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DISCLAIMER

Hedgeye Risk Management, LLC (“Hedgeye”) is a registered investment advisor, registered with the State of Connecticut. Hedgeye is not a
broker dealer and does not provide investment advice to individuals. This research does not constitute an offer to sell, or a solicitation of an
offer to buy any security or investment vehicle. This research is presented without regard for individual investment preferences or risk
parameters; it is general information and does not constitute specific investment advice, nor does it constitute or contain any legal or tax
opinions. This presentation is based on information from sources believed to be reliable. Hedgeye is not responsible for errors, inaccuracies
or omissions of information. The opinions and conclusions contained in this report are those of the individual expressing those opinions or
conclusion and are intended solely for the use of Hedgeye’s clients and subscribers, and the authorized recipients of the content. In
reaching its own opinions and conclusions, Hedgeye and its employees have relied upon research conducted by Hedgeye’s employees, which
is based upon sources considered credible and reliable within the industry. Neither Hedgeye, nor its employees nor any individual
expressing opinions, conclusions or data are responsible for the validity or authenticity of the information upon which it has relied.

TERMS OF USE
This report is protected by United States and foreign copyright laws and is intended solely for the use of its authorized recipient. Access
must be provided directly by Hedgeye. There is a fee associated with access to this report and the information and materials presented
during the event. Redistribution or republication of this report and its contents are strictly prohibited. By joining this call or possessing
these materials, you agree to these Terms. For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and
the Terms of Service at https://www.hedgeye.com/terms_of_service.
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Restaurants | Investment Themes (from November 2020)

4Data Source: Hedgeye Research

DON’T IGNORE THE INFLATION SIGNAL 
The timing of the industry seeing significant protein inflation could not be worse.  Most industry participants enter long-term contracts for essential proteins when they can 
– late 3Q/early 4Q is when many industry participants look to renew contracts.  We see significant inflation in many vital commodities, mostly ground beef, meat, poultry, 
fish, and eggs

ACCELERATING/DECELERATING SAME-STORE SALES
Is it that simple?  Do fast money and retail investors just care about acceleration and/or deceleration in same-store sales?  What we have learned coming out of the 
pandemic, is that the absolute level of same-store sales is less important than the rate of change (i.e., are sales recovering). The role of day traders trading on just headlines 
can have a substantial impact on security prices, and it is not for just a few hours.  For the balance of the next six months, most companies will see a rate of change in a 
positive direction, while a few will see slowing trends.  Others have expectations that appear to be too aggressive, given structural changes to consumer spending behavior. 

THE BULL MARKET FOR CASUAL DINING
Can casual dining compete with the drive-thru or fast casual counter service? I don’t think we can fully appreciate the magnitude of how the pandemic has impacted 
independent restaurant operators just yet.  The government has helped with the PPP, but even that has fallen short of real, long-term sustainable benefits. Notably, there 
was no follow-up to the PPP, leaving many restaurant operators looking at a long cold winter.  It will take to the spring to know the extent of the damage to independent 
operators. Still, for the next 6-12 months there will be a supply shortage of dining out options that will benefit sizeable, financially strong sit-down dining brands.  

ELEVATED FOOD-AT-HOME SPENDING
The supply shortage of restaurants has two notable benefits.  As we noted above, casual dining will be a beneficiary, but this will also contribute to elevated food-at-home 
spending.  As General Mills (GIS) reported last week, food-at-home spending slowed in its 4Q20 numbers, but remain elevated relative to pre-COVID levels.  We believe that 
this trend will continue well into 1Q21.

DIGITAL, DELIVERY, & GHOST BRANDS
The COVID pandemic has taken the focus off the Takeaway acquisition of GRUB, while at the same time increasing the importance of delivery to the overall industry.  We have a 
positive bias toward Takeaway, given the historical operating performance and management focus on running a profitable operation.  Can Takeaway stem the tide of market share 
losses for GRUB?   Is it still a race to the bottom from a spending perspective?  Or did Takeaway purchase GRUB at precisely the right time as an industry disruptor (DoorDash) needs 
to focus on profitability, given that it signaled to the market its intention to go public?  How has the management of Takeaway done with its acquisition of Just Eat, and what are the 
current trends for the core UK business?  The accelerated digitization of the restaurant industry also will play a role in casual dining becoming more successful and more profitable 
in the future. Is the ghost kitchen the answer to better utilization of the kitchen? Will ghost kitchens usher in an era of new brand launches by the larger chains?



© Hedgeye Risk Management LLC.

1

2

3

1

2

3

Restaurants | Past the Peak

We are removing TXRH, EAT, DRI, BJRI from the long list and moving them to the shortlist.  We are also moving PZZA to the 
shortlist.  Casual dining stocks have had a significant run YTD and over the past six months.  Valuations more that reflect an 
opening and the surge in sales that are on the horizon.  We have the next two quarters of accelerating same-store sales 
trends, and 2H sales trends will see a meaningful deceleration.  At current prices many stock prices don’t reflect the 
economic reality of the current operating environment and valuations are past the recent 5-yearr peak.   

5

We keep hearing from many operators how difficult it is to hire employees.  The stimulus checks are making a segment of 
the population complacent.  The implications from potential labor shortages can increase costs, limit table turns and thus 
dining room capacity, and potentially hurt the customer experience. An unanswered question is how much muscle memory 
for the pandemic and the new digital engagement will increase/maintain to-go/delivery sales for casual dining.

My biggest mistake of 2020 was to not buy the news of shutting down and the generational opportunity that was presented 
at the time.  Using the Hedgeye MARCO process and knowing what the machines are long in restaurant equities we are 
headed for a very different MACRO set up for 2H21.  To that end as we get to the summer and fall we are looking at a massive 
deceleration in sales trends which the machines will turn into a negative event for the industry and many stocks.  

Data Source: Company Filings

Coming off the Bullish Casual Dining call

What is not reflected are the difficulties of re-opening

Sell into the reopening
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The Restaurant 
Macro –
Accelerating 
Inflation
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Macro | Retail Sales of FAH & FAFH

7Data Source: BLS

RETAIL SALES: GROCERY STORES (SA) RETAIL SALES: FOOD SERVICE & DRINKING PLACES (SA)
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Retail Sales: Grocery Stores (SA)

YoY % Change 2-Yr Avg. LTM Average
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How Many In The Industry Have Sought Out Different Careers?

Macro | JOLTS Accommodation & Food Service
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Macro | Restaurant Employment Growth
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Macro | Hourly Wage Growth
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AVERAGE HOURLY EARNINGS GROWTH: FULL-SERVICE AVERAGE HOURLY EARNINGS GROWTH: LIMITED-SERVICE
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Macro | FAH/FAFH Differential & CPI Proteins

Data Source: BLS 11
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Macro | CPI – Coffee
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Unsurprisingly, The Pandemic Has Weakened Optimism Among Small Businesses 

Macro | NFIB Small Business Optimism
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Macro | What are the Quads?

14Data Source: HE Macro, Bloomberg
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Highest/Lowest Expected Values By Quad Regime

15Data Source: Hedgeye GIP Model
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Increased Mobility = Increased Eating Out  

Macro | HE Hyper High-Frequency U.S. Economic Data Tracker
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Industry | Consumer Survey on Dining Out

17Data Source: CivicScience

Younger Millennials aged 25 
to 29 are the most likely by 
far to have current plans to 
dine in at a restaurant in the 
coming week. They’re closely 
followed by middle-age 
Americans between 35 and 
54.

Half Of American Adults Are Now Comfortable Dining Out
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Industry | Consumer Survey on Dining Out

18Data Source: CivicScience

Restaurant comfort has held 
strong since last week, with 
about half of the population 
feeling good about dining in 
right now. Furthermore, the 
percentage of people with 
plans to dine in at a 
restaurant in the next week 
reached the highest point 
since tracking started in July.

Half of American Adults Are Now Comfortable Dining Out
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Industry | Black Box Same-Restaurant Sales and Traffic
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19Data Source: Black Box

The Gradual Recovery

BLACK BOX SAME RESTAURANT SALES BLACK BOX SAME RESTAURANT TRAFFIC
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Industry | Knapp Track Comparable Restaurant Sales & Traffic
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20Data Source: Knapp Track

Industry SSS Expected To Explode To The Upsdise Over The Balance Of 2021 

KNAPP TRACK COMPARABLE RESTAURANT SALES KNAPP TRACK COMPARABLE GUEST COUNT
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Restaurant Industry SPACs
Tastemaker Acquisition Corp. (TMKR)

Size: $240 million

Target sectors: Restaurants, restaurant technology.

Notes: The SPAC run by former Barteca exec Andy Pforzheimer and former Jamba CEO Dave Pace was oversubscribed when it went public early this year.

Fast Acquisition Corp. (FST)

Size: $200 million

Target company: Landry’s/Golden Nugget.

Notes: Fast Acquisition Corp. featured Ruby Tuesday Founder Sandy Beall and former Noodles & Co. CEO Kevin Reddy, along with &pizza investors, including 
cofounder and CEO Michael Lastoria. The firm has a deal to merge with the $6 billion empire owned and run by Tilman Fertitta, including Landry’s and the Golden 
Nugget Casinos empire.

Fast Acquisition Corp. II (FZT.UN)

Size: $200 million

Target sectors: Hospitality businesses, including restaurants, hotels and other “adjacent verticals” such as amusements.

Notes: Well, if the first one worked, why not do another one? Fast Acquisition II has largely the same group as the first one, which was able to quickly get a deal done. 

USHG Acquisition Corp. (HUGS.UN)

Size: $250 million

Target sectors: E-commerce, technology, food and beverage, health and retail and consumer goods, or “any business industry” that are “culture-driven businesses.”

Notes: Danny Meyer, the highly regarded restaurateur and founder of Shake Shack, is behind a SPAC that aims to target companies that follow his principles of 
“enlightened hospitality.” USHG—which stands for Meyer’s Union Square Hospitality Group—has a wide range of potential businesses that it could target.
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Restaurant Industry SPACs
Bite Acquisition Corp. (BITE.UN)

Size: $175 million

Target sectors: Traditional or non-traditional restaurants.

The most notable name associated with Bite is Julia Stewart, the former CEO of what is now known as Dine Brands Global, parent company of Applebee’s and IHOP, along with 
Joseph Essa, CEO of Thomas Keller Restaurant Group. Leading the SPAC is Rafael Felipe de Jesus Aguirre Gomez, founder of the airport restaurant operator Mera Corp.

Do It Again Acquisition Corp. (DOITU)

Size: $125 million

Target sectors: Retail, restaurant and food-related businesses.

Do It Again’s chairman and CEO is Cliff Hudson, who has with him a number of former executives of Sonic Drive-Ins, where he was CEO, as well as Dunkin’. Longtime industry 
executive Sid Feltenstein is involved in this SPAC, as are franchisees-turned-brand-operators Sunil Dharod and Anand Gala.

Sizzle Acquisition Corp. (SZZL)

Size: $125 million

Target sectors: Restaurants, retail, consumer food, food-related technology or real estate or businesses that serve these industries.

Sizzle features Steve Salis, the cofounder of &pizza and founder of Salis Holdings, which owns Ted’s Bulletin. For what it’s worth this SPAC appears willing to take on 
companies that might have been hurt during the pandemic.

Starboard Acquisition Corp. (SVAC)

Size: $360 million

Target company: Cyxtera Technologies.

The SPAC formed by Starboard Acquisition did include restaurants as a potential target—former Dunkin’ Brands CEO Nigel Travis was involved—but ultimately the blank-
check company agreed to combine with a technology company in Cyxtera, a data company for retailers. Many of these SPACs, in fact, will not end up with restaurants at all.
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Industry | Short Interest

23Data Source: FactSet

Short Interest Is Lower Now Than It Has Been Over The Past Year.
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Industry | EV/NTM EBITDA 

24Data Source: FactSet

Valuations Are Generally Higher Now Than Over The Past Year.

EV/NTM EBITDA BY SUBSECTOR EV/NTM EBITDA BY COMPANY
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Industry Same-
Store Sales Trends
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Hedgeye Restaurants Position Monitor

26Data Source: FactSet
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Industry | Average Check Growth
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27Data Source: Black Box

Full Service spend per guest 
was +2.4% in 2019.

Acceleration in average 
check growth has aided 
sales performance since the 
beginning of the pandemic. 

Guest check growth was 
6.5% in November and 
December. 

In 2021, growth is again on 
the rise. Average check 
growth in January was 7.2% 
followed by 7.1% in February.

Check growth in limited-
service restaurants grew by 
a much larger margin 
(quick service and fast 
casual) a 10% or higher 
increase in average check.
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Restaurants | Intent to Eat Out

28Data Source: Restaurant Research

The Coming Surge In Restaurant Industry Same-Store Sales
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Industry | Same-Store Sales Trends Q3 2020 – Q1 2022E

Data Source: Consensus Metrix 29
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Managing The Surge In SSS Will Not Be Easy!

Industry | Casual Dining Sales Trends Q1 2021E – Q1 2022E
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Industry | Fast Casual-Small Box Sales Trends Q1 2021E – Q1 2022E
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DPZ Is The One Pandemic Winner We Like

Industry | Traditional Quick Service Sales Trends Q1 2021E – Q1 2022E
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Industry | What’s Next For The Restaurant Industry

The Leisure and Hospitality industry (restaurants represent 73%)  accounts for 16.5 million jobs in the U.S. alone. Safety is a priority in these scenarios, 
as many of these employees are on the front line and in contact with up to 10 million people each day.  A coordinated effort with the government will 
likely be necessary to help ensure that millions aren’t out of work indefinitely. 

33

Some chains are showing leadership in their response, but many operators will not be able to sustain 20%–50% revenue losses, even if they are able to 
secure financing.  Large chains have had an easier time with earlier financing and working with banks as compared to the average independent. The 
composition in the industry between chains and independents will move further in favor of the former, for the foreseeable future. 

The economic model of the casual dining restaurant will be re-thought in a way that makes it more viable in the longer term. This is most relevant for 
full-service restaurants and, lower-price point casual-dining/family dining operators who can’t keep up with the rapidly increasing cost of labor and 
rent.  This is where employees will be hurt the most.

Data Source: Hedgeye Research

In The Restaurant Industry, Certain Pockets Will Be Irreversibly Changed

The New Environment Favors Large Chains 

Casual Dining Has Adjusted The Most 

The low-hanging fruit has been cut across many restaurant systems (reducing food waste, cutting labor hours, etc.), so implementing other purely 
cost-cutting strategies would lead to cutting bone and hurting the guest and employee experience. Reinventing and reimagining digital optimization 
strategies can help to find non-obvious areas to improve.

Low-Hanging Fruit Is Done
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Consumption Shift
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Shift | Food At Home vs. Food Away From Home
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35Data Source: USDA

Food away from home has 
steadily gained share from 
food at home since the last 
recession. Food away from 
home will recapture some of 
the lost share during the 
pandemic, but it will take a 
few years to return to pre-
COVID-19 levels.  

U.S. Total Nominal Food Expenditure 1997 – 2019
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Shift | CPI-FAH vs. CPI-FAFH Inflation Differential
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Since September the Food At Home vs. Food Away From Home differential has narrowed to less than 30bps. In the coming months grocery inflation comparisons will 
accelerate which will likely lead to the inflation rate for Food Away From Home to exceed the inflation rate for Food At Home. In other words the chart will point to 
negative numbers in the coming months. 

Data Source: BLS

Soon It Will Be Costing More To Eat Away From Home
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Shift | Returning To The Workplace

37

Some industries are seeing more of a return to the workplace than others. Vaccine distribution has not made a 
significant change to the pace of returning to the workplace yet. 

Data Source: Brivo
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Shift | Office Workers Returning Slowly

38

Only 1/3 of global CEOs anticipate returning to normal in 2021. 45% expect normality to resume in 2022. ¼ believe their 
business has changed forever. 90% of CEOs intend to ask employees to report when they have been vaccinated. Just 17% 
say they will downsize their physical office space compared to 69% in the August 2020 survey saying they would. 

Data Source: KPMG 2021 CEO Outlook Pulse (500 CEOs from 11 countries all having annual revenue over $500M).

2/3 of CEOs Say They Will Wait For Successful Vaccine Rollout Before Staff Are Asked To Return.
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Shift | Commuting Remains Depressed

39

According to a study by the Partnership for New York City less than half of Manhattan’s 1 million office employees will resume in person work by September. 

Only 22% of NYC’s largest companies will require staffers to return to the workplace full time. 66% of NYC’s biggest companies reported plans to adopt a hybrid model 
in the coming months. Only 10% of NYC’s office employees have returned to their workplace.

61% said they will not mandate returning employees be immunized. 

Data Source: MTA, Hedgeye Industrials Team Estimates
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Shift | Online Grocery Shift 

40Data Source: Brick Meets Click, Mercatus

Online grocery sales in the 
U.S. fell 14% in February to 
$8B than the $9.3B in January. 
The biggest decrease came in 
the ship-to-home category. 
February online sales were at 
roughly the same level as in 
the November and August 
surveys at $8.1B and $8.2B 
respectively. Delivery and 
pickup sales were higher in 
February at $6.1B than $5.9B 
in November and $5.7B in 
August. The delivery and 
pickup segment remained at 
76% of the online grocery 
market in February. The 
monthly active users fell 12% 
to 60.1M in February, down 
from 69.7M in January. More 
than 40% of the decrease came 
from the over 60 age group, 
likely reflecting a change in 
behavior as vaccines have 
become more available for 
them. 

In the January survey, shopper 
sentiment for completing an 
online order in the next month 
fell 32 percentage points to 
56%, presaging the drop seen 
in February. In February, the 
likelihood to use online 
ordering stabilized at 58%.
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Shift | Stimulus Checks Going to Groceries

41Data Source: Field Agent (n=500)

88% of respondents expected 
to receive a stimulus check. 
45% of respondents said they 
would use the checks 
primarily to pay bills/debt, 
followed by 29% saying they 
would use it for savings. 
Using the checks for smaller 
purchases was similar to the 
9% saying they would use it 
for major purchases.

A Small Portion Of Stimulus Checks Will Go Toward Food Purchases.
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Casual Dining
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43Data Source: Hedgeye Research

Casual dining operators have been forced to rethink their entire business models and adjust to 
lower volumes, but more off-premise.

Now, most of the industry is operating under lower operating cost structures & simplified menus, 
allowing for better flow thru on sales

Acceleration of digital enhancements & contactless operating model.  Contactless payments 
enhance the customer experience

Going more digital is allowing for increased labor efficiencies, which is being offset by increased 
labor inflation. 

All of the in-store initiatives is allowing for an enhanced guest experience



© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.

BJ’s Brewhouse
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BJRI | Tear Sheet

45Data Source: Sentieo

Earnings Algo:

1Q21 -20.4%% revenue growth 
and -221.7% EPS growth

2Q21 90.5% revenue growth 
and 81.5% EPS growth

3Q21 34.8% revenue growth 
and 121.1% EPS growth

Net Debt/EBITDA – 8.9x

Guidance:

“AWS of approximately $74,000 
per week, we expect to be a 
modest use of cash of less than 
$500,000 a week, commodity 
inflation between 1% and 2%, 
with cost of sales in the mid-
25% range.

We are targeting G&A of 
approximately $67 million for 
2021, which includes more than 
$6 million for incentive 
compensation compared to less 
than $500,000 booked in 2020 
due to the impact of COVID. The 
G&A budget also includes $7.8 
million related to equity 
compensation compared to $7 
million in 2020.
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BJRI | Trending Topics

46Data Source: Sentieo

• 62 of the 209 investments 
are located in CA

• beer club membership 
program continued to show 
promise.

• Made important physical 
improvements to our 
restaurants to better 
execute off-premise 
demand such 
as kitchen system 
technology to improve order 
visibility and pacing, 
enabling our kitchens to 
sync both in-restaurant and 
off-premise demand with 
our restaurant capacity.

• Notable Labor was not a 
trending topic in the most 
recent earnings call
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47Data Source: FactSet

BJRI | Same-Store Sales Trends
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BJRI Has Been A Chronic Underperformer 

BJRI | Relative Price Return 2002 – 1Q21
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49Data Source: Sentieo

Based On Historical P/Sales Downside Is 30% (Assuming 0.86x sales)

BJRI | Sales VS. Price/Sales
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Bloomin Brands
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BLMN | Tear Sheet

51Data Source: Sentieo

Earnings Algo:

1Q21 -5.94%% revenue growth and -
130.7% EPS growth

2Q21 57.5% revenue growth and 
126.5% EPS growth

3Q21 20.8% revenue growth and 
265.1% EPS growth

Net Debt/EBITDA – 7.37x

Guidance: 

Not going providing comp 
sales guidance or EPS guidance

Commodity inflation to be flat. We 
expect favorability in beef and seafood 
costs, which will be offset by higher 
freight, poultry and produce expenses.

Labor inflation is expected to be 3% to 
3.5%. This inflation estimate only 
contemplates wage legislation impacts 
that have already been passed into law.

G&A expense is expected to be between 
$225 million and $230 million in 2021 -
a modest increase from 2020. This is 
primarily due to higher travel and 
training costs. In addition, we will also 
face higher compensation expense to 
our area operating partners as 
performance improves.

These will be offset by additional 
transformational savings in 2021.
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BLMN | Trending Topics

52Data Source: Sentieo

• During the fourth quarter, off-
premises represent 37% of 
U.S.

• Total debt is just over $1 
billion. “For the foreseeable 
future, we will use excess free 
cash flow to pay down debt 
as we make progress towards 
a 3x lease-adjusted net debt-
to-EBITDAR target.”

• Outback new menu (Sep 20) 
will go more “price value”

• Capital expenditures 
are expected to be between 
$170 million and $185 
million. This includes $48 
million of spend from 
projects deferred in 2020 

• Expect to open between 20 to 
25 system-wide 
locations. Most of the new 
locations will be in Brazil.
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53Data Source: FactSet

Estimates For 4Q21 Look Agressive

BLMN | Same-Store Sales Trends
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BJRI has been a chronic underperformer, what's changed? 

BLMN | Relative Price Return 2012 – 1Q21
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55Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 32%

BLMN | Sales VS. Price/Sales
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Brinker 
International
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EAT | Tear Sheet

57Data Source: Sentieo

Financial Matric:

3Q21 -3.1% revenue growth 
and -41.5% EPS growth

2Q21 64.5% revenue growth 
and 233.5% EPS growth

3Q21 14.3% revenue growth 
and 145.1% EPS growth

Net Debt/EBITDA – 4.3x

Liquidity - $64M cash; total 
liquidity of $658M
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EAT | Trending Topics

58Data Source: Sentieo

Strong January

YTD OCF of $130M and FCF 
$93M

Chili’s fully-integrated 
guest experience

Chili’s 2Q21 -6.3%

Its just wings – Door Dash 
brand

Want to partner at a “higher 
level” – loyalty data

“We got good at Take out 
and delivery”

Target $3.0M AUV – looking 
at $3.5 – technology virtual 
brands. 

Pay down debt
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59Data Source: FactSet

Estimates For 4Q21 Look Reasonable

EAT | Same-Store Sales Trends
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Big Relative Outperformance Following The “It’s Just Wings” Announcement

EAT | Relative Price Return 2002-1Q21
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61Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 42.7%

EAT | Sales VS. Price/Sales



© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.

Chuy
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CHUY | Tear Sheet

63Data Source: Sentieo

No regular guidence

4-6 new restaurants

Cap-ex $15-$25M

Marketing expenses flat at 
1.1%

Commodity inflation 1-2.5%

$86M in cash and no debt
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CHUY | Trending Topics

64Data Source: Sentieo

Prototype – notorious bad 
developer of units.

Hiring – common theme –
hard to hire people.

The bars scene has upside?

Off-premis in the 20% range

Family meal kits

6% increase in average 
check
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65Data Source: FactSet

Estimates For 4Q21 Look Aggressive

CHUY | Same-Store Sales Trends
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CHUY | Total Return 2012 – 1Q21



© Hedgeye Risk Management LLC.

0

5

10

15

20

25

30

35

40

45

50

0.00

0.50

1.00

1.50

2.00

2.50

3.00

CH
U

Y 
St

oc
k 

Pr
ic

e

CH
U

Y 
FY

1 
(C

ur
re

nt
 Y

ea
r)

 P
/S

al
es

CHUY FY1 (Current Year) P/Sales CHUY Stock Price

67Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 46.9% - Target $22 (Assuming 1.2x Sales - lol) 

CHUY | Sales VS. Price/Sales
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Darden
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DRI | Tear Sheet

69Data Source: Sentieo

Financial Matric:

3Q21 -30.1% revenue growth 
and -63.5% EPS growth

2Q21 53.2% revenue growth 
and 200.5% EPS growth

3Q21 35.3% revenue growth 
and 145.1% EPS growth

Net Debt/EBITDA – 4.8x
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DRI | Trending Topics

70Data Source: Sentieo

New CFO – Raj

25 million email data base

Reduced marketing spend 
by $50M last Q –
simplification/no plans to 
return to normal

Improved labor 
productivity/simplification

Labor is a challenge

$770 million in cash

20% of OG was digital

OG/LH new web sites –
digital store fronts

Handle cannibalization 
better at OG
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71Data Source: FactSet

One More Quarter.  What Does The Stock Reflect?

DRI | Same-Store Sales Trends
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DRI | Monthly Traffic YOY By Brand

72

After the initial months of the restrictions LongHorn’s traffic recovered the most while Yard House’s larger bar mix 
lagged the other brands. Yard House also had the toughest comparisons of Darden’s brands.

Data Source: Placer.ai
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DRI | Weekly Traffic YOY

73

Darden’s brands are seeing traffic improve from the beginning of the year. With the weather warming up restrictions on 
indoor dining will have less of an impact in the spring comparing against shutdowns in March and April.

Data Source: Placer.ai
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DRI | Relative Price Return 2002 – 1Q21



© Hedgeye Risk Management LLC.

0

20

40

60

80

100

120

140

160

0.00

0.50

1.00

1.50

2.00

2.50

3.00

DR
I S

to
ck

 P
ric

e

DR
I F

Y1
 (C

ur
re

nt
 Y

ea
r)

 P
/S

al
es

DRI FY1 (Current Year) P/Sales DRI Stock Price

75Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 45.7% To $76 (Assuming 1.48x P/Sales)

DRI | Sales VS. Price/Sales
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Dave & Busters
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PLAY | Trending Topics

77Data Source: Sentieo

Financial Matric:

4Q20 -72.6% revenue growth 
and -260.5% EPS growth

1Q21 -1.0% revenue growth and 
45.5% EPS growth

2Q21 330.3% revenue growth 
and 71.1% EPS growth

Debt/EBITDA – 9.6x

Accelerating changes service 
model menu programing and 
marketing.

Trying to establish a “food 
identity” at PLAY

Labor pressure

68 of 104 reopened stores have 
positive EBITDA

Revolver stood at $314M, no 
maturities until 2024

$576M total debt

CA was closed

Improved weekly burn rate to 
$1.7M/wk vs $3.5 in 2Q20
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78Data Source: FactSet

Theses Estimates!

PLAY | Same-Store Sales Trends
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Structurally Changed From The Pandemic?

PLAY | Relative Price Return 2015 – 1Q21
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80Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 50.4% To $23

PLAY | Sales VS. Price/Sales
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Dine Brands
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DIN | Tear Sheet

82Data Source: Sentieo

Financial Matric:

1Q21 -5.6% revenue growth 
and -43.5% EPS growth

2Q21 86.0% revenue growth 
and 240.5% EPS growth

3Q21 20.3% revenue growth 
and 64.3% EPS growth

Debt/EBITDA – 9.5x
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DIN | Trending Topics

83Data Source: Sentieo

Applebee’s heavy 
penetration in NE and 
Midwest – hard hit

Feb mix of sales 63% din-in, 
22% car-side and 15% 
delivery

Arkansas franchisee opened 
drive-thru window

Feb 17 launch of Cosmic 
Wings – delivery only

IHOP Burrito bowls

Bad debt of $12.8 million

Focus on debt pay down

Virtually all 1,600 dining 
rooms are open
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84Data Source: FactSet

Theses Estimates!

DIN | Same-Store Sales Trends
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One Of The Worst Positioned Casual Dining Companies 

DIN | Relative Price  Return 2002 – 1Q21
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86Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 1.0% To $85 (Assuming 1.67x P/Sales)

DIN | Sales VS. Price/Sales
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Red Robin
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RRGB | Tear Sheet

88Data Source: Sentieo

Financial Matric:

1Q21 -0.5% revenue growth 
and 82.6% EPS growth

2Q21 58.5% revenue growth 
and 91.8% EPS growth

3Q21 31.3% revenue growth 
and 77.9% EPS growth

Debt/EBITDA – 11.5x

RRGB has structural real 
estate issues that will never 
allow a full recovery.

Many stores will likely need 
to be closed. 
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RRGB | Trending Topics

89Data Source: Sentieo

100bps incremental mrgn
improvement

Donato’s 

Higher that the 15% pr-
pandemic off-premise mix

Key states CA, CO, OG & WA

Feb 28 126 dining room 
open

Moving 2 salary positions to 
1-3 hourly = cost savings 

TGX service model = using 
technology and improved 
service coverage to deliver a 
better guest experience
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90Data Source: FactSet

Accelerating SSS Recovery With Poor Site Locations

RRGB | Same-Store Sales Trends



© Hedgeye Risk Management LLC. 91Data Source: Sentieo

RRGB | Relative Price Return 2012 – 1Q21
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92Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 19.1% To $29

RRGB | Sales VS. Price/Sales
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Ruth’s Hospitality 
Group
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RUTH | Tear Sheet

94Data Source: Sentieo

Financial Matric:

1Q21 -21.4% revenue growth 
and 8.9% EPS growth

2Q21 193.4% revenue growth 
and 117.5% EPS growth

3Q21 38.3% revenue growth 
and 315.0% EPS growth

Debt/EBITDA – 7.3x

Slow recovery story
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RUTH | Trending Topics

95Data Source: Sentieo

Buckets of business are 
blurred from pre-covid

Flexible and innovation

Flex able labor model

Business guests slow to

Special occasions driving 
the current trends return

SSS -16% first 9 weeks of ’21 
– restricted stores

Fewer labor hours – expect 
leverage as sales pick up

Marketing spend down 65% 
- learned a lot about 
efficiencies and spending 
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96Data Source: FactSet

Accelerating SSS Recovery With Poor Site Locations

RUTH | Same-Store Sales Trends
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RUTH | Relative Price Return 2006 – 1Q21
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98Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 27.6% To $16

RUTH | Sales VS. Price/Sales
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Texas Roadhouse
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TXRH | Tear Sheet

100Data Source: Sentieo

Our condolences to the 
family of Kent Taylor!

The system will rally behind 
the charismatic leader! 

Financial Matric:

1Q21 12.5% revenue growth 
and 141.3% EPS growth

2Q21 57.8% revenue growth 
and 224.2% EPS growth

3Q21 18.7% revenue growth 
and 40.2% EPS growth

Debt/EBITDA – 1.1x
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TXRH | Trending Topics

101Data Source: Sentieo

Additional pricing in 2Q21

Commodity inflation of 3% 
in 2021 was 1.5% in 4Q20

Labor dollars down 3.5% 

“We are feeling the impact 
of inflationary pressures 
throughout the business 
from commodities to wage 
rates to the cost of supplies 
and food packaging.”

App downloads accelerating 
in December.

To-go average $25k per 
week or 23% of sales for the 
first 7 weeks of 21

Store week growth of 4-5%



© Hedgeye Risk Management LLC.

-8.40%

-32.80%

-6.30%
-8.90%

8.12%

50.25%

13.15% 15.02%

8.20%

-12.80%

-24.40%

26.50%

-2.60%

17.02%

42.12%

-37.09%

1.86%

-6.82%

-50.00%

-40.00%

-30.00%

-20.00%

-10.00%

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022

TXRH SAME-STORE SALES

Same Store Sales QoQ 2 Year Average

102Data Source: FactSet

Sustained 2-yr Growth 

TXRH | Same-Store Sales Trends
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TXRH | Relative Price Return 2005 – 1Q21
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104Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 21.5% To $76

TXRH | Sales VS. Price/Sales
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The Cheesecake 
Factory
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CAKE | Tear Sheet

106Data Source: Sentieo

Mall based retailer?

Recovered to -9% with 
dining rooms open.

Financial Matric:

1Q21 -2.8% revenue growth 
and -315% EPS growth

2Q21 118.6% revenue growth 
and 134.6% EPS growth

3Q21 30.9% revenue growth 
and 227% EPS growth

Debt/EBITDA – 8.9x



© Hedgeye Risk Management LLC.

CAKE | Trending Topics

107Data Source: Sentieo

Exited 4Q20 - 60% of the 
locations with open dining 
rooms

75 stores off-premise-only

Breath of the menu

Wage inflation up but a 
decelerating rate

Love FRC and North Italia 

Commodity inflation 2%

Accelerate unit growth to 
capture market share
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108Data Source: FactSet

Sustained 2-yr Growth 

CAKE | Same-Store Sales Trends
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CAKE | Relative Pricel Return 2012 – 1Q21
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110Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 12.6% To $52

CAKE | Sales VS. Price/Sales
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Fast Casual



© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.© Hedgeye Risk Management LLC.

Chipotle



© Hedgeye Risk Management LLC.

CMG | Tear Sheet

113Data Source: Sentieo

No guidance for 2021

1Q21 mid-to-high teens SSS

Food costs around 31% -
declining avocado prices?

Accelerating growth 

$1.1B in cash; $600M 
untapped credit facility

200 new restaurants

Financial Matric:

1Q21 22.8% revenue growth 
and 55.8% EPS growth

2Q21 33.3% revenue growth 
and 1394.0% EPS growth

3Q21 14.4% revenue growth 
and 62.0% EPS growth
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CMG | Trending Topics

114Data Source: Sentieo

2-years stack in 4Q20 was 
19.9% vs 20.2% in 3Q –
consistent across all 3 
months of 4Q

Strong January up 11%

Digital mix 50%

Culinary – all about the 
food!

Lost beverage sales

All about new products –
cauliflower rice, Brisket test 
and quesadillas digital only 

Digital = higher occasions

G&A investments

Brisket test

Marketing 3.9%

Taking menus price to cover 
inflation and delivery costs
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115Data Source: FactSet

Sustained 2-yr Growth Accelerating In 1Q22? 

CMG | Same-Store Sales Trends
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How Long Will It Last?

CMG | Relative Price Return 2012 – 1Q21
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117Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 37.66 To $887

CMG | Sales VS. Price/Sales
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Shake Shack
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SHAK | Tear Sheet

119Data Source: Sentieo

Operating expenses to 
remain elevated on higher 
delivery mix

Ramping up openings 35-40 
new stores

G&A up to ($83-86M)

Digital marketing 

Commodity costs stable

Packaging coats up 

Financial Matric:

1Q21 12.3% revenue growth 
and -530% EPS growth

2Q21 96.9% revenue growth 
and 109% EPS growth

3Q21 51.4% revenue growth 
and 181.0% EPS growth
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SHAK | Trending Topics

120Data Source: Sentieo

White label delivery in NYC

Southeast has a relative 
strong performer 

MSD labor inflation

¼ of delivery order pick up 
in the delivery/walk-up  
windows

50% of dining rooms closed

Significant declines in 
traffic 

2% menu px increase and 
5% menu price increase on 
delivery marketplace orders
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121Data Source: FactSet

Sustained 2-yr Growth Accelerating In 1Q22? 

SHAK | Same-Store Sales Trends
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SHAK | Total Return 2015 – 1Q21
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123Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 25.9% To $82.34 (Assuming 14.6x Sales)

SHAK | Sales VS. Price/Sales
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Starbucks
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SBUX | Tear Sheet

125Data Source: Sentieo

From an EPS perspective in 
Q2, we are expecting GAAP 
EPS in the range of $0.36 to 
$0.41 and non-GAAP EPS in 
the range of $0.45 to $0.50.

2Q21 12.9% rev growth and 
16.5% EPS growth

3Q21 68.2% revenue growth 
and 270% EPS growth

Financial Matric:

2Q21 12.9% revenue growth 
and 63.1% EPS growth

2Q21 68.2% revenue growth 
and 270% EPS growth

4Q21 28.0% revenue growth 
and 82.4% EPS growth
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SBUX | Trending Topics

126Data Source: Sentieo

China has recovered 

Full sales recovery by 2Q21

US -5% 1Q21 vs -9% in 4Q21

60% of stores with limited 
seating entering 1Q21 and 
ended with 40%

Out-the-window time 
improved

Ticket growth of 19% - food 
attach, premium beverage 
mix and increased 
customization

Raised FY guidance by 
$0.08 in 1Q21 – lower trade 
area costs

New CMO flatter org 
structure
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127Data Source: FactSet

2Q21 Should Be Reported 4/27

SBUX | Same-Store Sales Trends
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SBUX | Total Return 2002 – 1Q21
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129Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is 16.8% To $88.45 (Assuming 3.6x Sales)

SBUX | Sales VS. Price/Sales
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Wingstop
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WING | Tear Sheet

131Data Source: Sentieo

Financial Matric:

1Q21 20.1% revenue growth 
and 8.5% EPS growth

2Q21 6.3% revenue growth 
and -3.8% EPS growth

4Q21 11.5% revenue growth 
and 10.3% EPS growth
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WING | Trending Topics

132Data Source: Sentieo

Wing prices up 27%; GM 
270bps

60% of COGS

Uncertainty of px’s

$1.5M AUV

Convention in 2021

Labor efficacies

Door Dash increasing TRP’s

13 WING Ghost litchens
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133Data Source: FactSet

2Q21 Should Be Reported 4/27

WING | Same-Store Sales Trends
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WING | Total Return 2015 – 1Q21
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135Data Source: Sentieo

Based On 5-Yers Historical P/Sales Downside Is 14.9% To $111.87 (Assuming 11.7x Sales)

WING | Sales VS. Price/Sales
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Traditional QSR
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Restaurant Brands
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QSR | Tear Sheet

138Data Source: Sentieo

QSR is a broken company -
another 3G disaster (BUD & 
KHC)

Financial Matric:

1Q21 2.2% revenue growth 
and 6.9% EPS growth

2Q21 28.9% revenue growth 
and 89.3% EPS growth

3Q21 11.4% revenue growth 
and 11.3% EPS growth
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QSR | Trending Topics

139Data Source: Sentieo

96% of restaurant open –
many limited dining rooms

Digital menu board in drive-
thru

Breakfast challenges

Repositioning the BK brand 
– value strategy

8% digital at BK; 16% at 
Popeye’s

Master franchise strategy 

Like other benefited from 
PPP

G&A investments
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140Data Source: FactSet

2Q21 Should Be Reported 4/28

QSR | Same-Store Sales Trends
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141Data Source: FactSet

2Q21 Should Be Reported 4/28

TAST | Same-Store Sales Trends
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QSR | Relative Price Return 2015 – 1Q21
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143Data Source: Sentieo

Based On 5-Years Historical P/Sales Upside Is 56.5% To $101.40 (Assuming 5.5x Sales)

QSR | Sales VS. Price/Sales
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144Data Source: Sentieo

Based On 5-Years Historical P/Sales Upside Is 57.5% To $10.47 (Assuming 0.34x Sales)

TAST | Sales VS. Price/Sales
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Domino’s
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DPZ | Tear Sheet

146Data Source: Sentieo

The EPS Algo:

6-10% global Retail sales; 6-
8% store growth

1Q21 12% revenue growth 
and -5% EPS growth

2Q21 3.2% revenue growth 
and -5.7% EPS growth

3Q21 1.1% revenue growth 
and 15.2% EPS growth



© Hedgeye Risk Management LLC.

DPZ | Trending Topics

147Data Source: Sentieo

Fortress

Carryout more that half of 
the biz was impacted by the 
pandemic

US retail sales was 14.3% in 
4Q20 – 11.2% SSS

Broad growth including 
independents

Margin pressure from 
employee expense

Rising wages

GPS driver tracking

AI forecasting to match 
demand – increase speed an 
accuracy
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148Data Source: FactSet

2Q21 Should Be Reported 4/29

DPZ | Same-Store Sales Trends
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The Set Up for DPZ Is Interesting

DPZ | Total Return 2004 – 1Q21
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150Data Source: Sentieo

Based On 5-Years Historical P/Sales Upside Is -0.6% To $360.34 (Assuming 3.2x Sales)

DPZ | Sales VS. Price/Sales
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McDonald’s
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MCD | Tear Sheet

152Data Source: Sentieo

The EPS Algo:

1Q21 6.5% revenue growth 
and 22% EPS growth

2Q21 44.32% revenue growth 
and 207.4% EPS growth

3Q21 8.0% revenue growth 
and 7% EPS growth
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MCD | Trending Topics

153Data Source: Sentieo

$90B in System-wide sales

IOM margins will not fully 
recover

½ of cap ex

30,000 delivery restaurants

Significant benefits from 
streamline and reduced 
complexity

New chicken 

Growing breakfast

Strong positive comps in 
Australia and the U.K. were 
more than offset by 
negative double-digit 
comps in France, Germany, 
Italy and Spain. 
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154Data Source: FactSet

2Q21 Should Be Reported 4/29

MCD | Same-Store Sales Trends
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MCD | Chicken Sandwich Traffic Boost

155

McDonald’s has seen a significant boost in traffic from the chicken sandwich launch. Traffic increased 19.1% on the day 
of the launch compared to the Wednesday in the prior week. The traffic boost was sustained for the rest of the week.

Data Source: Placer.ai
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MCD | Chicken Sandwich Traffic Boost

156

Compared to the prior year traffic was still down 39.2% due to the pandemic, which doesn’t include the strength in 
delivery or increase in order size. Visits in February were up 2% compared to January despite fewer days in the month. 
The average daily visits were up 12.9% compared to January driven by the chicken sandwich launch.

Data Source: Placer.ai
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Seasonally The Best Time To Be LONG

MCD | Total Return 2002 – 1Q21
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158Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is -17.6% To $185.68 (Assuming 6.6x Sales)

MCD | Sales VS. Price/Sales
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Papa John’s
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PZZA | Tear Sheet

160Data Source: Sentieo

The EPS Algo:

1Q21 13.7% revenue growth 
and 31.7% EPS growth

2Q21 0.5% revenue growth 
and 16.5% EPS growth

3Q21 -0.8% revenue growth 
and 53.1% EPS growth
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PZZA | Trending Topics

161Data Source: Sentieo

Cap ex accelerating - New 
Store development growth

New product/increased 
pace of innovation

stuffed crust

AUV passed $1.0M

Q4 results continued the 
momentum we achieved in 
Q2 and Q3. Comparable 
sales rose 13.5% in North 
America and 21.4% 
internationally.

Customer experience

Brand sentiment
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162Data Source: FactSet

2Q21 Should Be Reported 5/1

PZZA | Same-Store Sales Trends
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Seasonally The Best Time To Be LONG

PZZA | Return Price Return 2002 – 1Q21
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164Data Source: Sentieo

Based On 5-Years Historical P/Sales Downside Is -13.6% To $185.68 (Assuming 1.3x Sales)

PZZA | Sales VS. Price/Sales
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Wendy’s
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WEN | Tear Sheet

166Data Source: Sentieo

The EPS Algo:

1Q21 9.4% revenue growth 
and 56.7% EPS growth

2Q21 12.1% revenue growth 
and 46.7% EPS growth

3Q21 2.0% revenue growth 
and 3.2% EPS growth



© Hedgeye Risk Management LLC.

WEN | Trending Topics

167Data Source: Sentieo

Cap ex accelerating - New 
Store development growth
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168Data Source: FactSet

2Q21 Should be reported 5/12

WEN | Same-Store Sales Trends
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Recent Underperformance Into An Acceleration In SSS

WEN | Relative Price Return 2002 – 1Q21
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170Data Source: Sentieo

Based On 5-Years Historical P/Sales Upside Is 3.3% To $185.68 (Assuming 2.65x Sales)

WEN | Sales VS. Price/Sales
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YUM Brands
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YUM | Tear Sheet

172Data Source: Sentieo

The EPS Algo:

1Q21 1.84% revenue growth 
and 34.7% EPS growth

2Q21 21.2% revenue growth 
and 12.7% EPS growth

3Q21 7.8% revenue growth 
and 1.5% EPS growth

Dividend growth 6%

Net leverage 5.18x (4.81% in 
2019)



© Hedgeye Risk Management LLC.

YUM | Trending Topics

173Data Source: Sentieo

Greg Flynn to the rescue –
PH

Strong drive-thru 
performance 

KFC e-commerce platform 
(46% of OP)

PH – omnichannel menu 
management platform (17% 
of OP)

Tictuk Technologies

PH store closures will slow 
growth – 4% growth in 
2022?

TB now tablet POS system 
(36% of OP)

Healthy franchises - little 
deferred royalties
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174Data Source: FactSet

2Q21 Should Be Reported 4/28

YUM | Same-Store Sales Trends
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YUM | Relative Price Return 2002 – 1Q21
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176Data Source: Sentieo

Based On 5-Years Historical P/Sales Upside Is -10.5% To $97.38 (Assuming 4.63x Sales)

YUM | Sales VS. Price/Sales
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For more information, contact us at:

177

sales@hedgeye.com
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