
Forecast Thesis

Americas Segment:

Due to the high uncertainty in the US economy in the last three months from the Delta variant,
Inflation & concerns of economic peaks, and to be aligned with the management guidance, I
expect the Comp Sales growth for Q4 2021 will be at the bottom of the management range which
is 22%. Also, Looking at the historical data of the Comp Sales growth with 84% increase in the
last quarter & my expectation of 22% increase for the next quarter. I believe Starbucks has
already recovered from COVID impact & the growth cycle will go back to what it had before
COVID. So I expect the first two quarters of 2022 to Increase by 5% only. And due to the
seasonality compared with the data before COVID in 2019. I expect Q3 to increase by 8% & Q4
by 7%. And for 2023-2026, I expect the Comp Sales growth will be at the bottom of the
management range, which is 4% due to the uncertainties for any long future forecast.

International Segment:

China has a huge portion of the International segment, and with Evergrande economic crisis,
which has a huge effect on China's economy. I believe that the whole financial system in China
will be affected & we already saw it on the equity market. Therefore, Starbucks in China will be
one of the victims, so to be aligned with the management guidance, I expect the Comp Sales
growth for Q4 2021 will be at the bottom of the management range, which is 6%. Also, looking
at the historical data for the Comp Sales growth, I believe that Starbucks in the international
segment is still in the COVID recovery phase, and there is a gap in growth to fill. So I expect the
first two quarters of 2022 to Increase by 5% only. And due to the seasonality compared with the
data before COVID in 2019. I expect Q3 to increase by 8% & Q4 by 7%. And for 2023-2026, I
expect the Comp Sales growth will be 3.5% which is less than the management range (4%-5%),
due to the uncertainties for any long future forecast & the slow growth in the international
segment based on the historical data.

Note: 2022 assumption for both segments have the exact numbers but different scenarios & rational
Americas Segment: The assumptions for 2022 indicate the same average as 2019 because I believe
Starbucks sales have already passed the COVID recovery phase based on the historical data.
International Segment: The assumptions for 2022 indicate better numbers than 2019 because I believe
Starbucks sales are still in the COVID recovery phase & there is a gap to fill based on the historical data.



Equity Risk Premium:

I believe that the economy has already recovered from COVID & there are some concerns about
an economic peak. At the same time, Delta variant spread is still out there & reflecting
negatively on the market & creating some financial fear for investors. And based on the recent
data, there is a non-normal increase of the CPI, and the Fed didn’t take any action to control this
inflation. Therefore, I expect that the Fed will be forced to increase the interest rate to balance
the financial system, which will negatively affect the whole market for a short period of time.

Note: You can see all of the adjusted input in the ERP Model.

Multiple Valuation:

My price target of $108 is based on 29.8x which is the consensus NTM PE Ratio avg 31.4x with
5% discount rate. The reason for applying the discount rate is due to the uncertainty & inflation
in the market which will affect the sales & reflect on the valuation.


