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IDP Education (IEL)
O' Canada

1Q24 student visa data

IDP’s student placement (SP) volumes typically correlate with student visa data from
key source markets: India, China, Vietnam, Australia, Nigeria, and Thailand (77% of
enrolments) into key destination countries: Australia, the UK and Canada (93% of
enrolments). 1HFY?24 is typically seasonally weaker for SP volumes in Australia, which
was evident in visas granted across IDP’s key source countries in Q1 -12% on the pcp
to ~28k and -29% QoQ however, this remains slightly above pre-pandemic levels.
Monthly data also continued to portray a normalisation of visa grants with September -
32% on the pcp and grant rates declining with record applications lodged and tougher
visa policies. Northern hemisphere data on the other hand was encouraging,
particularly for Canada. As the seasonally strongest quarter for both Canada and the
UK, visa permits/ grants were +33% and -4% on the pcp to 302k holders (both ~60%
higher than pre-pandemic levels).

Changes to forecasts

We are more conservative on IDP’s Australian SP outlook with recent data portraying
a normalisation of visas issued along with lower grant rates and the possibility of the
Australian Govt. introducing policies to cap international student numbers to lower
record migration levels. The modest downgrades to our Australia SP assumptions
were more than offset by an increase in our multi-destination forecasts supported by
encouraging northern hemisphere data. The net result was revenue upgrades of ~1-
2% in FY24-25e. We have also reduced our opex forecasts resulting in more material
EBITDA upgrades of 10%, 7% and 2% in FY24-26e.

Investment view: PT +1.1% to $27.00, Upgrade to BUY

We have updated each valuation used in the determination of our PT for the forecast
changes and recent market movements. There is no change to our 30x EV/EBIT
valuation assumption however, we have increased the RFR in our DCF resulting in a
WACC of 8.4%. The net result is a 1.1% increase in our PT to $27.00 which is a >15%
premium to the current share price so we upgrade to a Buy recommendation.

Earnings Forecast

June Year End 2023 2024e 2025e 2026e
$40.0
$35.0 Sales (A$m) 981.9 1,100.1 1,250.7 1,422.8
$30'0 EBITDA (A$m) 271.2 319.1 375.4 426.8
$25'0 NPAT (A$m) 149.1 173.8 211.9 247.6
' EPS (cps) 53.4 62.4 76.1 89.0
$20.0
6150 EPS growth (%) 45% 17% 22% 17%
15.
P/E (X) 41.0x 35.0x 28.7x 24.6x
$10.0
650 EV/EBIT 27.8x 23.3x 19.4x 16.7x
5.
$0.0 EV/EBITDA (x) 22.6x 19.2x 16.3x 14.4x
Nov Mar Jul Nov Mar Jul Nov Dividend (¢ps) 41.0 451 56.4 67.7
21 22 22 22 23 23 23 Yield (%) 1.9% 2.1% 2.6% 3.1%
—IEL S&P 300 Rebased ROE (%) 54.9% 64.0% 78.1% 91.2%
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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1QFY24 Student Visa Data

Australia (42% of course enrolments)

Q1/1H is typically seasonally weaker for IDP’s Australia SP volumes with the FY23 skew
being 43%/ 57% 1H/ 2H. Whilst Australia’s 1Q24 offshore primary student visa grants were
-18% on the pcp at 62k it remained ~29% above pre-pandemic levels. Visa grants
continued to decline MoM in Q1 to ~13k in September which was -32% on the pcp but
slightly above (+6%) FY19. There was also a further decline in primary visa grant rates to
~76% in 1Q24 (81% in 1Q23) which we expect was due to the considerably higher number
of visa applications lodged, +57% on FY19 and +17% on the pcp as well as tougher visa
policies. This data further supports what looks to be a normalisation of Australian student
visa grants towards pre-pandemic levels.

Figure 1 — Total offshore student visas granted QoQ Figure 2 — Total offshore student visas granted MoM
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The combined total of IDP’s key source country grants in Q1 was -12% on the pcp
however, +13% on FY19 to 28k. India and China made up ~40% (24% and 15%) of
student visas granted in Q1 although India volumes were -16% on the pcp at 9k while
China’s remained flat at 15k. The strongest growth across IDP’s key source countries was
Vietnam +57% on the pcp to 3k grants and remains well above pre-COVID levels along
with Nigeria and India.

. . . . Figure 4 — Canada study permit holders QoQ of key IDP source
Figure 3 —1QFY student visa grants in IDP’s key source countries T -
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Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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Canada (24% of course enrolments)

1QFY is typically the strongest quarter for SP into Canada and the UK (vs. Q3 in Australia),
however, IDP typically recognises ~55-60% of it's Canada SP volumes in 2H as it includes
2x intakes (Winter and Spring/Summer trimesters). Canada’s student permit holders were
particularly strong in Q1 +33% on the pcp to 302k holders and ~60% above pre-pandemic
levels. IDP’s key source countries also saw strong growth +41% on the pcp and +50% on
1Q20 to 161k. Nigeria and India were the two strongest regions +142% on the pcp to 16k
and +41% to 109k and remain well above pre-COVID levels. Strength in July and August
data was partially offset by a weaker September however, this remained slightly above the
pcp and FY19 at ~33k permit holders as shown in Figure 5.

At the FY23 result IDP called out an improvement in visa processing times in Canada,
however noted these were yet to flow through to a pickup in volumes. We expect this along
with strong permit numbers in Q1 to contribute to stronger than anticipated multi-
destination volumes in FY24e, particularly across IDP’s key growth markets such as
Vietnam, Pakistan, and Nigeria (which all delivered SP volume growth of 40%+ in FY23).

Figure 5 — Canada MoM study permit holders of key IDP source . . .
A Figure 6 — Total UK sponsored study visas issued QoQ
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UK (27% of course enrolments)

IDP recognises ~80% of total UK volumes in 1H. For the year ending September 2023,
there were 486k sponsored study visas granted to main applicants which was slightly
below the pcp but +86% on the year ending September 2019. Figure 6 shows 1Q24 visas
issued slightly below the pcp (-4%), however ~60% above pre-pandemic levels at 302k.
This was similar to the combined total of IDP’s key source countries -8% on the pcp to
~184k however ~64% above 1Q20.

India accounted for the most grants at ~133k (~27% of total grants) in the year ending
September 2023 which was +5% on the pcp and ~5x the year ending September 2019.
China was second at 109k grants (~22% of total grants) however this was -7% on the pcp.
Nigeria accounted for 51k grants during the same period, similar to the pcp but ~8x the
number in the year ending September 2019. However, both India and Nigeria’s grants
looked to moderate in 1Q24 -13% and -26% on the pcp to 68k and 22k.

Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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Earnings and Valuation Changes

Changes to forecasts

We are now more conservative on the growth outlook for Australia SP with recent data
implying a normalisation of visa grants as well as lower grant rates. We also note the
possibility of the Australian Government capping international student numbers in an
attempt to lower record migration levels. However, the modest downgrades to our Australia
SP growth assumptions were more than offset by an increase in our multi-destination
forecasts supported by encouraging Canada and also UK data.

The net result is modest revenue upgrades of ~1-2% in FY24-25e however, we have also
reduced our opex assumptions in FY24-26e resulting in more material EBITDA upgrades
of 10%, 7% and 2% in FY24-26e. The changes to our key forecasts are shown below.

Figure 7 — Changes to forecasts

Total revenue (A$m)  1,084.0 1,100.1 1.5% 1,2329 1,250.7 1.4% 1,423.4 14228 0.0%
Reported EBITDA 289.9 319.1 10.1% 351.4 375.4 6.8% 419.9 426.8 1.6%
Reported NPAT 1575 173.8 10.3% 197.4 211.9 7.3% 242.7 247.6 2.0%
EPS (c) 56.6 62.4 10.3% 70.9 76.1 7.3% 87.2 89.0 2.0%

SOURCE: BELL POTTER SECURITIES ESTIMATES

PT +1.1% to $27.00, Upgrade to Buy

We have updated each valuation used in the determination of our price target for the
forecast changes as well as recent market movements and time creep. There are no
changes to the multiple we apply in our EV/EBIT valuation of 30x however, we have
increased the risk free rate in our DCF valuation resulting in a higher WACC of 8.4%. The
net result is a 1.1% increase in our PT to $27.00 which is a >15% premium to the current
share price so we upgrade to a BUY recommendation.

Figure 8 — Change in valuations and impact on PT

Old (as at 23-August-23) New (as at 28-November-23)
Valuation ~ Weighting (%) Target Price Valuation  Weighting (%)  Target Price
Methodology
EVIEBIT $25.10 50% $12.55 $28.26 50% $14.13
DCF $28.30 50% $14.15 $25.74 50% $12.87
Total $26.70

SOURCE: BELL POTTER SECURITIES ESTIMATES

Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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IDP Education

Company description

Founded in 1969, IDP Education (IDP) (ASX:IEL) is one of the largest education services
providers globally. The Company facilitates the placement of international students into
education institutions across six English-speaking destination countries and co-owns and
distributes one of one of the most well-renowned and accepted English language
proficiency tests, ‘IELTS’. IDP also own and operate English language schools in South
East Asia and provide digital marketing and event services.

Investment thesis
We upgrade to a Buy recommendation on IDP. Our investment thesis is based on:

e Valuation: Our valuation for IDP is $27.00 which is a >15% premium to the current
share price. The valuation is generated from a blend of two methodologies we apply to
the company: EV/ EBIT and DCF.

e Structural growth tailwinds: Improving global mobility supported by the reopening of
international borders, supportive government policies as well as the rising middle class
in emerging economies and the increasing demand for an international education in
English speaking countries remain key structural drivers of the Company’s growth.

e Brand and scale benefits: As an industry leader IDP reaps the benefits of having
significant scale and brand recognition globally across digital and physical platforms.
With regard to SP, this allows for a lower cost of student acquisition and has
contributed to the credibility of IELTS amongst organisations and Governments.

e Proven cash generation ability: The Company has historically experienced strong
levels of cash conversion (~100% in FY22), as the business model requires relatively
low capital expenditure and working capital intensity.

e Trading at a premium to education services peers: IDP is trading at a premium to
the average EV/EBIT of education services peers in FY24e at 23.7x. However, we
believe this is justified due to the Company'’s significantly larger scale and maturity.

Key risks
Key downside risks to our estimates and valuation include (but are not limited to):

e Regulatory risk: To the extent that any IDP destination country alters immigration
policies, regulation or visa requirements that reduce the number of student or migration
visas that they grant, this will have a direct impact on IDP’s student placement and/or
IELTS test volumes.

e Competition risk IDP operates in highly competitive markets across all of its
geographies and products. In particular, IELTS competes with a number of alternative
high-stakes English language tests. The acceptance of alternative tests in key IELTS
markets would pose a threat to IDP’s market share.

e Geopolitical risk: Political events and tension, unfavourable press and negative
international relations may reduce the attractiveness of destination countries and/or
ability of students and migrants to pursue international study or immigration.

e Foreign currency risk: IDP earns revenues and incurs expenses in ~45 currencies
and as a result is exposed to movements in foreign exchange rates.

Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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as at 28 November 2023

Table 1 - Financial summary

Year end 30 June 2022 2023 2024e 2025e 2026e

Revenue 7933 9819 11001  1250.7 14228  Share price: $21.87 Target price: $27.00

Growth (%) 50% 24% 12% 14% 14% No. of issued shares: 278.3m Market cap: $6,087.2m

Costof sales -333.9 -3680  -3923 -436.5 -489.7

Gross profi 4505 6139 077 842 931
Gross margin (%) 58% 63% 64% 65% 66%  Year end 30 June 2022 2023 2024e 2025  2026e

Total costs 5951  -7106  -7809 8753  -9960  NPAT(A$m) 102.8 149.1 1738 2119 2476

EBITDA 197.1 2712 319.1 3754 4268  EPS(cps) 36.9 534 624 76.1 89.0

Depreciation and amortisation -38.2 -505 -55.5 -58.9 -60.6 Change % 159% 45% 17% 22% 17%

EBIT 158.9 220.7 263.6 316.6 366.2  PlEratio (x) 59.3x 41.0x 35.0x 28.7x 24.6x

Netinterest 6.7 -134 -15.4 -138 -125  OCFPS (cps) 504 61.1 83.7 96.5 109.9

Pre-tax profit 152.1 207.3 2482 302.7 3538  Price/ OCF (x) 434x 35.8x 26.1x 22.7x 19.9x

Net tax -49.3 -58.2 -145 -90.8 -106.1 DPS (cps) 270 41.0 451 56.4 67.7

NPAT 102.8 149.1 1738 2119 2476  Yield 1.2% 1.9% 2.1% 2.6% 31%

Franking 115%  21.1%  200%  200%  20.0%

ash How (A$m) EVIRevenue () 7.7x 6.2x 5.6x 4.9x 4.3x

Year end 30 June 2022 2023 2024e 2025  2026e  EV/EBITDA (x) 3L.1x 22.6x 19.2x 16.3x 14.4x

Gross cash flow 1931 2314 3228 3733 4244 EV/EBIT (x) 38.6x 27.8x 23.3x 19.4x 16.7x

Netinterest expense 53 -10.6 -15.4 -138 -125

Taxpaid 472 505 T45 908 -1061

Operating cash flow 140.6 170.3 2329 268.6 3058  Yearend 30 June 2022 2023 2024e 2025  2026e

Net payments for acquisitions -260.4 -80.9 -24.6 - - EBITDAmargin 25% 28% 29% 30% 30%

Investmentin associates 0.2 43 - - - EBITmargin 20% 22% 24% 25% 26%

Maintenance capex -29.6 -38.9 -40.9 -42.9 -45.1  NPAT margin 13% 15% 16% 17% 17%

Investing cash flow 2903 -124.1 -65.5 -429 -451  ROA 11% 12% 14% 16% 17%

Proceeds from borrowings 100.0 524 - - - ROE 37% 55% 64% 78% 91%

Proceeds from treasury shares 5.6 -8.9 = - - Payoutratio 732%  768% @ 722%  741%  76.0%

Repayments of lease liabilities -194 221 233 239 245 Effective taxrate -324%  -281%  -300%  -30.0%  -30.0%

Dividends paid -37.6 960  -1200 1416  -1730

Fnancing cash flow 3§15 752 433 1656 1975

Net change in cash -112.1 -29.0 242 60.1 632  Yearend30June 2022 2023 2024e 2025  2026e

Cash at start of period 306.9 196.6 166.6 190.8 2509  Netdebt/(cash) (A$m) -40.2 424 18.2 419 -105.1

Effect of exchange rate changes 18 09 = - - Netdebtlequity NM 0.1x 0.0x NM NM

Cash at end of period 196.6 166.6 190.8 250.9 3141  Gearing NM 8% 3% NM NM

Net debt/EBITDA (x) NM 0.2x 0.1x NM NM

Balance Sheet (A$m)

Year end 30 June 2022 2023 2024e 2025e P/ I Segmentals (A$m)

Cash 196.6 166.6 190.8 250.9 3141  Yearend30June 2022 2023 2024e  2025e  2026e

Trade and other receivables 932 160.9 163.3 1847 2094  Studentplacement 2154 3512 459.5 546.5 639.3

Contract assets 524 108.7 120.8 136.7 1549  English language testing (IELTS) 5114 545.5 543.8 596.7 664.0

Investment in associates 39 8.7 8.7 8.7 8.7 English language teaching 206 334 40.0 453 51.3

PPE 264 335 484 63.9 804  Digital marketing and events 433 478 52.6 578 63.6

ROU assets 90.8 109.4 1039 98.0 919  Other 2.1 41 43 44 46

Intangible assets 437.3 550.3 550.9 525.3 4994 Total Revenue 793.3 9819 11001  1250.7  1422.8

Deferred taxassets 182 26.3 263 26.3 263

Other assets 56.0 69.0 69.0 69.0 [LIUR Interims (A$m)

Total Assets 974.8 12335 12821 1363.6 1454.1 Year end 30 June 1H23 2H23 1H24e 2H24e

Trade and other payables 125.0 1917 206.9 2340 2652  Revenue 501.8 480.1 555.7 544.4

Lease liabilities 100.0 1206 97.3 733 488 Growth % 26% 21% 11% 13%

Contract liabilities 519 579 61.0 69.0 78.2

Provisions 25.0 30.0 30.0 30.0 300  Costofsales 1907  -177.3 <1974 1949

Borrowings 156.5 209.0 209.0 209.0 209.0  Gross profit 3111 302.8 358.3 3495

Other liabilities 129 56.3 56.3 56.3 56.3  Gross margin 62% 63% 64% 64%

Deferred tax liabilities 482 50.6 50.6 50.6 50.6

Total liabilities 5194 716.0 7109 722.1 7379 Operating expenses -3578  -3528  -3890  -3919

Net Assets 4554 5174 571.2 641.5 716.2 EBITDA 1440 127.2 166.7 152.4

Issued capital 276.9 2715 2715 2715 2715

Reserves 95 49 49 49 49

Retained eamings/(losses) 188.3 2408 294.6 364.9 4395

Shareholders equity (ex. NCI) 455.7 517.2 571.0 641.3 715.9

SOURCE: BELL POTTER SECURITIES ESTIMATES

Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time.

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.

Note: We refer to primary/ main applicant student visa data throughout this report (ex. Canada) and offshore applicants.
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Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
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