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University of Notre Dame du Lac, IN
Annual comment on Notre Dame

Issuer profile
University of Notre Dame du Lac is a comprehensive private, not-for-profit university located
near South Bend, IN. In fiscal 2020, Notre Dame generated operating revenue of $1.5 billion
and enrolled 12,624 full-time equivalent (FTE) students as of fall 2020.

Credit overview
University of Notre Dame du Lac, IN's (Aaa/stable) excellent credit quality reflects its
strategic position as a premier, academically selective Catholic research university with
an excellent national brand. Notre Dame maintains substantial financial reserves and
unrestricted liquidity, supporting operations and providing notable flexibility. Financial
reserve growth has been robust, supported by very strong philanthropy and an active
investment management team that routinely bests return benchmarks. Additional credit
considerations include a strong financial management team, intense competition for high-
caliber students, a moderately high reliance on endowment earnings to support operations,
and a debt structure composed primarily of bullet maturities.

Exhibit 1

University of Notre Dame du Lac, IN 2

2016 2017 2018 2019 2020

Median:
Aaa rated

private
universities

Total FTE Enrollment 12,255 12,326 12,417 12,494 12,624 9,883
Operating Revenue ($000) 1,281,511 1,338,009 1,410,897 1,494,231 1,477,258 1,714,502
Annual Change in Operating
Revenue (%)

3.7 4.4 5.4 5.9 -1.1 4.4

Total Cash and Investments ($000) 9,542,865 10,541,600 11,739,372 12,310,427 13,215,036 12,610,557
Total Debt ($000) 1,011,335 1,106,162 1,263,916 1,268,300 1,390,597 1,583,774
Spendable Cash and Investments to
Total Debt (x)

7.7 7.7 7.6 7.8 7.7 7.0

Spendable Cash and Investments to
Operating Expenses (x)

7.0 7.3 7.4 7.3 8.3 7.8

Monthly Days Cash on Hand 726 954 972 841 860 741
Operating Cash Flow Margin (%) 21.1 20.4 17.4 18.8 22.5 16.8
Total Debt to Cash Flow (x) 3.7 4.0 5.1 4.5 4.2 5.6
Annual Debt Service Coverage (x) 7.9 7.7 5.4 6.0 7.3 3.0
Source: Moody's Investors Service

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1263942
https://www.moodys.com/credit-ratings/University-of-Notre-Dame-du-Lac-IN-credit-rating-600038463/summary


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

Market profile: An exceptional strategic position remains supported by strong student demand and excellent philanthropy. Notre
Dame is very selective, accepting 19% of applicants and is the first choice of many potential students with 54% of accepted students
enrolling. Net tuition revenue growth remains steady, notable given the university's policy of needs blind admission and a commitment
to fund unmet need.

» Notre Dame's scope of operations at $1.5 billion in fiscal 2020 gives the school multiple meaningful options to navigate operating
volatility and has grown by 15% since fiscal 2016, principally driven by a 29% rise in investment income.

» Full-time equivalent (FTE) student enrollment increased slightly in fall 2020 compared with fall 2019. Notre Dame welcomed
students back to campus in fall 2020 with COVID transmission mitigation procedures in place to limit spread. The university has
also brought students back to campus for the spring semester.

» Net tuition per student in fiscal 2020 was $28,290, up 2.9% compared with fiscal 2019.

» Strong capital spending over the past five years is reflected in a low age of plant of 10 years, indicating updated and modern
facilities.

Exhibit 2

Net tuition revenue continues rising despite relatively level enrollment
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Source: Moody's Investors Service

Operating performance: Despite pandemic-related operating challenges, Notre Dame will continue to produce solid operating cash
flow because of prudent expense management. Management is projecting a modest erosion in operating performance in fiscal 2021
but will still produce adequate cash flow because of expense reduction efforts. There is still significant uncertainty surrounding fiscal
2022, which is highly dependent on the severity of the pandemic in the fall and next spring.

» Despite the pandemic, Notre Dame produced a strong operating cash flow margin of 22.5% in fiscal 2020, above its five-year
average operating cash flow margin of 20%.

» Annual debt service coverage of 7.3x in fiscal 2020 is very strong, but overstated given the university's debt primarily consists of
bullet maturities.

» Revenue resources are somewhat diverse with the highest percentage of revenue, 40%, coming from tuition and student charges.
The second largest source, investment income, is 39% of overall revenue--exposing the university to financial market volatility.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 3

Operating cash flow margin exceeds the median for similarly rated private universities
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Wealth and liquidity: Balance sheet financial resources and liquidity are exceptional and among the largest of all universities.
Financial resources growth is driven primarily by excellent philanthropic support and outsized investments returns compared with
peers. The university's investment team is highly experienced and its portfolio diversified, mitigating some inherent market volatility
risk.

» Total cash and investments totaled $13.2 billion in fiscal 2020 and have grown significantly, by 38%, since fiscal 2016.

» Spendable cash and investments provide a robust 8.3x coverage of expenses in fiscal 2020, on par with other Aaa-rated private
universities.

» Monthly days cash on hand of 860 days in fiscal 2020 is very strong and higher than similarly-rated peers.

» Three-year average gift revenue in fiscal 2020 (fiscal 2018 through fiscal 2020) is a substantial $435 million with three-year average
gifts per student of $34,427.

Exhibit 4

Over the last five fiscal years, wealth has increased considerably while spendable cash and investments to total debt remained flat despite
recent debt issuance.
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Leverage: Manageable leverage will continue because of Notre Dame's strong balance sheet buffer to debt and commitment to sound
operating performance. Favorably, the university does not have near-term debt plans and previous capital spending has been strong,
limiting potential future needs. The university does have modest debt structure risks associated with bullet maturities, but favorably all
outstanding long-term debt is in fixed rate mode.

» Spendable cash and investments cover debt a strong 7.7x in fiscal 2020, which has remained stable over the past five years despite
rising debt.

» Debt to cash flow of 4.2x in fiscal 2020 is sound and slightly better than similarly rated peers.

» Capital spending, measured by purchases of property, plant, and equipment to depreciation, has averaged a strong 3.7x annually.

Exhibit 5

Overall wealth substantially surpasses outstanding total debt.
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Sector trends
We have a negative outlook for the US higher education sector through 2021. The negative outlook acknowledges sector wide
enrollment softness that will lead to net tuition revenue declines at most universities. Reductions in auxiliary revenue, such as housing,
parking and athletics, will be material as colleges have pivoted to remote learning and limited the number of students on campuses.
Stress on other key revenue streams, such as state funding and philanthropy, will rise as the effects of the coronavirus pandemic persist.
Larger comprehensive universities with a national or even international student draw will typically fare better in this environment,
while universities in urban settings will continue to confront tighter public health measures through the pandemic, which could result
in prolonged enrollment decline and suppressed auxiliary revenue. The rapid move to a virtual classroom experience has accelerated
advances in online delivery that might have taken much longer before the pandemic. Universities will continue to use a variety of
balance sheet tools to help mitigate mounting deficits and shore up liquidity.

Endnotes
1 The rating referenced in this report is the college's or university's seniormost public rating.

2 Definitions of the metrics in the Key Indicators table are available in the appendices of our most recently published Higher Education medians reports,
public university and private university. The appendices also provide additional metrics broken out by sector and rating category. We use data from a
variety of sources to calculate the medians, some of which have differing reporting schedules. Median data for prior years published in this report may
not match last year's publication because of data refinement and changes in the sample sets used, as well as rating changes, initial ratings, and rating
withdrawals. Median data represents the most recent published median data, which in some cases could be from the prior fiscal year.

4          18 February 2021 University of Notre Dame du Lac, IN: Annual comment on Notre Dame

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1181204
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1181203


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

© 2021 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY,
“PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL
FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY’S
RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S
CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND
RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT
RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING
THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS
AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT
DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED
OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE
FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN
CONSENT.
MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS
DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.
All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing its Publications.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT
RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.
Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any credit rating,
agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees ranging from $1,000 to approximately $5,000,000. MCO and Moody’s
Investors Service also maintain policies and procedures to address the independence of Moody’s Investors Service credit ratings and credit rating processes. Information regarding
certain affiliations that may exist between directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly
reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance —
Director and Shareholder Affiliation Policy.”
Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to
the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.
Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.
MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for credit ratings opinions and services
rendered by it fees ranging from JPY125,000 to approximately JPY550,000,000.
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1263942

5          18 February 2021 University of Notre Dame du Lac, IN: Annual comment on Notre Dame

http://www.moodys.com


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

6          18 February 2021 University of Notre Dame du Lac, IN: Annual comment on Notre Dame


