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MCD (NYSE)
 MENGYU SUNJUNYING SHENCHI ZHANG October 30,2012
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AGENDA
 Investment Summary Macroeconomic Overview Stock Market prospects Company Overview Financial analysis and Projection Valuation (DCF and Comps) Recommendation
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Investment Summary (MCD)
 Purchased 200 shares in March 2009 @ price $52.44 Unrealized capital gain of 65.35% Current Price $86.71 (Oct 29,2012)
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Industry Overview – Porter’s 5 Forces
 Quick-Service and Fast Casual Restaurant industry
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Industry Overview – Key Challenges
 Consumption Expenditure
 Health Concern
 Changes in Consumer Preference
 Intense Competition
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Key Challenges (cont’d)
 Source: http://clients1.ibisworld.com/reports/gl/industry/default.aspx?entid=1480
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Changing Preferences
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Industry Overview- Geographic
 • North America – 63% revenue share• Europe – 10% revenue share• North Asia – 9.2% share and expanding rapidly• Industry shares will shift gradually from developed
 regions towards high population, high income and middle class growing areas.
 Source: http://clients1.ibisworld.com/reports/gl/industry/default.aspx?entid=1480
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Industry Outlook- Developed Nations
 Industry is mature in developed nations such as the United states Some operations and stores have closed The rate of new store openings has slowed Operators are concentrating on
 international openings There is heavy price-based competition Health concern and changing preferences Profitability is low
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Industry Outlook- Developing Nations
 Developing nations’ share of global fast-food revenue is expected to climb to 20% by 2017. High populations and growth rates are
 driving demand in developing countries Growth in middle income households is
 driving demand for fast-foods in developing nations
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Industry Outlook - Overall Revenue OutlookGrowth %
 2013 2014 2015 2016 2017
 US 2.2 2.1 2.2 1.0 1.9
 Global 2.7 2.4 2.1 1.7 1.5
 Source: http://clients1.ibisworld.com/reports/gl/industry/default.aspx?entid=1480
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Company Overview
 Franchises & operates McDonald's restaurants in the global restaurant industry
 Either by the Company or by franchisees
 Assure consistency & high quality Substantially uniform menu, although
 there are geographic variations
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Strategic Decision
 • More than 33,500 restaurants in 119 countries
 • Plan to Win (5P)
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Total Revenues (6 years)
 Source: http://www.aboutmcdonalds.com/mcd/investors/financial_highlights.html
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Comparable Sales
 Source: http://www.aboutmcdonalds.com/mcd/investors/financial_highlights.html
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2011 Revenue & Systemwide Restaurants by segment
 32%
 40%
 22%
 6% 42%
 21%27%
 10%
 Source: http://www.aboutmcdonalds.com/mcd/investors/financial_highlights.html
 Revenue by segment Number of restaurants by segment
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Segment Growth
 Source: http://www.aboutmcdonalds.com/mcd/investors/financial_highlights.html
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Segment Growth Drivers

Page 19
                        

Recent News
 10-Q: COGS up 4-4.5% in US and Europe SGA expenses down 2% Interest expense up 8-10% (net issuances of $787
 MM debt) CapEx $2.5 B, half invested in opening new
 restaurants and half in reinvesting in existing restaurants
 MCD’s to list calorie information on restaurant and drive-through menu The world's largest fast-food chain continues its push
 to appeal to more nutrition-conscious consumers.

Page 20
                        

Comparable Analysis Low industry concentration In 2012, the top four global players only account
 for about 23.5% of the available market share.
 Source: http://clients1.ibisworld.com/reports/gl/industry/default.aspx?entid=1480
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Stock Performance Over 5-Years
 Doctor’s Associates, Inc: private companyBurger King Corporation: went public again @ July.26.2012
 Source: http://finance.yahoo.com/echarts?s=MCD+Interactive#symbol=MCD;range=1d
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Comparable Analysis
 Stock price average = $89.2
 Enterprise Value to Market Cap Price to fundamentals
 EBITDA EBIT Sales (mil's $) P/E P/BV P/S
 MCD 9.9x 8.5x 27.00 87,441 16.3x 6.2x 3.2x
 YUM 2.6x 2.0x 12.6x 31,581 22.1x 14.4x 2.4x
 WEN 0.3x 0.2x 2.4x 1,626 29.7x 0.8x 0.7x
 BKW 0.5x 0.4x 2.3x 5,233 n/a 4.8x n/a
 Industry average 22.7x 6.6x 2.1x
 MCD Financials per share MCD stock price
 Earnings 5.3 119.6
 BV (equity) 13.9 91.2
 Sales 27.1 56.8Stock price
 average 89.21733333
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Projection
 Depends on the revenue growths/operating income changes based on different regions.
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DCF analysis
 Perpetual growth rate at discount rate sensivities
 Perpetual growth rate
 $95.81 2.00% 2.50% 3.00% 4.00% 4.50%
 12.25% 99.24 103.26 107.71 118.24 124.52
 12.75% 93.93 97.51 101.46 110.71 116.17
 13.25% 89.09 92.29 95.81 103.99 108.78
 13.75% 84.66 87.54 90.69 97.96 102.18
 14.25% 80.59 83.20 86.03 92.52 96.26
 Projected Stock Price $95.81
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Valuation
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Recommendation
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Triggers
 • China Economy Hard landing • Brand Concentration (Compare to Yum!)o public relationship crisis (mad cow disease)
 • Standardize (MCD) vs. localize (Yum!)
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