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Stride Inc. | Industry: Market Cap: 2.4B Intrinsic Value: TTM P/E: 15.42 Beta: 0.43
Ticker: LRN | EDTech Dividend Yield: 0% 71.43 Forward P/E: 16.97
52 Week Range: 30.66-55.74 | Current Price:54.98

Business Summary: Stride Inc. is an education services company providing virtual and blended learning
solutions. Stride’s technology-based products and services are designed to help learners of all ages to reach their
full potential through expert teaching and personalized learning. Stride’s clients are private and public schools,
school districts, charter boards, employers, government agencies, and consumers. Stride’s products and services
are divided into General Education and Career Learning. General Education is focused on teaching core subjects
like math, English, science, and history to students K-12. Career Learning helps students enter and succeed in
industries like IT, healthcare, and business.

Industry Trends: The educational services industry is a smaller, but strong industry. With an aggregate market
cap of 166.53 billion and a 1-year growth rate of 5.63%. Stride Inc. is ranked with a top 20 market cap and a top
ten highest full year 2023 revenue.

Investment Thesis: Stride Inc is poised for growth in a growing market with few direct competitors and strong
product quality. We believe this stock, trading at market close as of 10/31 at $54.98, we will see a 29.92% growth.

Competitive Analysis: Stride Inc. strong product and service quality attract a large base of customers ranging
from public and private schools to adult customers who want to change careers. With strong support from Stride,
graduates go on to working in jobs at top firms like JP Morgan Chase, CVS, Tesla, IBM, and Adobe to list a few.
Stride’s General Education market allows every student to reach their full educational potential despite their
geographical location and socioeconomic background. Stride’s solutions also meet students’ needs by adding
flexibility into learning and addressing safety concerns as well as physical health limitations.

Risk Factors:
* The General Education market may decrease as more students go back to in person schooling in the post
pandemic world
* Increasing competition in the EDTech industry
* Access to high quality educators

e Environmental:

e Materials free, completely online learning options

e Computer and school supply reuse and recycling program

e Social:

e Stride aims to closing the skills gap through career learning platforms
o Going to cost US 2.8 trillion by 2028

e “We Stand Together” platform
o Initiatives to support racial and socioeconomic equality and inclusion through education
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o Over 10M in scholarship commitments
Governance:
90% Board independence
60% of leadership is women and people of color
ESG oversight by the BOD
Increased investments in cybersecurity, enterprise systems, and infrastructure

5-year Stock Performance:
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Competitor Analysis:

Market Data Financial Data (LTM) Valuation Metrics
Price Market Cap Sales EBITDA EPS EV/Sales EV/EBITDA P/E

Company Name (S/Share) (Y:)] (2] (&Y:)] (S) x X X
LRN Stride Inc. 94.98 2.32 2.49 1.89 0.26 3.59 1.32 9.77 15.23 2.10
BFAM Bright Horizons Family 74.06 4.27 6.08 2.23 0.35 1.12 2.73 17.37 48.92 3.96
CHGG  Chegg Inc. 7.40 0.86 1.22 0.73 0.11 -0.21 1.66 11.51 4.26 0.93
LAUR Laureate Education Inc 14.19 2.22 2.73 1.36 0.37 0.61 2.01 7.40 22.21 2.30
STRA Strategic Education Inc 83.04 2.03 2.07 1.08 0.12 1.53 1.92 17.69 35.86 1.21
PRDO Perdoceo Education Co 18.08 1.19 0.65 0.73 0.17 1.86 0.89 3.89 8.41 1.47

Average

Median
DCF:

$ in Millons 2019 2020 2021 222 2023 202 2025 2026 2007 2028 2029 2030
Total Revenues $ 101600 § 104100 § 153700 § 168700 § 183700 |$ 203187 '$ 224780 '$ 25235 'S 278187 'S 299893 '$ 319877 '$ 341261
%growth 107% 25% 476% 9.8% 89% 106% 106% 12.3% 102% 7.8% 67% 67%
Costof Revenue $ 66300 § 69300 $ 100000 § 100000 § 119000 [$ 131056 § 144985 § 162821 § 179430 § 193431 § 206320 § 220113
%margin 65.3% 66.6% 65.1% 64.6% 64.8% 64.5% 645% 64.5% 64.5% 645% 64.5% 64.5%
Gross Margin $ 3300 § 34800 § 53600 $ 59700 $ G700 $ 132 79798 § 89614 § 98756 § 106462 § 113556 § 121148
gross margin % 34.7% 33.4% 34.9% 35.4% 35.2% 35.5% 35.5% 35.5% 35.5% 35.5% 35.5% 35.5%
Operating Expenses $ 30800 § 31600 § 42600 $ 44000 $ w5925 [§ 52829 58444 $ 65633 § 1329 § 79 $ 83168 § 88728
%margin 303% 304% 27.7% 2%.1% 25.0% 260% 26.0% 26.0% 26.0% 26.0% 26.0% 26.0%
BB $ 1500 § 200 § 11000 $ 15700 $ 16500 |§ 19303 § 1354 § 2981 § 26428 § 28490 $ 30388 § 32420
%margin 44% 31% 7.2% 9.3% 9.0% 95% 9.5% 95% 95% 9.5% 95% 95%
Taxes $ 1100 $ 900 § 500 § 2000 § 4500 | § 826 § 5339 § 5995 § 607 § M2 $ 7597 § 8105
Toxrate 24.4% 28.1% 22.7% 25.5% 27.3% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
Net Income $ 3400 § 800§ 8500 § 1700 $ 12000 1477 § 16016 $ 17986 § 19821 § 21367 § W § 43S
D&A $ 140 § 720 § n45 0§ 9791 § 1m0s4 | 13207 § 611 $ 16408 § 18082 § 19493 § W § M
%margin 7.0% 6.9% 16% 5.8% 6.0% 6.5% 65% 65% 65% 65% 65% 65%
on Finance Lease Obligati $ (21.03) $ (27.68) $ (2432) § (33.01) § (42.96)

Capkx $ (6944) $ (7609) $ ) (8142) $ ©137)|$  (12191) § (13487) $ (15146) §  (16691) §  (17994) §  (19193) §  (20476)
%margin -8.9% -100% 63% 68% 7.3% 6.0% 6.0% 60% 60% 60% 60% 60%
Change in NWC $ (1573) $ (7530) § 14965 $ 9386 $ 8620 | § 2088 § a1 § 5219 § 6097 § 4229 § 3890 $ 4163
%margin -1.5% 7.2% 9.7% 56% 5% 106% 106% 12.3% 102% 7.8% 67% 67%
Free Cash Fow $ 5169 § %35 § (6592) $ 2963 § s207|$ 11405 $ 13068 § 19029 § 15115 § 18638 § 0501 § 21858
FCF Yield 5% 9% 4% 2% 3% 6% 6% 6% 5% 6% 6% 6%
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Key Valuadon Assump4ons:

Sensid4vity Analysis:

Terminal Year FCF
WACC

Terminal Value
PGR

PV of Cash Flows
PV Terminal Value
Enterprise Value
Cash

Debt

Equity Value
Shares outstanding
Current share price
Implied Share Price
Margin of Safety

S

VST, SRR T SRV RV} n

i

218.58
9.00%

3,752.31
3.00%
792.97
2,237.38
3,030.35
453.00
412.60
3,070.75
43

54.98
71.43
29.92%

PGR

71.43

2.00%
2.50%
3.00%
3.50%
4.00%

8.00%
74.57
79.81
86.10
93.79
103.41

Sensitivity Analysis

WACC

8.50%
68.64
72.98
78.10
84.25
91.76

v nn
v nnn

9.00%
63.56
67.19
71.43
76.44
82.44

v n

9.50%
59.16
62.23
65.78
69.92
74.82

v v v n

10.00%

55.30
57.93
60.94
64.41
68.46




