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November 5th, 2021

Starbucks Corporation

F4Q2021 Review Note and Model Update

F4Q2021 Review

SBUX F4Q2021 Earnings: SBUX reported F4Q2021 earnings on October 5th,
with Non-GAAP EPS of $1.00 (Cons. $1.00) and GAAP EPS of $1.49, including
a $0.56 gain on divesture of the South Korea joint venture and $0.10 related
to the extra week in Q4 fiscal 2021. Consolidated net revenues were $8.1 bn.
(Consensus $8.2 bn.), up 31% yoy (including the effect of an extra week).
From the 4th quarter ongoing, SBUX announced a re-segmentation of the
fully licensed Latin America and Carribean markets from the Americas
operating segment to the International operating segment. The Americas
segment has been renamed the North American operating segment.

US-SSS Back on Track, dissapointing SSS in China: North America SSS are
up 22%, mainly driven by a 19% increase in comparable transactions and 3%
increase in average ticket (US-SSS up 22%, 19% comp. transactions and 3%
average ticket). International-SSS are up 3%, driven by 6% increase in
comparable transactions and partially offset by 2% decrease in average
ticket. China-SSS decreased by 7%, driven by a 2% decline in comp.
transactions and 5% decline in average ticket.

Outlook FY22 - Pressure on op. margins and share buyback program:
For FY2022, SBUX Mgmt. expects non-GAAP op. margin to be at 17%, below
long term target range of 18% to 19%. Acc. to management this decrease is
mainly driven by the raise in wages and inflationary pressures. From FY 2022
onwards, SBUX expects to return $20bn. to shareholders within next three
through dividends (approx. 1/3) and the re-institution of the share-buyback
program (approx. 2/3).

Model Update and Review of Base Case (5th. October)

Increase in Cons. Revenue, lower Non-GAAP EPS in F2022: Based on
the updated to mgmt. guidance | updated consolidtated revenues to $32.5
bn. (up $0.5bn. compared to Oct. estimates; mgmt. guidance $32.5 bn. to
$33 bn.). Wrt. operating margins | incorporated the raise in wages and
inflation pressure, leading to a drop in non-GAAP operating margins to 17.1%
in FY2022 (down 180 bp compared to Oct. estimates). In total | now expect
FY2021 non-GAAP EPS of $3.41 (down from $3.79 in Oct; Consensus $3.44,
down from $3.79 in Oct.). One crucial aspect for top-line growth in F2022
will be the further development in China, accounted for 1/5 of operating
restaurantes. According to mgmt, the 7.0% drop in SSS in F4Q2021 was
mainly driven by COVID-measures (i.e. it was said that 80% of the stores
were operated under elevated sagety measures). Combined with the
expected increase in net new stores of 2.000, a stronger than expected SSS
in the International operating segment (estimation of 7.5%) and especially
China might push consolidated revenues to the higher bound of mgmt.
guidance in F2022.

Looking Beyond F2022 - Base Scenario and Long Term Growth Still
Intact: Despite the (temporary) setback in China-SSS and the drop in
operating margins in F2022, the overall growth of SBUX outlined in the
research report from October 5th., 2021 is still intact. Regarding the
addtional 2.000 net new stores in FY2022, management seems to be
determined to grow SBUX further in the increasing global coffee market.
Furthermore, the reinstitutation of the share repurchase-program shows
comittment to drive shareholder value.

Valuation: The 12m implied target share is slightly decreased from $117.00
to $111.00. It is derived from the equal weighted average of my DCF model
(base scenario) and from 12m F P/E-multiple with 31.1x base scenario
FY2022E EPS of $3.41. The 12m F P/E-multiple represents a 10% premium
to a group of comparable fast food restaurants (Median 28,31x) which | think
is reasonable due to the potential of higher medium and long term revenue
growth. NOTE: Since the decrease in the target price is mainly driven by the
expected decrease in non-GAAP EPS in F22, | will watch new information on
operating margin updates closely and might push out the EPS-multiple to
FY2023 within my next model review.
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Consensus Estimates
Overview per November 5th, 2021

Quarterly Estimates (Before Release)

F4Q2021E F1Q2022E F2Q2022E F3Q2022E F4Q2022E

Differences
#of Analysts Consensus Mndel [ (Actualvs | #of Analysts Consensus N_IOdEI #of Analysts Consensus MOdEI #of Analysts Consensus Model #of Analysts Consensus N.Iodel
Estimates Actual Model) Estimates Estimates Estimates Estimates

Revenue (SM) $ 8.244,86 S 8.279,79 $ 8.146,70 -133,09 19 $ 7.798,03 $ 7.752,19 19 $ 7.563,88 S 7.498,36 $ 8.273,71 $ 8.340,77 $ 8.410,20

Same Store Sales Growth (%) 13 19,10% 17,00% 0,17 10 10,55% 10 7,50% 10 6,26% 10 4,83%

Operating Profit (non-GAAP $M) 25 $ 1.597,10 $ 1.584,40 $ 1.597,40 $ 13,00 17 $ 1.453,40 $ 1.442,16 17 1331,6 $ 1.356,70 16 1648,08 $ 1.607,04 14 1628,85 $ 1.605,50
Implied Operating Margin (%) 19,37% 19,14% 19,61% 0,47% 18,64% 18,60% 17,60% 18,09% 19,92% 19,27% 19,37%

EBITDA (non-GAAP $M) 15 $ 1.937,80 $ 1.913,79 $ 1.952,10 $ 38,31 10 $ 1.826,07 $ 1.849,18 10 $ 1.688,25 $ 1.767,32 9 $ 1.974,20 $ 2.020,10 9 $ 1.99590 $ 2.023,98
Net income (non-GAAP, $M) 14 $ 1.183,10 $ 1.186,49 S 1.183,49 § -3,00 15 $ 1.028,15 $ 1.050,02 14 955,8 $ 992,22 13 1188 $ 1.217,20 12 189,35 $ 1.205,54
EPS (non-GAAP, $/per share) 22 S 1,00 $ 1,00 $ 1,00 $ -0,00 22 S 089 $ 0,89 22 S 082 $ 0,84 21 S 1,02 $ 1,03 19 S 1,02 $

Free cash flow (SM) 2 $ 91500 $ 413,35 $ 1.132,17 $ 718,82 2 $ 1.028,90 $ 2.156,27 2 $ 926,50 $ 729,06 2 $ 1.132,95 $ 1.093,24 2 $ 978,10 S

Capital expenditures (SM) 4 $ 720,00 S 794,86 S 484,30 $ -310,56 3 S 568,40 S 465,13 2 S 475,00 S 449,90 2 $ 500,00 $ 500,45 2 $ 525,00 S

Quarterly Estimates (After Release) - updated on 11/05/2021

F4Q2021E F1Q2022E F2Q2022E F3Q2022E F4Q2022E

Differences
Model [ (Actualvs | #of Analysts Consensus N_IOdEI #of Analysts Consensus MOdEI #of Analysts Consensus N.deI #of Analysts Consensus Model
Estimates Actual Model) Estimates Estimates Estimates Estimates
Revenue (SM) $ 8.244,86 S  8.146,70 $ 8.146,70 26 $ 7.983,23 $ 7.835,58 $ 7.699,04 $ 7.655,01 $ 8.450,60 $ 8.517,36 $ 8.512,92 $ 8.519,20
Same Store Sales Growth (%) 19,10% 17,00% 13 13,00% 11,80% 9,00% 11,07% 7,00% 9,36% 6,10% 8,32%
Operating Profit (non-GAAP $M) 1.597,10 $ 1.597,40 $ 1.597,40 17 1.347,80 $ 1.311,29 1211,91 $ 1.167,85 1571,08 $ 1.550,56 1541,42 $ 1.543,91

#of Analysts Consensus

Implied Operating Margin (%) 19,37% 19,61% 19,61% 0,00% 16,88% 16,74% 15,74% 15,26% 18,59% 18,20% 18,11% 18,12%
EBITDA (non-GAAP $M) 15 $ 1.937,80 $ 1.952,10 $ 1.952,10 $ - 14 $ 1.709,79 $ 1.695,78 14 $ 1.564,12 $ 1.558,44 14 $ 1.923,98 $ 1.946,23 13 $ 1.863,60 $ 1.947,06
Net income (non-GAAP, $M) 14 $ 1.183,10 $ 1.183,49 $ 1.183,49 $ - 20 $ 953,35 $ 921,88 20 $ 83891 $ 811,56 20 $ 1.11594 $ 1.096,21 19 $ 1.095,28 $ 1.090,00
EPS (non-GAAP, $/per share) 22 $ 1,00 $ 1,00 $ 1,00 $ - 31 $ 0,80 $ 0,79 31 $ 0,73 $ 0,70 31 $ 0,96 $ 0,95 30 $ 0,95 $ 0,95
Free cash flow ($M) 2 $ 91500 $ 1.132,17 $ 1.132,17 $ - 3 $ 961,30 $ 1.323,45 3 $ 856,40 $ 575,01 3 $ 1.059,30 $ 1.050,68 3 $ 987,93 $ 900,96
Capital expenditures (SM) 4 $ 720,00 $ 484,30 $ 48430 $ - 6 $ 431,45 $ 485,81 5 S 464,20 $ 474,61 5 $ 474,60 $ 519,56 5 $ 600,60 $ 519,67

Differences From Estimates Prior to the Latest Earnings Release - updated on 11/05/2021

FAQ2021E F1Q2022E F2Q2022E F3Q2022E F4Q2022E
Model

Model Model Model Model
Consensus " Consensus . Consensus . Consensus . Consensus .
Estimates Estimates Estimates Estimates Estimates
Revenue (SM) $ 9816 $ 133,09 $ 18520 $ 83,39 $ 13516 $ 156,65 $ 176,89 $ 176,59 $ 102,72
Same Store Sales Growth (%) 2,10% 2,45% 1,50% 0,74% 1,27%
Operating Profit (non-GAAP $M) 0,30 $ -13,00 $ -105,60 $ -130,87 $ -119,69 $ -188,85 $ -77,00 $ 56,48 -87,43 S 61,59
Implied Operating Margin (%) -0,24% -0,47% -1,76% -1,87% -1,86% -2,84% -1,33% -1,06% -1,26% -1,08%
EBITDA (non-GAAP $M) $  -1430 $ -38,31 $ -116,28 $ -153,41 $ -124,13 $ -208,88 $ 5022 $ 73,87 $ -132,30 $  -76,92
Net income (non-GAAP, $M) $ 0,39 $ 3,00 $ -7480 $ -128,14 $ -116,89 $ -180,66 $ 72,06 $ -120,99 905,93 $ -115,54
EPS (non-GAAP, $/per share) S 0,00 $ 0,00 S 0,09 $ -0,09 S 0,09 $ 0,14 S -0,06 $ -0,08 S -0,07 $ -0,07
Free cash flow ($M) $ 217,17 $ -718,82 $ 67,60 $ -832,82 $ 70,10 $ -154,05 $ 73,65 $  -42,56 S 9,83 $ 88,18
Capital expenditures ($M) $ 23570 S 310,56 $ -136,95 S 20,67 $ -10,80 S 24,71 $ 2540 S 19,11 S 75,60 $ 18,00
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