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Jubilant Foodworks

Narrative shifts to growth from recovery; new
growth engines also added

Jubilant Foods is one of the few discretionary names which have come back to a full
recovery in 3Q and is now set for strong growth for 4Q onwards. In addition to an
acceleration in store opening for Domino’s and recovery in the dine-in channel with
supply constraints going away, it has added new growth engines by entering in large
segments like Chinese and biryani. While margins can come off somewhat with some
RM inflation, we expect return ratios to improve further with better store economics
for its delivery and takeaway-focused new stores. Its timely investments in
technology should help drive further market share gains benefitting from reduction
in overall industry supply in the restaurant space. We see the company getting back
to its 20% plus earnings growth trajectory and with ROEs again moving up above 35%,
premium valuations of 55x FY23 should sustain. Jubilant remains one of our top picks
in the consumer discretionary space.

Presentation highlights

v" Quarter highlights - Flat revenue yoy at Rs 10.7bn (+31.2% qoq), SSG at -1.7%
and LFL -0.2%, GMs improved by 330bps to 78.2%, EBITDA margins up 250bps
to 26.2%, PAT up 22% to Rs 1.24bn; delivery +18.5%, takeaway +64%, dine-in
down 58%; opened 57 new stores including 50 Domino’s (highest ever), highest
ever app downloads at 7.4mn; January has seen sales growth of 6% with 19%/73%
growth in delivery/takeaway and 43% decline in dine-in, cash flows improved
further with cash rising significantly to Rs 9.5bn, OLO contribution to delivery
increased to 98%.

v New initiatives - Entered the biryani segment with brand Ekdum which offers a
vast menu of biryanis and kebabs with an open kitchen concept, launched the
Unthinkable Pizza made from plant-based protein, Drive-N-Pick service launched
nationwide in November.

v" International business - Opened 1 store in Sri Lanka taking total to 23 stores with
sales down 17%; Bangladesh has 4 stores with sales down 5%; OLO contribution
much lower at 47% and 67%; positive EBITDA in both countries.

v" Dunkin’ Donuts and new brands - Opened 2 and closed 1 Dunkin’ store taking
total to 27; opened 5 restaurants under new brands Ekdum and Hong's Kitchen
taking total to 10 stores.

Concall takeaways

v' Store footprint potential - Target to open more than 110 Domino’s stores in
FY21 and further acceleration from FY22 given expectations of strong growth in
the QSR space, see long-term potential of more than 3000 stores in India and 150

stores each in Sri Lanka and Bangladesh. HIMANSHU NAYYAR @
v Barbeque Nation investment - Bought 10.8% stake for 92crs, see great unit Lead Analyst a2y
economics and solid execution in the chain, confident of creating shareholder himanshu.nayyar@ysil.in

value; were impacted severely due to COVID but believe offer strong learning +91 9920915754
opportunity in the casual dining space.
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Hong’s Kitchen and Ekdum outlook - Strong recovery in sales and orders in Hong’s, strong
acceptance of value range, opened 2 new stores in 3Q, working on more kitchen and process
automation where strong supply chain is helping; Have entered the biryani segment with
Ekdum post successful pilot, will offer widest variety and offer best value for money; hold
potential for share gains in a large fragmented category, expect a faster scale-up than Hong's
given lesser complexities; while gross margins will be lower in new brands, EBITDA would be
similar post optimization of scale.

Multilingual app - Launched Hindi version of app, will continue to add more languages to
make ordering experience more personalized.

Outlook for dine-in given pick up in mobility - Consumer anxiety is down which is driving
gradual recovery, supply constraints as operating at only 50% capacity; with multiplexes
allowed at 100% capacity., similar relaxation expected soon for restaurants as well which will
bring back normalcy.

New brand strategy - Will give required focus to both new brands which independently
have large growth potential in the Chinese and biryani segments separately; too early to think
about any consolidation with Domino’s app or network.

Margin outlook - Some softening in vegetable prices coupled with lower dairy prices helped
gross margins, expect to see some hardening in dairy prices going forward; employee costs
higher sequentially due to higher order volumes, special COVID incentives and increased
strategic headcount in areas like technology.

Store expansion vs margins - Despite aggressive expansion plans, don’t think margins will
get impacted as long as the choice of store location is correct which ensures profitable store
economics.

Can improvement in dine-in channel be negative - Despite very strong brand equity in
delivery, do not think a recovery in dine-in will be negative, in fact recovery to pre COVID
dine-in revenue will accelerate overall growth.

Revenue decline in December - Restrictions in operating hours in few markets led to
negative performance in December after moving to positive trajectory in November.

Chefboss outlook - Had a good start with repeat orders in the e-commerce channel where
it was launched, now working on range expansion and launching in other channels.

Consumer behavior and own app investments - Delivery channel picking up in smaller towns
as well, investments in building own digital platform has worked well driving record
downloads and increase in share of ordering from own apps, new customers now coming via
own app, own digital assets doing much better across metrics vs aggregator apps.

Plant protein based pizza - Got a lot of trials and good feedback, bird flu impact led to drop
in non-vegetarian mix especially in North market; have capability of taking it to other brands
and geographies.

Drive-N-Pick - Completely contactless digital experience, no plans to charge any
convenience fee for this channel as takeaway channel needs more nurturing given it is the
lowest cost channel.

Average order ticket size - Significant increase given larger in-home consumer groups
increasing order quantities coupled with up trading, delivery charges also drove increase in
ticket size; recovery led by ticket size as order volumes flat.

Outlook - Shifting narrative from recovery to growth, expect QSR to have hyper growth
given convenience, preference for trusted brands, digital capabilities and omni-channel
preference.
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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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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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