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Strong filings growth bodes well for outlook

AGM update: Asia consistent growth continues, ANZ steady

At its AGM, IPH provided an overall positive trading update for the first four months to
31 October (FYTD). IPH has achieved growth in underlying like-for-like (LFL) EBITDA
vs pcp driven by performance in Asia, moderated partially by the short-term impact of
the Shelston IP — Spruson & Ferguson integration in Australia. Key highlights include:

Asia strong organic like-for-like (LFL) growth continues: IPH’s Asia business
has continued its strong performance and delivered positive FYTD LFL EBITDA
growth vs pcp. Patent filings are up strong across the region including: Singapore
(CY to end-Aug’21) up 23.1%; Asia ex. Singapore (to end-Sep’21) up 20.2%; and
China experiencing “solid growth”. These strong patent filing numbers bode well
for Asia’s EBITDA outlook, as filings progress to patent examination work flow.

ANZ solid overall, with Griffith Hack achieving a strong recovery: IPH’s ANZ
LFL EBITDA is steady vs pcp, reflecting the short-term impacts of the Shelston IP
/ Spruson & Ferguson integration. After filings contracted last year (Griffith Hack /
Watermark integration + COVID disruptions), Australian 1Q22 fillings rebounded
+8.7% vs pcp. A key highlight is the recovery in Griffith Hack’s market share, with
FYTD filings up +29.7%, confirming integration impacts in the pcp were one-off.

Shelston IP / Spruson & Ferguson Australia integration expected to realise
$2.0-$2.5m in synergies: Shelston IP combined under the Spruson & Ferguson
brand from 1 November with full systems integration to occur in December. IPH
estimate synergies of $2.0-$2.5m p.a. will be realised, with a further cost savings
on rent of ~$1m assuming the Shelston premises will be subleased. $1.0-$1.25m
of EBITDA savings & ~$0.25m of rent costs are expected to be achieved in FY22.

Earnings changes & Investment view: Retain Buy, PT $10.35

The lift in fillings bodes well for IPH’s outlook & accordingly we have strengthened our
medium/long-term forecasts (mostly in Asia). No material FY22-FY24 EPS changes,
although our longer term EPS est. increase. Including time-creep our PT increases to
$10.35 (previously $9.90). IPH continues to deliver resilient through-the-cycle growth,
underpinned by a quality client base, geographic diversification and a flexible business
model. Plus there is upside from potential acquisitions. We retain our Buy rating.

Earnings Forecast

Jun Year end

2021a 2022e 2023e 2024e

$11.0
Sales (A$m) 363.5 382.7 399.8 415.2
$9.0 EBITDA (A$m) 124.3 130.8 137.9 145.3
NPAT (reported) (A$m) 53.6 82.9 91.2 98.6
$7.0 NPAT (underlying) (A$m) 76.3 82.9 91.2 98.6
$5.0 EPS underlying (cps) 35.3 38.0 41.8 45.2
EPS underlying growth (%) -4.2% 7.6% 9.9% 8.1%
$3.0 PER (on underlying EPS) (x) 26.0 24.2 22.0 20.3
51‘0 : : : : : . EV/EBITDA (x) 16.8 16.0 15.2 14.4
Nov Mar Jul Nov Mar Jul Dividend (¢ps) 29.5 29.8 32.6 35.2
19 20 20 20 21 21 Yield (%) 3.2% 3.2% 3.6% 3.8%
e |PH S&P 300 Rebased Franking (%) 45% 50% 50% 50%
ROE (%) 18.0% 18.9% 19.8% 20.3%
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Company Description

IPH Limited (IPH) wholly owns Spruson & Ferguson (which includes former Fisher Adams
Kelly Callinans and Cullens), Pizzeys, AJ Park and the recently acquired XIP businesses
(i.e. Griffith Hack, Shelston IP and Watermark). IPH is the leading Intellectual Property (IP)
services group in the Asia-Pacific region, with specialist services spanning the protection,
commercialisation, enforcement and management of most types of IP. Key practice areas
include: ‘Patents & Designs’ (Patent work being IPH’s major rev contributor); ‘Trade Marks,
Domain & Business Names’; & ‘Legal’ (commercial legal advice/IP litigation).

Investment Strategy

We rate IPH Buy with a price target of $10.35. IPH is strategically positioned as the leading
‘one-stop gateway’ for Asia-Pacific. In Asia we view IPH’s growth prospects as two-fold:
1) growth of the market itself; and 2) market share gains. As the number one IP firm in
Singapore, IPH is well placed to leverage off Singapore’s emerging role as the IP hub of
Asia. We believe this, plus the opportunity to leverage off its clients, positions IPH on
strong footing to take share. In Australia, there is opportunity to release material synergies
with recently acquire businesses (XIP businesses and AJ Park). Beyond the Asia-Pacific
there is also opportunity for IPH to expand into new target secondary markets & ultimately
become “the global firm for secondary markets”.

Valuation

Our 12 month valuation is $10.35 based on DCF. Major assumptions are a WACC of 9.1%
& a terminal growth rate of 4%.

Risk to Investment Thesis
Key downside risks to our valuation include (but are not limited to):

e Acquisition risks: Poor due diligence or unsuccessful integration will impact earnings.
More specifically, XIP is a relatively large acquisition, therefore unsuccessful integration
will have a material impact on earnings and de-rate IPH'’s valuation metrics.

e Regulatory reform risk: Amendments to current legislation or the introduction of new
legislation may cause material changes in patent or trademark flow volumes.

e Competition risk: This will impact margins and may impinge on IPH’s market share

e Foreign exchange risk: IPH is exposed to both transactional & translational currency
risk. Any adverse FX movements could have an adverse effect on IPH’s financials.

e Macro-economic risks: Adverse economic conditions may cause IPH’s clients to defer
/cancel IP spend or exert pricing pressure.

e Activity levels in key industry sectors: IPH’s client base is spread across numerous
sectors. Adverse developments in key sectors may impact demand for IPH’s services.

e Personnel: The departure of any key personnel would likely have an adverse effect.

e Brand and reputation risks: Anything that diminishes IPH’s reputation or brand would
likely impact the level of enquiries, which in turn may reduce profitability and growth.

e Patent filing management and IT systems: Any interruption, loss or delay of IPH’s IT
facilities/tools, or loss of data/records, may impact IPH financially & with client relations.
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IPH Limited

as at 18 November 2021

Table 1 - Financial summary

Jun Year end 2019 2020 2021 2022e 2023e 2024e Price $9.18
Profit & Loss (A$m) Recommendation Buy
Sales revenue 256.6 369.6 3635 382.7 399.8 415.2 Diluted issued capital (m) 2183
...Change 13.6% 44.0% -1.7% 5.3% 45% 3.8% Market cap ($m) 2,003.6
EBITDA 89.7 126.0 1243 1308 1379 145.3 Target Price (A$ps) $ 1035
... Change 21.2% 40.5% -14% 5.2% 5.5% 5.4%
Deprec. & amort. (34) (5.3) (7.3) (6.9) (37 (2.6) Jun Year end 2019 2020 2021 2022¢ 2023e  2024e
EBIT 83 L1 1086 1158 189 1342
Net Interest (26) (7.0) (6.0) (%] (37) (29) Underlying EPS (¢ps) 316 36.9 353 380 418 45.2
Pre-tax profit 837 104.1 102.6 1110 122.2 1321 ... % change 20.0% 16.5% -4.2% 7.6% 9.9% 8.1%
Tax expense (20.8) (26.4) (263) (282) (31.0) (336) PE (on underlying EPS) (x) 29.0 249 26.0 242 220 203
... taxrate 25% 25% 26% 25% 25% 25% EV/EBITDA (x) 16.60 16.83 16.00 1517 1439
Associates - - - - - - EVIEBIT (x) 18.82 19.27 18.07 1662 1559
Minorities/Prefs - - - - - -
Underlying Net Profit 62.9 7.1 76.3 82.9 912 98.6 NTA ($ps) 0.15 (0.28) (0.19) (0.10) (0.00) 011
... Change 21.2% 23.6% -1.8% 8.5% 10.1% 8.1% Book Value ($ps) 143 197 1.96 2.06 217 2.28
Abs. & extras. 9.8) (23.0) (22.7) - - - Price/Book (x) 6.41 467 467 445 424 403
Reported Profit 531 54.8 53.6 829 91.2 98.6
DPS (¢ps) 250 285 295 298 326 352
Assumed AASB16 adjustment to Underlying EBITC (11.5) (13.0) (14.3) (14.4) (14.8) ... % pay-out 78.8% 78.5% 83.8% 78.4% 780%  78.0%
Underlying EBITDA (Pre-AASB16) 1145 1113 116.7 1235 130.6 Yield (%) 2.1% 31% 3.2% 3.2% 3.6% 38%
Franking (%) 55% 100% 45% 50% 50% 50%
Cashflow (A$m)
EBITDA 897 1260 143 108 119 1453
Working capital changes 4.1) (19.9 5.1 (25) (23) (2.5) Revenue growth (%) 13.6% 44.0% -L7% 5.3% 4.5% 38%
Net Interest Expense (2.6) (48) (59 @7 (37) (29) EBITDA growth (%) 21.2% 40.5% -14% 5.2% 5.5% 54%
Tax (17.3) (30.4) (20.4) (21.7) (29.8) (32.4) EBITDA/sales margin (%) 34.9% 34.1% 34.2% 34.2% 345%  35.0%
Other operating items (4.1) 18.9 (103) (12) 12.2 131 EBIT/sales margin (%) 33.6% 30.1% 29.9% 30.2% 3L5%  32.3%
Operating Cash Flow 616 89.8 926 100.7 1144 1215
Capex (2.3) (2.1) (L8) (1.9) (2.0) (2.1 Gross cash conversion (%) 90.8% 99.2% 95.7% 97.2%  107.2%  107.3%
Free Cash Flow 59.3 81.7 90.8 98.8 1124 1194 Free cash-flow yield (%) 3.2% 4.5% 4.6% 4.9% 5.6% 6.0%
Acquisitions (32.8) (434) 9.0) (5.0) (04) - ROE (%) 22.8% 20.7% 18.0% 18.9% 19.8%  20.3%
Disposals 102 - - - - - ROIC (%) 23.0% 19.0% 17.6% 18.9% 209%  22.8%
Payment of leases - (11.9) (11.2) 92 92 92 Capex/Depn (x) 07 04 02 03 05 08
Dividends paid (44.8) (479 (499 (64.5) (68.4) (743)
Other investing items (3.6) - - - - - Net interest cover (x) B2 159 18.1 245 345 65.1
Equity - - - - - - Core Net Debt/EBITDA (pre-AASB16) (x) 0.3 0.6 04 0.2 nla nfa
Core debt increase/(reduction) 236 64.1 (324) (20.0) (34.4) (36.0) Net debt/equity (%) 10.6% 28.9% 20.7% 15.4% 7.6% 0.3%
Net debtinet debt + equity (%) 9.6% 22.4% 17.1% 13.3% 1%  02%
Balance Sheet (A$m)
Cash b3 829 712 450 450 95 Half yearly (A$m) 2H19 1H20 2H20 1H21 2H21  1H22e
Receivables 634 89.1 834 87.0 903 9338 Sales revenue 1338 1788 190.8 179.8 1837 1892
Inventories & WIP - - - - - - EBITDA 493 60.4 65.7 617 62.6 64.1
Other current assets 465 9.0 104 104 104 104 Deprec. & amort. (18) (2.2) (3.9 (3.6) (37 4.1
Current Assets 145.2 1811 164.9 1424 1457 1137 EBIT 415 533 57.9 537 549 56.0
Receivables - - - - - - Interest expense (1.5) (35) (35) (2.8) (32) (2.5)
Assoc & investments - . . - . . Pre-tax profit 46.0 498 544 509 517 535
Fixed Assets (PP&E) 6.7 133 10.2 52 35 29 Tax expense (11.0) (135) (129 (133) (130)  (135)
Right-of-use Assets - 388 306 314 322 330 ... taxrate 2% 2% 24% 26% 25% 25%
Intangibles 255.1 4833 468.1 4731 4735 4735 Associates - . . - . .
Other non-curr assets 8.0 2.7 09 09 09 09 Minorities - - - - - -
Non Current Assets 269.7 558.0 509.8 510.6 510.1 510.3 Underlying Net Profit 35.0 36.3 415 37.6 387 400
Total Assets 4149 739.1 674.7 653.0 655.7 624.0 Abs. & extras. (6.0) 9.) (13.9) (10.8) (119) -
Short term debt - . - - - . Reported Profit 290 212 216 268 26.8 400
Creditors 189 241 240 2.1 26.1 211
Provisions 18.3 224 245 220 2.7 235
Other cur liabilities 04 131 122 124 12.7 130
Current Liabilities 37.6 60.2 60.7 59.6 615 63.5
LT deb (incl. leases) 65.5 1938 149.4 104.0 705 .
Creditors - . - - - .
Provisions 211 61.6 314 387 50.2 625
Other non curr liabilities - 08 05 05 05 05
Non Current Liabilities 926 256.2 187.2 143.2 121.2 63.0
Total Liabilities 130.1 3164 2479 202.8 182.7 126.5
Net Assets 2848 427 4268 4502 4730 4975
Share Capital 262.8 402.1 4171 4171 4171 4171
Reserves (2.0) 05 (15) (15) (15) (15)
Retained Earnings 24.0 20.0 112 346 575 819
Shareholders Equity 284.8 221 4268 4502 473.0 4975
Outside Equity Interests - - - - - -
Total Equity 2848 427 4268 4502 4730 4975
Core Net debt/(cash) $m 30.2 68.3 450 250 94) (45.3)
Net debt/(cash) [incl. leases] $m 30.2 1220 88.2 69.3 361 12
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document 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 investment adviser (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 document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the 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 document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Palicy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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