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Americana Restaurants

Unfavorable foreign currency and seasonality impacted bottom line

1Q23 Net profit lower than our estimates

Americana Restaurants’ (the Company/ Americana) net profit at-
tributable to equity shareholders declined 19.3% YOY to USD 58
Mn in 1Q23, lower than our estimate of USD 73 Mn. This was main-
ly driven by a decline in gross profit due to higher cost of revenue
and rise in operating expenses.

P&L highlights

Americana Restaurants’ revenue rose 2.1% YOY to USD 589 Mn in
1Q23 despite the holy month of Ramadan in which families gather
and enjoy home-cooked food instead of ordering or eating out. It
added 49 gross stores with like-for-like (LfL) sales growth of 1.7%
during 1Q23. The lower LfL sales is mainly due to month of Rama-
dan falling during the month of March 2023. Until the start of the
Ramadan, it recorded LfL growth of 7.5% from beginning of quarter
till 22 March 2023. The revenue was also impacted due to unfavor-
able foreign currency impact in Egypt and Lebanon impacting the
revenue by USD 32 Mn in 1Q23. On the other hand, the Company’s
cost of revenue rose 7.7% YQY to USD 289 Mn in 1Q23. Thus,
gross profit declined 2.8% YQY to AED 301 Mn in 1Q23 with a gross
margin of 51.0%. Moreover, selling and marketing expenses rose
4.2% YOY to AED 187 Mn in 1Q23 whereas G&A expenses declined
4.9% YOY to AED 47 Mn in 1Q23 resulting in a 3.2% YOY hike in
total operating expenses to USD 234 Mn. Thus, adjusted EBITDA
declined to USD 127 Mn in 1Q23 as compared to USD 134 Mn in
1Q22. EBITDA margin fell 175 bps to 21.5% in 1Q23. As a result,
total operating income declined 19.5% YOY to AED 66 Mn in 1Q23.
Furthermore, the Company’s finance income stood at USD 3 Mn in
1Q23 as compared to USD 1 Mn in 1Q23 whereas finance costs
grew 50.3% YQOY to USD 7 Mn in 1Q23. In addition, zakat expenses
declined 42.3% YOQY to USD 3 Mn in 1Q23 in line with a decline in
profitability.

Balance Sheet highlights

Americana Restaurants’ borrowing stood at USD 20 Mn in 1Q23 as
compared to USD 19 Mn in 4Q22. The Company’s cash and cash
equivalents increased to USD 329 Mn in 1Q23, up from USD 305
Mn in 4Q22. Furthermore, Americana Restaurants generated USD
91 Mn in cash flow from operating activities in 1Q23 as compared
to USD 149 Mn in 1Q22. Adjusted free cash flow declined from USD
91 Mn in 1Q22 to USD 17 Mn in 1Q23 with a conversion ratio of
21.9%. Americana restaurants incurred a capex of USD 31 Mn in
1Q23.

Target price and rating

We maintain our ACCUMULATE rating on Americana Restaurants
with a target price of AED 4.15. Despite headwinds of currency de-
valuation and the holy month of Ramadan falling in 1Q23, Ameri-
cana’s managed to increase its topline 2.1% YOY to USD 589 Mn in
1Q23 due to strong brand recall. The Company added 49 gross new
restaurants in 1Q23 and has a robust pipeline of restaurants
planned for 2023 wherein 63 restaurants are under construction,
66 sites are secured, 70 sites are approved, and 30 sites are under
review. The management plans to open 250-300 net restaurants
every year in the mid-term. Americana launched Pizza Hut and KFC
restaurants in Baghdad in April 2023 and also added two Peet'’s
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Dividend Yield (12m)
Dividend Pay-out (%)
Price-Earnings Ratio (x) N/A

Price-to-Book Ratio (x) 36.53
Book Value (AED) 0.03
Return-on Equity (%) N/A
Earning Per Share (AED) N/A
Beta N/A

Stock Performance

5 Days -0.79%
1 Months -2.85%
3 Months 3.59%
6 Months N/A

1 Year N/A

Month to Date (MTD) -4.34%
Quarter to Date (QTD) -1.57%
Year to Date (YTD) 26.26%
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Coffee outlets in UAE which will add to the topline growth. Americana also launched a loyalty program for
KFC in 1Q23 to offer differentiated customer experience leading to customer retention and drive repeat
orders. The launch of ALM platform in January 2023 will bring in automation and enhance the efficiency
of the Company’s delivery fleet. Americana is showing early signs of improvement in margins as gross
margin declined 7 bps QOQ to 51.0%, while EBITDA rose 248 bps to 21.5% in 1Q23. The Company fur-
ther expects due to phasing out of high cost of inventory margin is expected to improve in the second
half of 2023 in turn boosting profitability. Thus, considering the above-mentioned factors, we maintain
our ACCUMULATE rating .

Americana - Relative Valuation

(at CMP) 2022 2023F
PE(X) 32.85 26.88
PB(X) 29.92 22.13
EV/EBITDA 15.38 12.48
Dividend yield 2.5% 2.6%

FABS Estimates & Co Data

Americana - P&L

(AED mm) 1Q22 4Q22 1Q23 1Q23F Var. YOYCh. QOQCh. 2022 2023F Change
Revenue 578 608 589 619 -4.8% 2.1% -3.0% 2,379 2,717 14.2%
COGS -268 -297 -289 -303 -4.8% 7.7% -2.8% -1,148 -1,297 12.9%
Gross Profit 309 310 301 316 -4.8% -2.8% -3.1% 1,230 1,421 15.5%
S&M Expenses -179 -188 -187 -195 -4.3% 4.2% -0.6% -739 -860 16.4%
G&A Expenses -49 -54 -47 -50 -5.2% -4.9% -13.0% -193 -217 12.6%
Other Income 3 7 1 4 -77.9% -72.9% -88.2% 17 18 9.0%
Total Operating Exp. -227 -242 -234 -241 -2.7% 3.2% -3.2% -915 -1,059 15.8%
EBITDA 134 116 127 132 -4.2% NM 9.7% 536 649 21.2%
EBIT 82 68 66 75 -11.8% -19.5% -2.7% 315 361 14.7%
Financing income 1 2 3 2 90.1% NM 54.9% 4 6 67.4%
Financing cost -5 -7 -7 -8 -8.4% 50.3% -1.5% -25 -28 14.1%
Profit Before Zakat 78 65 62 68 -9.9% -20.8% -4.7% 272 340 25.0%
Zakat -5 -1 -3 -5 -40.1% -42.3% 151.8% 9 23 159.5%
Net Profit 73 64 59 73 -19.7% -19.4% -7.5% 263 317 20.5%
Non-controlling interest 1 0 1 0 NM -28.6% NM 4 0 NM

Net profit

FABS Estimates & Co Data

Americana - Margins

1Q22 4Q22 1Q23 YOYCh. QOQ Ch. 2022 2023F Change
GPM 53.5%  51.1%  51.0% -255 -7 51.7% 52.3% 57
EBITDA 23.3%  19.0%  21.5% -175 248 22.5% 23.9% 138
OPM 142%  11.2%  11.2% -300 3 13.3% 13.3% 5
NPM 12.5%  10.5%  9.9% -260 -64 10.9% 11.7% 76

FABS estimate & Co Data
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Valuation:

We use Discounted Free Cash flow (DCF) and Relative Valuation (RV) to value Americana Restaurants.
We have assigned 70% weight to DCF, and 30% to RV method.

Valuation Method Target Weight Weighted Value
DCF 4.29 70.0% 3.00
Relative 3.84 30.0% 1.15
Weighted Average Valuation (AED) 4.15
Current market price (AED) 3.75
Upside/Downside (%) +11%

1) DCF Method:

Americana Restaurants is valued using free cash flow to equity due to an insignificant amount of debt in
the company. We have discounted the cash flow using the cost of equity of 8.6%. Cost of equity is calcu-
lated by using 10-year government bond yield of 4.3%, beta of 1.00, and equity risk premium of 4.3%.
Government bond yield is calculated after adding Abu Dhabi 10-year spread over 10-year US risk free
rate. Also, assumed a terminal growth rate of 2.0%.

Sum of PV (USD, Mn) 2,046

Terminal value (USD, Mn) 7,798

FV to Common shareholders (USD, Mn) 9,844

No. of share (Mn) 8,424

Current Market Price (AED) 3.71

Fair Value per share (AED) 4.15

DCF method

Net income 317 396 484 584 707
(+/-) Depreciation & amortization 288 337 380 425 449
(+/-) CAPEX -163 -178 -193 -208 -207
(+/-) Working Capital 76 45 29 33 47

Net change in debt -169 -180 -204 -230 -257
Free Cash Flow to Equity (FCFE) 350 421 496 604 738
Discounting Factor 0.95 0.87 0.80 0.74 0.68
Discounted FCFE 331 367 398 447 503
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2) Relative Valuation:

We have used international peers to value Americana Restaurants and it is valued using the EV/EBITDA
multiple. It is valued at EV/EBITDA multiple of 13.1x in line with peers.

Herfy Food Services Co 713 7.8 8.6 14.6 15.6
Jolibee Foods Corp 4,494 11.6 NA 29.4 NA
Domino'S Pizza Enterprises Ltd 3,792 13.8 13.8 24.8 25.3
Yum China Holdings Inc 20,771 9.1 9.8 26.4 23.8
Restaurant Brands International 18,905 12.4 12.5 20.1 21.9
Yum Brands 33,365 17.7 18.0 22.1 23.1
Domino's Pizza Inc 13,078 19.1 16.7 24.4 20.8
Starbucks Corporation 102,199 16.5 16.5 26.9 25.4
Average 13.5x 13.7x 23.6x 22.3x
Median 13.1x 13.8x 24.6x 23.1x
Max 16.8x 16.6x 26.5x 24.6x
Min 11.0x 11.2x 21.6x 21.4x
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial instrument. The information, opinions and material in this report have been obtained and derived from
publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accu-
racy and completeness of information and opinions expressed in this report. Opinions expressed are current
as of the original publication date appearing on the report only and the information, including the opinions
contained herein, are subject to change without notice. FABS is under no obligation to update this report. The
investments referred to in this report might not be suitable for all recipients. Recipients should not base their
investment decisions on this report and should make their own investigations, and obtain independent advice,
as appropriate. Any loss or other consequences arising from the uses of material contained in this report shall
be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-
sequence. The value of any investment could fall as well as rise and the investor may receive less than the
original amount invested. Some investments mentioned in this report might not be liquid investments, which
could be difficult to realise in cash. Some investments discussed in this report could be characterised by high
level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material
contained in this report. No part of this report may be reproduced, utilised or modified in any form either in
whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including
photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.
While utmost care has been taken to ensure that the information provided is accurate and correct, neither
FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the
recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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