What’s interesting about Starbucks is that we can

use it to better understand ROA and ROIC %&%

()

ACADEMY

Andrew Stotz, PhD, CFA

_ My name is Andrew Stotz,
let’s get started!

This is not a recommendation
or investment advice.



COMPANY BACKGROUND
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Slightly more than 50% of stores are company

owned % g
o

Company operated

ACADEMY

Andrew Stotz, PhD, CFA
FRANCHISE

_ About 36,000 stores
18,253 company owned
117,458 licensed

_ Another 6% of revenue
comes from other items

™

82% of revenue

This is not a recommendation
or investment advice.

Source: A. Stotz Academy, fourweekmba.com



Number of stores worldwide in 2022
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This is not a recommendation

. . Sources: A. Stotz Academy, statista.com
or investment advice.




Revenue breakdown by segment

Beverage ACADEMY

- Andrew Stotz, PhD, CFA

2%
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STARBUCKS®

VERANDA

74% 22%

This is not a recommendation

. . Source: A. Stotz Academy, statista.com
or investment advice.



COMPETITIVE STRATEGY % g

ACADEMY

Andrew Stotz, PhD, CFA




Starbucks - US - Founded 1971

Cons. Disc. sector, 402,000 employees, USS27bn revenue

Main segments/products/divisions/brands

e Starbucks Coffee beverages
* Frappuccino blended beverages
e Starbucks Reserve Roastery and Reserve stores

Its competitive advantage

Competitive advantage through strong brand loyalty, premium
coffee experience, and global expansion.

How it achieved its competitive advantage

Achieved by creating a unique coffeehouse atmosphere, focusing
on high-quality beans, providing personalized customer
experiences, and building a strong global presence through
franchising and company-owned stores.

This is not a recommendation
or investment advice.
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Howard Schultz (born 1953) Former CEO and
chairman of Starbucks

* Joined Starbucks in 1982 and transformed it
into a global brand

* Credited with popularizing the concept of the
"third place" - a comfortable social gathering
spot outside of home and work

* Stepped down as CEO in 2000 but returned in
2008 to guide Starbucks through the global
financial crisis, finally stepped down in 2022

* He still owns nearly 2% of the company

This is not a recommendation
or investment advice.
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The success of the Starbucks app

* 26% of sales from mobile apps alone

* Strong loyalty program

* Earn stars and redeem for free drink
* Added gift card to the app

* Customer convenience
* Order, pay, and skip the line

This is not a recommendation

. . Source: A. Stotz Academy, shyamfuture.com
or investment advice.
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Aprons colors have meaning

A

ACADEMY

Andrew Stotz, PhD, CFA

_ Green — Classic

_ Black — Coffee master

_ Pale blue - Happy Hour

_ Orange - King's Day
celebration in the
Netherlands

This is not a recommendation

. . Source: A. Stotz Academy, mashed.com
or investment advice.




A journey from teachers to a global coffee icon

A

ACADEMY

* Original store opened in 1971, Seattle, USA

Andrew Stotz, PhD, CFA

* Founders: Jerry Baldwin, Gordon Bowker, and
Zev Siegl

* Were teachers and a writer who all loved
coffee

This is not a recommendation
or investment advice.

Source: A. Stotz Academy, starbucks.com 11
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Quarterly results

(USS m) FY3Q22 FY4Q22 FY1Q23 FY2Q23 FY3Q23 YoY (%) am23 23E % of 23E ACA D E M Y

Revenue 8,150 8,414 8,714 8,720 9,168 12.5 26,602 35,637 74.6
Cost of sales (6,273) (6,613) (6,803) (6,780) (6,904) 10.1 (20,486) (27,797) 73.7
Gross profit 1,877 1,801 1,911 1,940 2,264 20.6 6,116 7,840 78.0
SG&A (487) (538) (581) (620) (604) 24.2 (1,806) (2,209) 81.7
Other (exp)/inc (135) (123) (129) (126) (139) nm (394) (721) 54.7
EBIT 1,255 1,140 1,201 1,194 1,521 21.2 3,916 4,909 79.8 ik
; Andrew Stotz, PhD, CFA

inance cost (123) (125) (130) (136) (141) 14.5 (407) (501) 81.3 K
Otherinc/(exp) 20 31 12 110 21 7.6 143 31 463.3
Earnings before taxes 1,152 1,046 1,083 1,167 1,402 21.7 3,652 4,439 82.3 :
Income tax (279) (223) (280) (301) (322) 15.8 (904) (1,069) 84.5 SBUX reported FY3Q23
Earnings after taxes 874 823 803 866 1,079 235 2,748 3,370 81.5 recurring EPS Of UsS S 18 00’
Equity income 54 91 58 51 70 28.8 179 243 73.7
Minority interest (1) (0) = = (0) (75.0) (0) (4) 5.5 Wh|Ch WERN +243% YoY and
Earnings from cont. operations 927 913 861 917 1,149 23.9 2,927 3,609 81.1 o
Forex gain/(loss) & unusual items (14) (35) (6) (9) (7) nm (22) 16 (135.1) +256A) QOQ
Net profit 913 878 855 908 1,142 25.1 2,905 3,625 80.1 : 0
Recurring profit 923 906 859 915 1,147 24.2 2,921 3,613 80.9 The 9M23 result was 79.5%
EBITDA 1,701 1,591 1,601 1,612 1,956 15.0 5,169 6,751 76.6

of our full-year forecast

Recurring EPS (USS) 0.804 0.788 0.747 0.795 0.999 24.3 2.542 3.199 79.5
Reported EPS (USS) 0.798 0.767 0.746 0.793 0.999 25.2 2.537 3.210 79.0
Profits (%) FY3Q22 FY4Q22 FY1Q23 FY2Q23 FY3Q23 Diff (%) Iav23 23E Diff (%)
Gross margin 23.0 21.4 21.9 223 24.7 1.7 23.0 22.0 (1.0)
Operating margin 15.4 13.5 13.8 13.7 16.6 1.2 14.7 13.8 (0.9)
Net margin 11.2 10.4 9.8 10.4 12.5 1.3 10.9 10.2 (0.7)

This is not a recommendation
or investment advice.

13




Starbucks Claims $181M in Revenue From %&%

Unused Gift Cards and Loyalty Credits ACADEMY

BY PYMNTS | NOVEMBER 16, 2022 Ovll=| 00

Andrew Stotz, PhD, .

() About 1% of its sales and
4% of its net income

This is not a recommendation

. . Source: A. Stotz Academy, pymnts.com 14
or investment advice.



What’s interesting about Starbucks is that we can

use it to better understand ROA and ROIC %&%
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or investment advice.



Invested capital (SBUX, USSm) 20A 21A 22A
Short term loans 1,689 999 1,924
Long term borrowings 14,660 13,617 13,120
Minorities 6 7/ 8
Equity (7,805) (5,321) (8,707)
Total funding 8,549 9,301 6,345

This is not a recommendation

. . Sources: A. Stotz Academy, Company report
or investment advice.
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Invested capital (SBUX, US$m) 20A 21A 22A % g
Short term loans 1,689 999 1,924 /\Z/O%

Long term borrowings 14,660 13,617 13,120

Minorities 6 7/ 8 ACADEMY
Equity (7,805) (5,321) (8,707)

Total funding 8,549 9,301 6,345

Less cash & securities (4,632) (6,618) (3,183) Andrew Stotz, PhD, CFA
Less LT-investments (479) (269) (311) :
Invested capital 3,438 2,415 2,851

This is not a recommendation
or investment advice.

Sources: A. Stotz Academy, Company report 17



Invested capital (SBUX, USSm) 20A 21A 22A
Short term loans 1,689 999 1,924
Long term borrowings 14,660 13,617 13,120
Minorities 6 7/ 8
Equity (7,805) (5,321) (8,707)
Total funding 8,549 9,301 6,345
Less cash & securities (4,632) (6,618) (3,183)
Less LT-investments (479) (269) (311)
Invested capital 3,438 2,415 2,851
Net oper prof after tax 1,329 3,646 3,415
Return on invested captial (%) 39 151 120

This is not a recommendation
or investment advice.

Sources: A. Stotz Academy, Company report
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Invested capital (SBUX, USSm) 20A 21A 22A
Short term loans 1,689 999 1,924
Long term borrowings 14,660 13,617 13,120
Minorities 6 7/ 8
Equity (7,805) (5,321) (8,707)
Total funding 8,549 9,301 6,345
Less cash & securities (4,632) (6,618) (3,183)
Less LT-investments (479) (269) (311)
Invested capital 3,438 2,415 2,851
Net oper prof after tax 1,329 3,646 3,415
Return on invested captial (%) 39 151 120
Total assets 29,375 31,393 27,978
NOPAT return on assets (%) 5 12 12

This is not a recommendation
or investment advice.

Sources: A. Stotz Academy, Company report
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Invested capital (SBUX, USSm) 20A 21A 22A
Short term loans 1,689 999 1,924

Long term borrowings 14,660 13,617 13,120

Minorities 6 7/ 8

Equity (7,805) (5,321) (8,707)
Total funding 8,549 9,301 6,345

Less cash & securities (4,632) (6,618) (3,183)
Less LT-investments (479) (269) (311)
Invested capital 3,438 2,415 2,851

Net oper prof after tax 1,329 3,646 3,415

Return on invested captial (%) 39 151 120

Total assets 29,375 31,393 27,978

NOPAT return on assets (%) 5 12 12

Long term average Global Cons. Staples

EBIT return on assets 9 10

Return on assets 6 6

Ret. on invest. capital 13 13

This is not a recommendation

Sources: A. Stotz Academy, Company report

or investment advice.
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COMPETITIVE ADVANTAGE

A

ACADEMY

Andrew Stotz, PhD, CFA

This is not a recommendation
or investment advice.



< A

ACADEMY

IS the Compa ny Andrew Stotz, PhD, CFA
financially world class?




A

Here’s the method | use as ACADEMY
an investor and business
owner to measure whether
a company has a
competitive advantage

Andrew Stotz, PhD, CFA

This is not a recommendation
or investment advice.
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ACADEMY

The World CIaSS Andrew Stotz, PhD, CFA
Benchmarking score card we
developed 10 years ago

7 .
s o
%
L

This is not a recommendation
or investment advice.



Here’s how | construct the scorecard for any
company

* We gather the yearly and quarterly financial
data of 26,000 companies worldwide

* We then calculate each company’s Profitable
Growth score

* Which is a composite measure of both
profitability and growth

This is not a recommendation
or investment advice.

A

ACADEMY

Andrew Stotz, PhD, CFA




Here’s how we construct the scorecard for any

company %&%

ACADEMY
* After that, we rank the subject company
relative to sector peers of similar size Andrew Stotz, PhD, CFA
* Decile ranking is from 1 (best) to 10 (worst)
* A score of 1 or 2 is financially world class Is the company
* We assess the company’s performance over financially

the prior four years and the past 12 months world class?
(PTM)

This is not a recommendation

. . 26
or investment advice.



WORLDCLASS

STOTZ INVESTMENT AESEARCH

McDonalds: A. Stotz Profitable Growth BENCHMARKING

ACADEMY

Profitable Growth
'19 ‘20 '21 '22 PTM

Andrew Stotz, PhD, CFA

McDonald’s

Benchmarked against 960 large Cons. Disc. companies worldwide.

Source: A. Stotz Investment Research. Notes: 1 = top ranking and 10 = worst. Most recent year's data is based on the past 12 months (PTM) of

published data.

This is not a recommendation

. . 27
or investment advice.




WORLDCLASS

Starbucks: A. Stotz Profitable Growth | BENCHMARKING

ACADEMY

Profitable Growth
'19 '20 '21 '22 PTM
l2]afafa]2]

Andrew Stotz, PhD, CFA

Benchmarked against 960 large Cons. Disc. companies worldwide.

Source: A. Stotz Investment Research. Motes: 1 = top ranking and 10 = worst. Most recent year's data is based on the past 12 months (PTM) of

published data.

This is not a recommendation

. . 28
or investment advice.




Thisisn

McDonalds
USSbn
USSbn 2021 2022
Revenue 23.2 23.2
Profit 7.5 6.2
NPM (%) 32.5 26.6

ot a recommendation

or investment advice.
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McDonalds
USSbn

2021 2022

23.2

Starbucks
USSbn

2021 2022

24.6

USSbn
Revenue
Profit
NPM (%)

23.2 26.6

32.5 26.6 17.1 123

a recommendation
or investment advice.
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A

ACADEMY

Is your company financially
world class? Andrew Stotz, PhD, CFA

Just message me, and I'll
score your company

This is not a recommendation
or investment advice.



VALUATION % g

ACADEMY

Andrew Stotz, PhD, CFA

This is not a recommendation
or investment advice.



Free cash flow

ACADEMY

(YE Oct, USS m) 2020A 2021A 2022A 2023E 2024E 2025E 2026E 2027E
EBIT 1,678 4,757 4,507 4,909 5,198 4,758 5,112 5,430
Est tax rate (%) 28 23 24 24 24 24 24 24
NOPAT 1,200 3,650 3,437 3,731 3,950 3,616 3,885 4,127 Andrew Stotz IR hD , CFA
Add: Depre & amort 1,503 1,524 1,529 1,599 1,648 1,698 1,750 1,804 -
Cash NOPAT 2,704 5,175 4,967 5,330 5,598 5,315 5,635 5,930
Chgin A/R (159) (74) (133) (141) (84) (73) (123) (133)
Chgininventory (22) (53) (573) (63) (224) (291) (220) (238)
Chgin oth curr asst (96) 162 8 (49) (46) (46) (44) (48)
Chgin A/P 417 484 234 309 347 451 342 369
Chgin oth curr liabs (922) 1,011 (159) 571 463 31 410 443
Less: Chg in work cap (783) 1,530 (622) 627 456 73 364 393
Less: CAPEX (1,484) (1,470) (1,841) (840) (876) (864) (894) (926)
Less: Chgin invest cap
Free cash flow to firm 437 5,235 2,504 5,118 5,178 4,524 5,105 5,398
FCF per share (USS) 0.4 4.4 2.2 4.5 4.7 4.2 4.9 5.4
NOPAT growth (%) (61.3) 204.1 (5.8) 8.5 5.9 (8.5) 7.4 6.2
FCF growth (%) (89.7) 1,097.6 (52.2) 104.4 1.2 (12.6) 12.9 57

This is not a recommendation
or investment advice.
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Discounted cash flow analysis

Calculation of cost of equity (COE, %) Estimate

Market: United States of America UsS m Equity value per share (USS) ACA D E M Y
Market risk-free rate 3.5

Market equity risk premium 10.0 100 7 — Current stock price (USS)

Market return 135 90 23
Company beta (x) 1.0 80 -

COE 13.5 70 - 66
Calculation of WACC Average €0 - 59

Cost of debt a1 Andrew Stotz, PhD, CFA
Average tax rate 25.3

After tax cost of debt 3.1 40~ 31

Cost of preferred stock - 30 A

Debt as a % of total capital 14.5 20

Preferred stock as a % of total capital - 10 4

Equity market value as a % of total capital 85.5 ) . . .
Weighted average cost of capital 12.0 DDM FCFF FCFE

SBUX: Valuation (US$ m) DDM % FCFF % FCFE %
PV of cash flow in years 2023-27 9,330 26 18,212 27 16,965 23
PV of fade period 14,142 40 28,576 43 27,775 37
PV of terminal value 11,738 33 31,299 47 25,969 35
Present value of future cash flows 35,209 100 78,086 117 70,710 95
Add: Cash & ST investments na* - 3,183 5 3,183 4
Add: Long-term investments na - 311 0 311 0
Corporate value 35,209 100 81,580 123 74,204 100
Less: Total debt, preferred stock & minorities na - (15,052) (23) na -
Shareholder value 35,209 100 66,529 100 74,204 100
Number of shares (m) 1,129 1,129 1,129

Equity value per share (USS) 31 59 66

This is not a recommendation
or investment advice.
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Multiple valuation %g

PE ratio (x) 2021A 2022A 2023E 2024E
SBUX 35.6 35.7 29.0 27.6 ACA D E MY
USA 28.0 38.9 28.2 24.1
Asia ex Japan 30.9 24.2 15.1 12.6
World 21.9 25.8 19.6 17.3
EPS growth (%)
SBUX 212.2 (7.6) 10.6 5.0 Andrew Stotz, PhD, CFA
USA 0.5 16.4 na 16.3
Asia ex Japan (13.2) 17.6 60.3 20.0 " The company has about a
World 55.5 (0.1) 31.7 13.1 .
140% return on invested
PB ratio (X) 2021A 2022A 2023E 2024E Capital due to Share
SBUX (24.7) (13.6) (13.7) (15.8) .
USA 7.1 9.4 8.0 6.8 buyPaCk Wh'Fh makes
Asia ex Japan 2.3 2.1 1.9 1.7 equity negative
World 3.1 3.5 3.3 2.9 - .
;r y It’s 12% return on assets is
ROE
(%) a comparable measure
SBUX na na na na
USA 25.4 24.2 28.6 28.2
Asia ex Japan 7.5 8.8 12.9 13.8
World 14.3 13.5 16.6 16.9

This is not a recommendation

. . 35
or investment advice.




A

ACADEMY

What is your company

worth? Andrew Stotz, PhD, CFA

Message me, and let’s discuss
the value of your company

This is not a recommendation
or investment advice.
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