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preferred exposure 

for cash is 100%. The 
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exposure for each of 
the other asset 
classes is 33%. 



RESTAURANTS & CONSUMER STAPLES 

HOWARD PENNEY & SHAYNE LAIDLAW 
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MACRO ENVIRONMENT 

Photo source: www.weknowyourdreams.com 
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BLACK BOX COMPARABLE RESTAURANT SALES 

• February comp sales were -3.7% (-2.7% on a rolling 3 month basis) 
• Many management teams in the restaurants space had voiced concerns of extremely poor February sales and traffic on their earnings 

calls.  For example, on RRGB’s 4Q16 earnings call, CFO Guy Constant stated the following: “I think it’s no secret that January results for the 
industry have taken a bit of a turn to the positive from what we saw late in the fourth quarter, but February has certainly been challenging for 
the industry.” 

 Data Source: Black Box Intelligence 
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BLACK BOX COMPARABLE RESTAURANT TRAFFIC 

• Comp traffic was -5% (-4.7% on a rolling 3 months basis) 
• According to TDn2K, a notable part of the story is the income tax refund delay. According to Black Box Intelligence, these delays 

“undoubtedly depressed sales in the early weeks of February. In 2014, almost 30M families received more than $70B in Earned 
Income Tax credit. Even a small delay in refunds had the potential to greatly impact consumer spending.” 

Data Source: Black Box Intelligence 
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CONFERENCE BOARD CONSUMER CONFIDENCE 

#GROWTHACCELERATING 
• After a moderate increase in February, the Consumer Confidence Index rose considerably in March, now standing at 125.6, up from 

116.1 in February 
• This represents a sequential change of +9.5 and a year over year change of +29.5 
Data Source: The Conference Board Consumer Confidence Index 
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BLACK BOX DATA VS CONSUMER CONFIDENCE 
Black Box SRS vs. Consumer Confidence Black Box Traffic vs Consumer Confidence 
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FAH VS FAFH INFLATION DIFFERENTIAL 

• The data has continued to get less deflationary (less bad). CPI – FAH was down -1.7% YoY in the data reported on 3/15/17, 
representing a 20bps sequential improvement (this represents the fourth consecutive month of less-bad deflation) 

• CPI- FAFH remained flat at +2.4%, and has fluctuated from 2.3% to 2.4% for the last 6 months. The differential now stands at -4.1%, a 
20bps reduction in the inflation differential between the two eating occasions. 

Data Source: The Conference Board Consumer Confidence Index 
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RESTAURANT EMPLOYMENT GROWTH (Y/Y) 

• In January, restaurant employment growth in full service and leisure & hospitality has continued to slow, as both categories slowed 
by 14bps and 5bps, respectively. 

• Limited service employment, on the other hand, has shown employment for two consecutive months, now standing at 2.71%, a 
bump of 4bps sequentially. 

Data Source: The Conference Board Consumer Confidence Index 
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SHORT INTEREST  
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ANALYST RATING 
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HEDGEYE RESTAURANTS IDEAS LIST 

Data Source: Hedgeye.  

*Hedgeye’s “bench” represents Hedgeye’s outlook on companies currently under Hedgeye’s review.  Hedgeye may or may not provide further 
commentary on any or all companies represented on the bench and representation of a company on the bench does not forecast whether Hedgeye 
will or will not issue any additional material on that company.  

LONG LIST TRADE TREND TAIL SHORT LIST TRADE TREND TAIL

1) PNRA Panera Bread Company    1) CMG Chipotle Mexican Grill X X X

2) BWLD Buffalo Wild Wings    2) GRUB GrubHub - X X

3) RRGB Red Robin Gourmet Burger    3) DNKN Dunkin' Brands X X X

4) DFRG Del Frisco's Rest. Group   - 4) CAKE Cheesecake Factory X X X

5) SONC Sonic - -  5) CHUY Chuy's Holdings X X X

6) FRGI Fiesta Restaurant Group   

LONG BENCH SHORT BENCH

WING Wingstop SHAK Shake Shack

MCD McDonald's    YUM Yum! Brands    

ARCO Arcos Dorados Holdings

YUMC Yum China    

DPZ Domino's

EAT Brinker International

SBUX Starbucks

TXRH Texas Roadhouse

DRI Darden Restaurants, Inc.
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SONIC (SONC) 
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A LITTLE BACKGROUND…(FROM JANUARY 24TH BLACK BOOK) 

Data Source: Company Filings, Company Presentation, Hedgeye. 

• POPS was originally and formally announced on SONC’s 4Q13 
earnings call, as a portion of what the company refers to as ICE 
(Integrated Customer Engagement). 

• The initial purpose of the endeavor was to increase traffic, offer a 
personalized experience, and provide targeted messaging. 

• According to CEO Cliff Hudson, “We see an ability to focus on 
customers in a different way than we would have historically, in 
terms of getting news out about our brand…an attempt to connect 
with them on a more individualized basis with a targeted message 
that yields much greater potential in personalizing the transaction.” 
(4Q13 Earnings Call) 

• Now the SMART POPS system has taken on an expanded role, with 
the ability to display personalized menu item offers, based on a 
specific order. 

• SMART POPS will give SONC the ability to perform smart 
suggestive selling, with the goal of increasing customer interaction 
and average check value. 

Point of Personalized Service (POPS) Integrated Customer Engagement (ICE) 

• Titled “New Rules of Engagement,” management rolled out its 
new consumer-centric digital growth engine, which they refer to 
as “ICE”, on their 4Q13 earnings call. 

• According to CEO Cliff Hudson, “The integration of the POPS 
and ICE network will allow us to engage with the customer 
when they’re online, in stall, in a way that I think is, as SONC 
strives to do it at all times, differentiated versus our competitors 
and one that should help us with loyalty, thus traffic/sales.” 
(4Q13 Earnings Call) 

• The enhanced ICE functionality will allow for the Company to 
change board messaging according to ticket affinity. 

1:1 CRM Engine 
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GROWTH INITIATIVES LEAD THE CHARGE(FROM JANUARY 24TH BLACK BOOK) 

Data Source: Company Filings, Apple iTunes Store, Hedgeye. 

% of System with POPS Installed 

“Store segmentation and smart suggestive sell.” 
• POPS is an integral part of SONC’s ICE (Integrated 

Customer Engagement) platform, which leverages the 
company’s point of sales system overall. 

• Store segmentation allows for differentiated POPS 
content depending on store type (even varying among 
drive-ins within the same market). 

• Smart suggestive sale uses an algorithm to present 
suggested and complementary products as 
customers place their orders. 

• Order Ahead, allowing for the customer to order 
ahead and pay on their mobile device and pick up 
their order at a SONC location, will be rolled out in the 
spring/early summer of 2017. 

SONC’s ICE platform and Smart POPS system will be used to enable unique regional and 
customized individual promotions, through the use of transaction data. 

Coming Soon… Order Ahead 
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SONC SYSTEM-WIDE SSS 
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SONC COMPANY-OWNED SSS 
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SONC FRANCHISE SSS 

DATA SOURCE: COMPANY FILINGS, CONSENSUS METRIX.   
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DARDEN RESTAURANTS, INC. (DRI) 
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DRI OG TO-GO GROWTH RATE 

DATA SOURCE: COMPANY FILINGS.   
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