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Commentary during the conference call surrounded the 'slowdown' in SSSG to 27% in Q2FY12. While this number 
was lower than what the company has been delivering in the past 6-7 quarters, this was primarily on the back of 
tough comps from last year. Also it still represents a solid underlying performance with consumer offtake continuing 
to remain strong. Margin pressures should start to ease into H2FY12, which should help the company deliver another 
year of robust earnings growth. Maintain Buy. 
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Continuing to deliver 

Same store sales growth slowdown largely due to tough comps: Although the company delivered a strong SSSG number 
of 27% this quarter, this was a step-down from the 37% that the company delivered in Q1FY12. The company attributed this to 
the high comps from last year when SSSG in Q2FY11 was ~44%. However, the key thing to highlight here is that on a 
H1FY12 vs. HYFY11 basis, company continues to report robust SSSG.  

Food inflation very severe: Food inflation has been one of the highest this year as compared to the last several years. This 
has had an impact on gross margins, but the company is seeing signs of stabilization in input prices and with price hikes 
already taken so far, along with benefits of economies of scale, they should be able to manage their gross margins better in 
H2FY12. 

Price increase still in the offing: Management said they had taken three price increases in the last year or so. First one of 
2.5-3% in Nov ’10, another one of 5% in April ’11 and the most recent one of 2.5-3% taken in August ’11. They are planning 
another round of price increases in November this year, but have not decided on the quantum yet. Management was confident 
that these price increases together will enable them to offset the gross margin pressures.  

Consumer slowdown: Management mentioned that there were some initial signals of an impact on consumer offtake on 
account of the high inflation and slowing macro economic trends. However, at this stage, they are not seeing anything 
alarming and continue to see good traction from consumers across the tier 1 and tier 2 cities.  

Increased A&P spends: Company has stepped up their marketing spends this quarter and will continue to keep them at 
elevated levels. Management mentioned that they are getting aggressive in the online channels, where they are seeing strong 
consumer traction in terms of order generation. Company remains very excited and committed to increasing their focus on this 
channel and sees it as one of the key methods of order initiation in the medium to long term.  

Store expansion on track: Jubilant opened 19 new stores this quarter and 33 stores during H1FY12. Company has also got 
signed deals on 29 new stores, which will open in the next couple of months. On their target of 80 stores for the full year, 
management said they were ‘more than confident’ on that for FY12. This signals a step-up in store openings in H2FY12, which 
gives us confidence that any slowdown in consumer offtake, if any, is only at the margins. 

Dunkin donuts on track: Company’s plans for Dunkin Donuts remains on track and in this quarter they have booked a total of 
Rs. 9.2mn as costs relating to operationalisation towards the Dunkin Donut stores. Management reiterated their target to open 
the first Dunkin Donut store in H1CY12 and to make it an all-day part food play in the Indian market.  

Guidance for FY reaffirmed: Management was confident of delivering in line with their guidance of ‘at least 20% SSSG in 
FY12’. This again re-affirms our belief that the company will be able to deliver strong underlying SSSG for the rest of the year. 

Margin performance muted: The one negative from the quarter has been the EBITDA margin performance. Gross margins 
decreased by 160bps y-y, which offset the positive impact from overheads. However, even after such unprecedented gross 
margin pressures, EBITDA margins were flat on a y-y basis. We do expect this to pick up into H2FY12 on the back of price 
increases planned for November as well as stabilization in input costs over the last month or so.  

Overall, while 27% SSSG may seem like a slowdown from the 37% number delivered in Q1FY12, it was on the back of comps 
that were very high. Importantly, this represents a strong underlying performance, which we expect to continue in the near to 
medium term. Margin performance this quarter was impacted by high input costs, but we expect a swift recovery in the next 
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couple of quarters on that front. We regard Jubilant as remaining the best way to gain exposure to the food retail story in India 
and we reiterate our Buy rating on the stock.  

Valuation Methodology and Investment Risks: see below  

Note: Ratings and Price Targets are as of the date of the most recently published report 
(http://go.nomuranow.com/research/globalresearchportal) rather than the date of this email. 
  
New force in Research: Global from east to west 
   
Nomura Equity Research website:  http://go.nomuranow.com/research/globalresearchportal  
Nomura Strategy website:  https://apps.nomuranow.com/EQS  
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Valuation Methodology We use a DCF-based valuations approach to arrive at our target price of INR1,100. Key underlying assumptions are 24% medium-
term growth followed by 15% long-term growth and 6% terminal growth. Our cost of equity assumption is 12.5%. 
Risks that may impede the achievement of the target price Higher-than-expected raw material prices and slowing same-store sales growth are key risks. 
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Industry Specialists identified in some Nomura International plc research reports are employees within the Firm who are responsible for the sales and trading 
effort in the sector for which they have coverage. Industry Specialists do not contribute in any manner to the content of research reports in which their names 
appear. Marketing Analysts identified in some Nomura research reports are research analysts employed by Nomura International plc who are primarily 
responsible for marketing Nomura’s Equity Research product in the sector for which they have coverage. Marketing Analysts may also contribute to research 
reports in which their names appear and publish research on their sector. 
  
Distribution of ratings (Global) 
The distribution of all ratings published by Nomura Global Equity Research is as follows: 
49% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 41% of companies with this rating are 
investment banking clients of the Nomura Group*. 
41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 50% of companies with this rating are 
investment banking clients of the Nomura Group*.  
10% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 20% of companies with this rating are 
investment banking clients of the Nomura Group*. 
As at 30 September 2011. *The Nomura Group as defined in the Disclaimer section at the end of this report. 
  
Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for ratings 
published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. Analysts may also 
indicate absolute upside to target price defined as (fair value - current price)/current price, subject to limited management discretion. In most cases, the fair 
value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate valuation methodology such as discounted cash 
flow or multiple analysis, etc. 
 
STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', indicates that the 
analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that the analyst expects the stock to 
underperform the Benchmark over the next 12 months. A rating of 'Suspended', indicates that the rating, target price and estimates have been suspended 
temporarily to comply with applicable regulations and/or firm policies in certain circumstances including, but not limited to, when Nomura is acting in an 
advisory capacity in a merger or strategic transaction involving the company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for explanations of relevant benchmarks for stocks (accessible 
through the left hand side of the Nomura Disclosure web page: http://go.nomuranow.com/research/globalresearchportal);Global Emerging Markets (ex-
Asia): MSCI Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral' stance, indicates that the 
analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that the analyst expects the sector 
to underperform the Benchmark during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-
Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published from 30 October 
2008 and in Japan from 6 January 2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price, subject to 
limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock, based on an appropriate 
valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. A 'Neutral' recommendation indicates that potential upside is less than 15% or 
downside is less than 5%. A 'Reduce' recommendation indicates that potential downside is 5% or more. A rating of 'Suspended' indicates that the rating and 
target price have been suspended temporarily to comply with applicable regulations and/or firm policies in certain circumstances including when Nomura is 
acting in an advisory capacity in a merger or strategic transaction involving the subject company. 
Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity identified in the 
top banner. Investors should not expect continuing or additional information from Nomura relating to such securities and/or companies. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute 
recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under 
coverage is) a negative absolute recommendation. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the next six months. A rating of 
'2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% over the next six months. A rating of 
'3' or 'Neutral', indicates that the analyst expects the stock to either outperform or underperform the Benchmark by less than 5% over the next six months. A 
rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark by 5% or more but less than 15% over the next six 
months. A rating of '5' or 'Sell', indicates that the analyst expects the stock to underperform the Benchmark by 15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. Nomura might not publish additional research reports 
concerning this company, and it undertakes no obligation to update the analysis, estimates, projections, conclusions or other information contained herein. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next six months. A 'Neutral' stance, indicates that the 
analyst expects the sector to perform in line with the Benchmark during the next six months. A 'Bearish' stance, indicates that the analyst expects the sector 
to underperform the Benchmark during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe, by sector - 
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