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Dine-in revenue plays spoilsport

Lower footfalls drag dine in revenue

Westlife Foodworld (WLDL IN) reported Q3 sales of INR 6,003mn, down
2.4% QoQ/1.8% YoY, inline with our estimates of INR 6,033mn. This was
due to a decline of 9% YoY in SSSG. The on-premises business fell 5.1%
YoY, while off-premise grew 3.1% YoY (on a high base). Delivery business
contributed 42% to the overall revenue. The 9% YoY SSSG drop was led
by a 6% YoY decline in SSSG due to external issues, with ~30% of stores in
West and South India getting hit (saw a 10-50% dip in daily sales from
mid-October).

Sharp decline in SSSG; inflationary pressures stable

Revenue growth was muted due to an SSSG dip of 9% in Q3, led by: 1)
high base impact, 2) no positive impact from the Cricket World Cup
(CWC]), 3) high competitive intensity, 4) sentiment impact (boycott due
to misinformation about stance on Israel-Gaza war) and 5) Chennai
floods. Expect a relief from the flood situation and negative sentiment
in the near term, which could offer some respite to SSSG, but
competitive intensity has also spiked in the burger category due to
companies such as Burger King/Good Flippin Burger/Burger Singh
scaling up, which may continue to strain growth. Levers such as
McCafé (90% of restaurants have McCafé) and Delivery segment (42%
revenue contribution in Q3) have largely played out. Pressure
continues to mount on growth for dine-in as footfalls did not revive
significantly. But WLDL (burger category) may continue to perform
better than the pizza category, as the latter could report much lower
SSSG. Gross margin may improve due to inflationary pressures cooling
off, but there may not be much improvement in EBITDA margin due to
the introduction of value-based products with lower margin.

Valuations: Maintain Reduce; TP unchanged at INR 880

WLDL has added mere 23 stores in 9MFY24 compared with full-year
guidance of 40-45 stores in FY24E, which could also be due to a muted
demand environment. We have estimated an SSSG of (1%)/3%/4.5% in
FY24E/25E/26E due to low demand and growth prospects. WLDL is
trading at 36.2x/31.7x FY25E/26E EV/EBITDA (pre IndAS). The stock has
corrected 11% in the past six months, factoring in muted performance.
We believe there is little room for growth to rebound in the next two
quarters and valuations are at a premium given muted growth prospects.
We cut FY25E/26E revenue estimates 7.0%,/8.6% factoring on lower SSSG
and EBITDA estimates 8.6%/9.2% factoring in lower margins. We maintain
Reduce based on 34x one-year forward EV/EBITDA (pre IndAS) and roll
over to March 2025E TP of INR 880.

Rating: Reduce

Target Price: INR 880

Upside: 5%

CMP: INR 838 (as on 31 January 2024)

Key data
Bloomberg /Reuters Code

WLDL IN/WEST.BO

Current /Dil. Shares O/S (mn) 156/156
Mkt Cap (INR bn/USD mn) 131/1,574
Daily Vol (3M NSE Avg) 177,488

Face Value (INR) 2
1 USD =INR 83.0

Note: *as on 31 January 2024; Source: Bloomberg
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Shareholding (%) Q4FY23 QI1FY24 Q2FY24 Q3FY24

Promoter 56.2 56.2 56.2 56.2
Institutional Investors 338 338 34.1 345
Other Investors 1.1 1.1 1.0 0.9
General Public 8.9 8.9 8.7 8.4
Source: BSE

Price performance (%) 3M 6M 12M
Nifty 13.9 10.0 23.0
Westlife Foodworld 5.6 (10.5) 14.0
Jubilant Foodworks 37 8.6 6.7

Source: Bloomberg

(INR mn) Q3FY24 Q3FY24E Diff (%) Q2FY24 QoQ (%) Q3FY23 YoY (%)
Revenue 6,003 6,033 (0.5) 6,147 (2.4) 6,115 (1.8)
EBITDA 958 959 (0.1) 997 (3.9) 1,103 (13.1)
Net Profit 172 208 (17.2) 237 (27.2) 404 (57.3)
EPS (INR) 1.1 1.3 (17.2) 1.4 (22.9) 23 (52.6)
EBITDA Margin 16.0 15.9 16.2 18.0
Net Margin 2.9 35 3.9 6.6
Key Financials
YE Revenue YoY EBITDA EBITDA Adj PAT YoY Fully DEPS RoOE RoCE P/E EV/EBITDA
March (INR mn) (%) (INRmn) margin (%) (INRmn) (%) (INR) (%) (%) (x) (x)
FY23 22,775 445 3,734 16.4 1,116 (6,797.5) 7.2 21.7 13.2 117.1 35.1
FY24E 24,337 6.9 4,064 16.7 1,119 0.3 7.2 18.0 12.3 116.8 32.1
FY25E 26,924 10.6 4,631 17.2 1,403 253 9.0 18.8 13.0 93.2 27.8
FY26E 30,020 11.5 5,193 17.3 1,749 24.7 11.2 19.3 13.2 74.7 24.4

Note: pricing as on 31 January 2024; Source: Company, Elara Securities Estimate

Karan Taurani ® karan.taurani@elaracapital.com® +91 22 6164 8513
Rounak Ray ° rounak.ray@elaracapital.com ® +91 22 4204 8684
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Financials (YE March)

Income Statement (INR mn) FY23 FY24E FY25E FY26E Revenue growth & margin trend
Net Revenues 22,775 24,337 26,924 30,020 35.000 - 173 - 174
EBITDA 3,734 4,064 4,631 5,193 30,000 | L 172
Add:- Non operating Income 210 190 259 397 25000 L 17.0
OPBIDTA 3,944 4,254 4,890 5590 = L 168
Less - Depreciation & Amortization 1,522 1,723 1,871 2019 E 20,000 1 L l66S
EBIT 2,422 2,531 3,019 3,571 £ 15000 1 L 164
Less:- Interest Expenses 927 1,035 1,144 1,232 10,000 1 L 162
PBT 1,495 1,496 1,875 2,339 5,000 A - 16.0
Less - Taxes 379 377 473 589 0 T T T 15.8
Adijusted PAT 1,116 1,119 1,403 1,749 FY23  FY24E FY25E FY26E
Reported PAT 1,116 1,119 1,403 1,749 Net Revenues ~ ===s=== EBITDA Margin
Balance Sheet (INR mn) FY23 FY24E FY25E FY26E " )

. Source: Company, Elara Securities Estimate
Share Capital 312 312 312 312
Reserves 5,347 6,467 7,869 9,619
Total borrowings 2,070 2,070 2,070 2,070 ) )
Trade Payables 1,877 1,997 2224 2480 Adjusted profit growth trend
Other liabilities 11,383 12,066 13,197 14,551 2,500 - r 3,500
Total Equity & Liabilities 20,989 22912 25,673 29,032
Fixed Assets 7,006 7,383 7,562 7,493 o 03 | 253 247 o
Investments 1,299 1,299 1,299 1,299 g ' - _
Inventories 714 763 844 941 £ g
Trade Receivables 107 114 126 141 ~ (2,500) - - (3,500)
Cash & other bank balances 284 1,173 2,667 4,793
Other assets 11,579 12,180 13,175 14,365
Total Assets 20989 22912 25673 29,032 (5000) & ¢ (67975] - (7.000]

4 d 4 4 FY23 FY24E FY25E FY26E
Cash Flow Statement (INR mn) FY23 FY24E FY25E FY26E )
- Adjusted PAT g PAT Growth

Operating Cash Flow 3,485 3,752 4,292 4,748
Less:- Capex (2,696) (2,100) (2,050) (1,950) Source: Company, Elara Securities Estimate
Free Cash Flow 789 1,652 2,242 2,798
Investing Cash Flow (2,653)  (2511) (2785) (2744
Financing Cash Flow (981) (352) (13) 122 Return ratios
Net change in Cash (149) 889 1,494 2,126
Opening Cash 231 83 972 2,466 25
Closing Cash 83 972 2,466 4,592 20 - 2"7\18_0 188 _o 193
Ratio Analysis FY23 FY24E FY25E FY26E 5 M
Income Statement Ratios (%) 13 e e —f 132
Revenue Growth 445 6.9 106 115 10 - 123 130
EBITDA Growth 97.8 8.8 13.9 12.1 5 |
PAT Growth (6,797.5) 0.3 25.3 24.7
EBITDA Margin 16.4 16.7 17.2 17.3 0 Fya3 T FyoaE T - T FY26E '
PAT Margin 4.9 4.6 52 5.8
Return & Liquidity Ratios === ROE (%] === ROCE (%)
Net Debt/Equity (x) 0.4 0.3 0.3 0.2 Source: Company, Elara Securities Estimate
ROE (%) 21.7 18.0 18.8 19.3
ROCE (%) 13.2 12.3 13.0 13.2
Per Share data & Valuation Ratios
Diluted EPS (INR/Share) 7.2 7.2 9.0 11.2
EPS Growth (%) (6,797.5) 0.3 253 247
DPS (INR/Share) 0.0 0.0 0.0 0.0
P/E Ratio (x) 1171 116.8 93.2 74.7
EV/EBITDA (x) 35.1 32.1 27.8 24.4
EV/EBITDA (pre IndAS, Xx) 43.6 42.1 36.2 31.7
EV/Sales (x) 5.8 5.4 4.8 4.2
BVPS (INR) 36.3 43.5 525 63.7
Price/Book (x) 23.1 19.3 16.0 13.2

Note: pricing as on 31 January 2024; Source: Company, Elara Securities Estimate
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Gross margin up 10bps YoY to 70.3%

Q3 gross margin improved 10bps YoY (up 20bps QoQ) to
70.3%, aided by stable input cost basket and cost
optimization. COGS declined 2.2% YoY (down 2.9% QoQ).
Restaurant operating margin stood at 22.5%.

WLDL reported an EBITDA of INR 958mn, down 13.1% YoY
and 3.9% QoQ, whereas EBITDA margin was 16%, down
210bps YoY and down 30bps sequentially.

Q3 profit after tax was INR 172mn (including-Ind AS
impact), down 52.6% YoY (down 22.9% QoQ), led by the
fall in topline, increase in depreciation (up 18% YoY) and rise
in interest expense (up 20.3% YoY). Though tax expense
declined 49.7% YoY, PAT margin was 2.9%, down 310bps
Yoy.

WLDL opened 11 new stores, taking the total count to 380
restaurants in 59 cities. It is targeting to add 40-45 new
restaurants in FY23 and 580-630 by 2027. Close to 90% of
its restaurants have McCafé now, while 275 of them (~72%)
are ‘Experience of The Future’ (EOTF) restaurants.

On the digital front, cumulative downloads were 30mn,
with 12% YoY rise in MAU and ~67% sales through the
digital channel.

Conference Call — Highlights

= About 30% of affected stores in South and West India
saw issues that were beyond WLDL's control, which
led to a decline in reported SSSG.

= The impact will most likely be reversed in the next 1-2
quarters.

= Decreased frequency of dining-out is linked with the
overall economic slowdown.

= WLDL aims to achieve high single-digit SSSG in the
medium term.

= Historically, WLDL has faced significant decline in SSSG
every five years, typically lasting a quarter or two.

Exhibit 1: Change in estimates

The -3% YoY normalised SSSG in Q3 may be partially
attributed to a high base from the previous year.

Value offerings have been introduced to address
sluggish demand, including an Extra Value meal
starting at INR 149. This may continue to be a
cornerstone for WLDL's Vision 2027 strategy, which
will be communicated extensively to customers
through branding efforts.

The Loyalty Program is adopted globally, wherein
customers earn loyalty points with each purchase,
which they can redeem for items such as burgers,
coffee, or meals once they reach a certain point
threshold.

Despite the emergence of numerous localized burger
chains, McDonald's faces minimal competitive pressure
nationally. The entry of these players may stimulate
growth in the burger category.

WLDL continues to focus on cost optimization, despite
already making substantial progress in streamlining
expenses.

Gross margin may be stable in the near future, as raw
material costs show no signs of significant fluctuation.

WLDL is confident of achieving its store opening target,
aiming for 40-45 stores in FY24 and 45-50 in FY25.

A limited number of McCafé stores have introduced
croissants to assess their popularity among coffee
drinkers.

Trial products are usually rolled out in 5-10 stores to
gauge consumer demand and uptake.
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Earlier Revised Change (%)
(INR mn) FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 25,476 28,948 32,856 24,337 26,924 30,020 (4.5) (7.0) (8.6)
EBITDA 4,370 5,066 5717 4,064 4,631 5,193 (7.0) (8.6) (9.2)
PAT 1,339 1,661 2,094 1,119 1,403 1,749 (16.4) (15.6) (16.5)
EPS (INR) 8.6 10.7 13.4 7.2 9.0 1.2 (16.4) (15.6) (16.5)

Source: Elara Securities Estimate
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Date Rating Target Price Closing Price
6 3-Feb-2022 Accumulate INR 570 INR 497
7 3-Mar-2022 Accumulate INR 540 INR 453
8 29-Jul-2022 Accumulate INR 650 INR 584
9  9-Nov-2022 Accumulate INR 885 INR 781
10 1-Dec-2022 Accumulate INR 850 INR719
11 9-May-2023 Accumulate INR 815 INR 768
12 27-July-2023 Reduce INR 880 INR 898
13  15-Sep-2023 Reduce INR 940 INR 983
14 26-Oct-2023 Reduce INR 880 INR 883

Guide to Research Rating

BUY
ACCUMULATE
REDUCE

SELL

Absolute Return >+20%
Absolute Return +5% to +20%
Absolute Return -5% to +5%
Absolute Return <-5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this
Note is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in
understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of
companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own
advisors to determine the merits and risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide
independent and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities
(India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors
and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this
information. Elara Securities (India) Private Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own
account transaction in or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking
or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions as a separate,
distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This Note
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
Jjurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India) Private
Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be
restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the
Recipient will promptly return all material received from the company and/or the Advisors without retaining any copies thereof. The Information given in this
document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This Information is
subject to change without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to
this statement as may be required from time to time. However, Elara Securities (India) Private Limited is under no obligation to update or keep the information
current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for
any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no
change in the business or state of affairs of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this
document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. Elara Securities (India)
Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her
personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly
related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or
arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial
interest in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial
ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara
Securities (India) Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or
more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her
relative or Elara Securities (India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the
Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate
entities may have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company or third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.
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Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although
we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.

Disclosures for U.S. Investors

The research analyst did not receive compensation from Westlife Foodworld Limited.

Elara Capital Inc.’s affiliate did not manage an offering for Westlife Foodworld Limited.

Elara Capital Inc.’s affiliate did not receive compensation from Westlife Foodworld Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from Westlife Foodworld Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it
should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or
strategies mentioned herein may not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice,
and are only correct as of the stated date of their issue. Prices, values or income from any securities or investments mentioned in this report may fall against the
interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please
note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that
investment to the investor. The information contained in this report does not constitute advice on the tax consequences of making any particular investment
decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a recommendation
of particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is
suitable for your particular circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual
future performance could differ materially from these “forward-looking statements” and financial information.
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