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Financials & Valuation (INR b)
Y/E March 2013E 2014E 2015E

Sa les 14.3 20.2 27.9

EBITDA 2.5 3.5 5.0

Adj. PAT 1.4 2.0 2.9

Adj. EPS (INR) 21.6 30.3 44.4

EPS Gr.  (%) 30.8 40.4 46.5

BV/Sh.(INR) 60.4 83.2 117.3

RoE (%) 35.8 36.4 37.9

RoCE (%) 49.2 51.3 53.9

Payout (%) 18.5 21.4 20.3

Valuations

P/E (x) 52.5 37.4 25.5

P/BV (x) 18.8 13.6 9.7

EV/EBITDA (x) 28.4 19.9 13.4

Div. Yield (%) 0.4 0.6 0.8

Results below expectations; SSS growth at 14-quarter low

 Jubilant Foodworks' (JUBI) 3QFY13 results were below expectations. Sales

grew 39% YoY to INR3.85b (v/s our estimate of INR4.16b), EBITDA margin

declined 120bp YoY to 17.4% (v/s our estimate of 18%), while adjusted PAT

grew 28% YoY to INR377m (v/s our estimate of INR422m).

 Same store sales (SSS) grew 16.1% YoY (v/s our estimate of 23%), the lowest

in 14 quarters, led by high base, cannibalization by new stores and weak

consumer sentiment, which has impacted discretionary consumption.

 Gross margin contracted 30bp YoY (expanded 40bp QoQ) to 74%. On account

of higher overheads, EBITDA margin contracted 120bp YoY to 17.4% (v/s our

estimate of 18%). According to the management, expenses towards the ramp-

up of Dunkin Donuts impacted margins by 70bp.

 Added 37 stores in 3Q and expanded its presence to 118 cities from 112 in

2QFY13. It is on track to meet its FY13 guidance of opening 110 stores.

Cutting estimates; maintain Neutral

 We have cut our estimates to factor in the lower than expected numbers for

3QFY13 and expected drag on margins owing to ramp up in Dunkin's

operations. Our current EPS estimates stand at INR21.6 for FY13 and INR30.3

for FY14.

 At 37.4x FY14E and 25.5x FY15E EPS, the valuation adequately captures in the

positives of capital efficient business model and good execution track record.

Continued weakness in same store performance due to weak macro

environment can challenge the current P/E multiples in our view. Maintain

Neutral.
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Conference call highlights
 Reasons for lower same store sales (SSS) growth: higher base, cannibalization

by new stores and macro sentiment.

 SSS growth in 4Q could be lower than in 3Q. Overall SSS growth for FY13 could

be ~17% instead of the 18-20% guided earlier.

 SSS growth would continue to be in double digits.

 Dunkin Donuts impacted overall operating margins by 70bp.

 Rentals higher as a percentage of sales, as SSS growth has moderated from 25-

30% to 15-20%.

 JUBI raised prices by 3% in June and by another 3% in November 2012.

 The franchisee fee of 3.4% (3% + 12% service tax) is valid till December 2024.

 The management did not share details of the Dunkin Donuts agreement due to

confidentiality clauses. The agreement expires in December 2026.

 FY13 capex: Dunkin Donuts - INR150m (for 10 stores and one commissary),

Dominos - INR1.4b (capex include three commissaries also).

 New customer addition has declined and frequency of ordering is stagnating.

 The management is confident of the long term success of the Dunkin Donuts

brand; won't compare it with Dominos just yet, given the lifecycle of brands.

Results below expectations; SSS growth at 14-quarter low
 Jubilant Foodworks' (JUBI) 3QFY13 results were below expectations. Sales grew

39% YoY to INR3.85b (v/s our estimate of INR4.16b), while adjusted PAT grew 28%

YoY to INR377m (v/s our estimate of INR422m).

 Same store sales (SSS) grew 16.1% YoY (v/s our estimate of 23%), the lowest in 14

quarters, led by high base, cannibalization by new stores and weak consumer

sentiment, which has impacted discretionary consumption.

 Staff cost as a percentage of sales declined 90bp YoY to 18.2%. Employee base

grew 37% YoY, as JUBI added 5,610 employees in 12 months, taking the total to

20,659 employees.

 Rent as a percentage of sales increased 90bp YoY to 8% (v/s 7.1% of sales in 3QFY12);

other expenditure increased 9bp to 30.7% of sales v/s 29.8% of sales in 3QFY12.

 Gross margin contracted 30bp YoY (expanded 40bp QoQ) to 74%. EBITDA margin

contracted 120bp YoY to 17.4% (v/s our estimate of 18%). According to the

management, expenses towards the ramp-up of Dunkin Donuts impacted margins

by 70bp.

 Tax rate declined 50bp YoY to 31.6%. Adjusted PAT grew 28% YoY to INR377m (v/s

our estimate of INR422m).

 JUBI added 37 Dominos stores during the quarter and expanded its presence to

118 cities from 112 in 2QFY13. It is on track to meet its FY13 guidance of opening

110 stores. It has also opened 8 Dunking Donuts restaurants till 10 January 2013.
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Sales growth driven by new store openings

Same store sales (SSS) growth dips to 16.1% (lowest in 14 quarters) 37 stores opened during 3QFY13

Source: Company, MOSL

Source: Company, MOSL

Gross margin down 30bp YoY, EBITDA margin contracts Higher overheads on account of Dunkin Donuts and
120bp YoY new store openings

Source: Company, MOSL
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Change in estimates (INR m)

New  Old Change (%)

 FY13E FY14E FY15E  FY13E FY14E FY15E  FY13E FY14E FY15E

Sa les  14,341  20,156  27,941  14,893  20,954  29,092 -3.7 -3.8 -4.0

EBITDA  2,506  3,498  4,988  2,642  3,700  5,219 -5.1 -5.5 -4.4

PAT  1,394  1,956  2,865  1,461  2,119  3,102 -4.6 -7.7 -7.6

Source: MOSL

Dunkin' Donuts: 8 stores opened till date; initial response encouraging
 JUBI has opened 8 Dunkin Donuts outlets. According to the management, initial

response has been encouraging.

 The festive gift pack launched in Diwali has received good response. As part of

innovative product introduction, it launched Winter Blast in December 2012

(varieties of Winter Donuts and Hot Chocolate) with in-store customer engagement

initiatives.

 The management maintains its target of opening a total of 10 stores in FY13 and

80-100 stores over a period of five years.

Other highlights: Introduces new SKUs in core and side offerings
 JUBI has launched Cheesy Boloroni Pizza and Taco Indiana.

 Online ordering (OLO) now contributes 14.6% of delivery sales, while mobile

ordering has increased to 10.2% of OLO.

 JUBI recently changed the branding for Dominos to "Yeh hai rishto ka time", to

leverage the emotional bonding with consumers.

Cutting estimates; maintain Neutral
 We have cut our estimates to factor in the lower than expected numbers for

3QFY13. Our current EPS estimates stand at INR21.6 for FY13 and INR30.3 for FY14.

 At 37.4x FY14E and 25.5x FY15E EPS, the stock appears fairly valued. Maintain

Neutral.
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Comparative valuations
 Jubilant Shoppers Titan

Foodworks Stop Industries

P/E (x) FY13E 52.5 35.9 27.5

FY14E 37.4 26.3 22.2

EV/EBITDA (x) FY13E 28.4 16.0 18.2

FY14E 19.9 12.5 11.6

EV/Sales (x) FY13E 5.0 1.2 1.8

FY14E 3.4 0.9 1.5

P/BV (x) FY13E 18.8 4.1 10.2

FY14E 13.6 3.6 7.7

Shareholding pattern (%)
Dec-12 Sep-12 Dec-11

Promoter 55.2 56.7 57.7

Domestic Inst 0.2 0.1 0.6

Foreign 40.9 39.6 36.0

Others 3.8 3.6 5.7

Jubilant Foodworks: an investment profile

Stock performance (1 year)

EPS: MOST forecast v/s consensus (INR)
MOSL Consensus Variation

Forecast Forecast (%)

FY13 21.6 23.1 -6.6

FY14 30.3 33.2 -8.7

Target price and recommendation
Current Target  Upside Reco.

Price (INR) Price (INR)  (%)

1,134 1,200 5.8 Neutral

Company description
Jubilant Foodworks (JUBI) is the master franchisee of

Dominos Pizza Inc in India. It is the market leader in the

organized pizza market with 50% overall share and 70%

share in the home delivery segment in India. JUBI focuses

on home deliveries and takeaways, which offers its

customers the convenience of eating in the comfort of

their own homes and workspaces. The company also

holds the master franchise of Dominos in Sri Lanka,

Nepal and Bangladesh.

Key investment arguments
 JUBI has been the franchisee of Dominos in India for

the last 15 years. Post the recent renewal, it would

remain the exclusive franchisee for another 15 years

(with an option to extend for 10 more years).

 It continues to expand its product offerings (Choco

Lava Cake, Pasta, Butterscotch Mousse Cake, etc) to

offer a wide range of options to its customers. We

believe these add-ons are likely to increase the

average bill size.

 With strong same store sales growth, operating

margins should expand on account of operating

leverage in rentals, staff cost and overheads.

Key investment risks
 Food inflation is likely to increase pressure on gross

margins. JUBI may be hesitant in taking price

increases so as to continue the category expansion.

 JUBI targets to expand in tier-II and tier-III cities;

acceptance of pizza as a food option in smaller towns

would be crucial in expansion plans of the company.

Recent developments
 JUBI added 37 Dominos stores during the quarter and

expanded its presence to 118 cities from 112 in

2QFY13.

 It has also opened 8 Dunking Donuts restaurants till

10 January 2013.

Valuation and view
 We have cut our estimates to factor in the lower than

expected numbers for 3QFY13. Our current EPS

estimates stand at INR21.6 for FY13 and INR30.3 for

FY14. At 37.4x FY14E and 25.5x FY15E EPS, the

valuations capture the positives adequately.

Maintain Neutral.

Sector view
 We are positive on the sector. We expect the sector

to clock revenue CAGR of 30-35% over the next five

years.

 We believe QSR as a segment holds immense

potential due to the unfolding demographic

dividend (income distribution, age mix, working

women) and swift lifestyle changes among the

middle income class in metros, tier-I and tier-II cities.
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Financials and Valuation
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