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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 2021, Notre Dame generated operating revenue of $1.5 billion
and enrolled 12,947 full-time equivalent (FTE) students as of fall 2021.

Credit overview
University of Notre Dame du Lac, IN's (Aaa/stable) superior credit quality reflects its strategic
position as a premier, academically selective Catholic research university with an excellent
national brand. Notre Dame's financial reserves are significant and with strong 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 beats peer investment returns. 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

2017 2018 2019 2020 2021

Median:
Aaa rated

private
universities

Total FTE Enrollment 12,326 12,417 12,494 12,624 12,947 7,559
Adjusted Operating Revenue
($000)

1,338,009 1,410,897 1,494,231 1,477,258 1,523,242 1,131,617

Annual Change in Operating
Revenue (%)

4.4 5.4 5.9 -1.1 3.1 2.6

Total Cash and Investments ($000) 10,541,600 11,739,372 12,310,427 13,215,036 20,051,184 9,965,409
Total Adjusted Debt ($000) 1,199,323 1,334,970 1,353,535 1,513,462 1,390,422 1,327,614
Total Cash and Investments to Total
Adjusted Debt (x)

8.8 8.8 9.1 8.7 14.4 7.6

Total Cash and Investments to
Operating Expenses (x)

9.0 9.1 9.1 10.2 16.0 9.8

Monthly Days Cash on Hand 954 972 841 860 1,664 930
EBIDA Margin (%) 20.4 17.4 18.8 22.5 28.2 20.9
Total Debt to Cash Flow (x) 4.0 5.1 4.5 4.2 3.0 6.0
Annual Debt Service Coverage (x) 7.7 5.4 6.0 7.3 8.9 4.2
Source: Moody's Investors Service

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1326500
https://www.moodys.com/credit-ratings/University-of-Notre-Dame-du-Lac-IN-credit-rating-600038463/summary
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Market profile: An exceptional strategic position remains supported by strong student demand and excellent philanthropy. Notre
Dame is very selective, accepting 15% of applicants and is the first choice of many potential students with 58% 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.

» A $1.5 billion operating revenue base is robust and provides the university with multiple options to navigate potential operating
volatility.

» Net tuition per student has increased annually over the past five years with a five-year annual average of 2.6%.

» Strong capital spending over the past five years supports a low age of plant of under 11 years, positioning the university well into the
future.

Exhibit 2

Very strong student demand supports Notre Dame's exceptional strategic position.
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Source: Moody's Investors Service

Operating performance: Despite pandemic-related operating challenges, Notre Dame had strong operating performance in fiscal
2021 We expect continued strong future operating performance, despite some building inflationary pressures. In fiscal 2021, Notre
Dame produced an EBIDA margin of over 28%, better than prior years, driven primarily by the university's strong expense containment
efforts.

» Operating margins are consistently strong with a five-year annual average of over 12%.

» Operating revenue is relatively diverse, as the largest source, investment income, was about 41% of the university's revenue in fiscal
2021.

» Financial policy and strategy is exceptional, evidenced by the university's historically strong operating performance and ability to
adjust expenses when necessary.

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 performance is in-line with peers of similar exceptional credit quality

0%

5%

10%

15%

20%

25%

30%

2017 2018 2019 2020 2021

EBIDA Margin (%) Median: Aaa rated private universities

Fiscal 2021 median data reflect fiscal 2020 data.
Source: Moody's Investors Service

Wealth and liquidity: Balance sheet financial resources and liquidity are exceptional and among the largest of all universities.
Financial resource 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.
Additionally, ample available liquidity mitigates potential liquidity draw risk.

» Total cash and investments are substantial and surpassed $20 billion in fiscal 2021, up 52% compared with the prior year.

» Robust investment returns a key driver of the university's strong growth in wealth. In fiscal 2021, the university had an endowment
return of over 53% and in the prior four fiscal years (2017 through 2020) had an annual average return of nearly 10%.

» Unfunded private investment commitments are large at nearly $3.6 billion, though manageable given the university's strong
liquidity and available lines of credit.

» Liquidity is exceptional and provides robust coverage of operating expenses. At the end of fiscal 2021, Notre Dame reported nearly
$5.2 billion of monthly liquidity providing 1,664 days of monthly cash.

» Philanthropic support is extremely strong with three-year average gift revenue of $383 million (fiscal 2019 through fiscal 2021) and
three-year average gifts per student of $29,631.

Exhibit 4

Substantial wealth and strong operating performance support Notre Dame's exceptional credit quality
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Leverage:Leverage will remain manageable 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,
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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.

» Total cash and investments cover total adjusted debt an exceptional 14.4x, which has consistently improved over the past five
years--driven by wealth accretion.

» Total adjusted debt to EBIDA is a solid 3.2x and is favorable compared with peers.

» Annual debt service coverage was a robust 8.9x in fiscal 2021, though coverage is influenced by the university's debt structure which
primarily consists of bullet maturities.

Exhibit 5

Substantial total cash and investments provide strong coverage of total adjusted debt
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Sector trends
We have a stable outlook for the US higher education sector as revenue growth picks up in fiscal 2022 with students return to campus.
Revenue growth is driven by modest increases in net tuition, but more significantly a strong rebound in revenue from auxiliary
activities, ongoing boost from federal relief funding, a steady outlook for state funding, and higher endowment income stemming
from strong investment returns in fiscal 2021. Higher inflation and labor shortages, however, will drive spending higher, squeezing
margins. Very high investment market returns have bolstered institutions’ wealth and liquidity while making strong giving to the sector
more likely in 2022. Addressing social risks such as inequality of access and affordability as well as cyber risks will present a significant
challenge amid strained budgets.

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.
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