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Managing Your Research During Earnings Season

Organize your research in one central location:
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RMS: Understanding Your Portfolio

Overview Of Your Portfolio, Notes, Documents, etc...
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RMS: Understanding Your Companies

Overview Of Your Workflow: Thesis, Notes,
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RMS: Thesis

Thesis

LZB Thesis - pusisne B = -
Owner nick.carreras Upside/Downside 93.93 Market Cap 1,296
Ticker LZB Recommendation Hold Shares Short % of Free F... 5.9%
Price $27.68 Investment Duraticn Days To Cover a5
Last Updated 11.30.18 Investment Type FY2018 Revenue
Conviction High FY2018 EBITDA
Price Targst 826 FY2018 EPS
Thesis

LZB Executives highlight the investment opportunity. We estimate LZB executives have sold approximately 500,000 shares (1% of the total LZB share
capital) in the last 20 months for proceeds of approximately $13mm. The average price of “open market sale” of securities in 2015 and 2016 was
$26.98 highlighting LZB executives’ risk / reward share price criteria, The last open market share acquisition by executives or board members was in
June 2014,

LZB spent nearly $100mm on share repurchases in the last 2 years at an average price of $26.15 highlighting a significantly different company risk /
reward share price criteria. The total value of the LZB Executive share / options sales in the last 2 years (the $13mm) represents approximately 13% of
the value of shares repurchased by LZB in the last two years via the share repurchase program.

Negative same store sales growth for the last 2 quarters, slowdown in owned stores & new stores, reduced profitability of owned stores highlight
significant growth risks and risks to the long term business plan which the current LZB price does not take into account.

Since Trump election, LZB share price increased 36% (42% since October guidance revision) and trailing PE multiple increased from 13.8x to 18.2x
(no new quarter end report since election). While LZB could benefit from the potential Trump tax reduction (consistent historical effective tax rate of
35%), the potential tax benefit is less than the multiple expansion impact. LZB intrinsic valuation closer to $21.88 to $28.10 per share highlighting
12.2% to 31.6% % short opportunity.

Risks to the thesis. LZB is one of the better operators in the furniture manufacturing and distribution sector and currently generates cash from its
operations. LZE has a net cash position, excluding the operating leases obligations, and could announce an accelerated share repurchase at current
prices driving significant demand (upward) pressure on the share price. Furthermore, LZB has slowly implemented its ERP process in the last few
years which is beginning to drive incremental margin and could continue to do so.
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RMS: Keeping Track Of Thesis Updates

Overview Of Your Workflow: Tracking Changes

LZB Thesis Versions

p2 nickcamerss Tue, 08 Oct 18 08.48 PM
Punishes

p 4 nickcameras Fri. 19 Jan 15 02:44 PM
Putished

nick.carreras : updated post 0z 2018

Owner nick.carreras Upside/Downside 59.44 Market Cap 14K
Ticker LZ8 Recommendation Hold Shares Short % of Free Float 5.9 %
Price Investment Duration - Days To Cover 9.5
Last Updated 11.30.18 investment Type - FY2018 Revenue -
Conviction High FY2018 EBITDA =<
Price Target $26 FY2018 EPS =

Thesis

LZB Executives highlight the investment opportunity. We estimate LZB executives have sold approximately 500,000 shares (1% of the total LZB share capital) in the last 20 months for proceeds of
approximately $13mm. The average price of “open market sale” of securities in 2015 and 2016 was $26.98 highlighting LZB executives’ risk / reward share price criteria. The last open market share

acquisition by executives or board members was in June 2014.

LZR spent nearly $100mm on share repurchases in the last 2 years at an average price of $26.15 highlighting a significantly diffarent company risk / reward share price criteria. The total valus of the | ZB
Executive share / options sales in the last 2 years {the $13mm) represents approximately 13% of the value of shares repurchased by LZB in the last two years via the share repurchase program.

Negative same store sales growth for the last 2 quarters, slowdewn (n owned stores & new stores, reduced profitability of owned stores highlight significant growth risks and risks te the long term
businass plan which the current LZB price does not take into account.

Since Trump election, LZB share price increased 36% (42% since October guidance revision) and trailing PE multiple increased from 13.8x to 18.2x {no new guarter end report since election). While LZB
could beneft from the potential Trump tax reduction {consistent historical effective tax rate of 35%), the potential tax benefit is less than the multiple expansion impact. LZB intrinsic valuation closer to
$21.88 to $28.10 per share highlighting 12.2% to 31.6%% short opportunity.

Risks to the thesis. LZB is one of the better operators in the furniture manufacturing and distribution sector and currently generates cash from its operations. LZB has a net cash position, excluding the
operating leases obligations, and could announce an accelerated share repurchase at current prices driving significant demand {upward) pressure on tha share price. Furthermore, LZB has slowly
implemented its ERP process in the last few years which is beginning to drive incremental margin and could continue to do so.

Despite what could appear to be industry outperformance in the last 2 years, limited organic top line growth, inefficient uses of capital, the likelihood that the street over estimates the next 12 menths

Samings.and 3 potential multigle decling 20 provide ample cpportunities 1o Shor LIS
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RMS: Taking Notes During Earnings Calls

Take notes, share your note and get help from your team
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Lastsavedat 10 Comments x
Earnings call - Q3 18 Update
= Nick Carreras

Shara: 4 nick.cameras [owner] &2 Long-Term-Capital-Management  + Gordon - Can you pls review

1) Tax comments from the peers
Tickers/Tags #sntoonboard @ + 2) Wage inflation

3) Wage inflation specifically around
Comments from prepared remarks california

4) ASU-2016-09
» Decline in traffic driving decline in S55 with slight improvement in pricing 04 D 0:17 PN

» Wage inflation negatively impacting margins

.

Guidance

Item: Current quarter guidance: Full year guidance:
Same store Sales Flat (1.5%) - (2%)
COGS 26.0% to 26.5%
Labor <30% =30%

EPS $0.26 - $0.27

Things to add to model

1. Declining top line driven by loss of traffic (hold pricing constant)
2. Wage inflation to drive down op margin
3. Reduce tax estimates

Follow up questions for sell-side

1. How are you considering the tax impact of 2016-08
2. How will management grow the topline
3. What rating do you give to management for capital allocation

Follow up questions for management

[rype your comment and press Enter
1. How are you considering the tax impact of 2016-09

2. How do you stem the decline in traffic
3. Do you have any pricing power
4. How do you think of capital allocation: investment in the business vs dividend vs repurchase
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RMS: Understanding Your Companies

All your charts
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Fundamental DS: Wage Inflation Has Been A Hot Topic

Reviewing key language from recent transcripts across QSR Industry (Part 1)
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Fundamental DS: Wage Inflation Has Been A Hot Topic

Reviewing key language from recent transcripts across QSR Industry (Part 2)
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1) Laborwas 30.5%, an increase of approximately
90 basis points from the prior year, primarily driven
by wage inflation and sales deleverage

2-3) So just if you could walk us ihrough kind of how
you're where
Potbelty hasn' really discounted that much to the
fabor investment because | dont think we've talked
a lot about invesiments in labor Wevve talked a litle
&d about minimum wage or wage inflation and
things ke that. but I'm unclear as to whether or not
there is more investment in the peaple in the shops
as well

IN TR tOR{saIanr wage cost) NEAR10 OR:‘"" (] 5% | Ticker~ [REeRiS Section~  Sector~ | Regionz~ m Sou
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traffic trends, the shift in the cumpnsillun of our s store sales did mpacl our shop rrlalgms and prul'nabllny in the third
quarter. As we prioritize iraffic-building initiatives. unfortunately, the ‘traffic comes with a lower flow- -through than pricing. Consequently, shop
margins were 16% of sales during the third quarter as compared to 18% in the prior year pericd. We are not satisfied with our shop margin
performance during the third quarter, but we need to continue to leam by doing. And the choppiness in our near-term resulls is a necessary part
of our transition. However, the prassure on our margins in the near term does not rapresent a permanent shift in our shop margin aspirations over
the long term. Wa are confident that our investments and initiatives to i brand , acquire new customers, drive frequency,
improve retention and spend will support our long-term margin outlook.

In summary, we proved for the first time in a long time that we could drive comp through i improving traffic trands with our performanca during tha
third quarter. \We are pleased with the positive trends in our business, but we also recognize there is still much work to be done to turn around the
business. We continue to leam, adapt and evolve the process around how we are driving traffic, and each interaction improves our future
decision-making.

The third quarter marked our first full concerted effort at driving traffic. And we leamed the full effect this has, both in visits and in shop
profitability. We remain committed to testing new ideas to improve our traffic driving tactics while striking the right balance to drive profitable

growth

I will now review our third quarter financial results in greater detail. Total revenue increased 0.8% to $107 million in the third quarter. Company-
operated same-store sales of negative 0.2% was driven by traffic of negative 0.3%. Our check growth remained positive at 0.1% but eased from
the recent quarters due to the various traffic-driving sales tactics and investments that we tested during the third quarter. Consequently, our shop-
level margin for the third quarter was 16% of c d sales as compared to 18% in the prior year period

As | mentioned earlier, we expect near-term disruptions to our margins during this transition period, but we believe it is necessary to make the
upfront investments to understand how to keep our current customers satisfied, how to attract new customers and, mast importantly, how to drive
customer retention and repeat visits. We believe our investments to drive brand awareness. interest and purchase intent are necessary to
support our top line, margin, profitability and growth aspirations over the long term.

Cost of goods sold was 26 8% in the third quarter. an improvemeant of 20 basis points on the prior year period Relative to the first 2 quarters of
2018, the sequential higher COGS ratio primarily reflects traffic-driving investments and initiatives.

Labor was 30.5%, an increase of approximately 90 basis points from the prior year, primarily driven by wage inflation and sales deleverage.

Occupancy expense was 14.2% in the third quarter, an increase of 60 basis points.

occupancy-related costs, induding lease renewal, real estate taxes and common-a

Operaling expenses were 12.6% in the third quarter, an increase of 70 basis points compa e
expenses such as repairs, maintenance, utilities and other expenses not directly variable wnh sales;
initiatives, such as our updated mobile app and off-premise initiatives; in addition, the timing of canai
our menu boards in Q4 and marketing calendar updates; sales deleverage; and other inflationary pref

Qur G&A expenses were $10.1 million in the third quarter or 9.4% of total revenue. When excluding
restructuring activities, proxy expenses and store closure costs, G&A was 39.6 million or 9% of total
G&A expenses as we simultaneously work to oplimize and repurpose spend towards sales and traffig
figure as compared to previous quarters reflacts those activities, in addition to the timing of certain o
2018 outlook on [ bazed o

P

Our adjusted EBITDA was $8.8 million for the quarter as compared to $9.6 million for the prior year +New Label
income tax benafit of $909,000_ Our adjusted net incoma for the third quarter was $2 4 milion or §0 0
net income of $1.9 million or $0.07 per diluted share in the prior year period.

Regarding our share purchase program. In the third quarter, we repurchased approximately 700,000 shares of Potbelly common stock II'IthE
open market for a total of approximately $9 million. At the end of the third quarter, we had $52 6 million available from our board
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RMS: Understanding The Industry

Creating Clear Concise Conclusions From Data (Part 1)
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Wage Inflation Impact:

Q3 2018: Continued ramp up in wage inflation, especially in California and Los Angeles continues to put pressure on margins, while pricing increases aren't enough to offset:

Q3 2018 Mcdonald's Corp Eamings Call 7u10z31s5004m WEGEIRlaiEn

% Opsn in Dooument &% hito/iant soGdEvuC=ER @nickecanenes Th 11 1818

1M say there were a few pressures on margins thes quarter. One was, I say, overall, labor pressures, ond that's — that has 2 man components 1o it. One of them is kind of mcrease in wages and labor Costs

Q3 2018 El Pollo Loco Holdings Inc Eamings Call ™11.0118200P0 [Wgs infistion’

£ Cpan in Documient. @ hita:/ent iPHEvuDad @nickcamers  Th11 1478

Labor and relmsd expenses 85 8 percantage of company restaursnt sales increased 20 basis points yar-over-year 10 23 2%, The increase in labor sxpenses was due primarily 1o higher wages in Calforria, especially in Los Angeles; the impact of incremental lsbor required for & restaurants opened
during or aftar tha frst quaner of 2018, and higher workars' compensation exparte st & result of highar cisims actiity. These s partislly offset by increassd manu prices. Wa continus 1o expact labor infistion of sbout 535 for the Full yesr 2018, acoderating ta 5.55% 10 8% in 2019,

Q3 2018 Pothelly Corp Earnings Call i 110915500 a0 | Wage infstion

Lasbor was 30.5%, an increass of spproximately 90 basss points rom the pror year, pmanly driven By wage inflstion and sales daloveraga
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02 2018: Wage Inflation Is Ramping
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RMS: Staying Organized During The Entire Year
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Management meeting
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Earnings call - Q3 18 Update O SpeCifiCa”y Tagged notes

Comments from prepared remarks

o My typed notes

California and LA driving continued....

ED s o Specifically Tickered notes

e Or Swap to another “Author” notes
Earnings call - Q3 18 Update

Comments from pre ed ramarks

Daclina in g decline in S5...
frantoonboard
_ _ —1

u 12.04.18 10:07 PM = 0 NC
“You are editing this note

Earnings call - Q3 18 Update

EE3  #sntoonboard

Tu 12.04.18 10:07 PM 2% NC

Apple Hits $1 Trillion, But It's Stll N...
Apple Hits $1 Trillion, But It's Still Not
The Most Valuable Company In The. ..

#sntoonboard

Tu12.04.18 11:01 AM A% NC

Total Returns Calculator - Excel PI...

Team, Pis find attached a basic excel
template that calculates total...

#entoonbosrd  #plugin_user
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RMS: What Else?

® Create alerts
O To a watchlist (i.e. QSR)
o To atheme (i.e. wage inflation) for specific companies
e Data sources
o All global public company documents including anything you or your tema
creates
o Financial data
O Alternative data
e Work from anywhere
o Work from your mobile device as easily as from your computer
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Operational Considerations: Wage Expenses

Industry Wage Expenses Compared to NTM EBITDA multiples

© Laborlo Sales Vs NTM EBITDA N B B e @
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Alternative Data: Wage Inflation Impact Linguistics

Reviewing key language from recent transcripts across QSR Industry (Part 2)
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Alternative Data: Sentiment Screening Considerations

Not Much Upside Based On Mgmt to Analyst Sentiment Spread
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