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DATE: April 2017 
 
TO: Manufacturing Friends & Colleagues 
 
FROM: Bellwether Food Group 
 
RE: Chain Restaurant Same Store Sales (SSS) 4th Quarter 2016 
 
4th Quarter 2016 Same Store Sales Reports 
There were some brands that performed quite well in QSR. Impressive performance for one older 
brand enjoying a rejuvenation (KFC +8%) and Domino’s (+12%) who keeps growing sales. By 
leveraging technology and product improvements, Domino’s average unit volumes have grown 
by some 30% over the past 5 years (from $700K in 2011 to $937K in 2016).   
 
KFC moved the needle with a series of limited time offers, the latest being Georgia Gold, following 
the Nashville Chicken last year. They’ve done a fantastic job with the various versions of The 
Colonel. Capitalizing on the iconic founder’s popularity, it’s a clever updating of the persona into 
contemporary advertising. The messaging has targeted both millennials and boomers. This legacy 
brand, considered to be in trouble in recent years, has changed the direction of their business. 
The question for KFC is how to sustain the positive trends. 
 
The value factor clearly mattered in QSR, as many brands turned in solid sales gains with Del Taco 
(+5.5%), Papa John’s (+3.8%), Jack in The Box (+3.1%) and Taco Bell (+3%) all performing well. 
 
At the same time, there was some pain in limited service. Two examples of brands with sales 
challenges are Sonic (-7.4%) and Papa Murphy’s (-7.8%). At least one challenge for Sonic has been 
the exodus of much of the leadership talent over the past 2-3 years - Todd Smith being the latest 
to leave. Sonic had been on a pattern of positive SSS, but the recent trends remind us that 
Hamburger QSR is a crowded, competitive segment. Separately, Noodles (-1.3%) announced 
plans to close 55 units.  
 
Chipotle has a longer road to recovery than they ever anticipated, reporting a -4.8% lapping a    -
14.6% in Q4 2015. The decline is less than before, but the business is about 20% smaller than it 
was 2 years ago. The learning for all of us is that consumer/customer confidence is based on the 
trust that you will consistently deliver against your brand promise. Once consumers lose trust, it 
is a long, hard road to recovery. 
 
Casual Dining had, with a few exceptions, a terrible quarter, as many struggle to find relevancy 
and differentiation. Brands that declined the most included many of the best known. Applebee’s 
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declined -7%; Chili’s -3.2%; BWW -4%; Outback -4.8%. Of course the critical metric is declining 
traffic, which was even worse for some brands. Two notable traffic declines were Chili’s at -6.5% 
and Outback at -7.7%. Both polished casual and fast casual brands are taking share from casual 
dining. 
 
The “retirements” continue in casual dining, with DineEquity CEO and industry icon Julia Stewart 
being the most recent. Even with the changes some have made, there’s a limit on how much a 
brand can be changed, while still remaining true to its core elements.  We can debate whether 
or not some brands waited too long to listen more closely to their loyal and lapsed users before 
reacting to what consumers were telling them.  Or take another perspective, which is that these 
brands have a life span, and their course has run. One example, the new grills at Applebee’s didn’t 
have the positive impact on the business that was anticipated. 
 
Then there is Bloomin Brands, who announced plans to close 43 restaurants. Most of their brands 
are in 2 years of declining traffic, which includes double digit traffic losses for both Outback (-
12.6%) and Bonefish Grill (-13.6%). Fundamentally, this means fewer overall transactions, which 
hurts the all-important servers’ and bartenders’ incomes the hardest.  We don’t need to remind 
any of the vendors who supply these brands of the need to retool your strategy with some 
customers. There’s not much of a business case for strong support when one large, demanding 
customer is losing 12-13% of their transactions over a 2 year period.  
 
The delivery opportunity in casual dining presents a set of unique opportunities and challenges 
and is the real growth opportunity.  Our Restaurant Consumer Confidence Index continues to 
show this is a strong area for consumer growth. Consumers are accustomed to pizza, Chinese, 
Barbecue and some other cuisines being delivered. These foods travel relatively well, and 
consumers know what to expect in terms of consistent food quality and the interaction with the 
delivery person. There are many success stories for delivery and catering growth in many 
segments. Beyond that, a major criterion for success is how well the respective casual dining 
brand’s core products will travel. 
 
Almost an outlier given the current market, Dave N’ Busters (+3.2%) continues to outperform 
everyone in their space. This performance comes on top of a positive +6% in Q4 2015, which was 
on top of a +10% in Q4 2014. We think it’s safe to suggest their strategy and execution of “Eat, 
Drink, Play and Watch” is working pretty well! 
 
For the last 2-3 years we’ve opined (based on our feedback from consumers) that rising health 
insurance costs were capturing discretionary consumer dollars, some of which used to be spent 
in restaurants. Today, we have empirical validation of that. In the most recent edition of the 
Restaurant Consumer Confidence Index Report, the panelists emphatically stated that rising 
health care expenditures were in fact one of the main reasons for their decrease in restaurant 
spending.    
You’ll notice some immediate changes in the companies we track. Ignite Restaurant Group (Joe’s 
Crab Shack and Brick House Tavern) has been delisted, so no longer reporting SSS. Popeye’s has 
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discontinued reporting their financial performance after their recent acquisition by Restaurant 
Brands International (RBI) - the parent company of Burger King & Tim Hortons. RBI reports SSS 
by brand globally, but does not offer specific domestic SSS data. We’ll report Bob Evans SSS as 
long as it is published, pending final closing of the sale to Golden Gate Capital.  
 
JAB Holdings announced the purchase of Panera Bread Cafes. We’ve been watching and talking 
about JAB Holdings, specifically their acquisition patterns since 2014, when they purchased 
Einstein’s Noah. Since then they’ve purchased Krispy Kreme for $1.35 billion, Peet’s Coffee, 
Stumptown Coffee Roasters, Caribou Coffee, and Keurig Coffee for $14 billion. The fund is the 
Riemann family arm (German), and the investment office is based in Luxembourg, with about 
$50 billion under management. 
 
4th Quarter 2016 SSS Sales by Brand 
 

Brand 

Same Store 
Sales 

Versus 
Prior Year 

Traffic 
Change 

Pricing Comments 

Limited / Quick Service 

Bojangle’s +2.4%    

Chipotle -4.8%   Lapping a -14.6% 

Del Taco +5.5% +2% +3.3% Bucking the trends, the value play connects 

Domino’s +12.2%    

Dunkin Donuts +1.9%    

El Pollo Loco      -1.3%    

Habit Burger      +1.7%    

Jack in the Box      +3.1%    

Jamba Juice      -2.2%    

KFC      +8%    

McDonald's      -1.3%    

Noodle’s      -1.3%    

Panera +3.0%    

Papa John's +3.8%    

Papa Murphy’s -7.8%   Jean Birch assumes interim CEO role 

Pizza Hut +1%    

Pollo Tropical* -4% -7.3%  *Hurricane negatively impacted both metrics-1% 

Pot Belly +0.1%    

Qdoba -1.0%    

Shake Shack +1.6%   30 Restaurants 

Sonic        -7.4%   President Todd Smith departs 

Starbucks +3% -2% +5%  

Taco Bell +3%    

Taco Cabana -3.5% -4.5%   
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Brand 

Same Store 
Sales 

Versus 
Prior Year 

Traffic 
Change 

Pricing Comments 

Wendy's +0.8%    

Wingstop +1.0%    

Zoe’s +0.7%    

Full Service 

Applebee's -7.2%   Julia Stewart retires 

BJ’s -2.2%    

Bob Evans 2.6%   Restaurants sold to Golden Gate Capital 

Bonefish Grill -1.9% -5.2% +3.3%  

Bravo Restaurants -7.5%   Parent company lost $73 million in Q4 

Brio Restaurants       -4.3%    

Buffalo Wild Wings*       -4%   *631 Co. Stores;  -3.9% @ 609 Franchised stores 

Capital Grill      +0.9%    

Carraba’s     -2.3% -3.8% +1.5%  

Cheesecake Factory     +1.1%    

Chili's      -3.2% -6.5% +1.8% +1.4% favorable mix impact 

Chuy’s      -1.1%    

Cracker Barrel +0.6% -2.1% +2.7%* *2.1% price increase, +0.6%  favorable mix 

Dave ‘N Busters +3.2%    

Del Frisco’s Double 
Eagle 

+0.1% -0.4% +0.5%  

Denny's +0.5%    

Famous Dave’s -5%    

Fleming's +0.2% -2.9% +3.1%  

IHOP -2.1%    

Longhorn +0.2%    -1.6% +1.6% +0.2% favorable mix 

Olive Garden +1.4% -0.2% +1.3% +0.3% favorable mix 

Outback -4.8% -7.7% +2.9% 3 restaurants closed 

Red Robin -4.3% -2.9% -1.4% $8.8 million loss 

Ruby Tuesday -4.1% -2.8% -1.3%  

Ruth's Chris Flat -2.2% +2.3%  

Steak ‘n Shake -0.4% -1.2%   

Sullivan’s Steak 
House 

    +0.9% +2.4% -1.5%  

Texas Roadhouse*     +1.2*   *413 Co stores,  +2.0% at 73 franchised stores 

Yard House     -1.0%    

 
Implications for Manufacturers 
Fewer, better qualified new business projects should be the focus now. That means each one 
needs to be very extensively vetted and reviewed prior to making significant investments in 
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product development, etc.  For more detail on how to do this more effectively, see our 
Targeting & Prioritization white papers on our website. 
 
Frankly, you don’t need as many sales people as you did in the past for one simple reason. The 
number of truly unique new business opportunities is just smaller than it was a few years ago. 
Even if a brand does innovate, it’s not likely your offering will ever be more than 1-2% of sales. 
The brands that are truly innovating are in the 50-400 unit range, not the larger ones. And 
that’s assuming your product actually stays on the menu.   
 
For mature brands (Chili’s, IHOP, etc.) intent on maintaining and/or minimizing margin erosion, 
it’s important to thoroughly assess whether it makes sense for your team to invest time and 
other resources in efforts to land new business. What are the chances that the one or two new 
menu items or “upgrades” will actually make the menu, where your product fits? Realistically, 
what are the odds of that going your way, given the 50-75 projects (or more) that a brand will 
work on each year?   
 
Most of the true innovation is happening with the smaller, emerging brands. There are a 
number of examples - one being Lazy Dog café, which has all the latest technology and toys to 
view sporting events, with a wide range beverage offerings, and very good food.  Most of these 
brands have between 50-to no more than 100-150 units. That’s the reality of the chain 
restaurant business today for manufacturers. 
 
We’ve now validated the impact of rising health care costs on restaurant spending. We’ll 
release the 3rd Restaurant Consumer Confidence Index Report in May. Our subscribers are 
confirming that much of the data in our first two reports is, in fact, predictive. If you’d like to 
learn more, Mac Brand will be happy to share the details. 
 
Mac Brand, Dallas    mbrand@bellwetherfoodgroup.com,  773-255-6466  
Rob Hardy, Boston    rhardy@bellwetherfoodgroup.com,   617-281-5175 
Jon Jameson, Sarasota                jjameson@belllwetherfoodgroup.com,  843-422-4285 
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