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Notable Updates Across the Restaurant Sector

Restaurants had a tough quarter at the hands of traffic declines related to pricing fatigue and poor weather, coupled with tough
comps to last year's hot first quarter; we will see how operators react to necessary price moderation as consumers make their

preferences exceedingly clear.

QUARTER IN REVIEW | Q1 2024

Same-Store Sales
Down Slightly

e Although weather posed a challenge at the start of the
year, as noted by countless operators, industry trends
improved sequentially with SSS flat in March and
restaurant spending as a share of total wallet up 12.8%
YoY.

e By the end of the quarter, food away from home
(FAFH) CPI moderated for the 12th consecutive month
to +4.2% and should continue to normalize through
December, reaching ~2%-3%.

e In Q1 2024, consumer sentiment held at the industry's
10-year average, while disposable income grew ~4%.

High Prices Put
Pressure on Traffic

e While consumers demonstrated greater resilience

against elevated prices in 2023, that tolerance waned
dramatically in Q1 2024 as measured by meaningful
traffic declines throughout the industry.

Although prices remain at seemingly all-time highs,
they show signs of easing with FAFH increasing 0.4%
in March (lower than overall inflation but higher than
grocery spend); menu prices should continue to
moderate as labor/commodity costs normalize, while
“value” emerges as a critical tool to help operators
alleviate margin strain.("

March Shows a Rebound
in Momentum
Industry SSS fell slightly in Q1 2024 (-1.7%) compared

to Q4 2023 (+1.9%), bearing the effects of poor
weather and subdued demand.

Credit and debit card data further attest that
restaurant spending took a hit in January/February,
but March showed signs of promise with spend
rebounding +3.0% YoY.

Sales deceleration appears to have been driven in
large part by lower overall check sizes as consumers
show increasing cognizance of high menu prices.

LOOKING FORWARD | EXPECTATIONS FOR 2024

J_RLELO Annual Growth
-~ Outlook

¢ Underlying demand and overall share of wallet
should remain resilient in the upcoming months, even
if annual restaurant spend moderates against last
year, noting that 2023 presents a tough comp given
the year's overall strength coming fully off COVID-19
restrictions.

o Experts forecast restaurant sales to reach $1.1 trillion
in 2024, marking the industry's first pass above 1
trillion and significant embedded growth
opportunities for restauranteurs.

@) .
Perceived Loss of
Low-Income Consumers

e Although traffic will likely recover through 1H 2024,

low-income consumers may return more slowly to
restaurants, having developed a preference for
grocery stores and constrained by tighter wallets as a
result of looming macroeconomic pressures.

Middle- to high-income consumers, however, should
continue allocating spend toward restaurants without
significant reversal toward grocery (e.g., high-income
spend increased 2.3% YoY in March), although QSR
and fast casual may benefit from some trade-down.

Sources: Nation’s Restaurant News, Reuters, Restaurant Business, Wall Street Research.
(1) Excluding California where the minimum wage increased on April 1, 2024. See following page for incremental detail.

© o California Minimum

Wage Boost

As mandated by AB 1228, the California minimum
wage for restaurants increased to $20 per hour just
after Q1 2024, representing an outsized 25%
increase.

QSR concepts with heavy California franchise bases,
alongside other operators, may face headwinds
coming into Q2 2024 in adjusting to higher labor
costs.

States with similar wage rates and high costs of living
may follow California’s example, presenting a
challenge but simultaneous opportunity for operators
to cut costs through automation.




High Prices Suppress Traffic and Bolster the Importance of Value

Elevated Prices Drive Down Restaurant Traffic

o Despite their role in supporting SSS growth, pricing initiatives meant to
help navigate inflation and aid pandemic recovery have negatively
impacted foot traffic, suggesting consumers have hit their limit with price
tolerance and operators will need to find another lever to drive growth.

— Restaurant sales increased 12% in 2023, albeit traffic decreased 8%
against 2019, underlining the significant role price played in propping
up sales while diluting consensus around “real” sales growth and
sustainability of the ongoing price-to-volume equation.

e Consumers showed surprising resilience against hiked prices in 2023 (aided
by unabetted want for out-of-home dining experiences post-COVID-19),
but that tolerance waned in January as 59% of consumers reported menu
prices have gone up “too much.”

e The unfavorable pricing gap between FAH and FAFH CPI, lasting 13
consecutive months,(" exacerbates the impact of elevated prices,
encouraging consumers to reach for cheaper grocery alternatives;
consequently, FSR traffic dropped 8% in 2023 while grocery experienced a
12% traffic increase vs. 2019.

2024 Winners Will Be Decided on Value

Easing menu costs hint that prices may have reached their ceiling, in which case
YoY volume declines threaten to exceed YoY price increases, putting many
restaurants at risk of SSS declines in 2024 (particularly on tough 2023 comps).

Consequently, value has emerged as a powerful mitigant against traffic declines,
wherein consumers selectively choose where to eat based on perceived value per
dollar spend, highlighting meal quality and convenience as key ingredients in
successful operations.

Competing concepts further demonstrate the primacy of value as operators with
comparable menus reported markedly different SSS performance in Q1 2024
(e.g., by honing their value proposition, Shake Shack increased SSS by 2.8% while
The Habit saw SSS decline 5%, and similarly, Popeyes reported a 6% SSS increase
vs. the 7% decrease at KFC).

Consumers appear to conceive value in terms of absolute price points and the
quality/distinguishment of restaurant offers as opposed to extreme discounting
or bundling (i.e., buy one get one, etc.).

To put it simply, as consumers’ wallets tighten, they become pickier as to where
they spend their dollars; the lowest price is not always the winning choice, with
operators offering the best “bang for your buck” coming out on top.

Slowing Check Size Growth Provides a Clear Warning as Restaurants Hit the Cap on Price and Traffic Continues to Tumble
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Sources: Restaurant Business, Wall Street Research.
. (1) As of March 2024.
Houlihan Lokey (2) As reported by restaurant operators in the U.S.




Limited-Service Operator Update

Public Market Performance Recent Same-Store Sales Trends: LSOs(?
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Industry Trends

Limited-service operators (LSOs) saw mixed results in Q1 2024, bearing the weight of high prices, which increased 5% in March and contributed to a meaningful slowdown in
traffic, partially due to the category’s dependence on consumers in the low- to middle-income bracket who expressed greater aversion to elevated costs.

— Compared to 2019, QSR prices were up 33% in March while grocery increased 26%, inciting a 3.5% YoY traffic decline for QSR in Q1 2024.

Results improved slightly for QSR in March. However, as SSS increased by 1.0% m/m to 2.9%, driven primarily by growth in check size. On the other hand, fast casual saw SSS

decline 2.1% m/m to 1.3% as an effect of the 3.4% dip in traffic that considerably surpassed check growth of 1.1%.

— Fast casual may experience some weakness in Q2 2024 as a result of trade-down into QSR; traffic showed early warning to this effect as attendance decreased 3.3% across fast
casual brands compared to 0.5% for QSR in March.

That said, some of the most inexpensive meals cost significantly more than what they once did, and customers view affordability/pricing power in relative terms; the clear evidence

of price change across “cheaper” menus could potentially provide protection for fast casual concepts who lean into value over the coming months.

QSR operators in California, which constitute the greatest share of all U.S. fast food restaurants (~13%), may face the most difficulty in resolving the price-to-volume equation,
wherein April's 25% increase in minimum wage reinforces high menu prices as necessary to protect operators against their own high ingredient/labor costs.

— Wage inflation (+4.1% for QSR as of March) could increase further if additional states follow California’s example, making it important for operators nationwide to assess
efficiencies and cut costs, arousing greater interest/investment in automation that confers significant opportunities to reduce labor costs.

Sources: Wall Street Journal, Wall Street Research.
Note: Companies included in each category have been trading from January 1, 2019, through March 31. 2024. Pricing as of March 31, 2024.

' . (1) Fast casual index led by strong performance from Chipotle (+656%) and Wingstop (+595%).
' Houlihan Lokey (2) Summarizes SSS performance as an equal-weighted average of the foremost public brands in each respective category.




Full-Service Operator Update

Public Market Performance
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Industry Trends

Recent Same-Store Sales Trends: FSOs("
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e Full-service operators (FSOs) faced some difficulty in Q1 2024, explained by similar factors that pressured the broader industry but were felt more intensely by the category due to
the nature of FSOs as inherently more expensive and less “convenient” (worsened further by poor weather).

e Casual and fine dining restaurants saw declines in SSS YoY January through March, although both categories experienced improvements sequentially; as of March, SSS decreased

1.8% for casual dining while fine dining modestly decreased 1.3%.

o Traffic followed a similar trend, down each month from the year previous but increasing slightly on a month-to-month basis, likely in accordance with weather improvements.

— In March, casual dining restaurants reported a 4.1% decline in traffic while fine dining dropped 5.7%; as the price apex of the restaurant industry, fine dining experienced the

most significant traffic decreases each month.

e Abiding by the price-to-volume thesis, average check increased through Q1 2024, demonstrating the power of raised prices to counteract reduced traffic; unfortunately, those

elevated checks only reinforce the sentiment that there will likely be trade-down into LSOs.

— Fortunately, FSOs have already begun reversing pricing trends as indicated by moderation in the FSR CPI by -0.7% to +3.2% in March.

o Within the top 500 chains, FSOs managed to grow sales by 5% in 2023 to $88 billion and unit count by 0.3% (although still ~3% below 2019 levels); looking at the year ahead,
trends for the sector should improve from Q1 2024 as comps ease further and operators embrace the notion of dining for value.

Source: Wall Street Research.

. Note: Companies included in each category have been trading from January 1, 2019, through March 31, 2024. Pricing as of March 31, 2024.
Houlihan Lokey (1) Summarizes SSS performance as an equal-weighted average of the foremost public brands in each respective category.



Eatertainment Update

Public Market Performance Clearly Differentiated Entertainment Value("
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Industry Trends

e Demand for experience surmounted post-COVID-19, helping explain the recent strength of eatertainment concepts that synthesize high-value food and beverage offers with an
enticing base of activities (e.g., bowling, arcade rooms, billiards, etc.).

e In Q1 2024, consumer confidence reached its highest level in nearly two years. That said, enduring inflation has simultaneously encouraged consumers to adapt their purchasing
behaviors so that their dollars stretch further.

e As aresult, ~77% of consumers exhibited trade-down activity in Q1 2024, but this trend seemingly favors eatertainment venues, which constitute cut-price, convenient alternatives
to more traditional entertainment/leisure concepts (e.g., concerts, travel, etc.) as well as FSOs.
— Of note, 78% of millennials expressed preference for eatertainment over other consumer products while 70% of all consumers indicated preference for eatertainment over

casual dining, revealing meaningful diversion of spending activity toward eatertainment from a variety of original sources.

e Although grocery maintains pricing power over restaurants, sales growth across food and drinking places (which more broadly encompasses eatertainment venues) continues to
outpace grocery; food and drinking place sales were up 7.0% in March while grocery increased a mere 0.9%; in March, food and drinking places generated $61.2 billion in sales, marking
a post-pandemic high.

e While traffic remains a reasonable concern heading into Q2 2024, the diversification of eatertainment’s revenue base supports higher average check sizes (elevated menu prices aside),
which should uniquely support the category as it confronts industry constraints, not to mention inherently more competitive value propositions compared to other restaurant sectors.

Sources: Roller, Broadway, McKinsey & Company, Wall Street Research.
' . Note: Companies included in each category have been trading from April 23, 2021, through March 31, 2024. Pricing as of March 31, 2024.
Houlihan Lokey (1) Reflects illustrative pricing per person across core entertainment categories.




Restaurant Industry Market Map

Limited-Service Restaurants
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(1) Given a more limited pool of existing operators, the eatertainment category confronts significant whitespace opportunity.




Houlihan Lokey Restaurant Coverage

Houlihan Lokey has a track record of achieving exceptional outcomes by
positioning assets creatively and attractively to maximize competitive tension
and optimize value, while also leveraging strong relationships with the most
qualified and interested buyers in the space.

Investment
Banking

e

&

We have a track record of structuring
and executing value-optimizing
transactions for our clients.

&

We run efficient, momentum-driven
processes that drive results in M&A
and capital raising for our clients.

E

A

Our team has an extensive and
expansive reach of the highest
likelihood debt and equity investors
within the restaurant sector globally.

We are well versed in crafting tailored

solutions to achieve client objectives,
with deep experience across sectors,
company types, and market cycles.

We advise clients on strategic
alternatives that enable them to
accomplish next-level strategic

goals—whether the aim is accelerated

growth, partial, or full sale.

Houlihan Lokey

We are uniquely positioned to help
address special situations, ranging
from liquidity management to
recapitalizations.

Coverage Team Summary

<

Theodore Shaw
Managing Director

TShaw@HL.com
+1310.712.6556

3 “
L NG
Jeremy Hirsch

Senior Vice President

JHirsch@HL.com
+1917.327.5704

Contact Us

Sam Fuller
Managing Director

Sam.Fuller@HL.com
+44 (0) 20 7550 7334

Tyler Martinez
Vice President

TMartinez@HL.com
+1310.789.5794

Please reach out to us to schedule a call to
discuss this quarter's market update or to
explore how we can serve your business
needs.

D\J Reguest a Meetin

@ Learn More About Us
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Houlihan Lokey is the trusted advisor to more top decision-makers

than any other independent global investment bank.

CORPORATE FINANCE

2023 M&A Advisory Rankings
All Global Transactions
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Advisor
Houlihan Lokey
Rothschild & Co
Goldman Sachs & Co
JP Morgan

Morgan Stanley

Source: LSEG (formerly Refinitiv).
Excludes accounting firms and brokers.
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Global M&A Advisor
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Capital Markets Advisor

Houlihan Lokey
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FINANCIAL RESTRUCTURING

2023 Global Distressed Debt &
Bankruptcy Restructuring Rankings
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Advisor Deals
Houlihan Lokey 73
PJT Partners Inc 64
Rothschild & Co 51
Lazard 37
Evercore Partners 27

Source: LSEG (formerly Refinitiv).

No. 1

Global Restructuring Advisor

1,700+

Transactions Completed Valued at
More Than $3.5 Trillion Collectively

FINANCIAL AND VALUATION ADVISORY
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Advisor Deals
Houlihan Lokey 1,247
JP Morgan 1,035
Duff & Phelps, A Kroll Business 977
UBS 884
Morgan Stanley 716

Source: LSEG (formerly Refinitiv).
Announced or completed transactions.

No. 1

Global M&A Fairness Opinion
Advisor Over the Past 25 Years

2,000+

Valuation Engagements



Our product knowledge,
industry expertise, and
global reach deliver
superior results.

Houlihan Lokey
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Our clients
benefit from

our local presence
and global reach.
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Houlihan Lokey
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Disclaimer

© 2024 Houlihan Lokey. All rights reserved. This material may not be reproduced in any format by any means or redistributed without the prior written consent of
Houlihan Lokey.

Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates, which include the following licensed (or, in the case of Singapore,
exempt) entities: in (i) the United States: Houlihan Lokey Capital, Inc., an SEC-registered broker-dealer and member of FINRA (www.finra.org) and SIPC
(www.sipc.org) (investment banking services); (ii) Europe: Houlihan Lokey UK Limited and Houlihan Lokey Advisory Limited, authorized and regulated by the U.K.
Financial Conduct Authority; Houlihan Lokey (Europe) GmbH, authorized and regulated by the German Federal Financial Supervisory Authority (Bundesanstalt fur
Finanzdienstleistungsaufsicht); (iii) the United Arab Emirates, Dubai International Financial Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited,
regulated by the Dubai Financial Services Authority for the provision of advising on financial products, arranging deals in investments, and arranging credit and
advising on credit to professional clients only; (iv) Singapore: Houlihan Lokey (Singapore) Private Limited and Houlihan Lokey Advisers Singapore Private Limited,
each an "exempt corporate finance adviser” able to provide exempt corporate finance advisory services to accredited investors only; (v) Hong Kong SAR: Houlihan
Lokey (China) Limited, licensed in Hong Kong by the Securities and Futures Commission to conduct Type 1, 4, and 6 regulated activities to professional investors
only; (vi) India: Houlihan Lokey Advisory (India) Private Limited, registered as an investment adviser with the Securities and Exchange Board of India (registration
number INA000001217); and (vii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a company incorporated in Australia and licensed by the
Australian Securities and Investments Commission (AFSL number 474953) in respect of financial services provided to wholesale clients only. In the United Kingdom,
European Economic Area (EEA), Dubai, Singapore, Hong Kong, India, and Australia, this communication is directed to intended recipients, including actual or
potential professional clients (UK, EEA, and Dubai), accredited investors (Singapore), professional investors (Hong Kong), and wholesale clients (Australia),
respectively. No entity affiliated with Houlihan Lokey, Inc., provides banking or securities brokerage services and is not subject to FINMA supervision in Switzerland
or similar regulatory authorities in other jurisdictions. Other persons, such as retail clients, are NOT the intended recipients of our communications or services and
should not act upon this communication.

Houlihan Lokey gathers its data from sources it considers reliable; however, it does not guarantee the accuracy or completeness of the information provided within
this presentation. The material presented reflects information known to the authors at the time this presentation was written, and this information is subject to
change. Any forward-looking information and statements contained herein are subject to various risks and uncertainties, many of which are difficult to predict, that
could cause actual results and developments to differ materially from those expressed in, or implied or projected by, the forward-looking information and
statements. In addition, past performance should not be taken as an indication or guarantee of future performance, and information contained herein may be
subject to variation as a result of currency fluctuations. Houlihan Lokey makes no representations or warranties, expressed or implied, regarding the accuracy of this
material. The views expressed in this material accurately reflect the personal views of the authors regarding the subject securities and issuers and do not necessarily
coincide with those of Houlihan Lokey. Officers, directors, and partners in the Houlihan Lokey group of companies may have positions in the securities of the
companies discussed. This presentation does not constitute advice or a recommendation, offer, or solicitation with respect to the securities of any company
discussed herein, is not intended to provide information upon which to base an investment decision, and should not be construed as such. Houlihan Lokey or its
affiliates may from time to time provide financial or related services to these companies. Like all Houlihan Lokey employees, the authors of this presentation receive
compensation that is affected by overall firm profitability.
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