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Sequential improvement in performance; no material recovery in demand
Jubilant Foodworks’ (JUBI) 2QFY20 standalone topline grew by 12.1% YoY to Rs9.9bn (our est. 9.7%
growth to Rs9.7bn), led by SSG of 4.9% YoY (our est. 4%). SSG adjusted for store split was 6.5% YoY.
EBITDA grew by 59.3% to Rs2.35bn (our est. 55.6% growth to Rs2.3bn). Thus, reported EBITDA margin
came in at 23.8%, expanding by 700bps YoY (our est. 23.7%) while underlying margin (w/o IND AS 116)
was down 30bps at 16.4%. Adj. PAT (post adjusting for exceptional item) grew by 13.9% to Rs884mn
(our est. 11.5% growth to Rs866mn). Exceptional item represents provision created against
investments made by Jubilant FoodWorks Employee Provident Fund Trust, in the corporate bonds of

BUY

Sector: Quick Service Restaurant
CMP: Rs1,429
Target Price: Rs1,685

40_3- DHFL, Reliance Capital and IL&FS and fully provided for on account of prevailing uncertainties. UpS|de: 18%
[ Normalised PAT (before one-time tax charge and exceptional item) stood at Rs961mn. JUBI picked up R .
S intensity in network expansion this quarter as it opened 40 new Dominos stores and closed 6 stores.  Vishal Punmiya
S Some of the key highlights from the earnings call were: 1) 2QFY20 saw challenging demand Research Analyst
environment as well as inflationary pressure. There was also visible pressure on dine-in sales which  vishal.punmiya@nirmalbang.com
D continued from previous quarters as the industry continues to see the structural shift happening in  +91-22-6273 8064
s favor of delivery. Significant growth in delivery (especially online) business more than compensated for
— slowdown in dine in; 2) Dominos store openings of 40 new stores in 2Q were highest in the last 15 Avush Chat di
> quarters. It has revised its full year gross store opening target to 120+ from 100 earlier (YTD gross store yus a urv? :
(7p) additions stands at 66); 3) 2QFY20 saw sequential improvement in margins despite significant inflation ~ Research Assoc[ate .
D in dairy (YoY and QoQ) and manpower, due to the price hike taken at the end of 1QFY20, targeted ~ayush.chaturvedi@nirmalbang.com
m promotions, delivery efficiencies and manpower productivity; 4) Bangladesh business continues to do  +91-22-6273 8244
very well. JUBI has opened second store this quarter and sees large potential for the business. The
() other emerging growth - Hong’s Kitchen has seen encouraging response. Company will scale the brand
Key Data
([@\| gradually over the next two quarters.
>_ Healthy SSG delivered: JUBI reported 12.1% YoY revenue growth in 2QFY20, led by 4.9% YoY SSGon a highbase  Cyrrent Shares O/S (mn) 132.0
of 20.5%. SSG adjusted for store split was 6.5% YoY. Strategy of fortressing markets, investment in data science to
L improve customer service and efficiencies, railway ordering, innovations helped JUBI to register double digit growth Mkt Cap (Rsbn/US$bn) 189.4/2.7
during the quarter. During the quarter, 40 new Domino’s stores were opened whereas 6 stores were closed, taking the
O total number of Dominos store to 1,283 at the end of the quarter. 52WkH/L (Rs) 15300977
N Healthy margin delivery: Gross margin expanded 70bps YoY to 75.3% in 2QFY20. The company had taken a small Daily Vol. (3M NSE Avg.) 1,185,684
price hike in the latter part of the previous quarter, which is expected to have supported margin this quarter. Reported
EBITDA margin expanded 700bps YoY to 23.8% while underlying margin (w/o IND AS 116) was down 30bps at 16.4% . o
largely due to increase in manpower costs during the quarter. Price Performance (%)
1HFY20 performance: Sales, EBITDA and Adj. PAT growth stood at 11.1%, 56.8% and 7.1% YoY, respectively. 1M 6M 1Yr
SSSG for the period stood at 4.5% on a base of 23.2% with Like-for-like (LFL) sales growth of 6.2% YoY. Underlying
EBITDA margin (w/o IND AS 116) contracted 60bps YoY to ~16.1% in the same period. Jubilant FoodWorks 4.0 7.8 16.2
Outlook and valuation: There is no material change to our FY20/21/22 EPS. Overall operating environment .
continues to be weak in near term. The company has been experiencing slowdown in dine-in business for the last few Nifty Index 28 (14) 125
quarters now which has been to some extent compensated by good growth in the delivery business in recent times. Source: Bloomber
Company’s own initiatives - strategy of fortressing markets, investment in data science to improve customer service
and efficiencies, railway ordering, innovations and focus on delivering value to the customer will help maintain its
dominant position in the space. It is also to be noted that JUBI has been one of the biggest beneficiaries of corporate
tax rate reduction which gives it room for spending on promotions to tackle competition. Further, the foray into the
Chinese fast casual segment and a good response from new markets like Bangladesh presents opportunities for
future growth. The stock trades at 41x FY21E EPS. We retain our BUY rating with a unchanged target price of
Rs1,685 (based on P/E multiple of 45x Sep'21 EPS), implying an upside of 18% from the CMP.
Y/E March (Rsmn) 2QFY19 1QFY20 2QFY20 YoY (%) QoQ (%) 1HFY19 2HFY20 YoY (%)
Net sales 8,814 9,401 9,882 12.1 5.1 17,364 19,283 11.1
COGS 2,238 2,307 2,444 9.2 59 4,416 4,751 7.6
% of sales 254 245 24.7 -0.7 0.2 254 24.6 -0.8
Gross margin % 74.6 75.5 75.3 70bps (20bps) 74.6 754 80bps
Employee costs 1,702 1,842 1,972 15.8 7.0 3,247 3,814 17.5
% of sales 19.3 19.6 20.0 60bps 40bps 18.7 19.8 110bps
Rent 829 210 206 -75.2 -2.3 1,670 416 -75.1
% of sales 9.4 2.2 21 (730bps) (20bps) 9.6 2.2 (750bps)
Other expenses 2,569 2,850 2,911 13.3 21 5,135 5,761 12.2
% of sales 29.1 30.3 29.5 30bps (90bps) 29.6 29.9 30bps
EBITDA 1,475 2,191 2,350 59.3 7.3 2,896 4,541 56.8
EBITDA margin % 16.7 233 238 700bps 50bps 16.7 235 690bps
Depreciation 385 808 838 117.8 37 750 1,645 119.3
EBIT 1,091 1,383 1,512 38.6 9.4 2,146 2,895 34.9
EBIT margin % 124 14.7 15.3 290bps 60bps 124 15.0 270bps
Interest expenses - 395 404 - 2.3 0 799 -
Other income 108 153 172 59.0 12.8 180 325 80.8
PBT 1,199 1,141 1,281 6.8 12.3 2,326 2,421 4.1
Tax 422 393 396 6.2 0.9 802 789 -1.6
Effective tax rate % 35.2 34.4 30.9 (430bps) (350bps) 34.5 32.6 (190bps)
PAT 777 748 884 13.9 18.3 1523 1632 7.1
PAT margin % 87 7.8 88 10bps 10bps 87 83 (40bps)
EPS 5.9 5.7 6.7 13.9 18.3 1.5 124 7.1

Source: Company, Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: Financial summary

Institutional Equities

Y/E March (Rsmn) FY18 FY19 FY20E FY21E FY22E
Net revenues 30,184 35,631 40,787 46,412 52,686
YoY growth (%) 16.8 18.0 14.5 13.8 13.5
EBITDA 4,401 5,997 10,057 11,296 12,665
EBITDA margin (%) 14.6 16.8 24.7 24.3 24.0
PAT 1,962 3,180 4,062 4,614 5,276
EPS (Rs) 14.9 241 30.8 35.0 40.0
YoY growth (%) 180.4 62.0 27.8 13.6 14.3
RoCE (%) 22.1 29.4 43.8 44.4 43.8
RoE (%) 20.3 26.6 33.8 32.8 34.2
P/E (x) 96.2 59.3 46.5 40.9 35.8
P/BV (x) 19.5 15.8 15.7 13.4 12.2
EV/EBITDA (x) 42.0 30.3 174 15.0 13.0
Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Our estimates versus actual performance

Y/E March (Rsmn) 2QFY19 1QFY20 2QFY20 YoY (%) QoQ (%)  NBIE estimate  Variation (%)
Net sales 8,814 9,401 9,882 12.1 5.1 9,672 2%
EBITDA 1,475 2,191 2,350 59.3 7.3 2,296 2%
EBITDA margin (%) 16.7 23.3 23.8 7.0 0.5 23.7 4 bps
Adj. PAT 777 748 884 13.9 18.3 866 2%
Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 3: Change in our estimates

Y/E March Old estimates New estimates Change (%)

(Rsmn) FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
Net sales 40,748 46,407 52,687 40,787 46,412 52,686 0 0 0
EBITDA 10,106 11,346 12,621 10,057 11,296 12,665 0 0 0
EBITDA (%) 24.8 24.4 24.0 24.7 24.3 24.0 (14bps) (11bps) (8bps)
Net income 4,047 4,618 5,269 4,062 4,614 5,276 0 0 0

Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 4: Trend in operating costs
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Exhibit 5: SSG trend Exhibit 6: Dominos stores
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Exhibit 7: Net Sales trend Exhibit 8: Mobile ordering contribution to delivery sales
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Exhibit 9: Net Earnings Exhibit 10: Operating profit trend
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Exhibit 11: Average Online contribution to delivery sales

Institutional Equities

Exhibit 12: Downloads of mobile ordering app
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Exhibit 13: One-year forward P/E

Source: Company, Nirmal Bang Institutional Equities Research
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Financials (standalone)

Exhibit 14: Income statement Exhibit 15: Cash flow
Y/E March (Rsmn) FY18 FY19 FY20E FY21E FY22E  Y/E March (Rsmn) FY18 FY19 FY20E FY21E FY22E
Net Sales 30,184 35631 40,787 46412 52,686 PAT 3,031 4,897 5,409 6,167 7,051
% Growth 16.8 18.0 14.5 13.8 13.5  Depreciation 1,601 1,575 3,883 4,526 5,292
COGS 7,660 8861 10,127 11521 13,061  Otherincome 120 474 814 977 1,258
Staff costs 6,140 6818 8,081 9,144 10,783  (Inc.)/dec. in working capital (912) (584)  (5158) (1632)  (2,256)
Other expenses 11,987 13957 12524 14454 16,181  Cash flow from operations 4,091 4864 130868 11,376 13,147
Total expenses 25783 29634 30730 35116 40,021  Capital expenditure (-) (1160)  (1,792)  (2302)  (2604)  (3,233)
EBITDA 4,401 5997 10,057 11,296 12,665  Net cash after capex 5,251 6,656 16,170 13,980 16,379
% growth 82.5 36.3 67.7 12.3 121 Dividends paid (-) (164) (792)  (1,584) (2534) (3.959)
EBITDA margin (%) 14.6 16.8 4.7 24.3 24.0  Inc./(dec.) in total borrowings 0 (30) 0 0 0
Other income 231 474 814 977 1,258  Inc./(dec.) in investments and (1,695) 823 (7662)  (4,041) (675)
Interest costs 0 0 1580 1580 1580 ooerasses

' ' ’ Cash from financial activities (2,808) 3 (11,372)  (5480) (2,478)
Depreciation 1,601 1,575 3,883 4,526 5,292 Others (399) (393) (1973 (1973) (1.973)
Profit before tax(before exceptitem 3,031 4,897 5,409 6,167 7,051 Opening cash balance 354 1.290 4943 3,882 5271
Exceptional tems 0 0 0 0 O Glosing cash balance 120 4943 3882 5271 10007
Tax 1,068 177 1,347 1,552 1175 Change in cash balance 936 3,652  (1,061) 1,389 4,736
PAT (before exceptional items) 1,962 3,180 4,062 4,614 5,276 - . -
PAT 1962 3180 4,062 4514 5.276 Source: Company, Nirmal Bang Institutional Equities Research
PAT margin (%) 65 8.8 9.8 97  gg Exhibit17:Key ratios
% Growth 180.5 62.0 27.8 13.6 14.3  YIE March FY18  FY19 FY20E FY21E FY22E

Source: Company, Nirmal Bang Institutional Equities Research Per share (Rs)

EPS 149 2441 30.8 350 40.0
Exhibit 16: Balance sheet Book value 733 904 910 1068 1167
Y/E March (Rsmn) FY18 FY19 FY20E FY21IE  FY22E  DPS 25 5.0 10.0 16.0 250
Share capital 1,320 1,320 1,320 1,320 1,320  Valuation (x)
Reserves 8358 10617 10689 12769 14,087  EVisales 61 51 4.3 3.7 3.4
Net worth 9677 11936 12,008 14,089 15406 EVIEBITDA 420303 174 150 130
PIE %2 593 465 409 358
Total debt 30 0 0 0 O ppy 195 158 15.7 13.4 122
Deferred tax liability 550 500 500 500 500 Return ratios (%)
Total liabilities 9,708 11,936 12,008 14,089 15406  RoCE 21 294 438 444 438
Gross block 11,748 13512 15791 18369 21571  RoE 203 266 338 328 342
Depreciation 3838 5412 9295 13821 19,113  Profitability ratios (%)
Net block 7.910 8.100 6.496 4,548 2458 Gross margin 74.6 75.1 75.2 75.2 75.2
Capital work-in-progress 124 152 175 201 232 EBITDA margin 146 168 241 243 240
EBIT margin 93 124 15.1 146 14.0
Investments 2631 1808 W70 13511 14185 pur o 65 68 98 97 98
Inventories 642 771 888 1,042 1,181 Liquidity ratios (%)
Debtors 157 274 277 316 358 Current ratio 0.5 1.2 0.8 0.8 0.9
Cash 1,200 4,943 3882 5271 10,007  Quick ratio 04 1.0 0.7 0.7 08
Loans & advances 104 0 0 0 0 Solvency ratio (%)
Other current assets 333 332 13150 13150 13150  Devvio-equityratio 00 00 00 0.0 0.0
Turnover ratios
Total current assets 2,525 6,320 18,197 19,778 24,696 Total asset tumover ratio (x) 31 30 34 33 34
Creditors 3,890 4,209 4,943 5,642 6460 Fixed asset tumover ratio (x) 3.8 44 6.3 10.2 214
Other current liabilities & provisions 820 1,227 18,588 19,7114 21,334 Debtor days 2 2 2 2 2
Total current liabilities 4710 5435 23531 25355 27,794 Inventory days 30 29 30 31 31
Net current assets -2,184 884 5334 5577  -3,098  Creditor days 168 167 165 168 169
Total assets 9,708 11,936 12,008 14,090 15407  Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track
Date Rating Market price (Rs) Target price (Rs)
10 December 2014 Buy 671 869
6 February 2015 Buy 716 869
23 February 2015 Buy 809 946
9 April 2015 Buy 803 946
15 May 2015 Buy 783 962
17 August 2015 Accumulate 916 930
8 September 2015 Buy 760 930
November 2015 Buy 691 814
0 November 2015 Accumulate 759 814
2 February 2016 Buy 531 759
1 May 2016 Buy 512 644
7 September 2016 Accumulate 534 508
22 January 2018 Buy 1,047 1,310
9 May 2018 Buy 1,280 1,485
26 July 2018 Buy 1,400 1,620
7 September 2018 Buy 1,417 1,630
25 October 2018 Buy 1,195 1,575
31 January 2019 Buy 1,200 1,550
9 April 2019 Buy 1,422 1,680
16 May 2019 Buy 1,242 1,620
25 July 2019 Buy 1,157 1,480
23 October 2019 Buy 1,429 1,685
Rating track graph
1800 -
1j00 'A‘ :
1400 - }.."’" LTI Y v
1200 - ok Y "\"i-vf
1 / ..l
1000 - A
800 - ’.-f‘""
600 _Vu" 'PM
[ 4
400 -
g g e il i inf o fho oo oo oo g R g g R
=== NotCovered = == Covered

Jubilant FoodWorks



&% NIRMAL BANG Institutional Equities

DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: |, Vishal Punmiya, research analyst and Ayush Chaturvedi Research Associate the author of this report, hereby
certify that the views expressed in this research report accurately reflects my personal views about the subject securities, issuers,
products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible for the preparation
of this research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

Jubilant FoodWorks



&% NIRMAL BANG Institutional Equities

Disclaimer

Stock Ratings Absolute Returns
BUY >15%

ACCUMULATE -5% t015%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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