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Burger King India

3QFY21 result and investor call takeaways -
weak 3Q but strong pick-up in January

v" Quarter highlights - Sales recovered to 72% led by better recovery in West and
South, mall recovery continued to lag, January has seen a recovery to 86% led by
recovery in North and malls with delivery ADS up 6% and dine-in recovered to
76%, GMs reach 65% in December, overall EBITDA positive with restaurant level
margins at 8.5%, despite -35% SSG led by cost savings and GM improvement,
added 10 restaurants in 3Q, invested in new marketing campaign and menu
upliftment for Whopper, launched new omnichannel app.

v" Guidance - 1) Store expansion - 50/70/80 new store additions in FY22/23/24, 2)
SSG - flat for FY22 and 5-7% FY23 onwards and 3) Gross margins - 65.5% in FY22
and 67% by FY24.

v' Key differentiators - 1) Only chain with franchisor owning equity in franchisee, 2)
strong franchise agreement with favorable royalty rates till 2039, option for sub-
franchising and control over menu, pricing, supply chain, 3) disciplined expansion
using cluster based approach to control distribution costs.

v' Store opening target - Contracted to open 700 restaurants by December 2026;
started working in 2013 with a large store footprint in mind from first day, have
already identified locations.

v" Gross margin outlook - Very strong supply chain team plus cluster approach has
driven GM and lowered distribution costs, exploring café business as well, will
continue to be value leader, added premium segment as well with gourmet menu.

v" Pricing contribution to SSG - 3-4% is annual price hike taken; balance would be
traffic growth; 5-7% SSG guidance conservative given uncertainty on timing of
recovery.

v" EBITDA margins - Rental and gross margin are big scale leverages due to new
store portfolio being signed up at better rentals; EBITDA Margins should be much
higher in FY22 itself given operating leverage; even restaurant margins will
improve gradually.

v' Store economics - Paybacks of 5-5.5 years and 2.8cr capex per store, given
negative WC effective capex is 2.5cr recovered over 5 years

v" Cash flows and tax rate guidance - No tax till FY25-26 given accumulated losses,
EBITDA to OCF to remain a round 100% for next 3 years

v Demand outlook - See increased store potential every year with increasing
disposable income levels, rising millennial population of 18-35 years; expect high
double digit growth for next 5 years for QSR industry

v" Delivery business - Cost of doing delivery business with aggregators is 8% which HIMANSHU NAYYAR
is compensated by higher cost products on online channel; expect 65:35 as Lead Analyst
sustainable dine-in:delivery ratio. himanshu.nayyar@ysil.in
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.
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The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies) e

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 |INVESTMENT ADVISER: INAOO0007331| Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat 1l AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338 |

Details of Compliance Officer: Vaibhav Purohit,
Email: compliance@ysil.in, Contact No.: +91-22-33479208

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



| YES /SECURITIES

INSTITUTIONAL EQUITIES

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW
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