—— COMPASS——

RESTAURANT CONSULTING & RESEARCH

AUTHOR: SUMMARY OF INDUSTRY BUSINESS CONDITIONS:
Steve Crichlow
Founder & CEO SAME STORE SALES (SSS) (Includes Independents):
(251) 370-7011
steve@compassrcr.com SSS
WWW.COmMpassrcr.com Total Industry-wide avg. <55%>
info@compassrcr.com QSR <42%>

Casual Dining <73%>

Fine Dining <51%>

PAGE

Industry Conditions & News 1 = April top performers: Popeye’s, Domino’s, Wingstop.
SSS 1 =  April bottom performers: Applebee’s, IHOP, Red Robin.

Consumers/Operators Take 1
News Headlines 1 CONSUMERS AND OPERATORS PROVIDE THEIR TAKE:
Outlook 1
Consumers’ Survey 2

2

Operators’ Survey

= CONSUMERS: Quarantine fatigue, pent up demand, concerns and fears over
social distancing and personal income are all impacting the consumer’s
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Pizza Hut YUM 12 places.
Domino’s DPZ 13
FAST CASUAL IL Federal Government Passes 2 large stimulus packages for individuals and
Chipotle CMG 14 small businesses.
Starbucks SBUX 15
Wingstop WING 16 MAY OUTLOOK
CASUAL
ArolEiees DIN 17 = Brands we expect to = Brands we expect to
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CONSUMERS - WHAT WE HEARD IN APRIL 2020:

Consumer confidence has taken a beating over the last 6 weeks. One key looming concern is the rate and number of
people losing their jobs or have a reduction in hours (reduction in income) during the Covid-19 Crisis. As of April 23,
2020, the Department of Labor reported 30 million Americans have applied for unemployment benefits. This represents
approximately 19% of the labor force (source: Pew Research August 29, 2019).

This unprecedented loss of jobs is also generating a higher level of concern among those still employed of which 25%
fear they will lose their job within the next 12 months (Gallup Poll - 4/22/20). This amount of layoffs and rapid rate at
which it is occurring has shaken consumers’ confidence in the job market. The ripple effect will be an impact on their
spending as the economy begins to re-open — what they purchase, when, why and where, as well as the rate at which
they return to the labor force.

The University of Michigan’s recent Sentiment Survey of April 30, 2020 showed April’s sentiment at 71.8; a 17.3 point
drop from March.

While the initial impact in mid-March was the concern regarding the Covid-19 virus (62% stated it was their top
concern with personal finances coming in at 38%), by end of April the concern levels began to shift with Covid-19 at
60% and consensus over personal finances at 40%. As more people get impacted financially, their concerns begin
shifting. The restoration of consumers’ confidence in the job market will be difficult and likely take longer to achieve
than many had earlier estimated.

Survey by Lending Tree (April 24, 2020): on consumers’ plans for spending stimulus funds:
e 45% on groceries
e 29% onrent
e 22% on debts
e 10% on restaurants/splurge

OPERATORS - WHAT WE HEARD IN APRIL 2020:

According to our latest discussions, as many States and municipalities lift or ease their Shelter at Home restrictions,
operators are facing overwhelming obstacles to re-open their businesses or open their dining rooms - implement new
sanitizing and food safety policies and procedures, rehire and retrain employees, and evaluate current menus are just a
few of the myriad of tasks to begin a re-opening process.

Create and implement new standards, policies and procedures for food safety and restaurant cleaning/sanitizing
practices would include employee health evaluations and practices, rehire and retrain employees on those new policies
as well as new social distancing best practices. Work stations will need to be reconfigured as well as dining rooms to
create more distance between customers and employees, limiting the number of customers - logistics will have to be
worked out. Masks and gloves for employees will have to be procured and policies put in place, additional hand sanitizer
dispensary points will have to be set up in the restaurant, ensure restaurant is capable of handling “cashless
transaction” payment options (might require new software upgrades), remove customer access to any Self Service items
to avoid cross contamination. In the case of most QSR’s which offer self-serve drinks, an additional employee will need
to be stationed to fulfill that function. In some instances installing plexiglass shields at the cashier station to limit their
exposure. Continue to focus on the Off-Premise model. Another whole set of issues has emerged regarding obtaining
supplies to re-open - to include food and packaging as well as cleaning supplies, face masks, etc. Operators will need to
ensure their distributors have the needed items for re-opening and possibly have to establish some degree of credit for
their initial order.

Once all of this has been established and other State and Federal mandates have been met, then operators have to hope
the consumer returns.
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Covid-19 Impact on Supply Lines

According to the latest report from the CDC, as of May 1, 2020 thousands of U.S. workers in meat processing plants have been
infected with Covid-19 and at least 20 have died. Workers in 115 plants in 19 States have been diagnosed with Covid-19
resulting in 25 meat processing plants closing or partially closing. This will create a disruption in the supply line. According to
the USDA, these closed or partially closed plants represent 15% of the beef and 30% of the pork production. However, the
USDA was quick to respond that this does not mean there will be a meat shortage. However, for the consumer, they can
expect to see higher prices and absence of some selections of beef and pork. As of this weekend (5/3/20) several grocery
store chains are limiting consumer purchase of meats to 1 package.

For the operator/restaurant industry, it will mean higher prices - especially for chains that feature fresh beef like Wendy'’s
and McDonald’s Quarter Pounder.

The USDA stated that once these plants begin to re-open it is estimated to take 8 to 12 weeks to get the system back up to
90% production.

The Chairman of Tyson Foods sent an open letter to the Sunday New York Times, Washington Post and several other media
outlets on Sunday, April 26, 2020 warning that the food supply chain is breaking due to these closures and that millions of
pounds of meat supply from cold storage will be depleted. Tyson further stated, “If we hold where we are, with the same
number of plants down but no further closures, then we estimate there should be enough processed meat in storage to last
through the beginning of May.” Since Mr. Tyson’s letter, there have been 2 more major closures of beef processing plants. So
the timetable will no doubt be accelerated.

Another critical component to the supply chain is hog and beef ranchers have been withholding supply to processors since
mid-March because beef and hog prices were down approximately one-third since the beginning of the year. This has created
another bottleneck in the supply chain. Even if meat processing plants were ready to go to 90% production today, they do not
have enough raw product available to meet production demands. This will also slow output from producers.

Yet another factor that is creating turmoil with the supply chain has been reductions in manpower as many workers refuse to
work in the current environment. Another piece to this conundrum is the introduction of more stringent safety measures
such as bigger gaps between shifts and physical distancing between workers. These changes in protocols have reduced
production by as much as 10-25% from normal.

Bottom line, there are numerous elements that are generating disturbances to the food supply chain due to the Covid-19
Crisis and will impact available supply.




—— COMPASS—— . . .
RESTAURANT CONSUL%%}' & RESEARCH DlSClOSUI'eS & Dlsclalmers

EOM Report // April 2020

DISCLOSURES AND DISCLAIMERS

Analyst Certification and Independence of Research.

The Compass Restaurant Consulting and Research analyst(s) whose names appear on the front page of this report hereby certify that all the views
expressed in this Report accurately reflect our personal views about any and all of the subject securities or issuers and that no part of our compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or views of in this Report.

Compass Restaurant Consulting and Research (the “Company”) is an independent research provider. The Company is not a member of the FINRA or
the SIPC and is not a registered broker dealer or investment adviser. The Company has no other regulated or unregulated business activities which
conflict with its provision of independent research.

Limitations of Research and Information.

This Report has been prepared for distribution to only qualified institutional or professional clients of Compass Restaurant Consulting and Research. The
contents of this Report represent the views, opinions, and analyses of its author(s). The information contained herein does not constitute financial, legal,
tax or any other advice. All third-party data presented herein were obtained from publicly available sources which are believed to be reliable; however,
the Company makes no warranty, express or implied, concerning the accuracy or completeness of such information. In no event shall the Company be
responsible or liable for the correctness of, or update to, any such material or for any damage or lost opportunities resulting from use of this data.

Nothing contained in this Report or any distribution by the Company should be construed as any offer to sell, or any solicitation of an offer to buy, any
security or investment. Any research or other material received should not be construed as individualized investment advice. Investment decisions
should be made as part of an overall portfolio strategy and you should consult with a professional financial advisor, legal and tax advisor prior to making
any investment decision. Compass Restaurant Consulting and Research shall not be liable for any direct or indirect, incidental or consequential loss or
damage (including loss of profits, revenue or goodwill) arising from any investment decisions based on information or research obtained from Compass
Restaurant Consulting and Research.

Reproduction and Distribution Strictly Prohibited.

No user of this Report may reproduce, modify, copy, distribute, sell, resell, transmit, transfer, license, assign or publish the Report itself or any
information contained therein. Notwithstanding the foregoing, clients with access to working models are permitted to alter or modify the information
contained therein, provided that it is solely for such client’s own use. This Report is not intended to be available or distributed for any purpose that would
be deemed unlawful or otherwise prohibited by any local, state, national or international laws or regulations or would otherwise subject the Company to
registration or regulation of any kind within such jurisdiction.

Copyrights, Trademarks, Intellectual Property.

Compass Restaurant Consulting and Research and any logos or marks included in this Report are proprietary materials. The use of such terms and
logos and marks without the express written consent of Compass Restaurant Consulting and Research is strictly prohibited. The copyright in the pages
or in the screens of the Report, and in the information and material therein, is proprietary material owned by Compass Restaurant Consulting and
Research unless otherwise indicated. The unauthorized use of any material on this Report May violate numerous statutes, regulations and laws,
including, but not limited to, copyright, trademark, trade secret or patent laws.




