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Counter Punching

In the last few days, others have assessed Domino Pizza’s outlook as being a little less rosy than
the future we outlined in our recent work (Holland Views — Dominos — Built to Last, May 2017). Whilst
not specifically commenting on others work we will make a couple of points post a number of
observations and queries that have been raised with us in recent days.

Long term or short term focus

The approach that we take in assessing companies tries to take a decidedly long-term view. That
is why we spend so much time on searching for Franchise-type characteristics as these will likely
define whether a company has the business model and culture to keep evolving and growing over
the very long term. As Holland is our own company this is something perhaps a little easier for
us to do, for we have no parent company or sales colleagues telling us they want more actionable
ideas. This is not meant to criticise others’ work - for we have made many a mistake by ignoring
shorter-term weak trading in companies that actually foretold real trouble. The point is more that
by looking for the right characteristics that a complex company should have in order to secure
lasting success, it becomes easier to see maybe why they have done so well in the past if you find
these traits present.

This is very much the case for us with Dominos. It’s moves into mobile ordering and great
marketing campaigns along with well-aligned franchisees did not all happen by chance; most
were a function of good planning and longer-term thinking towards what customers (both the end
customers and franchisees) wanted. We illustrated in our recent price the wheel of re-investment
and innovation that many franchises employ —showing that we thought Dominos was doing so in
words and deeds. For the business to regress to a more muted level of growth we think those that
criticise it need to demonstrate a break in this circle. More often than not such a break would
come from a challenge from a new competitor with a new angle of attack that changes the market
or a technological change that alters the competitive environment (think Amazon over Tesco).

Whilst there are observations made of better trading at Pizza Hut of late vs. Dominos we have
seen little evident of the sort of challenge that would concern us.
Fig.1: Common characteristics of great businesses — e.g. brand re-investment:
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Additionally, the recent strength of businesses such as just eat or Deliveroo we see as
complimentary to Domino’s rather than undermining it as they re-enforce the mobile app and
delivery model that drives Dominos growth.

What price growth?

The second point we would comment on is the price an investor is willing to pay for a defined
level of growth. That LFL sales growth in coming years could be lower than current analysis
forecasts of course could occur, but that in and of itself is not assessing price and value. In our
recent piece we showed the following extract of our simple Domino’s model (which we are happy
to share).

Fig.2: Holland Advisors — simple model of Dominos Pizza Group
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Disclaimer

This document does not consist of investment research as it has not been prepared in accordance with UK legal
requirements designed to promote the independence of investment research. Therefore even if it contains a research
recommendation it should be treated as a marketing communication and as such will be fair, clear and not misleading
in line with Financial Conduct Authority rules. Holland Advisors is authorised and regulated by the Financial Conduct
Authority. This presentation is intended for institutional investors and high net worth experienced investors who
understand the risks involved with the investment being promoted within this document. This communication should
not be distributed to anyone other than the intended recipients and should not be relied upon by retail clients (as defined
by Financial Conduct Authority). This communication is being supplied to you solely for your information and may
not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose. This
communication is provided for information purposes only and should not be regarded as an offer or solicitation to buy
or sell any security or other financial instrument. Any opinions cited in this communication are subject to change
without notice. This communication is not a personal recommendation to you. Holland Advisors takes all reasonable
care to ensure that the information is accurate and complete; however no warranty, representation, or undertaking is
given that it is free from inaccuracies or omissions. This communication is based on and contains current public
information, data, opinions, estimates and projections obtained from sources we believe to be reliable. Past performance
is not necessarily a guide to future performance. The content of this communication may have been disclosed to the
issuer(s) prior to dissemination in order to verify its factual accuracy. Investments in general involve some degree of
risk therefore Prospective Investors should be aware that the value of any investment may rise and fall and you may
get back less than you invested. Value and income may be adversely affected by exchange rates, interest rates and other
factors. The investment discussed in this communication may not be eligible for sale in some states or countries and
may not be suitable for all investors. If you are unsure about the suitability of this investment given your financial
objectives, resources and risk appetite, please contact your financial advisor before taking any further action. This
document is for informational purposes only and should not be regarded as an offer or solicitation to buy the securities
or other instruments mentioned in it. Holland Advisors and/or its officers, directors and employees may have or take
positions in securities or derivatives mentioned in this document (or in any related investment) and may from time to
time dispose of any such securities (or instrument). Holland Advisors manage conflicts of interest in regard to this
communication internally via their compliance procedures.



