
WINGSTOP:

LONG IDEA



Macro view

• Leading indicators: Leading indicators are strong, particularly so in the US. Mixed comments with 
problems in the supply chain, labor shortage and inflation with higher commodity prices and 
labor shortage seem to be common themes across many industries as demand increases. 
Vaccination pace has been fast in the US and the economy is getting back to normal



Macro view

• Things have started to improve for this sector since the reopening, but they share concerns with 
the rest of the market around supply chain issues and labor shortages



Macro view

• Retail sales: Last 3 readings were expansive in this industry even after the post-covid rebound



Top-Down analysis

• It’s trading at a premium P/E and PEG to the industry with very good above-average growth 



Company Overview



Company Overview

• There is a short interest rate of 7.05% and no anomalies in Institutional holdings



Company Overview

• Description

Wingstop Inc., together with its subsidiaries, franchises and operates restaurants under the Wingstop 
brand name. Its restaurants offer classic wings, boneless wings, and tenders that are cooked-to-order, 
and hand-sauced-and-tossed in various flavors. Wingstop Inc. was founded in 1994 and is based in 
Dallas, Texas.



Revenue Growth

Quantitative analysis



Earnings Growth

Quantitative analysis



Qualitative analysis: Revenue Segments

• The company reports its business under three segments: Royalty and franchise fees (44% of 
total revenues in last quarter), Advertising fees (30%) and Company-owned restaurant sales 
(26%).

• Royalty and franchise fees includes both royalties an fees from the franchisee’s revenue  (the 
latter makes most this segment)



Quantitative analysis: Last quarter & Estimates

LAST QUARTER:

• System-wide sales increased 15.8% to $589.7 million

• 45 net new openings in the fiscal second quarter 2021, an increase of 13.1%

• Domestic same-store sales increased 2.1%

• Domestic restaurant AUV increased to approximately $1.6 million, compared to 

$1.4 million in the prior fiscal second quarter

• Digital sales increased to 64.5% of sales, compared to 63.7% in the prior fiscal 

second quarter

• Total revenue increased 11.9% to $74.0 million

• Net income was $11.3 million, or $0.38 per diluted share, compared to net 

income of $11.5 million, or $0.39 per diluted share in the prior fiscal second 

quarter. Adjusted net income* and adjusted earnings per diluted share*, both 

non-GAAP measures, increased 13.1% to $11.3 million and $0.38 per diluted 

share, compared to $10.0 million and $0.34 per diluted share in the prior fiscal 

second quarter

• Adjusted EBITDA*, a non-GAAP measure, increased 9.5% to $22.9 million



Quantitative analysis: Same-store sales

• As can be seen from the chart, Wingstop's domestic same-store sales fell off a cliff on a quarterly basis 
in Q2, but this is noise in the bigger picture.



Quantitative analysis: Same-store sales

• Actually, they were lapping 31.9% growth in the year-ago period. So, while the 2.1% growth was the lowest 
quarter of growth since Q2 2017, it translated to a two-year stacked growth rate of 34.0%, a 340-basis 
point acceleration sequentially, and double pre-pandemic levels (Q1 2020: 17.0%)



Quantitative analysis: Restaurant margins

• They have been able to maintain industry-leading margins and are managing cost increases 
effectively.

• Bone-in chicken wing prices continue to be an issue, 
with labor shortages translating to much higher 
prices. 

• Since the brief deflation in bone-in wing prices last 
year, prices are up more than 120% in the spot 
market. Fortunately, Wingstop has only seen its prices 
increase by 65% due to price mitigation strategies 
with its largest poultry suppliers.



Qualitative analysis: Product Quality

• Wingstop is leading or almost leading every review that can be found on the internet about wing 
restaurant chains' quality, which says a lot about the brand recognition and customer retention 
capabilities of this franchise (have not tried them myself unfortunately). These are just 2 examples.

https://www.restaurantbusinessonline.com/food/10-most-craveable-chicken-wings-chains#page=10

“What sets Wingstop above all of the others so far on this list is its consistency. Regardless of what flavor wings you're ordering here, they're going to 
perfectly crispy and juicy every single time. Wingstop is also the most dedicated wing joint on here, outside of Buffalo Wild Wings, but far exceeds it in 
terms of flavor, variety, and satisfaction. The slightly sweet fries served alongside give that extra bit of balance to the heat of the wings, meaning you 
can keep going back for more. Wingstop is definitely the best US-based chain we've got, but there's one international superstar whose wings have 
spread out here and taken the top position.” https://www.foodbeast.com/news/best-chain-restaurant-wings/

https://www.restaurantbusinessonline.com/food/10-most-craveable-chicken-wings-chains#page=10
https://www.foodbeast.com/news/best-chain-restaurant-wings/


Qualitative analysis: Digital exposure – Ghost Kitchens

• The goal is to digitize every transaction 
long term, and with more than 60% digital, 
the company has made incredible 
progress, up from just over 30% in Q1 
2019. 

• This supports the company's plans to 
continue opening tuck-in Ghost 
Kitchens, with more than 13 opened 
already. These Ghost Kitchens require 
roughly one-fourth the square footage 
of typical restaurants (400 square feet 
vs. 1,750 square feet), but with a full 
menu like traditional Wingstop locations.



Catalysts

• Next earnings (Nov 1st) will be the first in which we see the results of several of these Ghost 
Kitchens.

• If inflation proves transitory and eases during the quarter, a lot of pressure will come off 
margins and we will see further margin expansion on top of an already industry-leading margin.

• The progress towards 100% digital transactions is likely to accelerate during the quarter 
thanks to the Ghost Kitchens.

• If Covid restrictions ease, restaurant sales are likely to rise

• The company is planning on opening several new stores every quarter to maintain revenue 
growth .



Risks

• Valuation is clearly high even though it is high growth.

• Delta Variant might bring further restrictions.

• If inflation persists it could affect margins.



Trade Structure

• We can do a Calendar Spread, selling 1 October 185 (5% OTM) call and buying 2 December 
185 calls, you get a credit of 4.35 for every sold call and a cost of 9.9 for the December ones. 

• Target price is $225

If price goes up 
30% before 
December 
expiration, we 
make a 4:1 ratio
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