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At present the performance of the company continue to
be under pressure with company reporting losses of INR
62 crores at EBITDA level largely because of pandemic
effects. We believe that, as the things gradually normalize, the company would be able to leverage its faster penetration and economies of scale with improvement in
operating level margin. The stock has EV/Sales of 2.90x
(on its upper band) against its peers Jubilant Foodworks
8.16x and Westlife development 4.42x as on FY20, making the company cheaper in comparison. Hence, considering the current situation and the performance of the company, we recommend a SUBSCRIBE for long term.
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IPO Note
Date: 01.12.2020
Issue details

Price Band (in ` per share)
Issue size (in ` Crore)
Fresh Issue (in ` Crore)
Offer for Sale (in ` Crore)
Offer for Sale (Shares in lakhs)

59-60
804-810
450
354-360
600

Issue open date

02-12-2020

Issue close date

04-12-2020

Tentative date of Allotment

10-12-2020

Tentative date of Listing

14-12-2020

Total number of shares (lakhs)

1350.00-1362.71

No. of shares for QIBs (75%)

1012.50-1022.03

No. of shares for NII (15%) (lakhs)

202.50-204.41

About Company

No. of shares for retail investors
(10%) (lakhs)

135.00-136.27

Burger King India is one of the fastest growing international QSR
chains in India incorporated on November 11, 2013. QSR Asia is their
holding company. The master franchisee arrangement provides the
company with the ability to use Burger King’s globally recognised
brand name to grow our business in India, while leveraging the technical, marketing and operational expertise associated with the global Burger King brand.
The Burger King brand is the 2 nd largest fast food burger brand globally as measured by the total number of restaurants with a global
network of 18675 restaurants in more than 100 countries and US
territories as at Sept 30, 2020.

Minimum order quantity
Face value (in `)

250
10.00

Amount for retail investors (1 lot)

14,750-15,000

Maximum number of shares for
Retail investors at lower Band

3250(13 Lots)

Maximum number of shares for
Retail investors at upper band

3250(13 Lots)

Maximum amount for retail investors at lower Band- upper
band (in `)

1,91,750-1,95,000

Exchanges to be listed on

BSE, NSE

Promoters
QSR Asia Pte Ltd.

Objective of the Offer




Funding roll out of new company owned Burger King Restaurants
Repayment of outstanding borrowings of the company obtained for setting up of new company owned Burger King
Restaurants
Capital expenditure incurred for setting up of new Company owned Burger King Restaurants

2.

General Corporate Purposes
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Brief Financials
Particulars (Rs. Cr)

Sept
2020 (6M)
290.94

Sept
2019 (6M)
266.63

FY20

FY19

FY18

277.74

265.00

265.00

Net Worth

218.89

237.42

275.43

249.65

287.13

Revenue from Operation

135.21

422.33

841.24

632.74

378.12

PBT

(118.95)

(17.43)

(76.57)

(38.28)

(82.23)

PAT

(118.95)

(17.43)

(76.57)

(38.28)

(82.23)

(4.09)

(0.65)

(2.76)

(1.44)

(3.10)

Net Asset Value (Rs)

6.78

10.05

9.30

9.75

10.31

P/E #

NA

NA

NA

NA

NA

P/B #

8.85

5.97

6.45

6.15

5.82

Share Capital

Basic EPS(Rs)

Source: RHP # Calculated at the upper price band

Industry Review
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Market Structure
The Indian food services market is classified into two segments, organized and unorganized, based on three key characteristics: accounting transparency, organized operations with quality control and sourcing norms, and outlet penetration. Any food services
outlet that does not conform to these parameters is considered to fall within the unorganized segment, which primarily includes
dhabas, roadside small eateries, hawkers and street stalls. By contrast, food services outlets that conform to these parameters fall
within the organized segment and can be subcategorized as chains (domestic or international outlets that have more than three
restaurant outlets across the country) or standalone outlets. Chains are further subdivided into six sub-segments based on average
price charged per person, service quality and speed, and product offering:
• Fine dining (“FDR”): full service restaurants with high quality interiors, specific cuisine specialty, high standard of service translating to high average per cover. Fine dining targets rich and upper middle class consumer segments as it offers unique ambience
and upscale service with highly trained staff;
• Casual dining (“CDR”): a restaurant serving moderately priced food in an ambiance oriented towards affordable dining with table
services. The offering bridges the gap between fast food establishments and fine dining restaurants;
• Pub, bar, club and lounge (“PBCL”): outlets that mainly serve alcohol and related beverages and include night clubs and sports
bars;
• Quick service restaurants (“QSR”): these are focused on speed of service, affordability and convenience and include the dine-in/
takeaway/delivery sub-formats;
• Cafes: these include coffee bars and parlours, and chai bars. They are mostly casual restaurants that emphasize on serving beverages and food incidental to those beverages; and
• Frozen desserts (“FD/IC”): small kiosk outlets of ice cream brands which have been extended to dine-in concept of frozen yogurt
and ice cream brands
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Overview of operating models in the food services market in India
The food services market in India has evolved from home grown, standalone, family-run business ventures to international partnerships with multipolar and integrated business models. Players in the food services market in India currently operate under four key
business models:
Master franchise: The traditional franchising model remains one of the most attractive operating models for international brands
entering the Indian market. Under this model, the international brand helps the franchisee set up the business by sharing its technical knowhow and lending the brand name. The investment is limited to pre-operative expenses such as supplier development,
franchisee training, location assessment and consulting expenses. In return,
the international brand charges a royalty fee from the franchisee. In certain instances, franchisees are allowed to operate a system
of sub-franchises. The master franchisee is also allowed to make small alterations in the size of the format based on availability of
real estate and for better unit economics in certain areas such as metro stations, tier II cities, highway locations, etc. Examples of
companies operating under this business model in India include Domino’s Pizza and Subway.
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Company owned and franchise: This model is very similar to the master franchise model. The key difference is that the international brand establishes its own representative office in the country and helps the franchisee in setting up its business. In addition to pre
-operative expenses typically incurred in the master franchise, this model also requires the international brand to incur expenses
related to setting up the representative office. The representative office has a team that is in close relationship with the franchisee
and is responsible for creating and maintaining the brand image. Examples of companies operating under this model in India include
Pizza Hut and Jumbo King.

100% company owned: Under this model the brands set up their business with their own investment and, as a result, have full control of the operation of the business. The downside to this model is that it is capital intensive and, therefore, prone to high financial
risk. The company is responsible for all operational aspects of running the business, including creating brand awareness, product
development and quality control. This model tends to be more popular with brands that continue to be family run, business that
operate under a niche concept or consider consistent service across outlets as a critical factor of operation. Examples of companies
operating under this model in India include Café Coffee Day and Barbeque Nation. Some of the companies operating under this
model are starting to create a hybrid between the 100% company owned and the franchise model, the franchisee owned company
operated model, under which the franchisee develops an outlet which is then run by the brand in return for a percentage in th e
share of the overall revenue.

Joint venture: Under this model, the international brand enters into a joint venture agreement with a local entity to create a new
entity which operates as master franchisee for the operation of the international brand in the country. The local partner has deep
understanding of the consumer behavior in the country and provides real estate to the international brand, as well as setting up the
supply chain, which allows the international brand for a faster scale in the country. Companies operating under the joint venture
model are allowed to make small alterations in the size of the
format based on availability of real estate and for better unit economics in certain areas such as metro stations, tier II cities, highway locations, etc. Examples of companies operating under this model in India include Starbucks, Burger King and TGI Friday’s.
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Organised food services market overview
The organized food services market in India (chain and standalone outlets, excluding restaurants in hotels) was estimated at ₹1,600
billion in Fiscal 2020 and is projected to grow at a CAGR of 15.4% to ₹3,275 billion by Fiscal 2025, and is expected to increase its
share of the total market from 37.8% in Fiscal 2020 to 50.3% by Fiscal 2025.

The chain market in India was estimated at INR 398 billion in Fiscal 2020 and is projected to grow at a CAGR of 19% to INR 965 billion by Fiscal 2025.
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The organized QSR sub-segment in India was estimated at ₹348 billion in Fiscal 2020 and is projected to grow at a CAGR of 19% to
₹825 billion by Fiscal 2025. Growth in the QSR sub-segment is expected to be driven by the chain QSR market, which was approximately 54% of the total QSR sub-segment in Fiscal 2020 and is estimated to be approximately 64% of the total QSR sub-segment by
Fiscal 2025. The historical growth of chain QSR has primarily been driven by international brands such as Domino’s Pizza, McDonald’s, Burger King, KFC and Subway, which combined account for approximately 44% of the total chain outlets in India as of Fiscal
2020.

Chain QSR market
Domino’s Pizza has achieved the largest market share of the chain QSR sub-segment by number of outlets (19% in Fiscal 2020) due
to aggressive marketing, an attractive value proposition and a strong home delivery network. They are followed by Subway (8% in
Fiscal 2020), McDonald’s (7% in Fiscal 2020), KFC (6% in Fiscal 2020) and Burger King (4% in Fiscal 2020), a relatively new entrant
that has increased its count in the shortest span of time as compared to other international QSR companies and has become a
prominent player in the QSR sub-segment. In terms of sales, Domino’s Pizza has the largest market share of the chain QSR subsegment by revenue (21% in Fiscal 2020) followed by McDonald’s (11% in Fiscal 2020), KFC (10% in Fiscal 2020), Subway (6% in Fiscal 2020) and Burger King (5% in Fiscal 2020).

Key formats in chain QSR
The Indian chain QSR sub-segment is dominated by burgers and sandwiches, with a market share of 31% in Fiscal 2020, followed by
pizza, with a market share of 26% in Fiscal 2020 and chicken, with a market share of 15% in Fiscal 2020. The majority of companies
within these formats are international brands. The remaining 25% of the market share in the chain QSR sub-segment is split between small national and regional companies offering Indian ethnic cuisine, Chinese cuisine and other types of cuisine.
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Company Review
Burger King is one of the fastest growing international QSR chains in India during the first five years of the operation based on number of restaurants. As the national master franchisee of the Burger King brand in India, the company has exclusive rights to develop,
establish, operate and franchise Burger King branded restaurants in India.

Competitive Strengths
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Exclusive national master franchise rights in India: Burger King India Limited is the national master franchise Burger King branded
restaurants in India. Master franchisee arrangement, which expires on December 31, 2039, provides company with the ability to use
Burger King’s globally recognised brand name to grow business in India, while leveraging the technical, marketing and operational
expertise associated with the global Burger King. Company’s master franchisee arrangement also provides with flexibility to tailor
menu, promotions and pricing to the Indian tastes and preferences while meeting Burger King global quality assurance standards. It
also provides company with flexibility over vertically managed and scalable supply chain, receive the support of BK AsiaPac though
its supplier approval process in selecting each of suppliers.
Vertically managed and scalable supply chain model: Company benefits from a vertically managed and scalable supply chain model
in which it individually negotiates with and actively manage suppliers of ingredients and packaging materials. The exclusive national
rights and flexibility that company’s master franchisee arrangement provides it means that company has significant control over the
purchasing of ingredients and packaging materials. Substantially all of the ingredients used in the preparation of the food it serves in
its restaurants are purchased locally from known suppliers that comply with Burger King food quality standards. Company also receives the support of BK AsiaPac through its globally defined and thorough approval process for suppliers for purposes of compliance with international audit norms and food quality standards when selecting each of suppliers. Company also has multiple suppliers for most of key ingredients, enabling company to generate competitiveness among its suppliers with the aim of obtaining the
best procurement price. Company also benefits from certain of suppliers being global suppliers that source large volumes of ingredients and packaging materials, which helps it obtain more competitive pricing. Company regularly review its supply contracts and
negotiate individually with suppliers at each level of supply chain.
Well defined restaurant development process: Company has a well-defined new-restaurant roll out process that enables company
to identify locations and build out restaurants quickly, consistently and efficiently. Company build its restaurant network using a
cluster approach and penetration strategy with the objective to provide greater convenience and accessibility for customers across
relevant geographies. Company launches its brand from flagship locations in high traffic and high visibility locations in key metropolitan areas and cities across India and then develop new restaurants within that cluster. This approach also helps it to efficiently manage vertically managed and scalable supply chain and drive down costs, due to the proximity of restaurants to each other and to the
distribution centres of third-party distributor.

Business Strategies
Increase the pace of expansion of restaurant network: Company intends to increase the pace of expansion of restaurant network
by using well-defined new-restaurant roll out process and cluster approach and penetration strategy with respect to restaurant location, while aiming to achieve an optimal mix across company’s different types of restaurant formats in order to drive footfalls and
compete effectively with other international QSR brands in India. Company plans to continue to build its restaurant network using
cluster approach and penetration strategy with the objective to provide greater convenience and accessibility for customers across
relevant geographies.
Continue to grow brand awareness and loyalty: Company’s vision is to make the Burger King brand the most loved QSR brand in
India. Company believes that brand awareness and loyalty to the Burger King brand in India has increased since its launch in November 2014 and that there is significant opportunity to continue to grow brand in India as restaurant network grows and penetrates
further into existing and new markets. Company intends to continue to leverage Burger King’s globally recognised brand name and
marketing initiatives, which are targeted at driving footfalls and supporting same-store sales. In particular, it intends to continue
targeting the large and growing millennial population in India. Company intends to continue to connect with millennials through
advertising and marketing campaigns, both on television and social media, in-restaurant design and messaging, and the packaging of
products, focusing on the millennial lifestyle and way of life of this large and growing age group .
Leverage technologies across business: Company intends to leverage its investments in the “360º technology” that it has invested
in and deployed across business of the past several years, such as centrally controlled digital menu board, self-ordering kiosks, the
new version of BK mobile app, handheld POS systems, the integration of customer platforms with delivery aggregators and the integration of its systems with third-party distributor.
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Risk Factors
Outbreak of Covid19: The outbreak of the COVID-19 pandemic, as well as GoI measures to reduce the spread of COVID-19, have
had a substantial impact on Burger King’s restaurant operations across India since last week of March 2020, and the timing of how
long the COVID-19 pandemic and the related GoI measures will last is still uncertain. In addition,Burger King India’s restaurants in
different states and regions in India have been disproportionately affected by COVID-19 and the measures implemented in each
state have varied due to regional and regulatory differences in each state in India.

Canara Bank Securities Ltd

Restrictions and obligations on operations due to exclusive rights: Pursuant to the Master Franchise and Development Agreement,
Company is obligated to develop and open at least 700 restaurants (whether Company-owned or sub-franchised) by December 31,
2026, provided that at all times the Company-owned Burger King Restaurants will represent 60% of the total number of Companyowned Burger King Restaurants and Sub-Franchised Burger King Restaurants in India, as determined at the end of each development year. If Company fails to achieve the cumulative opening target for any development year or fails to cure the shortfall, if applicable, subject to certain force majeure events beyond control, BK AsiaPac may terminate Development Rights or the Master Franchise and Development Agreement, which would have a material adverse effect on business, results of operations, financial condition and prospects.
May incur additional losses in the future : Company reported a restated loss of ₹822.32 million, ₹382.79 million and ₹765.70 million
in Fiscal 2018, 2019 and 2020, respectively, and ₹174.28 million and ₹1,189.46 million in the six months ended September 30, 2019
and September 30, 2020, respectively. Additionally, company has reported negative retained earnings of ₹4,615.20 million as at
September 30, 2020, which has resulted in erosion of a substantial portion of company’s other equity. Company may incur losses
after tax in the future. Company’s failure to generate profits may adversely affect the market price of Equity Shares, restrict company’s ability to pay dividends and impair ability to raise capital and expand its business.

Peer Comparison

Name of the Company

Revenue
(Crores)

FV

Basic EPS

NAV

P/E

P/B

RONW

Burger King India Ltd.

847

10

(2.87)

10.31

NA

5.82

(27.80%)

Jubilant Foodworks Ltd

3997

10

21.22

85.02

119.84

29.38

24.85%

Westlife Developement Ltd.

1561

2

(0.47)

37.07

NA

11.75

(1.27%)

Source: Closing prices as on 27/11/2020

External Ratings
As on May 29 2020, the company has a long term credit rating of “ICRA BBB+” with a negative outlook which included bank overdraft for the amount of INR 200 million and a short term credit rating of “ICRA A2” which included a bank guarantee of INR 100 million.
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Our Views
As an international Master Franchise in India of the brand, the company has rights to develop, establish, operate and franchise
Burger King branded restaurants in India. Burger King India Limited (“BKIL”) is one of the fastest growing international QSR chains in
India during the first five years of its operations based on number of restaurants. The company is currently operating 261 stores in
India that it wants to take it to 700 by 2026. This network expansion by identifying new locations in key metropolitan areas would
help the brand to achieve economies of scale.
The brand awareness of Burger King has increased since its launch and the company wants to penetrate further in the existing and
new markets. We believe that the company is in aggressive growth phase since its launch and the continuing fast growing brand
awareness together with the larger proportion of millennials preferring on the go food are likely to help company capitalize the
growth in terms of operations and margin
At present the performance of the company continue to be under pressure with company reporting losses of INR 62 crores at
EBITDA level largely because of pandemic effects. We believe that, as the things gradually normalize, the company would be able to
leverage its faster penetration and economies of scale with improvement in operating level margin. The stock has EV/Sales of 2.90x
(on its upper band) against its peers Jubilant Foodworks 8.16x and Westlife development 4.42x as on FY20, making the company
cheaper in comparison. Hence, considering the current situation and the performance of the company, we recommend a SUBSCRIBE for long term.

Canara Bank Securities Ltd

Sources: Company Website and Red Herring Prospectus
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Analyst Certification
We/I Akshay Pradhan, M.Com, Research Analyst authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation (s) or view (s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned
in the report.
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Disclosures and Disclaimers

CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK, is a SEBI registered intermediary offering broking services to its institutional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI
(INH000001253). CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor
its associates, neither the research analysts nor their associates (i) have any financial interest in the company which is the subject matter of this research report (ii)
holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month immediately preceding
the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject company in the past twelve
months (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months
(vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received any compensation or
other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation of Research report
discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the company.
We shall adhere to SEBI guidelines from time to time.
We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The securities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter
of the reports. All projections and forecasts in research reports have been prepared by our research team.
The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the assumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for client’s information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is
prohibited unless otherwise expressly authorized. Please ensure that the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments”
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to
market risk and investors/traders need to do study before taking any position in the market.
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