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Jubilant Foodworks (JUBI IN)

Express 20-minute delivery — coming soon!

INDIA | Retail | Company Update

Our checks suggest that Domino’s has been diligent about reducing its delivery time to 20
minutes from 30 minutes and to achieve this, it has a comprehensive plan. Before it rolls
out a big advertising campaign in late-March/early-April 2019, promoting the lower
delivery time, individual store managers have already been given an internal target to
ensure that 90-95% of deliveries are completed within 20 minutes. We believe Jubilant
Foodworks’ new delivery timeline strategy dovetails perfectly with three important
events: IPL (23rd March), the Cricket World Cup 2019 (India’s participation will begin on
5th June) and General Elections in April-May 2019 (higher spending may give boost to
discretionary purchases). Our channel checks indicate that healthy SSS trends (11-12%)
have sustained for Domino’s even in January, while Subway India saw SSS growth of 8-9%
in that period.

What are the advantages of faster (20 mins) delivery?

e Provides a competitive edge vs. online food aggregators who generally take twice or
thrice that time at 40-60 minutes.

e Fresher and warmer food.

e An upper hand over other pizza and OSR players. Faster delivery enhances its
addressable market since many customers are looking for faster and timely delivery.

What is Domino’s doing to reduce delivery time to 20 minutes from 30 earlier? We believe

it would be a combination of the following:

e Remarkable improvement in oven technology: Our discussion with store managers
suggests that Domino’s has made significant strides in technology — it can bake its pizza
bread by increasing temperature significantly without burning it, which saves 4-5
minutes. Some store managers also said that they have a back-up oven, which is
generally put into use when demand is higher than anticipated.

e Installation of GPS on riders’ bikes across stores in India. This leads to better routing
and reduction in late deliveries. JUBI gives free/concessional food to customers if it
does not deliver within the stipulated timeline in some cases. One delivery at a time vs.
the earlier practice of multiple deliveries is also expected to improve customer
experience.

e Upped the hiring of part-time delivery personnel in order to fulfil its promise of 20-
minute delivery. Jubilant has recently started a Buddy Referral Programme and riders
receive Rs 2,000 if they refer another rider and if the referred person works with the
company for atleast 45 days. The store manager has to ensure that bikes are kept in
good condition (serviced etc.).

e  Giving priority to delivery orders vs. dining-in orders. Ensuring continuous production
of high-consumption items such as garlic-bread and cheesy-bread in peak hours.
Management intends to remove some non-core items from the menu if they take more
than 15 minutes to manufacture.

Raising SSS estimates for FY20; poised to deliver: We have raised our SSSG estimates for
FY20 to 10% from 8% earlier on this development and accounted for higher employee costs.
We have increased our EBITDA estimates by 3% each for FY20/21 and continue to reiterate
our high-conviction BUY call within the consumer discretionary space — with a target of Rs
1,850 (25x FY21 EV/ EBITDA) vs. Rs 1,800 earlier. Key risks to our call: (1) Promoter stake sale
has come down to 45% from 62% at the time of the IPO, (2) any agreements that hurt the
interest of minority shareholders (recent royalty agreement with promoter group, which
was later revoked), and (3) irrational exuberance among online delivery players to grab
market share.
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Domino’s: Diligently reducing delivery time to 20 minutes
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Change in estimates
(o][¢] Revised Change, %
FY20E FY21E FY20E FY21E FY20E FY21E
SSSG 8% 8% 10% 8%
Revenue, Rs mn 41,037 46,980 41,762 47,835 2% 2%
EBITDA, Rs mn 7,528 8,998 7,760 9,247 3% 3%
PAT, Rs mn 4,212 5,150 4,365 5,313 4% 3%
EPS, Rs 32 39 33 40 4% 3%

Source: PhillipCapital India Research Estimates
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Dear Guest, your order is out
for delivery with Vipul Mukund
Patil .. Click on https://dmn
.page.link/0AA79D to track
your order

Dear Guest, we are delighted
to reach your location in 20
min. Our delivery expert Vipul
Mukund Patil . will be at your
door soon.
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Domino’s has been recently sending messages
to its customers for delivering Pizza within a
stipulated guideline of 20 minutes
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Financials
Income Statement Cash Flow
Y/E Mar, Rs mn FY18 FY19e FY20e FY2le Y/E Mar, Rs mn FY18 FY19e FY20e FY2le
Net sales 29,804 35,635 41,762 47,835 Pre-tax profit 3,132 5,021 6,644 8,087
Growth, % 17 20 17 15 Depreciation 1,559 1,510 1,699 1,888
Raw material expenses -8,425 -10,013 -11,526 -13,202 Chg in working capital 375 215 218 216
Employee expenses -6,041 -6,645 -7,642 -8,597 Total tax paid -1,212  -1,722 -2,279 -2,774
Rent -3,157 -3,488 -3,942 -4,454 Cash flow from operating activities 3,855 5,025 6,282 7,417
Other Operating expenses -7,718 -9,422 -10,892 -12,334 Capital expenditure -985 -1,535 -1,535 -1,535
EBITDA (Core) 4,464 6,066 7,760 9,247 Chg in investments -1,773 -456 -200 -200
Growth, % 81.0 35.9 27.9 19.2 Cash flow from investing activities -2,758 -1,991 -1,735 -1,735
Margin, % 15.0 17.0 18.6 19.3 Free cash flow 1,097 3,034 4,547 5,682
Depreciation -1,559 -1,510 -1,699 -1,888 Dividend (incl. tax) -398 -554 -712 -871
EBIT 2905 4,556 6,061 7,359 Cash flow from financing activities -398 -554 -712 -871
Growth, % 204.4 56.8 33.1 21.4 Net chg in cash 699 2,480 3,835 4,812
Margin, % 9.7 12.8 14.5 15.4
Other Non-Operating Income 227 466 582 728
Pre-tax profit 3,132 5,021 6,644 8,087 Valuation Ratios
Tax provided -1,068 -1,722  -2,279 -2,774 FY18 FY19%¢ FY20e FY21e
Profit after tax 2,064 3,299 4,365 5,313
. Per Share data
e e G
" X Growth, % 159.9 59.8 32.3 21.7
Net Profit (adjusted) 2064 3,239 4,365 5313 Book NAV/share (INR) 791 1000 127.6 1613
Unadj. shares (m) 132 132 132 132 FDEPS (INR) 15.6 25.0 331 403
Wtd avg shares (m) 132 132 132 132 CEPS (INR) 275 365 46.0 546
CFPS (INR) 27.5 34.6 43.2 50.7
DPS (INR) 2.5 3.5 4.5 5.5
Balance Sheet Return ratios
Y/E Mar, Rs mn FY18 FY19e FY20e FY2le Return on assets (%) 14.9 19.7 21.2 20.9
Cash & bank 1,266 3,746 7,580 12,392 Return on equity (%) 19.8 25.0 25.9 25.0
Debtors 151 195 229 262 Return on capital employed (%) 21.4 27.6 28.8 27.6
Inventory 626 781 915 1,048 Turnover ratios
Loans & advances 2,038 2,148 2,517 2,883 Asset turnover (x) 4.3 5.6 6.9 8.6
Other current assets 320 320 320 320 Sales/Total assets (x) 2.1 2.1 2.0 1.9
Total current assets 4,401 7,190 11,562 16,906 Sales/Net FA (x) 3.7 4.6 5.4 6.4
Investments 3,453 3,909 4,109 4,309 Working capital/Sales (x) (0.0) (0.0) (0.0) (0.0)
Gross fixed assets 11,408 12,943 14,478 16,013 Receivable days 1.8 2.0 2.0 2.0
Less: Depreciation -3,729 -5,239 -6,938 -8,825 Inventory days 7.7 8.0 8.0 8.0
Add: Capital WIP 127 127 127 127 Payable days 56.6 55.0 55.9 56.4
Net fixed assets 7,807 7,832 7,668 7,315 Working capital days (16.8) (16.3) (15.8) (15.4)
Total assets 15,110 18,380 22,789 27,980 Liquidity ratios
Current ratio (x) 1.0 1.4 2.0 2.6
Current liabilities 4,509 5,034 5,789 6,538 Quick ratio (x) 0.8 1.3 1.8 2.4
Provisions 163 163 163 163 Net debt/Equity (%) (12.1) (28.4) (45.0) (58.2)
Total current liabilities 4671 5,196 5,952 6,700 Valuation
Total liabilities 4,671 5,196 5,952 6,700 PER (x) 83 52 39 32
Paid-up capital 659 659 659 659 PEG (x) - y-0-y growth 0.5 0.9 1.2 1.5
Reserves & surplus 9,779 12,524 16,177 20,620 Price/Book (x) 16.5 13.0 10.2 8.1
Shareholders’ equity 10,439 13,184 16,836 21,279 EV/Net sales (x) 5.7 4.7 3.9 3.3
Total equity & liabilities 15,110 18,380 22,788 27,979 EV/EBITDA (x) 38.2 27.7 21.2 17.3
EV/EBIT (x) 58.8 369 271 217

Source: Company, PhillipCapital India Research Estimates
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Stock Price, Price Target and Rating History
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Rating Methodology

We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one
year.

Rating Criteria Definition

BUY >= +15% Target price is equal to or more than 15% of current market price
NEUTRAL -15% > to < +15% Target price is less than +15% but more than -15%

SELL <=-15% Target price is less than or equal to -15%.
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives, and Private Client Group.
This report has been prepared by Institutional Equities Group. The views and opinions expressed in this document may, may not match, or may be contrary at
times with the views, estimates, rating, and target price of the other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd., which is regulated by the SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd.
References to "PCIPL" in this report shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained in
the report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third parties. The source of such
information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not offer
any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or
her own risk and PCIPL does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements
and past performance is not necessarily an indication of future performance.

This report does not regard the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report.
Investors must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
which PCIL believe is reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such information is accurate
or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice.

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research
report is subject to all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is
available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the
research analyst’s personal views about all of the subject issuers and/or securities, that the analyst(s) have no known conflict of interest and no part of the
research analyst’s compensation was, is, or will be, directly or indirectly, related to the specific views or recommendations contained in this research report.

Additional Disclosures of Interest:

Unless specifically mentioned in Point No. 9 below:

1. The Research Analyst(s), PCIL, or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in
this report.

2. The Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively do not hold more than 1% of the securities of the
company (ies)covered in this report as of the end of the month immediately preceding the distribution of the research report.

3.  The Research Analyst, his/her associate, his/her relative, and PCIL, do not have any other material conflict of interest at the time of publication of this
research report.

4.  The Research Analyst, PCIL, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for
any other products or services from the company(ies) covered in this report, in the past twelve months.

5.  The Research Analyst, PCIL or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for
the company (ies) covered in this report.

6.  PCIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in
connection with the research report.

7.  The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.

8.  The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report.
9.  Details of PCIL, Research Analyst and its associates pertaining to the companies covered in the Research report:
Sr.no. | Particulars Yes/No
1 Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for No
investment banking transaction by PCIL
2 Whether Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of No
the company(ies) covered in the Research report
3 Whether compensation has been received by PCIL or its associates from the company(ies) covered in the Research report No
4 PCIL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the No
company(ies) covered in the Research report
5 Research Analyst, his associate, PCIL or its associates have received compensation for investment banking or merchant banking or No
brokerage services or for any other products or services from the company(ies) covered in the Research report, in the last twelve
months

Independence: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment
banking services from, the subject issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek
compensation for investment banking services from the subject issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the
securities mentioned in this research report, although it, or its affiliates/employees, may have positions in, purchase or sell, or be materially interested in any
of the securities covered in the report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or
particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors.
Each investor must make its own determination as to the appropriateness of any securities referred to in this research report based upon the legal, tax and
accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic, or
political factors. Past performance is not necessarily indicative of future performance or results.
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Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be
reliable, but neither PCIPL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material, and are subject to change without notice.
Furthermore, PCIPL is under no obligation to update or keep the information current. Without limiting any of the foregoing, in no event shall PCIL, any of its
affiliates/employees or any third party involved in, or related to computing or compiling the information have any liability for any damages of any kind
including but not limited to any direct or consequential loss or damage, however arising, from the use of this document.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorised use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation only
and only if it is reprinted in its entirety.

Caution: Risk of loss in trading/investment can be substantial and even more than the amount / margin given by you. Investment in securities market are
subject to market risks, you are requested to read all the related documents carefully before investing. You should carefully consider whether
trading/investment is appropriate for you in light of your experience, objectives, financial resources and other relevant circumstances. PhillipCapital and any of
its employees, directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that
trading/investments in financial markets are subject to market risks and are advised to seek independent third party trading/investment advice outside
PhillipCapital/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or
profits or capital protection or appreciation. PhillipCapital and any of its employees, directors, associates, and/or employees, directors, associates of
PhillipCapital’s group entities or affiliates is not inducing you for trading/investing in the financial market(s). Trading/Investment decision is your sole
responsibility. You must also read the Risk Disclosure Document and Do’s and Don’ts before investing.

Kindly note that past performance is not necessarily a guide to future performance.
For Detailed Disclaimer: Please visit our website www.phillipcapital.in

For U.S. persons only: This research report is a product of PhillipCapital (India) Pvt Ltd., which is the employer of the research analyst(s) who has prepared the
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any
U.S.-regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with
a subject company, public appearances, and trading securities held by a research analyst account.

This report is intended for distribution by PhillipCapital (India) Pvt Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by the U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the
sender. Further, this report may not be copied, duplicated, and/or transmitted onward to any U.S. person, which is not a Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain
business with Major Institutional Investors, PhillipCapital (India) Pvt Ltd. has entered into an agreement with a U.S. registered broker-dealer, Decker & Co, LLC.
Transactions in securities discussed in this research report should be effected through Decker & Co, LLC or another U.S. registered broker dealer.

If Distribution is to Australian Investors
This report is produced by PhillipCapital (India) Pvt Ltd and is being distributed in Australia by Phillip Capital Limited (Australian Financial Services Licence No.
246827).

This report contains general securities advice and does not take into account your personal objectives, situation and needs. Please read the Disclosures and
Disclaimers set out above. By receiving or reading this report, you agree to be bound by the terms and limitations set out above. Any failure to comply with
these terms and limitations may constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced,
distributed or published by you in whole or in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the
sender immediately.
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