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In recent years Dunkin’ has focused on social
responsibility efforts in parallel with expanding
their offerings and modernizing.

Headquarters: Canton, Massachusetts
Founded: 1950
CEO: David Hoffmann

Dunkin’ is to phase out all polystyrene foam cups in
its global supply chain by the end of 2020. They
also work with organizations like the Rainforest
Alliance to ensure their coffee with the rest of their
ingredients are being sourced sustainably.

Industry: Food and Beverage – Coffeehouse
Products: Baked goods – Hot Beverages – Ice
Beverages – Frozen Beverages – Sandwiches – Soft
Drinks
Number of locations: 12,871 (2019)

In 2018 Dunkin’ added an espresso product line to
their product mix to try to expand their reach
within the beverage market in order to stand up to
their biggest competitor, Starbucks.

Market Cap: 7.21B
Dunkin’ is a multinational coffee and doughnut
company with approximately 12,900 locations in
42 countries, operated out of the headquarters in
America. Dunkin’ also known as Dunkin’ Donuts is
a subsidiary of Dunkin’ Brands which is also a
parent company of Baskin-Robbins. Dunkin’ Donuts
was acquired by Baskin Robbin’s in 1990’s, but
both Baskin Robbin’s and Dunkin’ have been
subsidiaries of Dunkin’ Brands since 2004.

In 2018 Dunkin’ partnered with Grubhub to start
its new delivery service. In 2019 Dunkin’ partnered
with Beyond Meat, becoming the first U.S.
Restaurant brand to serve Beyond Sausage.
Dunkin’ Donuts is best known by their slogan:

Dunkin’ originally was known for the variety of
doughnuts provided and secondly coffee. As the
brand developed, Dunkin’ has been expanding its
food offering as well as shifting to focus on the
beverages it provides. Dunkin’s products include
hot, iced, and frozen beverages, bagels, croissants,
hash browns, muffins, wraps, and various
sandwiches.

Dunkin’ Main Competition:

Dunkin’ was founded in Quincy, Massachusetts in
1948 by William Rosenberg, originally named Open
Kettle. Rosenberg changed the name to Dunkin’
Donuts in 1950 and started selling franchise’s to
others starting in 1955.

Dunkin’ Quarterly Revenue has been increasing
from the first Quarter of 2020, indicating a slow
return to normal projection, post pandemic
lockdown.
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Starbucks in Dunkin’ main competitor in the eyes of America, with a market cap of 104.8B. Starbucks operates
over 30,000 locations in more than 70 countries. Dunkin’ and Starbucks directly compete in all product lines.

McDonald’s began offering breakfast during all hours in 2015 and expanding on its coffee offering becoming a
direct competitor with Dunkin’s products. McDonald’s has a market cap of 166.8B and operates 38,695
locations worldwide.
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Due to the global pandemic the stock performance in
the industry is skewed due the change in patterns of
consumers. Method 2 & 3 DNKN is a Sell and Method 4
& 6 it is a Buy leveling out to a HOLD.

Almost all ratios change between 2017 and 2018 due to Dunkin’ raising money
by diluting its leverage and increasing Dunkin’s overall debt. The Leverage
shown decreases slightly. Dunkin in 2019 had a sharp rise in the quantity of
Long-Term Capital Lease Obligations showing an overall quantity of store
openings this in turn directly affected the ROA and ROE Ratio’s. Assets grew
using equity, therefore ROA and ROE decreased. This is also shown in the Cap
Ratio slightly increasing from 2018. Another sign of expansion is the increase in
account receivable turnover and days. Due to new logistics and infrastructure
receivable days will increase. Lastly, Revenue decreased in the LTM due to
coronavirus and overall reduction in store hours, this in not a sign of concern.
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ROA

4.7%

9.41%

Profit Margin

5.56%

24.95%

ROE

48.88%

36.82%

Operations:
•
•

•

Revenues increase post repositioning
in 2017 for the last two years.
Revenues have slightly dropped in the
last 12 months, but by the end of 2020
should remain close to revenues from
2019. Loss in revenues are presumed
due to the global pandemic and the
reduction in operating hours.

•
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Repositioning in 2017 changed the focus
and direction of Dunkin Donuts to
compete more effectively in the coffee
and beverage segments.
Dunkin’ announced in 2018 that it will
add approximately 1000 net new
Dunkin’ Donuts location in the U.S. by
the end of 2020.

Stockholders’ Equity greatly decreased from
2017 into 2018 during the restructuring.
Liabilities also great increased from 2017 into
2018.

Total Assets generally remains consistent from
2016 to present day with a slight increasing
trend. In 2019 there has been a sharp increase
in the quantity of Long-Term Capital Lease
Obligations.
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There are large changes in cash flow due to changes in the inflow and
outflow of liabilities/Debt. There is a large outflow of cash in working
capital due to initiatives in 2018 through present. The initiatives are also
linked to a large outflow of cash with the purchase of PPE.
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Revenues:

Operating Expense:

Revenue historically had remained consistent
excluding 2018 due to cost cutting from a new
CEO. The new CEO laid out a roadmap ending in
2020. Due to the coronavirus the LTM revenue is
shown as a decrease of 5%. The assumption is that
the revenue will continue this trend to an overall
decrease of 5.5% in 2020, by the end of the year.
Dunkin’ has set up in store initiatives as well as
increasing drive through and mobile order takeout
capacity. The only remaining factor holding Dunkin’
back is consumer behavior and the overall store
hour reduction. With states opening back up,
consumers should follow with an increase in
spending, leading to the projection that Revenue
will increase in 2021 and have a ripple effect due
to both the expansion efforts of the new CEO, as
well as the recovery from the pandemic.

Operating expense is shown as the average of the
last 4 years, even with a trend showing a reduction
in the overall operating expense from 2016 to
2020, the pandemic could lead to an increase in
operating expense.
EBITDA:
EBITDA historically has wavered. These projections
are based on the assumption that the roadmap
finished in 2020 will project a steady increase in
revenue.
Other Assumptions:
Capex
Capex as of percentage of revenue has a multiplier
of 90% due to the assumption that overall
spending on Capex projects will decrease in the
coming years. Capex projects will be reduced due
to the uncertainty of coronavirus as well as the
completion of the roadmap from 2018 to 2020.

Cost of Revenue:
The cost of revenue’s average is taken from the
LTM and the previous two years excluding 2017 &
2016, prior to the new initiatives. This is because
the average of the cost of revenue is overall high
due to the increase in spending.

Debt
There is an assumption that debt will be slowly be
paid back at a rate of only 1% per year.
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Valuation Analysis Discussion:

DNKN would be a buy do to the fact is has room to
grow to meet industry standards and it is taking
the proper steps to grow to these standards.

Due to the global pandemic the stock
performance in the industry is skewed due the
change in patterns of consumer behavior. The
Market Value of the stock is just below the
average of the methods 2, 3, 4 & 6. Method 2 &
3 DNKN is a Sell and Method 4 & 6 it is a Buy
leveling out to a HOLD.

Results:
Nevertheless, due to the averaging out of all the
methods, DNKN remains a HOLD at a stock price of
$88.84, only 1.3% above the current stock price.
Therefore, Holding Dunkin and waiting for new
initiative or news is suggested.

Knowing about the restructuring from the new
CEO it makes sense that the Discount cash flow
valuation will be overpriced, where Dunkin’ is
probably giving out minimum dividends
meaning the Dividend Discount Model will be
underpriced. This is due to the changes in debt.
Knowing what we know, looking at method 4
which compares the stock value to the industry,
showing that Dunkin’ itself is undervalued.
Looking at this method alone and knowing what
Dunkin’ has been planning and the initiatives
taken to improve the overall business structure,
DNKN would be a buy.
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DNKN Vs S&P 500
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