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Jubilant FoodWorks Limited (JFL) is India’s leading quick-service restaurant

(QSR) company. JFL commands nearly 70% market share in the organised
Indian pizza market.

Investment Rationale

e SSG drives growth in topline

JFL reported robust growth of 26% YoY in top line in Q1FY19, driven by higher
than anticipated SSG which grew at a staggering pace of 25.9% YoY (6.5% SSG in
Q1FY18). JFL is also working towards increasing the funnel of new locations and
has doubled the number of store openings as compared to the last quarter,
adding 13 new Domino’s stores (closed 3 stores) taking the total store count to
1144. The company plans to increase the pace of store openings and is targeting
75 additional stores in FY19. JFL has also forayed in Bangladesh through a joint
venture with Golden Harvest QSR Ltd. to launch Domino’s Pizza. We factor
revenue CAGR of 16% over FY18-21E.

O Store expansion & efficiencies to drive margin

EBITDA increased at a staggering pace of 78.5% YoY in Q1FY19 with 489 bps YoY
expansion in EBITDA margin to 16.6% led by operating leverage owing to strong
SSG, cost optimization initiative (manpower & rent management) and reduction
in losses at Dunkin. Losses in Dunkin continued to decline and impacted JFL
EBITDA by 55 bps as against 106 bps in Q4 of last year. In line with the strong
operating performance, PAT more than tripled in the current quarter. The
management is confident of maintaining margins despite hike in minimum
wages due to cost efficiencies, productivity improvement and automation.
Hence, we factor EBITDA margin of 17.2%/17.6% for FY19E/20E.

O

Dominos made concerted efforts over the last year to comprehensively upgrade

Working on all fronts

the quality of its pizza. Further, the Everday value proposition was well received
by the customers and the company has now extended it to regular pizzas. This
has in-turn driven both new customer acquisitions as well as increased
frequency of ordering from the existing customers. To improve customer
experience, the company introduced centralised call centres and significantly
upgraded its app. JFL is also looking to split some of its existing stores to better
focus on specific geographical demands. On the other hand, the company has
managed to reduce Dunkin losses considerably owing to shutting down of non-
profitable stores and it is expected to break even by end FY19.

Valuation:
We expect strong performance to sustain going forward given strong demand,

solid SSG, store expansion and margin improvement. Recommend ‘BUY’ rating
on the stock with revised target price of Rs. 1,460 based on 45x Sept’20E
earnings.

Rating BUY
CMP (Rs.) 1,225
Target (Rs.) 1,460
Potential Upside(%) 19%
Duration Long Term
Face Value (Rs.) 10.0
52 week H/L (Rs.) 1,575/668
E’/(:)cllne from 52WH 8.6
Rise from 52WL (%) 83.4
Beta 0.8
Mkt. Cap (Rs.Cr) 16,161

Fiscal Year Ended

Y/E FY18 FY19E FY20E FY21E
Revenue 2,980 3,507 4,063 4,695
(Rs.Cr)

Adj. Net

profit 206 313 388 468
(Rs.Cr)

EPS (Rs.) 15.6 237 29.4 355
P/E (x) 78.3 51.6 416 345
P/BV (x) 15.5 12.8 10.6 8.7
ROE (%) 218 27.2 27.9 276

One year Price Chart

JFL Sensex (Rebased)
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Shareholding Pattern  Jun-18 Mar-18

Promoters (%) 44.9 44.9 -
Fil (%) 36.9 37.6 (0.7)
DIl (%) 9.6 8.8 0.8
Public (%) 2.8 3.2 (0.4)
Other (%) 5.8 5.5 0.3
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. Jubilant FoodWorks Ltd: Business Overview

Jubilant FoodWorks Limited (JFL) is India’s leading quick-service restaurant (QSR) company.
JFL holds the master franchise for Domino’s Pizza and Dunkin’ Donuts brands in India. JFL &
its subsidiary operates Domino’s Pizza brand with the exclusive rights for India, Nepal,
Bangladesh and Sri Lanka. The company is market leader in the pizza segment with a network
of 1,144 Domino’s Pizza restaurants across 268 cities in India. JFL commands nearly 70%
market share in the organised Indian pizza market. The company also has exclusive rights for
operating Dunkin’ Donuts restaurants in India and has 37 Dunkin’ Donuts restaurants across
10 cities in India.

No. of Domino’s Pizza and Dunkin Donuts stores
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Source: Company, In-house research

Quarterly Financials (Standalone)

YoY QoQ
(Rs cr) Q1FY19 Q1FY18 Growth%  Q4FY18 Growth %
Sales 855 679 26.0 780 9.6
EBITDA 142 80 78.5 128 11.2
EBITDA Margin (%) 16.6 11.7 489bps 16.4 23bps
Depreciation 37 46 (20.9) 38 (3.3)
EBIT 106 33 216.3 90 17.3
Interest - - - - -
Other Income 7 3 138.0 13 (44.0)
Exceptional Items - - - - -
PBT 113 36 209.8 103 9.7
Tax 38 13 203.4 35 9.7
PAT 75 24 213.2 68 9.7
Minority Interest - - - - -
Reported PAT 75 24 213.2 68 9.7

Source: Company, In-house research
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Store expansion and strong momentum in SSG to drive revenue growth

JFL reported robust growth of 26% YoY in top line in Q1FY19, driven by higher than
anticipated SSG which grew at a staggering pace of 25.9% YoY (6.5% SSG in Q1FY18).
Superior product, continued strong response to Everyday value offer coupled with
aggressive marketing (IPL T20) drove SSG higher in the quarter. Further, online sales
remained strong with share of online orders (OLO) increasing to 65% of the delivery sales as
against 51% in Q1FY18. JFL is also working towards increasing the funnel of new locations
and has doubled the number of store openings as compared to the last quarter, adding 13
new Domino’s stores (closed 3 stores) taking the total store count to 1144. The company
plans to increase the pace of store openings and is targeting 75 additional stores in FY19. JFL
has also forayed in Bangladesh through a joint venture with Golden Harvest QSR Ltd. to
launch Domino’s Pizza. We factor revenue CAGR of 16% over FY18-21E.

Revenue to grow at 16% CAGR over FY18-21E
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Store expansion & efficiencies to drive margin

EBITDA increased at a staggering pace of 78.5% YoY in Q1FY19 with 489 bps YoY expansion
in EBITDA margin to 16.6% led by operating leverage owing to strong SSG, cost optimization
initiative (manpower & rent management) and reduction in losses at Dunkin. Losses in
Dunkin continued to decline and impacted JFL EBITDA by 55 bps as against 106 bps in Q4 of
last year. In line with the strong operating performance, PAT more than tripled in the
current quarter. The management is confident of maintaining margins despite hike in
minimum wages due to cost efficiencies, productivity improvement and automation. We
increase our EBITDA margin estimates to 17.2%/17.6% in FY19E/20E to factor the beat in
Q1FY19.

EBITDA margin to further improve to 17.8% in FY21E

1000 20.0%
17, L (J 17% 17 8%
800 7 15.0%
600
7% 10.0%
400
0 0.0%
FY17 FY18 FY19E FY20E FY21E

I EBITDA == Ebita Margin %

Source: Company, In-house research

For private circulation only



. Working on all fronts

Dominos made concerted efforts over the last year to comprehensively upgrade the quality

of its pizza. Further, the Everday value proposition was well received by the customers and
the company has now extended it to regular pizzas. This has in-turn driven both new
customer acquisitions as well as increased frequency of ordering from the existing
customers. To improve customer experience, the company introduced centralised call
centres and significantly upgraded its app. JFL is also looking to split some of its existing
stores to better focus on specific geographical demands. On the other hand, the company
has managed to reduce Dunkin losses considerably owing to shutting down of non-profitable
stores and it is expected to break even by end FY19.

Net profit to grow at a CAGR of 31% over FY18-21E
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. Key Risks:

e Increase in competition from players across the food space
e Slow pace of store expansion
e Slowdown in consumer discretionary spends
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Profit & Loss Account (Standalone)

Y/E (Rs.Cr) FY18 FY19E FY20E
Total operating
2,980 3,507 4,063 4,695
Income
Raw Material cost 751 891 1,032 1,193
Employee cost 604 649 748 859
Other operating
1,179 1,365 1,569 1,809
expenses
EBITDA 446 602 714 835
Depreciation 156 162 178 197
EBIT 290 441 536 638
Interest cost - - - -
Other Income 23 35 53 72
Profit before tax 313 475 590 710
Tax 107 162 201 242
Profit after tax 206 313 388 468
Minority Interests - - - -
P/L from Associates - - - -
Adjusted PAT 206 313 388 468
Cash Flow Statement (Standalone)
Y/E (Rs. FY18 FY19E FY20E FY21E
Pretax profit 313 475 590 710
Depreciation 156 162 178 197
Chg in Working Capital 91 51 65 74
Others (19) (35) (53) (72)
Tax paid (126) (162) (201) (242)
Cash flow from
. R 415 492 578 667
operating activities
Capital expenditure (114) (150) (150) (150)
Chg in investments (226) (250) (350) (450)
Other investing
(12) 35 53 72
cashflow
Cash flow from
. . - (352) (365) (447) (528)
investing activities
Equity raised/(repaid) 2 - - -
Debt raised/(repaid) - - - -
Dividend paid (16) (79) (106) (106)
Other financing
22
activities 3) (16) (22) (22)
Cash flow from 18 (95) (127) (127)
financing activities (18)
Net chg in cash 45 31 4 12

Balance Sheet (Standalone)

Y/E (Rs.Cr) FY18 FY19E FY20E FY21E
Paid up capital 66 132 132 132
Reserves and
Surplus 978 1,130 1,391 1,732
Net worth 1,044 1,262 1,523 1,864
Minority interest - - - -
Total Debt - - - -
Other non-current
liabilities ! ! ! !
Total Liabilities 1,044 1,262 1,524 1,864
Total fixed assets 770 739 711 664
Capital WIP 11 30 30 30
Goodwill - - - -
Investments 345 595 945 1,395
Net Current assets (230) (251) (312) (374)
Deferred tax assets (43) (43) (43) (43)
(Net)
Other non-current
assets 192 192 192 192
Total Assets 1,044 1,262 1,524 1,864
Key Ratios (Standalone)
Y/E FY18 FY19E FY20E FY21E
Growth (%)
Net Sales 17.1 17.7 15.9 15.6
EBITDA 81.0 35.0 18.6 16.9
Net profit 159.7 51.8 24.1 20.5
Margin (%)
EBITDA 15.0 17.2 17.6 17.8
NPM 6.9 8.9 9.6 10.0
Return Ratios (%)
RoE 21.8 27.2 27.9 27.6
RoCE 329 41.1 42.2 41.8
Per share data (Rs.)
EPS 15.6 23.7 29.4 35.5
DPS 2.5 6.0 8.0 8.0
Valuation(x)
P/E 78.3 51.6 41.6 345
EV/EBITDA 359 26.6 22.4 19.2
EV/Net Sales 5.4 4.6 3.9 3.4
P/B 15.5 12.8 10.6 8.7
Turnover Ratios (x)
Net Sales/GFA 2.7 2.9 3.0 3.1
Sales/Total Assets 2.1 2.1 2.0 2.0
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Rating Criteria

Large Cap. Return Mid/Small Cap. Return

Buy More than equal to 10% Buy More than equal to 15%

Hold Between 10% & -5% Accumulate* Upside between 10% & 15%

Reduce Less than -5% Hold Between 0% & 10%
Reduce/sell Less than 0%

* To satisty regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

* JFL is a mid-cap company.
Disclaimer:

The SEBI registration number is INH200000394.

The analyst for this report certifies that all the views expressed in this report accurately reflect his / her personal views about the subject
company or companies, and its / their securities. No part of his / her compensation was / is / will be, directly / indirectly related to specific
recommendations or views expressed in this report.

This material is for the personal information of the authorized recipient, and no action is solicited on the basis of this. It is not to be
construed as an offer to sell, or the solicitation of an offer to buy any security, in any jurisdiction, where such an offer or solicitation would
be illegal.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable, though its accuracy or
completeness cannot be guaranteed. Neither Wealth India Financial Services Pvt. Ltd., nor any person connected with it, accepts any
liability arising from the use of this document. The recipients of this material should rely on their own investigations and take their own
professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for
future performance.

We and our affiliates, officers, directors, and employees worldwide:

1. Do not have any financial interest in the subject company / companies in this report;

2. Do not have any actual / beneficial ownership of one per cent or more in the company / companies mentioned in this document, or
in its securities at the end of the month immediately preceding the date of publication of the research report, or the date of public
appearance;

3. Do not have any other material conflict of interest at the time of publication of the research report, or at the time of public
appearance;

4. Have not received any compensation from the subject company / companies in the past 12 months;

5. Have not managed or co-managed the public offering of securities for the subject company / companies in the past 12 months;

6. Have not received any compensation for investment banking, or merchant banking, or brokerage services from the subject
company / companies in the past 12 months;

7. Have not served as an officer, director, or employee of the subject company;

8. Have not been engaged in market making activity for the subject company;

This document is not for public distribution. It has been furnished to you solely for your information, and must not be reproduced or

redistributed to any other person.

Contact Us:

Funds India

Uttam Building, Third Floor|
No. 38 & 39| Whites Road |
Royapettah|Chennai— 600014 |
T:+91 7667 166 166

Email: contact@fundsindia.com
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Dion’s Disclosure and Disclaimer

I, Abhijit Kumar Das, employee of Dion Global Solutions Limited (Dion) is engaged in preparation of this report and hereby certify that
all the views expressed in this research report (report) reflect my personal views about any or all of the subject issuer or securities.

Disclaimer

This report has been prepared by Dion and the report & its contents are the exclusive property of the Dion and the client cannot
tamper with the report or its contents in any manner and the said report, shall in no case, be further distributed to any third party
for commercial use, with or without consideration.

Recipient shall not further distribute the report to a third party for a commercial consideration as this report is being furnished to
the recipient solely for the purpose of information.

Dion has taken steps to ensure that facts in this report are based on reliable information but cannot testify, nor make any
representation or warranty, express or implied, to the accuracy, contents or data contained within this report. It is hereby
confirmed that wherever Dion has employed a rating system in this report, the rating system has been clearly defined including the
time horizon and benchmarks on which the rating is based.

Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this report is
not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.
Dion has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. This
report is not to be relied upon in substitution for the exercise of independent judgment. Opinions or estimates expressed are
current opinions as of the original publication date appearing on this report and the information, including the opinions and
estimates contained herein, are subject to change without notice. Dion is under no duty to update this report from time to time.

Dion or its associates including employees engaged in preparation of this report and its directors do not take any responsibility,
financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this
report, including but not restricted to, fluctuation in the prices of securities, changes in the currency rates, diminution in the NAVs,
reduction in the dividend or income, etc.

The investments or services contained or referred to in this report may not be suitable for all equally and it is recommended that an
independent investment advisor be consulted. In addition, nothing in this report constitutes investment, legal, accounting or tax
advice or a representation that any investment or strategy is suitable or appropriate to individual circumstances or otherwise
constitutes a personal recommendation of Dion.

REGULATORY DISCLOSURES:

Dion is engaged in the business of developing software solutions for the global financial services industry across the entire transaction

lifecycle and inter-alia provides research and information services essential for business intelligence to global companies and financial
institutions. Dion is listed on BSE Limited (BSE) and is also registered under the SEBI (Research Analyst) Regulations, 2014 (SEBI
Regulations) as a Research Analyst vide Registration No. INH100002771. Dion’s activities were neither suspended nor has it defaulted
with requirements under the Listing Agreement and / or SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 with

the BSE in the last five years. Dion has not been debarred from doing business by BSE / SEBI or any other authority.
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In the context of the SEBI Regulations, we affirm that we are a SEBI registered Research Analyst and in the course of our business,

we issue research reports /research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no
disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be
considered by the reader before making an investment decision:

1. Disclosures regarding Ownership
Dion confirms that:
(i) Dion/its associates have no financial interest or any other material conflict in relation to the subject company (ies)
covered herein at the time of publication of this report.

(ii) It/its associates have no actual / beneficial ownership of 1% or more securities of the subject company (ies) covered
herein at the end of the month immediately preceding the date of publication of this report.

Further, the Research Analyst confirms that:
(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they
have no other material conflict in the subject company at the time of publication of this report.

(ii) he, his associates and his relatives have no actual/beneficial ownership of 1% or more securities of the subject
company (ies) covered herein at the end of the month immediately preceding the date of publication of this report.

2. Disclosures regarding Compensation:

During the past 12 months, Dion or its Associates:

(a) Have not managed or co-managed public offering of securities for the subject company (b) Have not received any compensation
for investment banking or merchant banking or brokerage services from the subject company (c) Have not received compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject (d) Have not
received any compensation or other benefits from the subject company or third party in connection with this report

3. Disclosure regarding the Research Analyst’s connection with the subject company:

It is affirmed that I, Abhijit Kumar Das employed as Research Analyst by Dion and engaged in the preparation of this report have not
served as an officer, director or employee of the subject company

4. Disclosure regarding Market Making activity:

Neither Dion /its Research Analysts have engaged in market making activities for the subject company.

Copyright in this report vests exclusively with Dion.
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