==

et o e —— —

-

— =

BIw

) Information Session: Fall 2024

We are a student-run publication at UChicago with a threefold mission: 1) to democratize knowledge about
investment research, 2) to promote an intellectual approach for investing, and 3) to equip our members with a
strong analytical toolkit. Every quarter, we publish 3-4 full-length equity research reports in print, highlighting our
Research Analysts’ best work. Beyond this, we pride ourselves in our strong culture and close-knit community.



Who are we as an organization?

https://www.promontoryinvestmentresearch.com/apply
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m Introduction to Equity Research



Morgan Stanley | RESEARCH

Spotify Technology SA

What 1s equity research?

—
FOUNDATION

In Bloom - Initiate at OW

¥ Stock Rating © Industry View @ Prioe Target
Overweight In-Line $190.00

\/\/e believe we are in the early stages of a music renaissance in consumer spending,
led by subscription streaming and Spotify. We see premium users growing from 70

mm to ~200 mm by 2022E, with revenue growing over 20% per annum. We initiate OW,

20% upside to our PT with 2:1 bull/bear skew.

Come Together: In the Last two years, subscription streaming grew by over 100 mm users
globally (see Exhibit ), with Spotify adding 40% of that growth despite already repre-

Spotify Technology SA (SPOT.N, SPOT US)

Macha Ustied Stetes of Amarice

‘mock Ratisg. Ovecwaight
senting 0% of the market. However, in th ofa)13bn tp inSpotify's sy View ntise

Price target $190.00
65 existing markets, and b) per capita spending on music still a fraction of its Late 90s peak, G vt ot Gor 0018 poaged
this is Likely just the beginning. Consumer spending on recor has seen [rpaep—— azps
growth during this time frame, reaching 7-8% in 2017. £3-Wesk Runge 120013851
Money: We base our OW rating ana) cur of th g business (see
"Revival- Thelnvestment Case for Music®), but also b) our view on Spotify's already near global Fiscsl Vew Bading 2T 1210 110 12208
scale and c) supp g data points regarding its comp position and value proposition Sodiines B840 w1 0 N @35
to s. Sp ly, we are ged that is high and growing. Time ::' -
spenton Spotify Premium is nearing Netflix Levels. Annual time spent per monthly activeuser 3 NMONM WM NN
(MAL) has grown TI% on a CAGR basis over the last twoyears (see Exhibit 23). Driving this :::)-urq ": m:': '::
engagement has been Spotify's successful personalization efforts. Roughly 65% of Listening
is on playlist: 0% of that is Spotify has ¢
Exhibit 27). Rising engagement has led to falling churn (see Exhibit 34), to | ¥
rising MV bl (SAC, see Exhibit35). | oo

A

Into the Great Wide Open: Given the opportunity ahead, we see meaningfully more upside
in our bull case than downside in our bear case. However, we see a wide range of potential
outcomes. Our $200 T-month bull case assumes that net addtions and revenue growth
accelerate. To achieve this, Spotify will likely have to enter more markets more quickly than
our ba: fend off Apple andA dshow gh g to sup-
port multiple expansion. Our bull case assumes EV/NTM sales reaches ~5.5x from 4x today
(and compared to NFLX at ~8x today). Our $100 bear case (2x EV/NTM sales envisions

slowing top Line as paid streaming proves to be more niche than expected given popular free
options (YouTube), while Spotify loses share in the paid market.
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It Not for You: There is a temptation to pit Spotify (and by Apple and A

against their supply chain (Vivendi's UMG, Warner Music, Sony, collectively the Big Three).

Netflix and the media sector have built this temptation. If we are right about the long-
opportunity for paid streaming, we think this is a false choice. Ourview is there is Uttle to no
incentive for either side to take a more confrontational position on revenue share in the near-

abjectivityof . iewestors
For malystosrtication sndoderimportant
attho endof hisreport.

Analyst Reports investigating companies for investment
- Fundamental analysis (value investing)
- Looks at the businesses fundamentals to predict
future performance
- Practiced by Warren Buffet, Benjamin Graham
- Public Markets

Not Investment Banking!

Equity Research Analysts:
- Liaisons between investors and corporations
- Public markets, focus on value, and sector focused -
generalists rare
Bankers (broadly) facilitate the sale of companies

| promontory s



What do we do?

Research economic &
industry parameters

Prepare an investment
thesis

Valuation using DCF,
Relative Valuation,
others

Perform fundamental
analysis

Project financials of
the company

Compare “intrinsic
value” with market
price.

p

Capital One

Investment 1

We provide 3 positve recomt
derc axcount model gge:

Cypress Semicc

Investment The

Investment Hig

* Positioned for high-growth due

Autuemn 2018, sue 1

Promontory lnvestment Research
hitto://veww oromontorvir.com

Autumn 2018, Issue 1
Promontory lnvestment Research
http://wwrw promontoryir.com

Target Corporation

Investment Thesis w
s

Our analysis of price (Sept 6, 2018

Financial Highlights

$5.1555.4510$530.$5.50. Vaustion
pesieg

20w e
)
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Investment Highlights e
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remodeling, s
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traficin 2018,

http://promontoryir.com/our-research
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m The Promontory Experience



Who are we as a community?

10% Try Hard

30% Chill

70%

Earnest

| promontory s



Our organizational structure

New Recruits (NRs) Research Analysts (RAs)

General Meetings
+ All Events! The
hiking, movie nights, poker
parties, launch party Boa rd
Capstone Report l

Preliminary & committee | | ‘ l
defense

The
Board

5 week BFT
Basic Finance
Training
Weekly consultation hours
with Teaching Committee

Meets once a week for BFT and once a week for office hours. Weekly consultation Meets once a week for Research Analyst meeting. Meetings center around additional

Report #1 Report #2 Report#3 «eeees

sessions are offered every week. finance-related training, relevant industry discussions, and short group projects.

| promontory o




New Recruit Track | Introduction

What you’ll learn

How you’'ll learn it

Resources available

How to think like an investor
How to analyze a company’s competitive strategy
How to value a company

Weekly lectures and assignments geared towards topics
in accounting and valuation
Write your own equity research report from scratch

Weekly consultation hours
RA mentorship
All of Board and the rest of the club!

10



New Recruit Track |6 Week Basic Financial Training

Module Technical Training Equity Research Training
1 Introduction to Finance and Accounting Company & Industry Analysis
I )
2 Accounting Continued: Multiples Developing an Investment Thesis o i ’; I
3 Qualitative Analysis: Competitive Strategy Evaluating Risk Factors & Mitigants “* b, vy Cr—
4 DCF: Cost of Capital Financial Modeling: Relative Valuation |
5 DCF: Intrinsic Valuation Financial Modeling: Intrinsic Valuation e
6 Review Week -

Culmination: Project defense in front of board

|3] promontory




Neutral

Mew Oriestal Edusation & Technology Graup In< | NYSE £D4

Autumn 2020, Issue 7
Promontory Investment Research
http://www.promontoryir.com

New Oriental Education & Technology Group Inc.

Investment Overview

13m recommending a BUY rating on EDU because | expect EOL's offline after.school- tutoring (AST)

Share price, 12/02/20: $16177  programs ta recaver and have growth after 10F¥21, and will continue to accelerate business performance
Market capitalization: $28.058 in FY2021 run. Dual dasses Y will be i v of npany
Shares outstanding: 107.17mm  and wil keep atracting student envoliments. The impact from COVID-18 on offline classes threatens
52-week range: $180.67/$103.85 EDUs revenue; still for nd are
EPS (FY17): $373  developed and introduced ta the parents during the pandemic. | also bebeve EDU will have 3 significant
Beta 101 growthin the future due to its investment in K-12 business which is recovering rapidly nowadasy.

Price target: $17000  Addtionll, | sce the company s patental from s growing brand recogation a5 one o the biggest
education servi fiow d to fund its innovation and future
expansion.

Beics Chiset Company Overview
180 - - ‘Company Mistory
140
6 New Oriental Education & Technology Graup Inc. established isfirt school in Chns n 1993 and naw grows
. ega fschools
0 e leming cenkers. As of My 31, 202, Lhemmmvhn‘llpﬁvslulmtwwkof!blmh and 1,361
L] g 91 citie 41,

2R 8B RARRE R
313 g S E 2 PR g 3 EDU is 3 holding company first incorporated in the BVI on August 18, 2004 and subsequently redomiciled
3 3 § 1853 i § ; & 3 to and continued in the Cayman Islands on March 16, 2006 as an exempted company under the kaws of the
e WYSEEDU - SN0 Yy e 'K - Shaes Phiy Cayman Islands.
Business Segments
Financial Highlights < eou KA2AST, o
{formerly referred as language training and test preparation courses), (3] primary and secondary school

(Dofiars n miians) 2020 20216 2022 education, () anline education, (iv) content development and distribution, (v} pre-school education, {vi)

Revenue 30933 43660 4575 owerseas study consulting services, and {vill study tours. In FY2020, K-12 AST, test preparation, and ather

S s oax aw courses is seen as 3 reportable segment. Primary and secondary school education, online education,

e8I 4661 5675 794 d ion, pre-school education, i ind study

st s e 1w tours operating segments were aggregated a3 others because individually they do not exceed the 10%

3 303 408 597 quantitative threshold.

Competitive Landscape
EDU faces competition in every major program and gecgraphic market. Its biggest competitor is TAL
- ' Education Group (TAL) which focuses on provideing K-12 AST services and owns a market cap of $42.03

Yangge Xu| yanggexu@uchicago.edu

billion. EDU remains a higher net revenue than TAL whereas the valuation gap between the companies is
narrowing throughtout the years. As the main cost of both of the companies are operating costs such a5
rent and salaries of teachers, af both

mast of the di growth rates of

EDU focuses on and s relatively in marketing input with an increase of
11.4%YOY. In contrast, TAL has been largely i 12 anline nd thus have a

growth rate under pandemic. However, in a long run, EDU shows a more steady growth pattern in the past
three financial years than TAL.

© Promontory Investment Research 2019 1
A student-run publication at the University of Chicago

New Recruit Track |Past Reports

Value Drivers

Although EDU's oversess usiness may remain  near-tern overhang, &3 armings should be
well supported by better-than-expected -12 sen

Exhibit 1: Reportable segment breakdown

acon
efficiency with better cost control. "~
Key trends. s
The huge demand for quality  **
education and scarce resources of quaity education in China have resulted in intense 5y
competition among students at 3n early age. University entrance exsminations, known as
“Gaokaa", and high school entrance examinations, known 25 “Zhongkao”, are the key exams o raie e
where students compete for admission into better universities and high schools. ThE  woumam e e avene mUCo WS i 8 Pop i isvsne

admission rate of 985/211 (tier 1} universities are below 4% and 8% respectively. The
enrcllment rate in hlgh mlu about 58%. In other words, more m-nmdrudﬂe school

= Others ofirerevn = osiewn

(18%) orgoto
for most of Chinese familes currently. The amdety among Chinese parents and intensified
competition between students have fueled the kasting and booming demand for K-12 after-
school tutoring services.

Onii [

| trend. Based on the from Morgan Stanley, China's K-
12 online tutoring market will graw by 110% YoY ta $24bn in 2020, and S0% and 34% Yo in
2021 and 2022. By then, about half of K-12 AST students will be taking online courses. The
rapid growth & and online
studying due to Covid-19. Onfine edocation will grow rapidly and provide high-quality
education at 3 kwer price. Parents feel offine tutoring offers better interaction with the
teacher and is more able to keep students engaged. However, we believe that anfine will be
attractive to parents who are more price sensitive, located far away from offine centers ar
in regions that lack good teachers offiine.

Il

Household expenditure on education is & n:l!lu! ina lan rate in China. Total number of K-12 students in China reached 225.1 million in 2019 and is expected to

§row to 2323 million by 2024. With I pe in China, demand
far better education has continued to grow as it becomes ible and affordable in China. Disposabl per capita grew from $2014
in 2015 to $6471 in 2018, and is & $8989 in 2024, Urbanizath hina grew from 56.1% in 2015 to 60.6% in 2019, and s expected to reach

64.8% in 2024. The growth rate of per capita household expenditure on education from $150 in 2019 to $218 in 2024, at a 7.8% CAGR, outpaces the growth rate

of China's dispesable income per capita during the same pericd.

Investment Thesis
EDU takes the leading position in education technology and OMO system is expected to
provide additional growth.

OMO (online-merge-offiine) system was intrcduced by EDU in 2014 35 3 pioneer amangst
private educational service providers in China. ft was first developed and launched as a

Exhibit 3: OMO strategies of EDU's competitors.

Management targets OMO to be avaitable for
S0% of its courses in the next two years, and
online portion to contribute 23-30% of total
revenue in the long term.

d TAL

gt 8

education resources. Backed with technology advancements, OMO system has evolved inta
line education system, with a nd initiatives that

complements and supports students’ offline learning activities and improves students”

Peiyou online a5 complementary to Peiyou
offline and share course R&D with lower ASP.
Peiyou online is 12% of total Peiyou revenue in
FY2020.

learning experience. Our OMO system has integrated into EDU's Rise
services and operations.

EDU has i ion for OMO system mail i After
promating OMO online courses in 20 cities, OMO model shows an impressive retention rate of
aver 50.0%. EDU will launch its OMO program to the whole of China, and anticipates OMO to

\ of

COVID-19. The company will continue to tolling
out its integrated OMO with a digitalized
curriculum that increases in-class interaction
and a combination of online/offine course
formats

be available for S0% of its courses in twa years, with the online 20-30% of
its total revenue in the long term. OMO helps to achieve high scalability with dual-teacher
madel talored to students in lower-tier cities and from price-sensitive families. E0U will

continue to use small group dasses for its online teaching, which its peers do not, allowing it
. RREE 3 5

Company launched OMO as its care strategy
after the pandemic and guides for its pure
online offering to reach 10% of revenue in one
year and 20-30% of revenue after three years.

© Promontory Investment Research 2019
A student-run publication at the University of Chicago
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Research Analyst Track | Introduction

What you’ll work on

Who you’ll work with

Resources

10-page group research report on stock of choice
Internals -> Overviews -> Thesis -> Valuations -> Risks
Defense in general meeting, Q&A sessions

Sector Pods of 3-4 analysts, overseen by RC members
Weekly office hours fine tuning research direction, thesis
and models

IB Recruiting Workshops

Alumni mentorship and career panels

Advanced financial analysis and investment theme
presentations

|3] promontory i3



Research Analyst Track |Past Reports

Positive Feedback Loop (2016-2021)

Lower bond yields
Easier project finance

Increase scale More farm downs at
Lower per unit capex increasing multiples

Build new wind farms et

Enter new markets

Higher bond yields
Selective project
finance

Iinability 10 inc: Higher per unit capex
® t
scale and generate Higher LCOE
retums

Inability to build new
farms and enter new
markets

Disappointing retums
Fewer farm downs

Breakdown of CSX Revenue

Total Merchandise |\
55%

Fertilzens
EL Y

Price Target

Using a DCF with WACC ~6.00% yields an implied fair share price of 452.49 DKK/share. We set our price target at 455.00 DKK/share on
the probability of a slightly stronger WACC-IRR spread on American offshore wind projects given recent strong macroeconomic printings.
Consensus is at 440.00 DKK/share. We thus represent a 3.40% premium to consensus.

Discounted Free Cashflow Valuation
Projected

Lﬂ 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Free Cash Flow (millions, USD)

Revenue 75520 70398 50151 77673 132277 79255 08447 99954 107408 114008 117835 122800 125944

% growth -678% -2876% S488%  70.30% -4006% 2422%  1.53%  7.46%  614%  336%  420%  249%
[Earnings Betore Interest and Taxes (EBIT) 24654 10052 10536 16195 19774 (17,853) 20061 19,320 24808 29007 30665 3396  35720)

% revenue 326%  143%  21.0%  209%  149% -225%  204%  193%  231%  255%  260%  27.6%  284%
[Net Operating Profit After Tax (NOPAT) 19230 7841 B218 12632 15424 (13925) 15648 15077 19350 22695 23019 26470 27861

% revenus 255%  114%  164%  163%  1L7%  -17.6%  159%  151%  180%  199%  203%  21.5%  221%
Depreciation & Amortization (D&A) 5978 6854 7588 7972 9754 9795 10785 12378 13811 15300 16813 18281 18,775
Capital Expanditure (Capex) (14655) (22445) (26857) (34,560) (3300%) (38203 (32487) (29686) (30,305) (30569) (30008) (20.728) (2B.944)
(Change in Net Warking Capital (ANWC) 1570 2498 ™ 3478 3878 2767 169 834 738 428 565 342
Free Cash Fiow to the Firm (FCFF) (9310) (13643) (14055) (11304) (46211) (B821) (2401) 11243 6698 10298 14457 17,351
Adjustments 1o FCFF - - - - -

[PV Free Cash Flow to the Firm (FCFF)

[Risk-free Rate 4.669%) Terminal Growth Rate
Unlevered Beta 0.35) Last Forecast FCFF
Levered Beta 0.50)
[Equity Market Risk Premium 6.00%|
TGR|
Effective Tax Rate 22.00%)
Total Debt 88,046
[Net Deot 48,3854
[Current Share Price ($) 368.90)
FDSO 420.20)
[Market Capitalization 163416}
Cost of Debt 3.34%)
Cost of Equity (CAPM) 7.65%)
[Percent Debt 35.01%)
Percent Equity 64.99%)
WACC 5.89%)

B promontmh‘y 14
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Research Analyst Track |Past Reports

Train Inspection Portal (TIP) Projects

Currently, many Freight trains are typically manually inspected by trained personnel who visually examine the train cars for
any signs of damage, wear, or irregularities. This process involves walking alongside the stationary train, and visually
inspecting the wheels, brakes, couplings, and other critical components to ensure they are in proper working condition. As
Freight train lengths on average have increased about 25% in recent decades this has resulted in longer static inspection times
and safety concerns due to human error. What CSX has been doing in recent years is the introduction of a dynamic inspection
system called Train Inspection Portals (TIPS) that allows for camera technology to inspect trains as they are moving through
these checkpoints. Such technologies would save on operation costs in two avenues: Firstly, there will be less need to pay
specialized personnel to come out and manually inspect freight trains; Secondly, as the new TIPS technology allows trains to
continue moving this will drastically reduce fuel costs and improve dwell times, saving about $1200 an hour per cart in
maintenance. As an after-effect the new systems could reduce human error as the new TIPS systems analyze 10,000 frames a
second allowing for small yet vital parts such as cotter keys (which are essential to braking systems) to be checked accurately.
In base and bull cases we can predict future savings on service expenses for the company to reduce by almost 25% and 30%
respectively by 2030 totaling $3.36B - $4.46B in savings across the decade.

Base Case Bull Case

2024 2025 2026 2027 2028 2029 2030 2024 2025 2026 2027 2028 2029 2030

Currently February 28, 2023 - CSX has opened a third train inspection portal (TIP) that is already using its advanced imaging
and analysis technology to inspect up to 20 trains a day on the busy mainline at Walthourville, Georgia, northeast of the
Waycross terminal. The first TIP opened in 2019 just outside of Waycross, and a second was added on the Fitzgerald
Subdivision northwest of the vital CSX hub. CSX has currently implemented 3 TIPS in their busiest lines but plans on having it
as a standard across all their operating geographies in the coming years. CSX has been optimizing their technology since 2019
while competitors like Norfolk Southern have only begun implementation of Train Inspection Portals very recently in late 2023
setting themselves behind in the race. CSX’s competitors also share a critical flaw in their safety as the standard for when to
stop the actual train has not been adjusted even after the Palestine OH derailment posing concerns that even with more
accurate screening there will still be a lack of action with the current guidelines. On the contrary, CSX states that should a
critical flaw be found by one of the portals, the conductor is to be instructed to immediately halt the train at the nearest stop
for manual inspection and repair.

Valuation

Assumptions

For most product lines of CSX (excluding Intermodal), we can assume that their revenue per unit follows in tandem with the
Price Index of their corresponding commodity. We can draw this connection by comparing 10-year historical data of CSX’s
product lines (Light Green) to the 10-year historical data given by FRED (Dark Green). As a result, we can use commodity prices
as a baseline to predict the future revenue per unit cart.

Chemicals Comparison

Agri & Food Comparison Automotive Comparison

Minerals Comparison Metals and Equipment Comparison

g &
g & 8 ¥

£ 5 BB B Y B
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Recent Coverage

Vertex Pharmaceuticals

Fall 2023 Equity Report

A !
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m Promontory Events



External Events: LLaunch Parties

= Hosted 9™ week of each quarter — = ; B
after the publication is 9 ) Y Wﬂ
print-ready | Ay Ny ‘ P LY b

= Open to the campus community g | &

= Always catered (Chipotle, K s o d A f *
Wingstop, etc.) \f‘ W 8. 2, 3 e &

oA\
40

s 1
==

D
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Corporate Partnerships

= We continuously make an effort to partner
up with relevant firms to hold a variety of BIaCkROCK

events
= exclusive PIR events
" info Sess(;ons Bankof America.
u resume arops D
. / EY
= school-wide events ,//
= educational sessions
= speaker series
I I . WELLINGTON
w ae Polnt72 MANAGEMENT®

MORNINGSTAR

|3] promontory 1
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Socia

Past Events
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What we otfer you

An applicable, practical skill-set

A diversity of mentors- career or otherwise!

|] promontory



Where our Research Analysts and alumni work

Blackstone ChS & Company

LAZARD Morgan CENTER.VIEW PARTNERS DoODGE & Coxe

Stanley

//// Qlatalyst @ Jane Street

PARTNERS
BANK OF AMERICA

12} promontory 22
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m Recruitment Details



Who We Look For

Understanding of BFT and the time
commitment

- Willingness to meet other members

Long-term effort and commitment
Pay-it-forward mentality — willingness to
meet NRs

- Someone who will make the most out of

Promontory
« Academically
= Intellectually
= Culturally



Fall 2024 Recruiting Timeline

e Why PIR?
e Cultural fit & background
e Various topics to see how you think, interest in business and finance

¢ Due Friday, October 11th @ 5:00 PM CT

e 2-on-1interview

First Round e ~70% Behavioral, ~¥~30% Business Intuition
e Cultural fit & background, assess critical thinking skills, interest in business and finance
e Tuesday, October 14th - Friday, October 18th

e 3-on-1interview
Second Round e ~40% Candidate Case Study, 40% B'ehaworal
~20% Research-focused prep required
e Sunday, October 20th

|3] promontory 2



Support during the recruiting process

Reach out if you have any questions!
promontoryinvestmentresearch@gmail.com

Get matched with a Recruitment Buddy —
sign up by Friday, October 7th @ 11:59 PM
CT

Board members cannot interview someone
they know and cannot interview a friend of a
friend

= Only interviewers are allowed to speak
on behalf of candidates during
deliberations

Potential interviewers are not Recruitment
Buddies

26



Questions?



