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Restaurant Stocks 

Sonic Corp (SONC) beat analyst estimates in the fiscal first quarter that ended in November thanks to its 
drive-in style at restaurants and other client groups. Same-store sales jumped 5.3% while earnings rose 
33% to 24 cents a share. Revenues were up 4.3% to $145.8 million compared to $139.8 million a year ago.  

The company brought its total costs at drive-ins down 140 basis points to 84.9% saving on food and 
packaging as well as payroll costs. So earnings outpace revenue by seven times. The stock is up +0.65% in 
the past six months but down -5.95% yearly. 

Chipotle Mexican Grill Inc (CMG) has created a very powerful restaurant image revolving around a 
consumer shift toward naturally raised protein and organic foods. That has in turn created a critical source 
of pricing power as well as differentiation from other fast-casual restaurants. The stock is down -31.29% in 
the past six months and down -36.11% yearly. 

Chipotle responded to the aftermath of norovirus and Escherichia coli bacteria in multiple states, but its 
advantages remain positive over the long term. The company has other branches, such as Pizzeria Locale 
and ShopHouse, which would add value to its well-respected brand. 

In terms of growth, Chipotle was founded in 1993 based in Denver, Colorado. It now operates 1,900 
restaurants including 17 places outside the U.S. and eleven shop houses of Southeast Asian foods. 

Yum! Brands Inc (YUM) is running five food-service segments: Yum China, Yum India, the KFC Division, 
the Pizza Hut Division, and the Taco Bell Division. Its shares gained +1.42% in the past six months but 
are down -3.34% yearly. 

This quarter same-store sales may be helped by a January KFC chicken bucket promotion. The same 
discount in November 2013 generated a roughly 16% increase in same-store sales at KFC during the first 
10 days of the month, before sales dropped by 8% for the remainder of the month. 

Yum! Brands will report its fourth quarter earnings results on February 3. The Louisville, KY-based 
company said in December its Chinese division posted a 1% increase of same-store sales. The company 
plans to spin off its China division into a separate, publicly-traded franchisee in Mainland China. 

Results in the third quarter came in above the industry’s average ones. Net income jumped 4.2% to $404 
million from $421 million a year ago. The company’s cash flow was boosted up 64.77% to $870 million 
compared to 8.56% in the industry. During the past fiscal year Yum! earned $2.29 per share compared to 
$2.36 in the prior year. The market in 2016 expects an improvement to $3.15 a share.   

Stocks to Watch  

Starbucks Corp (SBUX) is going to add new stores in China despite global jitters over the slowing 
economies in Asia. The Seattle-based café giant already runs 2,000 stores in 100 Chinese cities. Chief 
executive Howard Shultz said that the eatery expects to open 500 stores in China every year through 
2019. It is also brining new branded drinks to India. 

Coffee and tea consumption in North America is growing. Furthermore, in the southeast the exit of 
Bojangles' Inc’s (BOJA) Famous Chicken ‘n Biscuits from metro Orlando opened space for the first 



Starbucks café in St. Cloud. In light of strong sales and investment opportunities, Starbucks’ shares are up 
+6.58% in the past six months and +46.33% yearly. 

McDonald's Corp (MCD) is presently overvalued trading at a price-to-book of 12.72, higher that the 5.56 
peer median. The stock is up +17.71% in the past six months and +27.47% yearly.  

Earnings of the international fast-food chain jumped in the third quarter to $1.40 a share from $1.09 a year 
ago. Currency headwinds hit revenue, which fell 5% to $6.62 billion from $6.99 billion. Sales at eateries 
open at least 13 months jumped 4% on slower growth in the United States. 

Peer companies are: Carrols Restaurant Group Inc (TAST), Darden Restaurants Inc (DRI), Good Times 
Restaurants Inc (GTIM), Jack in the Box Inc (JACK), Wendy’s Co (WEN) and Whitbread PLC ADR 
(WTBCY).  

Wal-Mart Stores Inc (WMT) is having shares down -14.38% in the past six months and -27.33% yearly 
after closing 60 stores in Brazil, or a 10% cutout. On the other hand the convenient store giant hired 
60,000 seasonal employees to work at its stores in the United States in view of the holiday selling season. 

After raising its employees’ hourly payment, Wal-Mart would closely rely on higher profits to advance to 
a further change. Peer companies are Target Corp (TGT) and Costco Wholesale Corp (COST). 

Net profit in the third quarter beat expectations but fell to $3.304 billion or $1.03 per share, compared 
with $3.711 billion or $1.15 per share a year earlier. Sales of U.S. stores open at least a year rose by 1.5%. 
Wal-Mart said traffic to its roughly 4,600 stores increased by 1.7%. 

Consolidated revenue fell 1.3% $117.4 billion, weighed down by its international operations, which have 
been hurt by a stronger dollar. 

The CEO of Wal-Mart in Brazil left to join Mexico’s largest retailer, Wal-Mart de Mexico SAB de CV 
(WALMEX:MM) that sells food, clothing, and other merchandise via a variety of store formats. It 
operates Wal-Mart supercenters, Sam's club wholesale outlets, Bodega discount stores, Superama 
supermarkets, and Suburbia apparel stores. 


