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Sustained LPG shortage can shock industry

We hosted Mr Anurag Katriar, ex-NRAI president, to assess the impact of LPG shortage on India’s Gaurav Jogani
restaurant sector. Mr Katriar highlighted India’s food service sector is highly dependent on LPG, gaurav.jogani@jmfl.com | Tel: (91 22) 66303085
with nearly 90% of the ~0.5mn organised restaurants relying on commercial cylinders because Mehul Desai
PNG access is largely limited to select metros. Most outlets maintain only limited inventory mehul.desai@jmfl.com | Tel: (91 22) 66303065
buffers; hence, prolonged supply shortage could quickly translate to operational stress for
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25-30% of restaurants. In fact, some operators have already started shifting non-core cooking dhananjayjain@jmflcom | Tel: (91 22) 66303051

activities to induction, although adoption is constrained by i) the need for flame-based cooking
depending on format; ii) lack of induction-compatible cookware; and iii) skill gaps on use of
induction. Mr Katriar argues burger and pizza QSR chains appear relatively insulated due to their
greater use of electric equipment, whereas Indian, Chinese, catering and smaller independent
outlets remain more vulnerable due to their reliance on flame-based cooking. If LPG shortage
extends over a longer period, the sector could see meaningful operational disruptions and margin
pressure, particularly given the industry’s high fixed-cost structure.
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B Mr Katriar highlighted the Indian restaurant industry remains heavily dependent on LPG cylinders
for day-to-day operations; of the ~ 0.5mn organised restaurants in the country, about 90% rely
on commercial LPG cylinders.

" Given this high dependence, if the current LPG supply constraints persist, 25-30% of restaurants
across the country are bound to face operational challenges.

® |n response to the evolving situation, some restaurants have begun moving non-core cooking
activities to induction equipment. However, transition to alternative cooking methods is not easy
because induction cooking requires compatible cookware, which will have to be purchased. Also,
kitchen staff accustomed to flame-based cooking shall need both time and training to adapt to
new equipment.

®  Hence, in case of shortage, operators have only two choices: either adopt electric cooking
equipment quickly or suspend operations temporarily until the situation resolves.

®  Burger and pizza QSR chains are expected to be relatively less affected as many of these formats
already rely heavily on electric fryers and ovens and use of centrally made frozen sauces.

®  Restaurants serving Indian, Chinese, or continental cuisine face greater challenges as Chinese
cooking involves use of high-flame, whereas Indian cuisine often involves slow flame-based
preparation over longer durations, both of which are difficult to replicate on induction.

®  The scope for menu adjustments to reduce LPG consumption is relatively limited. While some
formats such as Italian restaurants or cafés may temporarily shift focus towards oven or fryer-
based items, most food-focused restaurants would need to adjust cooking equipment.

®  Street vendors, who rely almost entirely on LPG cylinders, face the greatest operational
challenges. Similarly, outdoor catering businesses may struggle due to the large-scale cooking
operations required for events.

®  For restaurants, 40-50% of operating costs are fixed in nature, and even short-term closures
could lead to a meaningful financial strain for operators.

®  Food delivery platforms such as Zomato and Swiggy are unlikely to face structural disruption
from such shortages. In most cases, consumers may simply shift orders to alternative restaurants.

®  Given the high level of discounting currently prevalent in the restaurant sector, operators may
gradually reduce promotional intensity if operating costs continue to accelerate further.

®  Finally, Mr Katriar noted that underlying demand is strong for the food service industry and the

frequency of eating non-home food has increased from 4.3 times/month in 2019 to 6.7 times. : . X .
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" He noted two distinct consumption patterns: i) experiential dining—social and celebratory Bloomberg - JMFR <GO>, FactSet, LSEG and
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stronger growth as it is critical for cuisines where food quality deteriorates during delivery transit.
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®  He mentioned the number of QSR players has outpaced demand growth, thereby increasing
competitive intensity aggravated by emergence of home chefs, particularly in categories such as
bakery and desserts.
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Foodservice sector: Industry expert call - Key takeaways
LPG inventory buffers limited for most restaurants

B LPG inventory buffers vary widely across restaurant formats. Larger restaurants typically operate
gas banks with six—eight cylinders while smaller QSR outlets often operate with only one-two
cylinders, limiting their ability to maintain large buffers.

®  Some operators have indicated they hold larger buffers; however, the expert expressed surprise
at such claims, noting that such large inventories are uncommon in practice.

®  Instances of restaurants running out of gas supplies have already been reported across India with
Chennai and Bangalore being impacted more severely, indicating that shortages may already be
emerging in certain locations.

Restaurants making operational adjustments

®  Some restaurants have already started shifting non-core cooking activities to alternative energy
sources in anticipation of supply constraints. Activities such as preparing stock, soup, rice or staff
meals are being moved to induction-based cooking equipment.

Challenges in switching to alternative cooking methods

B Switching to induction or other electric equipment requires procurement of new appliances as
well as compatible cookware, as traditional utensils may not work on induction surfaces.

B Restaurants also face skill-related challenges, as kitchen staff accustomed to cooking on gas may
require both time and training to adapt to induction-based cooking.

® In some cases, smaller operators may attempt to procure LPG through informal or grey markets,
although this involves higher costs and safety risks.

Financial implications of temporary shutdowns

®  Restaurants typically have high fixed operating costs, estimated at 40-50% of operating
expenses. If restaurants are forced to shut temporarily due to gas shortages, operators would still
need to bear rent and employee costs, which could result in meaningful financial strain. While
temporary negotiations with landlords or employees may occur, the expert indicated that such
disruptions would still negatively affect profitability.

Potential impact on industry pricing and discounts

®  Discounting has become widespread in the restaurant industry and is often expected by
consumers. With operating costs rising, the expert suggested that discounting intensity could
potentially reduce, although no immediate shift has been observed.

Potential long-term operational changes

" If restaurants invest in induction or electric equipment during the disruption, many may continue
using such equipment in the future to protect against similar supply disruptions.

®  The economics of switching is a factor of local electricity costs relative to LPG prices, which vary
significantly across cities.

®  Certain formats such as pizza and burger outlets may be able to operate largely on electric
equipment, whereas flame-based cuisines may find permanent transitions more difficult.

Broader industry demand trends

®  The frequency of eating non-home food has increased from 4.3 times/month in 2019 to 6.7 times
currently, according to the expert.

®  The expert highlighted two distinct consumption occasions: i) Experiential dining (social and
celebratory occasions); and ii) Convenience-driven delivery consumption. Experiential dining
remains important for cuisines wherein food quality deteriorates during delivery transit.
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APPENDIX |

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Research Analyst(s) Certification

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

Rating System: Definition of ratings

Rating Meaning

BUY Expected return >= 15% over the next twelve months.

ADD Expected return >= 5% and < 15% over the next twelve months.
REDUCE Expected return >= -10% and < 5% over the next twelve months.
SELL Expected return < -10% over the next twelve months.

Note: For REITs (Real Estate Investment Trust) and InvIT (Infrastructure Investment Trust) total expected returns include dividends or DPU (distribution per unit)

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select recipient
of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of JM
Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial
Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and certification
from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any assurance of returns
to investors.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing offerings
of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) covered herein. JM
Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from the company(ies)
mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, or may have any
financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, it may have potential
conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the company(ies)
covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of
this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 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. This report is provided for
information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been prepared
by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional Securities may
have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered in this report by
studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the views/recommendations expressed in
such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.
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This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional Securities
and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for
sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of and to observe
such restrictions. Please click here to access our detailed Terms and Conditions, including the Most Important Terms and Conditions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the United
States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 1934 (the
"Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for purposes
of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule 15a-6 and
is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are not a major
U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM Financial Institutional
Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered broker-
dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing requirements of
FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report,
must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In the U.S., ]M
Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1177 Avenue of the Americas, 5" Floor, Offices 5045 and 5046, New York,
New York 10036. Telephone +1 (332) 900 4956 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons
falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside the United
Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and
Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such
persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or relied on by persons who are
not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant
persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as a
solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or sale
is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or similar
regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities described
herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your representation
that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as such term is defined
in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the information contained
herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the needs of the recipient. Canadian
recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized agents are not responsible for, nor
do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the information contained herein.
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