bt et

Here’s an example of how one of our research toatsbe tailored to the needs of three market setgméne Morningstar Style Box is a
widely used tool that we've adapted with differéayters of complexity. At the most basic level fodividual investors, the style box can be
used to understand a fund’s overall investmentdoét the intermediate level, we show the overatige of stocks in which the fund’s
portfolio manager invests. Finally, in our institutal products, investors can view all of the comgrt stocks that make up the portfolio. This
tool has been very popular in the fund managemamttunity.




Investor Returns:
October 2006




MORNINGSTAR Investor Returns vs.
Total Returns

Total Return Investor Return

Time-weighted calculation Money-weighted calculation

Assumes investor buys and holds for entire  Accounts for aggregate monthly
period with no additional investments purchases and sales by all of a fund's
investors

The standard method of calculating total returrzaised on a time-weighted calculation that assuhgemvestor buys the fund at the
beginning of the period and holds it for the enfiegiod. In contrast, investor returns are based oroney-weighted calculation that accounts
for all purchases and sales made during the pdtiech more accurate way of measuring the actuadstor experience. Investor returns are
now available on Morningstar.com.




MORNINGSTAR Good Funds Can Create
Bad Experiences

Fund A

10 Year Total Return 15.05%
10 Year Investor return -1.46%

4h

Growth of $10,000

Net Inflows —

Annual Return (%) 127 348 1201 -171 -278 -17.7 438 209 244 8,
Net Assets ($mil) 53 8989 724 1189 691 456 522 519 571 63.

A6

Let me give you an example of how a good fund caate a bad experience. On paper, this is a winmingderful fund. But most investors
fared much worse. Investors piled in after greatgumance in 1999 and subsequently lost money. Aesalt, the typical investor actually Ic
money in this fund. On average, investors had &%.4nnualized loss over the 10-year period. Therdiage gap between the reported total
return and investors’ actual experience.




MORNINGSTR Slow and Steady

Wins the Race

Fund B
10 Year Total Return 15.03%
10 Year Investor return 14.75%
Growth of $10,000

NETInﬂUWE —_______——
Annual Return (%) 329 230 423 6.7 6.3 -225 414 132 81 4!
Net Assets ($mil) Z258.4 3040 3954 4286 4776 3749 561.7 683.0 788.0 856.(
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Here the investor return was much closer to thed teturn. As you can see, this fund’s net inflamsl outflows were relatively stable from
year to year, and investors had a much more pegtiperience. This shows that keeping investotsoand for the long run is much mc
important than simply attracting assets. The @sttbetween these two funds shows that investersnase volatile funds poorly.




MORNINGSTAR Smart Fund Companies

Pay Attention
(10 years ending Dec. 31, 2006) mg:tsutsnr HJEJE:: sunms?lgﬁliﬁ Asset nﬂ"ﬂ%ﬂ?ﬁ
American Funds 10.36 10.62 98% +230
Vanguard 1.82 8.58 91% +140
Fidelity Investments 1.85 8.53 92% +55
Dodge & Cox 12.93 12.59 103% +51
Franklin Templeton Investments 8.03 8.49 95% +33
Janus 2.38 8.34 29% -34
Putnam 392 6.26 63% -10

We did some additional research to compare investarns and total returns for the largest fund jpanies. We found that fund companies
with a higher “success ratioyhich reflects investor returns relative to tottiurns, also were the most successful in gathémirestor acces:
Fund companies that focused on making sure invebtidl a more positive experience in their fundehmen rewarded in the marketplace.
So doing the right thing for investors also helpsnh from a business perspective.




McORNINGSTAR Investor Return Lessons

> Shines light on a vital
*hkk Kk investment management issue

> Validates Morningstar’s
historical focus on risk

> Reinforces importance of
portfolio construction

We see a substantial opportunity to improve thester experience. Investors are not doing as w#il mutual funds and other investment
they could be. By providing education and toolbétp them achieve better results, we can creat@/aim scenario for investors, financial
advisors, and asset managers.

This research also shows that risk managemenséngal. It's a validation of the Morningstar ragisystem and editorial approach, which
tends to be skeptical of shorter-term performamteemcourages investors to focus on the long téfmalso place a lot of emphasis on risk,
both in measuring risk-adjusted returns for funald @ our stock analysis, where we look for stogiks a margin of safety.

A third implication is that focusing on the wholergiolio, not just the component parts, is keyfoost investors. The success ratios for
balanced funds are much better than those of nwatile sector funds. Over the years we've beephasizing the need for this holistic
portfolio approach and building tools to meet tina¢d.




Opportunities for
Improving the Investor
Experience




MORNINGSTAR Expanding Security Researt

> 220+ analysts
> 230,000+ securities

Target TGT

VammpreFaimy 1oyi®me Do Bome Demyider Suy Semye Upd Soemsa @qh Proswer Blint Brarasdsky Eudy Galeyey Ereae
..... i I (- | A e i i Semt

Wal-Mart, Terge: On Track

Analpar Fts 06 01 08

Fundamental investment analysis has always beemarstone of our approach. We now have a largeddtaecurities analysts focusing o
broad range of investments. In our view, bottonsegpurities research is the building block of goodfplio construction, especially whenst’
done with a focus on risk.




MORNINGSTAR Developing Thought
Leadership

> Asset Allocation
> Lifetime Financial Advice

> Retirement Income

As Joe mentioned earlier, Ibbotson’s expertisessenallocation has been a nice complement to@itwro-up research. We're applying this
research in many different areas today.

Lifetime financial advice is a concept that Ibbat$ms pioneered. A younger worker early in hisardareer typically has relatively low
financial capital, but much higher human capitiag &bility to earn income in the future. Ibbots@s heen very influential in developing this
concept and exploring its implications for finan@anning and asset allocation. Ibbotson was réce@marded patents for its research on
asset allocation with annuities as well as its hucepital methodology.

Ibbotson’s research has been recently publishéddmew publications by the CFA Institute. Theftfipsiblication is Lifetime Financial
Advice, a monograph published by the Research Fatiordof the CFA Institute. The second publicati®a Financial Analysts Journal
article titled “Human Capital, Asset Allocation,dahife Insurance.” This article was published lasér and received a 2007 Graham and
Dodd Scroll award.

As investors shift from accumulating assets to dmgwown assets in retirement, there’s a growirgdrfer better tools to help investors and
financial advisors manage income in retirementsThincreasingly important as baby boomers mot@their retirement years.




MOARNINGSTAR
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Aggres

Growth
Growth e

Moderate Growth

Income + Growth

Focusing on
Portfolio Construction

> |nvestment tools

> Asset allocation advice

> Managed portfolios

> Funds of funds management
> Managed retirement accounts

We're focusing our efforts on helping investorsitdietter portfolios. By applying our expertisefimd research and portfolio analysis, we

can help investors build better-diversified poitielwith lower volatility.




MRNINGSTAR Current Research Projects

urvivorship-bias s :
P Attribution analysi

Long/short commodity index

Hedge fund category system Active share

Hedge fund performance ratings
Trading cost estimate

Finally, here’s a preview of some of the reseanitiatives we're currently working on. We have manifiatives in the pipeline, and look
forward to continuing our efforts to help investors
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