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Share Price Performance

A volatile stock performance in recent years which was rattled by the management scandals

Sources: Financial Times, Forbes, CNBC, Wallstreet Journal, CapitalIQ

Share price – Major Events

Key stats

▪ [1] 01.11.2017 ( -17.6% ) – John Schnatter

criticizes the National Football League’s 

handling of players protesting racial inequality and 

claims the polarization of the country is hurting 

Papa John’s sales

▪ [2] 19.07.2018 (-21.6%) – Forbes publishes an 

article regarding racial slurs (“n-word”) made by 

John Schnatter during a conference call. He 

resigns as chairman of the company

▪ [3] February 2020 (-49.3%) – COVID-19 hits the 

US markets and wipes out half of Papa John’s 

market capitalization within weeks

▪ [4] April – August 2020 (97.7%) – The company 

manages to overcome the stock fall and profit off 

higher demand for fast-food delivery, driven by 

remote working and restaurant closures 

▪ [5] 08.02.2021 (-24.2%) – After reaching an all-

time high at the beginning of February, the stock 

falls after trading ex-dividend

[1]

[2]

[4]

[3]

[5]

▪ 52 Week Range: 73.12 – 110.33

▪ Avg Volume: 413,257

▪ Market Cap: 3.19 B

▪ Shares Outstanding: 33.08 M 

▪ Beta: 1.04



© Equity Research- 4 - | Valid until 10/06/2022

Investment Thesis

Due to a lack of effective marketing and expansion the company struggles to stand out 

Source: Team Analysis
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Market Saturation

Fierce Competition

ManagementWeak Expansion

Innovation efforts

Key investment highlights

The current management of the company enjoys approval by shareholders 

and offers substantial experience within the fast-food industry

The company makes decent efforts to stay on par with industry competitors 

in the field of data cloud strategy and management  

Due to the fast-food pizza segment being an oligopolistic market, the 

company struggles to break through market share barriers

Papa John’s does not offer any sort of USP in their field 

Papa John’s struggles to implement an effective expansion strategy on 

an international as well as a domestic level

The market the company operates in is highly saturated (especially for 

large multi-regional chains)
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Company Overview 

An established player in the QSR1 industry heavily impacted by management scandals

Company description

Sources: Company Website, FundingUniverse, CNBC, Forbes, Financial Times, Company Reports

Management board

Key financials Founder & former CEO John Schnatter

▪ America’s 4th largest fast-food company in the pizza segment

▪ Current company headquarters in Louisville, Kentucky 

(founded in Jeffersonville, Indiana in 1984)

▪ 130,000 employees worldwide associated with business 

(16,700 excluding franchise employees)

▪ Over 5,400 locations worldwide, 588 are company-owned 

(more than 2,100 international locations)

▪ IPO: June 1993 with 1.55 million shares issued at $13 per share

US-Dollar in millions FY 2018 FY 2019 FY 2020 Q1 2021

Revenue 1,662.9 1,619.2 1,813.2 511.7

Revenue Growth (%) (6.8%) (2.6%) 12% 24.8%

EBITDA 78.0 71.8 140.0 59.7

CAPEX 42.0 37.7 35.7 7.0

Net Income 2.5 4.9 57.9 33.9

Leverage Ratio 1.2 3.5 2.4 2.0

Robert Lynch

President &

Chief. Executive

(since 2019)

Marvin Boakye

Chief People and 

Diversity Officer

(since 2019)

Amanda Clark

Chief Development

Officer

(since 2020)

Jim Norberg

COO,

North America

(since 2019)

Management has long-time experience in QSR Industry. 

11/2017

01/2018

02/2018

05-07/2018

Schnatter uses: “N-word”

on conference call & later 

resigned as chairman 

John Schnatter blamed 

declining sales on NFL 

players and their national 

anthem protests

Schnatter resigned as CEO

NFL ended sponsorship

deal

1QSR: Quick Service Restaurants
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Business Model

Commissaries and Franchisees are the key pillars of Papa John‘s business model

Historical revenues by segment (in million US-Dollars)

Sources: Company Reports, Company Website

Domestic vs. International revenues and locations

Revenue and cost drivers Risks and needs regarding business model

93%

7%

61%

39%

Domestic revenues

International revenues

Domestic units

International units

Revenue Drivers Cost Drivers

High current significanceLow current significance

▪ Less capital intense 

expansion due to 

franchising model

▪ High depence on 

franchisees and 

less strategy 

flexibility

▪ High dependence 

on sole ingredient 

suppliers

▪ Diversification of 

product line and 

expansion plans

▪ Compatability of 

overall business 

model with COVID

1,400

1,600

1,800

2,000

0

500

1,000

2016 2017 2018 2019 2020

Domestic Company-owned restaurant sales North America franchise royalties and fees

North America commissary revenues International revenues

Other revenues Total revenues
▪ Domestic restaurants – 3,289 ▪ International restaurants – 2,111

Risk

Needs
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Strategy

Weak selling propositions and innovation efforts accompanied by an ordinary pricing strategy

USP and marketing

Sources: Company Website, Competitors’ Websites, CNBC

Expansion and innovation strategy

Price of a large Pepperoni Pizza by country (in US-Dollars) Price of a large Pepperoni Pizza by chain (int. average in US-Dollars) 

Company does not offer a visible USP or layed out marketing strategy!

Similar product portfolio as competitors (also non-distinguishable!)

Better ingredients, better pizza ? → (shift of customer preferences 

towards healthier options)

Although, proven to be of value in the past, no current large 

sponsorships (e.g., National Football League)

Only positive: efforts with mobile app; good ratings and popularity and

efforts for better data management

Geographical 

Expansion

Management & 

Representation

Technological

Inovation 

Distribution 

Channels

Europe Management Data Management Delivery channels

Asia Public Perception Accessibilty Eat in

0 10 20 30 40 50 60 70

Mexico

India

USA

UK

Mexico India USA UK

Papa John's 11.2 10.71 13.50 20.63

Domino's 8.45 11.69 15.99 20.89

Pizza Hut 9.95 8.75 14.99 20.25

0
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16

Papa John's Domino's Pizza Hut Little Caesar's (US
only)

International average per chain Overall average
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Supply chain

The internal supply chain is an integral part of Papa John’s business model

Sources: Company Reports, Business Insider, CNBC

SUPPLY PRODUCTION DISTRIBUTION 

Mozzarella

Leprino Foods

Meat toppings

Tyson Foods

Tomato sauce

Stanislaus Food Products

All others

Not disclosed

Pricing

Futures Price (Chicago: CME)

Internal

Restaurants, locations and trailers are leased 

Stores must purchase from Papa John’s

QC Centers delivery: twice per week

High degree of Papa John’s product usage

QC centers

Supply chain software

Manhattan Associates

Delivery

Main partners

In-house delivery drivers

COVID-19

Rise in demand

Digital

Google Cloud

Application

Similar supplier

Same supplier for cheese & meat toppings

Coca Cola  is the exclusive beverage supplier 

in the USA

They do not have long-term contracts with 

certain of their suppliers

No purchase obligations

Properties (restaurants not included) are 

mostly leased, tractors and trailers as well

Franchisees voluntarily choose to obtain food, 

supplies and equipment from Domino's

Supply chain segment accounted for $2.42 

billion, or 59% of our consolidated revenues

Aggregator conflict

Diverse, young customer base

No third-party delivery, therefore able to control 

their data and benefit from insights 

Higher rated app in app store

COMMONS

DIFFERENCES

COMPARED TO DOMINO’S
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Industry & Market Overview I

Fast-food industry is expected to grow constantly while pizza industry will stagnate

Global fast-food market revenue

Sources: Statista, CapitalIQ, Forbes, CNBC, Industry & Market Reports

Global fast-food market revenue by brand 

Pizza sales worldwide per country Pizza in % of total fast-food market
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In $ billion

2016 20182017 2019 2020 2022*2021*

+4%

+4%
+18%

21% 8%

3%

3%

59%

McDonalds KFC

Starbucks

Chipotle

Subway

Domino’s Pizza

Pizza Hut

Burger King

Tim Hortons Other

McDonald´s is dominating the market, while pizza chains do not play

a crucial role

USD 1.9 bn US 49.3 bn Country out of scope

79% 21%

Fast Food without Pizza Pizza

The pizza market comprises around a fifth of the the overall fast 

food market
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Industry & Market Overview II

Stagnating growth in North America and demand for frozen pizza is growing

USA Pizza sales growth rate Global frozen pizza market

Consumer spending on pizza delivery

Sources: Statista, Industry & Market Reports, Bloomberg
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Food delivery CAGR between 2017 – 2019 of

10%, while for pizza delivery only 6%

Main concern for food delievery: Upredictabel

demand putting extra pressure on kitchen

Conclusion: Consumer spending declining

for past 15 years and between 2019 – 2020 

Covid-19 related increase
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Industry & Market Trends

Market trends indicate a stagnant domestic market, growth potential remains internationally

Market growth drivers, brakes & market trends

Sources: Team Analysis, Market & Industry Reports

Restaurant 

Restrictions

Stagnating

Domestic

Market

Increased

Competition

Consumer 

Spending

Growing International Markets

Reduction of 

Restaurant 

Footprint

Growing International Markets

There are extensive growth opportunities for fast food chains in 

China, India, and UK

Reduction of Restaurant Footprint

Multiple franchised stores have been closed in recent years 

across both domestic and international markets

Stagnating Domestic Market 

The north-American pizza market has remained at similar levels 

in recent years

Restaurant Restrictions

Delivery-first pizza franchises benefit from dine-in restrictions, i.e.

increasing demand for delivery fast food

Consumer Spending 

Consumer spending is returning to pre-coronavirus levels, 

meaning that people are more likely to spend less on fast food

Increased Competition

There is a highly competitive landscape in the pizza industry with 

Domino’s leading the industry
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Market Overview

Domino‘s is already dominating the markets in the US, UK and India

Sources: Thomson Reuters, Statista, Industry & Market Reports

China

▐ Pizza market is expected to have a CAGR of around 8% until 2027

▐ Great opportunity and scaleabilty in China compared to other countries

▐ New generations in China become more familiar with Pizza – dairy perception changing

▐ Domino‘s focus is on pizza delivery while competitors focus on dine-in

United Kingdom

▐ Pizza is now the fastest growing dish out-of-home and one of the top three UK menu items

▐ Pizza market worth $ 6.9 billion, delivery market worth around $ 3 billion 

▐ Food delivery market worth $ 5.98 billion and expected CAGR of 5.56% (2021-2024)

▐ Domino‘s is the market leader

North America

▐ North-American pizza market is stagnating

▐ 2nd largest market in the world & pizza market worth $ 48.6 billion

▐ Through 3rd party delivery independent restaurants most likely to gain market share

▐ Domino‘s is the market leader and has a clear expansion strategy compared to Papa John‘s

India

▐ Pizza is one of the fastest growing food segments in India

▐ Pizza market worth $ 1.5 billion & food delivery market worth $ 10,17 million and expected CAGR of 7.94% (2021-2024)

▐ Due to increasing access to high-speed internet & growing working population propelling growth rate expected

▐ Papa John‘s has not entered the market yet, Domino's is constantly expanding
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Competitive Landscape

Low business growth estimated for most pizza players, except for Domino’s

Sources: Company Website, Company Report, Bloomberg, Competitor‘s Websites, Competitor’s Reports 
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Metrics Papa John´s Domino’ s Pizza Hut Little Caesars Pizza Papa Murphy`s

14inch Pepperoni   

Pizza less than $13

Own delivery system

3rd party delivery

Innovative way to  

order

Represented in more 

than 25+ countries

Focus merely on QSR 

serving pizza

Dine-in important for

business model

Qualitative Peer Metrics

Papa John‘s has similar metrics as its competitors and is not able to differentiate themselves

USA Main competitors

Sources: Company Website, Company Report, Bloomberg, Competitor‘s Websites, Competitor’s Reports 
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Major Peer Overview

Domino‘s outperforms Papa John‘s and other competitors in most metrics

Customer satisfaction Employee satisfaction (Rating from 1 – 5)

Revenue per unit and relation to total number of stores

Sources: Apple, Yelp, Statista, Indeed.com, Company Website, Competitors‘ Websites
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Papa John's Domino's Pizza Hut Little Caesar's

▪ Papa John’s and Domino’s show very 

similar revenue per unit, which is most 

likely due to their similar business models 

and pricing strategies

▪ Although Pizza Hut is comparable to 

pricing, their store count is higher due to a 

larger emphasis on eating in

.

▪ Little Caesar’s shows entirely different

results when looking at this metric, due to 

the fact that their prices are much lower 

than those of their main competitors, 

growing their product offerings in popularity
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Key Ratios of the Industry

A favorable higher proportion of franchise locations is better exploited by main competitors

Correlation between metrics

Sources: Company Reports, Competitor’s Reports

2) Revenue plotted against proportion of franchised stores

1) Revenue and 

geographies
Strong correlation

▪ A stronger and more diversified 

reach will allow a restaurant to 

capitalize off a larger customer 

base

2) Revenue and 

franchises
Moderate correlation

▪ The amount of franchised stores 

within a corporation seems to 

correlate positively with revenue. 

This could be due to more cost 

efficiency and less capital 

intense expansion

3) Revenue and 

employees
Weak correlation

▪ We believe that the reason for a 

non-obvious correlation between 

the amount of employees and 

revenue is due to the larger 

dependence on the type of 

business model

Mean

Median

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

88% 90% 92% 94% 96% 98% 100%

R
e
v
e
n
u
e

M
ill

io
n
s

Franchised stores

Mean

Median

0

100

200

300

400

500

600

0 5 10 15 20 25 30 35 40

R
e
v
e
n
u
e
/U

n
it T
h

o
u
s
a
n
d
s

Employees

Thousands

Mean

Median

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

0 20 40 60 80 100 120

R
e
v
e
n
u
e

M
ill

io
n
s

Countries

3) Revenue/Unit plotted against global non-franchise employee

1) Revenue plotted against countries the company operates in

Number

Proportion



© Equity Research- 20 - | Valid until 10/06/2022

Financial Analysis I

Papa John’s shows clearly weaker financial metrics than Domino’s and other peers

COGS as a % of revenue CAPEX as a % of revenue

Sales growth and EBITDA Margin

Sources: Capital IQ, Company Reports
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Financial Analysis II

Significant increase in cash cannot be fully utilized

Cash flows activities and cash

Sources: Capital IQ, Company Reports

Acid test ratio (in million US-Dollars)

▪ Cash increase in 2020 due to high 

cash from operating activities in 

particular accrued expenses and 

other current liabilities and net 

income in comparison to other years

▪ High net income as a result of a very 

successful year driven by increased 

demand for delivery pizza 

positively impacted by Covid-19

▪ Acid test ratio rose closer to 

the peer median due to 

increase in cash and cash 

equivalents

▪ It was low in past years due 

to high accrued expenses

▪ If Papa John’s wants to 

maintain healthy liquidity it 

won’t be able to invest 

much of its cash
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Scenario Analysis

Changes in market share will determine future performance of Papa John‘s

Sources: Team Analysis

Bullish Scenario
▪ Increased ability of Papa John’s to capture market share 

▪ Smaller and struggling players forced out of the market due to the fierce 

competitive environment

▪ 22% increase in market share for Papa John’s

Base Scenario
▪ Strong performance in 2021 following recovery 

from the current pandemic

▪ Most financial and operational indicators 

experience a reduction in growth rates from 

2022 onwards

▪ Domestic and international dominance of Papa 

John’s core competitors

Bearish Scenario
▪ Consistent loss in domestic and international market share to Domino’s

▪ Negative trends in the pizza service industry

▪ Losses in market share Papa John’s leads to closure of stores resulting in 

worsening revenue streams overtime

02
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-3%

-10%

-17%

98.87

91.17

84.56

101.78

Current Share 
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DCF Analysis

Operating assumptions and revenue drivers lead to an unexceptional financial performance

Key forecasted financials (in million US-Dollars)

Sources: Team Analysis, Statista, Competitor‘s Reports 

Revenue: Despite strong FY21, Papa John’s fails to capture necessary 

market share to increase revenue overtime

Gross Profit: Expected closure of stores in the long run lead to a slight 

increase in COGS as % of revenue with a CAGR of 0.4%

Market: Domestic market remains stagnant, while international expansion 

plans are unsuccessful

Peer’s performance: Industry growth of 0.4% from 2016 to 2020, incl. 

Domino’s, Pizza Hut

Market trends: Highly correlated domestic and international trends, incl. 

demand for fast food, consumer spending, delivery innovation 

Historical performance: Papa John’s 8-year financial performance and 

growth rates

Operating assumptions Key top-line drivers
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+1.99%

+0.02%

Revenue Gross Profit EBITDA EBIT Net Income FCF



© Equity Research- 25 - | Valid until 10/06/2022

CCA Analysis

Papa John’s is currently trading slightly below the market

Sources: Papa John‘s Report, CapitalIQ

Peer Companies Country Currency
Enterprise Value 

(mn)
EV/Sales EV/EBITDA EV/EBIT P/E Ratio

Papa John’s Intl. Inc. US USD 4,047 2.11x 22.26x 30.78x 40.36x

Domino’s Pizza Inc. US USD 21,304 5.04x 26.60x 28.17x 35.32x

McDonald’s Corporation US USD 219,548 11.19x 23.70x 29.35x 33.52x

The Wendy’s Company US USD 9,019 6.24x 28.59x 28.59x 39.30x

Yum! Brands Inc. US USD 46,408 7.90x 22.64x 24.53x 30.87x

Rave Restaurant Group Inc. US USD 22 2.88x 29.21x 37.66x 37.86x

Restaurant Brands International Inc. US USD 35,039 7.00x 19.43x 21.76x 39.66x

Pizza Pizza Royalty Corp. CA USD 379 15.03x 13.76x 15.34x 17.71x

Jack in the Box Inc. US USD 4,816 4.41x 15.15x 18.11x 17.11x

MTY Food Group Inc. CA USD 2,288 5.80x 24.35x 34.16x -42.67x

Median 6,918 6.02x 23.17x 28.38x 34.42x

Average 34,287 6.76x 22.57x 26.84x 24.90x

EV/EBITDA

median: 23.17x

EV/Sales

median: 6.02x0x

10x

20x

30x

40x

P/E Ratio

median: 34.42x

EV/EBIT

median: 28.38x
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Company Specific Risks

Reversal of Covid impact and shift towards local independent restaurants threaten Papa John’s  

Sources: Company Report, Team Analysis
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Reversal of COVID impact – seeing as 

COVID-19 heavily affected Papa John’s sales 

numbers, a fall-off in demand would hurt them

M1

Independent restaurants – smaller, 

independent restaurants or local chains might 

take market share from the big players

M2

Dependency on suppliers – suppliers such 

as Leprino Foods pulling out of the market 

could devastate Papa John’s supply chain

O1

Shift towards local chains – communities 

might develop a preference for smaller 

competitors, hurting PZZA’s market share

P1

Failure to take advantage of aggregators –

Papa John’s might fall behind competition due 

to cost inefficiency and capacity management

O2

Large players entering pizza space – fast 

food corporations that so far have not moved 

into the pizza space might be looking to do so

M3

Perception of unhealthy food options –

trends towards healthier fast-food options, 

away from pizza, leave Papa John’s in the rain  

P2

P2

Operations /  Financials (O) – Market (M) – Public perception (P)

Increasing cash conversion cycle - an 

increase in Papa John’s cash conversion cycle 

could hurt relations and payment schedules  

O3

O3
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Catalysts

A wide array of catalysts could further propel the share price downwards

Sources: Teams Analysis, Statista, Company‘s Report

▪ Consumer most likely to spend less on delivery after Covid-19

▪ Risk for another PR scandal, still interferes with company operations

Catalyst

Founder and former CEO

- John Schnatter

Type

Hard

Sponsorship ▪ Possibility to lose sponsorships or close new one like the NFL sponsorship Hard

Consumer spending on 
delivery

Soft

Chinese government 
interventions

▪ Due to Chinese regulatory changes threatened market positions Soft

Prices of primary products
and commodities

▪ Heavily dependent on primary products due to nature of pizza itselfSoft

Estimated impact on share price

Covid-19 – third wave ▪ Increased number of deliveries due new wave like in 2020Soft
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Conclusion – Sell

Challenging competitive environment makes standing out an impossible task for Papa John’s

Source: Team Analysis

Saturated 

domestic 

market without 

growth 

potential

Weak 

expansion 

strategy 

without clear 

USP

Susceptible 

to multiple 

high-impact 

risks

Fierce 

competition 

with 

established 

players

Current

Price

$ 101.78

as of June 10

Target share 

price of $91.17

Current share 

price of $101.78

Downside

potential 

of -10%
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Appendix A: Management

Founder & former CEO was involved in numerous scandals and damaged Papa John‘s image 

Source: Team Analysis

June 20101999 & 2009 Aug 2012 Nov 2017 Jan 2018 Feb 2018 May/July 2018 Management 2021

John Schnatter -

Accusations about 

sexual 

harassment 

ended with a 

confidential 

settlement

Papa John‘s 

becomes the 

official sponsor of 

the NFL

As part of 

Obamacare, fast-

food restaurants 

are supposed to 

charge higher 

prices; John 

Schnatter protests 

After protests 

against racial 

inequality spurred 

by NFL players, 

John Schnatter 

claims they are 

are hurting sales

After heavy PR-

damage, John 

Schnatter resigns 

as active CEO

After 

aforementioned 

scandal, the NFL 

pulls the plug on 

their sponsorship-

deal with Papa 

John‘s

After reports 

surface that John 

Schnatter used 

the “n-word“ in a 

conference call, 

he resigns as 

chairman

Share price performance

n.a. +10.7% (2.7%) (17.6%) (11.2%) (4.5%) (21.6%)

Robert Lynch –

President & CEO

▪ President Arby‘s

▪ VP Marketing Taco Bell

Marvin Boakye – Chief 

People & Diversity Officer

▪ VP HR Andeavor

Amanda Clark – Chief

Development Officer

▪ various management

positions at Taco Bell

Jack H. Swaysland – Chief 

Operating Officer, Intl

• < 15 years with Papa 

John‘s

Jim Norberg – Chief 

Operating Officer, NA

• < 30 years with

McDonalds – VP, COO

Ann Gugino – Chief

Financial Officer

▪ Senior VP FPA Target

Corporation

Shane Hutchins – Chief

Supply Chain Officer

• < 20 years with Papa

John‘s
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Appendix A: Shareholder Structure

Unspectacular shareholder structure with a high share of institutional investors

Source: Company Website

Institutionals
72%

Mutual Fund
25%

Insider
3%

Institutionals

Mutual Fund

Insider

▪ The Vanguard Group, Inc. 

(11.01%)

▪ T. Rowe Price 

Associates, Inc. (10.99%)

▪ Starboard Value LP 

(10.46%)

▪ BlackRock Institutional 

Trust Company, N.A. 

(10.28%)

Shareholder structure and largest holdings

Largest single shareholders
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Appendix A: Geography

Geography & Distribution Centers

Source: Company reports

Quality Control 

(QC) Center

Stores

Quality Control Center: full service regional dough production and distribution center

Core international markets: United Kingdom, China, Russia

3000+

400-500

170-250

50-150

0-20
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Appendix A: COVID Impact

COVID-19 had a positive impact on Papa John’s business and financials

COVID-impact process on Papa John’s

Sources: CNBC, Statista, Company Reports

Increase in pizza delivery market volume 2011-2020

Increase in sales and net profit Increase in cash and cash equivalentsIncrease in cash and cash equivalents
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Increase in demand for delivery restaurants

Papa John's visibility as established player drives customers 
their way 

Substantial increase in earnings throughout 2020

Substantial increase in cash reserves

Future opportunities
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Appendix A: SWOT Analysis

Papa John’s cannot exploit market opportunities but falls short with the threats

Sources: Team Analysis, Company report

STRENGTHS

▪ Current management team (experience, conservatism…)

▪ Committed to revamping image damage (Forbes award for most diverse 

employers 2021)

▪ Established player in the industry

▪ Strong financial results in 2020

▪ Ability to withstand economic pressure exercised by COVID-crisis

OPPORTUNITIES

▪ Penetration of new international target markets

▪ Usage of current cash reserves for expansion purposes

▪ Cooperation with Google cloud (data management, capacity 

management…)

▪ Cooperation with third-party delivery services (current boom in demand →

cost efficiency)

▪ Shifting the narrative surrounding the company for the better

WEAKNESSES

▪ Dilution of control due to franchising structure

▪ Poor public perception due to various scandals regarding former CEO

▪ Inability to make good use of cash reserves (particularly 2020)

▪ Not on par with certain key competitors from a technological & controlling 

perspective (e.g., Domino’s)

▪ No distinguishable Unique Selling Proposition

THREATS

▪ Reversal of positive COVID-19 effect onto business

▪ Public perception of the fast-food industry and its products might shift

▪ Adverse effect of increasing cost of food ingredients

▪ Failure to adapt technological or marketing trends could result in loss of 

capacity and business
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Appendix B: Porter’s Five Forces

Papa John’s competitive environment poses multiple threats to the company’s potential

Source: Team Analysis

Low switching costs

Comparatively about as many sellers to buyers

No clear unique selling proposition in comparison 

to peers

Overall many substitutes are available in the 

market

Alternative pizza options (e.g. frozen pizza)

Low switching costs

Established big international players and numerous 

smaller regional competitors

Multiple competitors with more market share and 

resources

Similar pricing and quality of service

Saturated market with legacy large players

Economies of scale give bigger players higher 

margins 

Lack of room for significant innovation

High dependance on Leprino Foods

Suppliers serve multiple players in the 

industry

Products provided by suppliers can hardly 

be substituted

Bargaining power of buyers - MODERATE

Threat of substitutes - HIGH Bargaining power of suppliers - HIGH

Threat of new entrants - LOW

(-)

(-)

(-)

(-)

(+)

(-)

(+)

(+)

(+)

(-)

(-)

(-)

(-)

(-)

(-)

Internal rivalry - HIGH
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Appendix B: Industry & Market Overview

People spend more time preparing food in the US and focus shifts towards healthy food

Average time spent preparing food per day - USA

Sources: Statista, Trading Economics, Industry & Market Reports, US Department of Agriculture

Number of pizza restaurants in USA

Food prices increase vs. Pizza price Papa John’s Cheese price development per pound
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+2%

53% are independent pizzerias
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Appendix C: Financial Analysis

Papa John’s segment revenue proportion with minor changes over the years

Revenue by segments in % 2013-Q1 2021 

Source: Team Analysis

Current ratio (in million US-Dollars)

Cash conversion cycle

44% 44% 46% 48% 46%
42% 40% 39% 39%

6% 6%
6% 6%

6%

5% 4% 5% 6%

40% 39% 38% 36% 38%

37% 38% 38% 36%

6% 6% 6% 6% 6%

7% 6% 7% 7%

4% 5% 4% 4% 4%
10% 11% 12% 12%

2013 2014 2015 2016 2017 2018 2019 2020 Q1 2021

Other revenues International revenues

North America commissary revenues North America franchise royalties and fees

Domestic Company-owned restaurant sales
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Appendix D: DCF Analysis

Variations in growth rate and WACC still imply an overvaluation

Equity bridge

Sources: Teams Analysis, CapitalIQ

Market value vs. Intrinsic value

Sensitivity analysis: Value Driver Formula Key assumptions

Growth Rate WACC

5.13% 5.63% 6.13% 6.63% 7.13%

1.70% 92.6 78.3 67.2 58.3 51.1

2.20% 109.4 90.6 76.5 65.6 57.0

2.70% 133.1 107.0 88.6 74.8 64.1

3.20% 169.1 130.3 104.8 86.6 73.1

3.70% 230.3 165.7 127.6 102.5 84.7

WACC (6,13%):

Cost of Debt: 3.96%, Cost of Equity: 6.5%, LT D/E ratio: 

11%, Marginal Tax Rate: 27%

Terminal value assumptions:                                                       

Almost non-existent growth adjusted for expected inflation in the 

United States: 2.70%

Net Debt: 368 million US-Dollars

130 million of cash and cash equivalents in FY2020
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Appendix D: Scenario Analysis

While bullish case suggests a hold, bearish leads to a strong sell

Revenue forecast by scenario

Sources: Teams Analysis, CapitalIQ

EBIT forecast by scenario

FCF forecast by scenario Target share price range

0
2015 202320162013 2014 2017

1,600,000

2018 2020 2021 20222019 2025
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Appendix D: Overview of Financial Model 

Source: Team Analysis
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Appendix D: Operating Model I

Income Statement

Source: Team Analysis
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Appendix D: Operating Model II

Continuation of the Income Statement at EBITDA 

Source: Team Analysis



© Equity Research- 45 - | Valid until 10/06/2022

Appendix D: Valuation I

DCF – Analysis

Source: Team Analysis
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Appendix D: Valuation II

CCA – Analysis

Source: Team Analysis
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Appendix E: Peer Analysis I

Source: CapitalIQ

Operating Performance 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

Sales Growth 0.4% 4.1% -12.8% -3.5% 11.3% -0.1%

Papa John's

Peer Sales Growth 1.3% -0.7% -5.5% 5.0% -2.1% -0.4%

Gross Margin 25.5% 24.3% 29.6% 32.4% 34.0% 29.2%

Peers

Peer Gross Margin 44.9% 46.5% 46.9% 50.5% 47.6% 47.3%

EBITDA Margin 11.9% 11.5% 5.2% 5.6% 9.1% 8.7%

Peers

Peer EBITDA Margin 28.3% 33.3% 31.4% 28.7% 27.1% 29.8%

EBIT Margin 9.4% 8.9% 2.1% 2.3% 6.0% 5.8%

Peers

Peer EBIT Margin 21.6% 24.0% 23.3% 21.2% 18.9% 21.8%

Net Income Margin 6.3% 6.0% 0.2% 0.3% 3.6% 3.3%

Peers

Peer Net Income Margin 9.9% 14.1% 20.5% 10.5% 10.4% 13.1%
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Appendix E: Peer Analysis II

Source: CapitalIQ

Working Capital Management 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

Asset Turnover (Sales) 3.21 3.08 2.50 1.97 1.84 2.52

Papa John's

Peer Asset Turnover (Sales) 0.83 0.78 0.85 0.72 0.45 0.72

Inventory Turnover (COGS) 51.55 44.67 44.87 41.93 41.87 44.98

Peers

Peer Inventory Turnover (COGS) 51.55 83.03 108.00 102.08 44.76 77.88

Days Receivable (Sales) 13.3 13.8 19.1 17.9 20.5 16.91

Papa John’s

Peer Days Receivable (Sales) 21.5 28.2 32.1 35.1 34.9 30.36

Days Inventory (COGS) 7.1 8.2 8.1 8.7 8.7 8.16

Peers

Peer Days Inventory (COGS) 7.1 1.9 2.0 2.1 2.4 3.09

Days Payable (COGS) 12.0 8.5 8.1 9.2 10.8 9.73

Peers

Peer Days Payable (COGS) 17.8 14.4 19.0 18.9 17.0 17.42

Operating Cycle 20.3 22.0 27.2 26.6 29.2 25.07

Papa John’s 

Peer Operating Cycle 28.6 30.1 34.1 37.2 37.3 33.46

Cash Conversion Cycle 8.3 13.4 19.1 17.4 18.5 15.34

Peers

Peer Cash Conversion Cycle 4.1 7.9 12.5 14.2 11.8 10.10
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Appendix E: Peer Analysis III

Source: CapitalIQ

Liquidity Performance 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

Current Ratio 1.14 1.28 1.04 0.87 1.06 1.08

Papa John's

Peer Current Ratio 0.99 1.17 1.05 1.14 1.04 1.08

Acid Test Ratio 0.60 0.70 0.70 0.50 0.80 0.66

Peers

Peer Acid Test Ratio 0.75 0.85 0.85 1.00 0.95 0.88

Leverage Ratios 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

Total Debt / EBITDA 1.54x 2.27x 7.94x 6.57x 3.61x 4.39x

Papa John's

Peer Total Debt / EBITDA 3.74x 3.56x 4.72x 5,11x 5.99x 4.63x

Total Debt / (EBITDA-CAPEX) 2.14x 3.11x 17.17x 12.19x 4.78x 7.88x

Peers

Peer Total Debt / (EBITDA-CAPEX) 4.33x 3.98x 5.33x 5.86x 6.93x 5.29x

Other Ratios 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

CAPEX / Sales 3.4% 3.1% 2.8% 2.6% 2.2% 3.0%

Peers

Peer CAPEX / Sales 4.2% 3.2% 3.8% 3.0% 2.3% 3.0%
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Appendix E: Peer Analysis IV

Source: CapitalIQ

Interest Coverage 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

EBITDA / Interest 26.39x 18.36x 3.19x 4.15x 9.79x 12.38x

Papa John's

Peer EBITDA / Interest 7.40x 5.31x 4.29x 4.45x 5.72x 5.43x

(EBITDA-CapEx) / Interest 18.89x 13.44x 1.48x 2.24x 7.40x 8.69x

Papa John’s

Peer (EBITDA-CapEx) / Interest 5.15x 4.91x 3.75x 4.08x 3.64x 4.31x

EBIT / Interest 20.85x 14.27x 1.30x 1.73x 6.46x 8.92x

Papa John’s 

Peer EBIT / Interest 5.72x 4.40x 3.95x 4.13x 4.55x 4.55x

Investment Return 2016 2017 2018 2019 2020 5Y Avg. Who is doing better?

EBIT / Average Assets 30.1x 28.6x 5.7x 5.6x 14.7x 0.17x

Peers

Peer EBIT / Average Assets 27.1x 27.2x 22.0x 21.8x 16.4x 0.23x

Return on Invested Capital 31.3% 28.2% 7.7% 12.4% 28.7% 0.22%

Peers

Peer Return on Invested Capital 23.4% 18.0% 27.8% 22.3% 20.3% 0.22%

Return on Average Common Equity -1.7% -2.5% -27.3% -0.11%

Papa John’s 

Peer Return on Average Common Equity -43.3% -28.4% -22.3% -17.0% -18.3% -0.26%
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Appendix E: Company Overview – Domino’s 

In our opinion: the true market leader

Company Description Domestic vs. International revenues and locations

Stock Price Performance

Sources: CapiitalIQ, Company  Reports, Company Website

▪ America’s largest fast-food company in the pizza segment

▪ Current company headquarters in Ann Arbor, Michigan

(founded in 1960)

▪ 290,000 employees worldwide associated with business 

(10,650 excluding franchise employees)

▪ Over 17,600 stores in 90 markets

▪ IPO: July 2004 with 15 million shares issued at $13.5 per share

▪ Domestic restaurants - 5992 ▪ International restaurants - 11289

85%

15%

35%

65%
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0

100

200

300

400

500

6/5/17 6/5/18 6/5/19 6/5/20 6/5/21



© Equity Research- 52 - | Valid until 10/06/2022

Disclaimer

This document is being made available by WUTIS Trading and Investment Society, acting through its society ("WUTIS"), for information purposes only and for the sole and exclusive use of the addressee in connection with the 

matter or possible transaction to which this document relates.  This document is incomplete without reference to, and should be assessed solely in conjunction with, the oral briefing provided by WUTIS.

This document is strictly confidential and remains the property of WUTIS. You agree that you shall only use this document for the purpose of evaluating and considering the matter or possible transaction to which this document 

relates. This document may not be distributed, published, reproduced, or disclosed, in whole or in part, to any other person, nor relied upon by you or any other person, nor used for any other purpose at any time, in each case 

without the prior written consent of WUTIS. 

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or any of the businesses or assets described herein or an offer or 

recommendation to enter into any transaction described herein nor does this document constitute an offer or commitment to provide, arrange or underwrite any financing. You are responsible for making your own independent 

investigation and appraisal of the risks, benefits, appropriateness and suitability of any transaction or matter contemplated by this document and WUTIS is not making any recommendation (personal or otherwise) or giving any 

investment advice and will have no liability with respect thereto. The decision to proceed with any transaction or action contemplated by this document must be made by you in the light of your own commercial assessments 

and WUTIS will not be responsible for such assessments.

Neither WUTIS nor any of its subsidiaries or affiliates, nor any of their respective officers, directors, employees or agents (WUTIS together with such persons being the “WUTIS Group”) accepts any liability whatsoever for any 

direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. WUTIS Group is not responsible for any specialist 

advice, including legal, regulatory, accounting, model accounting, tax, actuarial or other advice.

This document was prepared on the basis of information and data, obtained from publicly available sources and, where applicable, from you and/or any other entity that may be involved in any transaction or matter 

contemplated by this document (and/or any of your or the aforementioned entities’ affiliates), in each case prior to or on the date hereof. The information in this document has not been independently verified by WUTIS. WUTIS 

has relied on any information provided by you or from third party or public sources as complete, true, fair, accurate and not misleading. With respect to any financial or operating forecasts and analyses provided to it, WUTIS 

has assumed that they are achievable and have been reasonably and properly prepared on bases reflecting the best currently available information, estimates and judgments as to the future financial performance of the 

entity(ies) to which they relate and that such forecasts or analyses would be realised in the amounts and time periods contemplated thereby. No member of the WUTIS Group, makes any warranty or representation, express or 

implied, as to the accuracy, completeness or reasonableness of the information (including projections and assumptions) contained in this document whether obtained from or based upon third party or public sources or 

otherwise.

This document is given as at the date hereof, may not be final, is based on information available to WUTIS as at the date hereof, is subject to any assumptions set out therein and is subject to change without notice. 

Accordingly, this document may be based on (a) data and information that may no longer be current and (b) estimates that may involve highly subjective assessments. It should be understood that subsequent developments 

may affect this document and the WUTIS Group does not undertake any obligation to provide any additional information or to update any of the information or the conclusions contained herein or to correct any inaccuracies 

which may become apparent. Any data or information regarding, or based on, past performance is no indication of future performance. 

Members of the WUTIS Group are involved in a wide range of commercial banking, investment banking and other activities out of which conflicting interests or duties may arise. In the ordinary course of its business, the WUTIS 

Group may provide services to any other entity or person whether or not a member of the same group as you (a “Third Party”), engage in any transaction (whether on its own account, on behalf of any Third Party or otherwise, 

and including any transaction or matter contemplated by this document), notwithstanding that such services, transactions or actions may be adverse to you or any member of your group, and the WUTIS Group may retain for 

its own benefit any related remuneration or profit. The WUTIS Group operates in accordance with a conflicts of interest policy which identifies conflicts of interest it faces in the ordinary course of its business, and establishes 

organisational and procedural measures to manage those conflicts where it is reasonably able to do so. Neither WUTIS nor any other part of the WUTIS Group shall have any duty to disclose to you or utilise for your benefit 

any non-public information acquired in the course of providing services to any other person, engaging in any transaction (on its own account or otherwise) or otherwise carrying on its business.  WUTIS’ research analysts and 

research departments are independent and are subject to certain regulations and internal policies. WUTIS research analysts may hold opinions and make statements or investment recommendations and/or publish research 

reports with respect to any company referred to herein, the transactions contemplated herein or any person or entity involved therein or related thereto that differ from or are inconsistent with the views or advice communicated 

by WUTIS. 


