Foodservice Sector Adapts to
New Reality
Foodservice Update Q4 2021

Market Outlook
Improved revenues but ongoing challenges

China

US
•

•

In autumn, demand has slowed down as infections
have risen and government payments ended. The
asymmetric market dynamics persist: Some
restaurants look for government handouts, while
others dabble in new strategic ventures.
The key challenge at present: cost pressure as food
and labor costs soar. But its not a level playing field.

Source: Rabobank 2021

Europe
•

Turnover is rising as traffic improves, and average
tickets are performing particularly well. But it’s an
uneven performance. Recovery is likely to
continue in autumn.

•

Further ahead, inflationary pressures may affect
demand and margins. However, operators are
more efficient than ever, and price increases have
been implemented, creating some buffers.

•

Regional virus outbreaks and wary
consumers are likely to weaken
foodservice demand in Q4 2021.

•

Restaurant players need to manage the
increasing pressure on margins.

Executive Summary
• The presence of foodservice brands in food retail is on the rise. The trend gained momentum as a result of a need created by Covid-19
restrictions, but there is more to it. In fact, new deals and agreements between retailers and restaurants are constantly being announced, even
after the reopening of restaurants and bars. Some consumer behavior patterns may have changed structurally, such as the increased practice of
working from home and greater appreciation of residential areas. Foodservice operators are developing strategies to adjust to this new demand.
Leveraging the ample geographic coverage of food retailers, foodservice operators can expand into new areas while benefiting from the
facilities and traffic already in place.
• Food retailers also benefit from this strategy. It helps them maintain ‘share of stomach’ and adjust to an evolving consumer. Incremental
revenues from new products, cross-selling, enhanced store image, and the benefits of relying on a professional partner help to minimize the
difficulties of managing a very different activity.
• Retail and foodservice are two very different businesses, and past failures evidence the significance of the challenge. In-store experience,
products, and services have to be consistent with the restaurant brand image, and the venture has to be profitable. But the choice of strategies
and business models has grown and increased the opportunities to find a good fit. Branded products in stores, serviced counters, dark kitchens,
licensed products, central kitchens, self-run counters, franchises, and concessions are just some of the examples.
• What’s next? As boundaries between different food providers continue to blur, other players along the value chain will also be impacted.
Opportunities for greater efficiencies in delivery and purchasing, as well as for supplying to both channels, aren’t going unnoticed. And it will be
increasingly difficult to tell if a certain format is a retailer selling ready-to-eat food or a fast-food outlet with additional assortments. Konbinis are
already there.
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Key Take-Aways

1

It is no longer necessary to go to a restaurant to find foodservice brands, products, and services as they are increasingly common within
supermarkets. In some cases, branded products are available on the shelves. In others, full-fledged counters provide ready-to-eat meals.

2

Supermarkets enhance image and revenues per square meter; foodservice operators optimize brand value and expansion
strategies. Also, business-to-business has new opportunities, but business models need to adjust.

3

Meanwhile, pent-up demand is giving further support to the industry in Europe and enabling rising prices in the US. In
China, momentum is slowing down.

4

As top lines recover, costs become a major concern, and headwinds may continue for some time.

5

The IPO momentum continues and expands to technology providers. As money keeps flowing and facilitating
consolidation, more entities will reach sufficient scale and join. Asia is also taking part in the flow.

More Than an Opportunistic Move: Working on Structural
Trends
The selection of restaurant-branded foods in the supermarket is increasing, and
the trend shows no signs of ending soon. What is in it for the restaurants?

Why are foodservice operators moving into retail? Offsetting lost
revenues encouraged the move ...
In the past two years, the presence of foodservice-branded products in supermarkets has
increased as operators searched for alternatives to generate revenues and maintain brand
visibility with closed doors. In the UK, Pret A Manger was one of the most vocal about the
reasons to explore new venues, adding grab & go products to supermarket shelves and
exploring in-store counters. In Spain, Goiko and 100 Montaditos products became available in
supermarkets. And branded sushi counters have been expanding rapidly in numerous countries.

Trends that facilitated the dynamic: expansion of limited-service
chains and off-premise consumption
Limited-service chains and take-away are both gaining share of total foodservice sales in a
structural way, as consumers are spending a greater share of their foodservice budget
grabbing a meal for consumption outside the restaurant or getting it delivered. In this case,
the purchase location is less relevant than the product or brand. Grocers can offer some
additional benefits, such as ample availability in terms of opening times, accessibility
(parking facilities, ample geographic coverage), and opportunity to buy other items at the
same time.
Furthermore, some foodservice brands have a very strong association with a specific
product – Dunkin and donuts, Starbucks and coffee – that supports their presence in retail,
justifying a premium to their peers.

Limited-service chains’ share of total foodservices sales

…but adjusting to evolving consumer patterns is taking it further

40%

Although restrictions have been removed, the presence of foodservice brands in food retail is
not diminishing. Products added during the crisis are still on the shelves, and new deals are
being announced across the globe. The post-pandemic resilience of delivery and take-away and
the solid performance of foodservice operators in residential areas suggest that some of the
changes triggered by Covid-19 may be structural, and, as result, new locations have gained
traction.

20%

Within this scenario, a presence in food retail gives restaurants incremental geographic reach
over a broad time frame that covers most occasions during the day, providing access to
potential customers in additional locations, particularly in residential, rural, and suburban areas.

Share of take-away and drive through

For a foodservice operator expanding beyond its traditional locations into different sociodemographic areas, associating with a food retailer offers the opportunity to benefit from
existing traffic. In addition, contracts based on revenues rather than fixed monthly costs may
also provide more flexibility than a standard leasehold. In-store take-away counters may also be
more attractive than a delivery service, particularly when the population density or customer
behavior makes the potential demand for delivery uncertain.
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* Drive-through represents roughly half of the signaled share for North America and has a marginal share of total revenues
(0,5% to 6% of total foodservices sales)) for all other regions.
Source: Euromonitor 2021
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How to Expand Requires Careful Consideration; Choices Are
Available
Managing the most relevant risks when moving into retail: brand image and profitability
Restaurant operators need to ensure that their brand image in the grocery store is consistent with that of their core format or risk devaluing their concept. As with any joint business,
selecting the right partner is probably the most important decision, but other factors, such as assortment, packaging, service, setting within the store, and the location of the store
itself, are also relevant.
In addition, pricing and margins at food retail are tighter than in foodservice. In some cases, recourse to external producers or under license agreements may be the best way forward.

The range of in-store options has increased…

…and different business models can be considered

There are significant differences between foodservice and food retail, and not everything
works. But the range of possibilities has increased, providing more opportunities than ever
to find a good fit.

Margins in food retail are lower than in foodservice, requiring highly efficient operations.
And the operational requirements for selling at supermarkets can be very different from
those for main street operations, even for brands geared toward take-out. Take-out
dominates in food retail, and the product often goes in the same bag as other groceries.
Consumers expect shorter waiting time, even for take-away. Despite such differences,
brand image needs to remain consistent.

•

Branded products on regular shelves or in specially created areas: This is perhaps the
most traditional way to display items in a supermarket or a digital shelf. Starbucks
coffee in a broad range of markets, Dunkin’ Brands products in several markets, Pret A
Manger products in the UK, Goiko burgers in Spain, or KFC products in China are just a
small sample. Most often, they are placed alongside similar products in the store, but
some retailers are creating standalone spaces to better showcase branded ready-to-eat
salads and sandwiches, targeting lunch trade.

•

License agreements with third-party producers: Frequently used for staple, branded
products and ingredients, this model combines the brand value of the operator with
the efficiency of the manufacturer and a value chain directly geared toward food retail.
Starbucks’s agreement with Nestlé is one of the most visible examples.

•

In-store branded counters or kiosks: Saladworks has in-store locations in Kroger and
ShopRite and has reached an agreement to expand into Walmart sites. In the UK, Yo!
Sushi has in-store kiosks at multiple Tesco stores.

•

Supply from company-owned production facilities/centralized kitchens: A daily supply
of fresh products, such as salads, bowls, or sandwiches, are produced in a consistent
way with the same items sold elsewhere.

•

In-store dark kitchens: This is the most innovative alternative, facilitated by the
increased acceptance of the dark kitchen model. In the US, Walmart has embraced the
trend and has recently opened a “virtual food court’ in Rochester, where shoppers can
select food and beverages from curated menus of up to 25 concepts and combine
them into a single order via touchscreen kiosks.

•

Directly managed in-store counter or kiosk: Even if centralized preparation is used,
some brand owners choose to run their own in-store kiosks to ensure quality of service
and image.

•

Franchising agreement or concessions.
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What’s in It for Food Retailers? They Also Benefit, and Some
Even Go a Step Further
Grocery retailers’ ambitions are to maintain the sales achieved through the pandemic. But with
foodservice and other experience-centric spending options now available, grocers need to scale up
their act. Foodservice may help.

Convenience stores are an increasingly blurred
format

Food drives Japanese konbinis
Grocers are looking to provide for a broader range of occasions and limit their
risk by leveraging the brand owner’s expertise
Foodservice brands have a premium positioning, which results in higher sales prices and enhanced revenues.
But foodservice operators are looking further than that.
Food retailers are eager to retain the business that they gained in 2020, which may otherwise return to
foodservice. Specifically, lunch for at-home workers has become a coveted occasion for retailers and others.
This is the case with Sainsbury’s, which announced in May a complete shake-up of its meal deals, adding new
bakery items, hot drinks, and hot food to “compete with high street coffee chains.”
Many grocers already provided ready-meals and grab & go products. However, enhancing the offering with
highly visible brands attracts other customers and caters for new occasions, and partnering with a specialist –
the brand owner – limits the risks of running a business very different from food retail.

Foodservice enhances in-store customer experience but needs the right supply
chain
A key feature of China’s new retail industry is enhanced customer experience, including more leisure-oriented
options, such as eating in-store. But for retailers wanting to offer an experience as close as possible to main
street operators, it is critical to set up a seamless supply chain. And that means using specific foodservice
suppliers and products.
Freshippo supermarkets have solved that problem by utilizing their digitalized platforms to connect with
business-to-business solution providers (comparable to central kitchens). These providers deliver semi-finished
products to Freshippo’s onsite mini-kitchens, which are limited to final preparation before serving products for
on-premise consumption or take-away. Freshippo uses existing main street brands as well as their own
concepts, but, in all cases, the product and its suppliers belong to the foodservice industry.

Convenience stores are regularly classified as retail but are
structurally very close to fast-food providers because of the
relevance of food and beverages for immediate consumption to
their revenues. In some cases, the affinity with foodservice formats
can be particularly high:
- In Japan, food accounts for over 70% of a ‘konbini’ (convenience)
store’s revenue. A lot of this food is for immediate consumption,
and around one-third of it can be considered fast food, hot or
cold. (Want to know more about Japanese konbini? Please listen
to our podcast: Konbini – Lessons From Japanese Convenience Food)

In Ireland, Musgrave has successfully developed
a leading café concept, Frank and Honest
Musgrave created its own coffee-to-go brand, Frank and Honest as
an additional feature for its SuperValu and Centra convenience
store franchisees, where the coffee was offered as self-service for
take-away. The quality of the product and the visibility that the
traffic at these convenience stores provided helped the brand
evolve to become the leading coffee brand in Ireland. Although its
traditional format as self-service take-away coffee is still the most
common, more stores have incorporated a café format, and in
2019, Musgrave opened its first Frank and Honest stand-alone
café. Now the brand is also open for international franchising as
stand-alone or as part of a convenience store.
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What Next? The Trend Also Has Impacts Along the Value Chain
and in the Competitive Landscape
We believe that the foodservice-within-food retail offering is here to stay. It benefits both partners, and it meets consumer demand for convenience and availability of
foodservice flavors, variety, and innovation at home and elsewhere. Furthermore, if inflationary pressure or other factors undermine disposable income, a shift in
spending to retail and from out-of-home to at-home is a likely outcome that would benefit those with a food retail presence. As the trend consolidates and incumbent
operators fine-tune their model, the changes will have implications along the value chain and in the competitive landscape.

Synergies in delivery
Delivery platforms target volume growth to improve efficiency and to reach and secure profitability, as do instant delivery providers. Food retailers are also confronted with growing
digital competition from instant delivery and a mounting pressure to set up their digital and delivery services. Retailers are adding ghost kitchens to their sites. And the streets are
increasingly crowded with bikers and couriers. With all these elements in mind, a closer cooperation among all the different players seems a natural development. The synergies between
the different players are being realized around the world. Glovo has been delivering from restaurants and food retailers for some time. Amazon’s deal with Deliveroo in the UK and Ireland
will give Amazon Prime members eligibility for free deliveries when their orders exceed a certain value, and Delivery Hero’s investment in Gorillas is another example of restaurant and
retail delivery coming closer. As profitability becomes more relevant than top-line growth, we would expect more deals in delivery to take shape, further blurring the differentiation
between groceries and restaurant meal providers. The question remains: how to be profitable in such a competitive and costly space, particularly at a time when labor is in dire shortage?

Purchasing platforms bringing retailers and foodservice operators closer
Scale can bring substantial benefits in efficiency and purchasing power, and the fragmented nature of foodservice offers a clear upside. In that spirit, Morrisons closed an agreement with
StarStock, an online marketplace for independent hospitality operators, that gives operators access to 1,500 products from Morrisons Market Street counters, Morrisons own brand range,
and other branded items. Operators gain access to an attractive assortment, and Morrisons gains purchasing power. For similar reasons, in the US, Performance Food Group, already a
relevant supplier to the foodservice and vending industry, has acquired Core-Mark, a wholesale distributor to the convenience retail industry.

Opportunities for business-to-business suppliers
As brand owners search to optimize efficiency and some food retailers consider incorporating main street-style areas or meals within their stores, contract manufacturers and business-tobusiness food solution providers, such as contract caterers and centralized kitchens, may see a new segment of customers reaching out to them. For these food suppliers, this represents
an opportunity to increase and diversify their sources of income and generate economies of scale.

New competitors: specialists on in-store catering
Some operators are developing retail-focused foodservice concepts. KellyDeli, a major international supplier of sushi to food retail, including in-store franchised sushi counters, offers
other Asian specialties, and in 2019, it acquired a majority stake in the Spanish restaurant operator TukTuk, which specializes in Asian street food. Since then, TukTuk began expanding into
food retail through franchised in-store kiosks while adding new main street openings of its original restaurant format. In some markets, such as France, sushi is doing so well in retail, with
specific in-store suppliers and operators, that some main street operators are struggling.
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Regional Analysis: An Update on
the State of the Industry

China
Foodservice sales growth fell in August, with weaker growth also expected for Q4

Alongside the impacts of deleveraging, several factors, like higher commodity prices, labor
costs, heavier promotional discounts during economic downturn, and increasing delivery costs,
are squeezing margins. Even Yum China indicated that its adjusted operating profit would take
a 50% to 60% hit in Q3. We expect an expedited shake-out of already poor-performing players,
with leading players further consolidating the market.
Source: National Bureau of Statistics, Meituan quarterly report, Rabobank 2021
Notes: USD/CNY exchange rate applying a fixed rate (1 USD=6.5 CNY) in 2021
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QSR chains continued to accelerate delivery channel expansion
Given declining consumer traffic and flat same-store year-on-year growth, leading QSR chains
are enhancing their delivery channel expansion, with contributions from delivery channels
ranging from 29% to over 45%. Third-party food delivery platforms have also benefited. Meituan,
for instance, reported its gross transaction value grew by 59.5% YOY in Q2, much higher than
foodservice industry growth.
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China’s foodservice sector declined by 4.5% YOY in August 2021 in a sharp reversal from July’s
14.3% sales growth. The negative impacts of the Delta variant outbreak and the government’s
stringent controls were larger than the market expected, bringing headwinds on the road to
recovery. This translates to a -5.3% two-year CAGR over pre-Covid August 2019 sales. Although
the government quickly controlled the virus, natural disasters like floods and September’s
outbreak in southern China further negatively impacted foodservice spending, meaning Q3
foodservice sales growth is likely to be under pressure. At the same time, Chinese consumers
are becoming more cautious in discretionary spending, given the complex international
environment and economic recovery. Despite August’s muted sales growth, we still anticipate
2021 full year sales to be slightly above pre-Covid levels, due to strong recovery in 1H 2021 and
seasonal consumption in Q4 2021. We estimate 2021 sales growth will likely be 2% above 2019
pre-Covid levels (a 1% two-year CAGR).
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Europe
A bumpy road to normality

•
•

Some segments are still catching up on revenues, and margin pressure is
mounting.
Investments in technology will be required.

Foodservice activity index change vs. same month in 2019
20%
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Q4 brings new opportunities and also more competition

-40%

Foodservice activity picked up strongly with reopening, but not all operators benefited equally.
Limited-services outperformed as off-premise eating maintained strong momentum, while
operators dependent on international tourism or office traffic underperformed. The fourth
quarter brings a return to in-person education, better visibility on the extent of working-fromhome, and gradual easing of event and traveling limitations.

-60%

But we would also expect pent-up demand for dining out to gradually wane in the coming
months, as the initial hype gives way to more evenly paced spending. The end of stimulus and
a broader choice of entertainment alternatives competing for ‘share of wallet’ are additional
factors to consider.

Rising costs are a major concern
Operators are particularly concerned by mounting cost pressure, due to higher food and
logistics costs as well as rising personnel costs and tight availability. Although some food prices
seem to have peaked and are already easing off, we believe that logistic costs and personnel
hurdles will remain for some time. In addition, the reversal of the VAT reduction for Belgium and
the UK (partial) in October triggers the dilemma of rising prices or eroding margins, since, at the
time of the reduction, sales prices were not adjusted downward.

Eventually, margin support will require additional investments
The restructuring undertaken in 2020 has left many operators with a leaner and more efficient
structure than back in 2019. And they have been able to support their margins through price
increases and a lack of promotions, as consumers showed no price-sensitivity in recent times.
But as announcements of capacity additions keep flowing, we increasingly believe that
competition will mount in the next year, and price-based competition will increase. To offset
that with additional efficiency gains, investments in various technology-related areas will be
required, making the difference between players.
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United States
The autumn may unveil what consumers want and can afford

Through the summer months, revenue growth in foodservice and drinking places surpassed
pre-pandemic levels and appeared to have made a full recovery, with July 2021 sales up 15% vs.
July 2019. At the same time, revenues for food and beverage retailers were also up by more
than 10%. Even after adjusting for inflation, sales were up on pre-pandemic levels, indicating
consumers, at least for a time, were willing and able to spend at restaurants again. Covid-related
relief packages and record savings have helped to support demand and offset weak consumer
incomes (-2.9% YOY in 2020). US consumers have saved more through the pandemic than any
time in history, as restrictions on travel, restaurants, and other costly spending activities kept
money in wallets. As a result, savings in the US have bounced from a pre-pandemic average of
7% to an 18-month average of 16% since April 2020, hitting all-time highs of 33% in April 2020
and 26% in March 2021. Suffice it to say, there was pent-up demand after months of limitations,
and ample cash was spent eating up the “summer of freedom.”

Demand fades as autumn arrives
Just like summer, cash and pent-up demand for eating away from home are gone for now. After
15% growth in July, August demand slipped 3% MOM, and was down 8% on 2019. Reductions
in government financial aid, higher Covid cases, and new variants have put the brakes on
demand growth, particularly for full-service restaurants (FSR). Earnest Research data shows that
FSR foot traffic was down 2% in August versus 2019 after a 3% increase through July. Fast-casual
(FC) foot traffic remained weak throughout the summer, with fewer conveniences such as drivethroughs adding to the headwinds for this segment, which has already suffered as corporate
travel, social events, and work-from-home persists at higher levels. This is likely a permanent
side-effect of Covid. Meanwhile, quick-service restaurants (QSR) have continued to benefit from
existing low-touch convenience, off-premise consumption, and affordable items. As we head
into autumn, consumers’ true ‘appetite’ for restaurants at this late stage in the pandemic will be
unveiled, and so far, it appears to be underwhelming.

90
75
60
45
30
15
0

Jan-19
Feb-19
Mar-19
Apr-19
May-19
Jun-19
Jul-19
Aug-19
Sep-19
Oct-19
Nov-19
Dec-19
Jan-20
Feb-20
Mar-20
Apr-20
May-20
Jun-20
Jul-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20
Jan-21
Feb-21
Mar-21
Apr-21
May-21
Jun-21
Jul-21
Aug-21

Eating up the stimulus

restaurant & bar sales (billion
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• Asymmetry reins; some are investing and others are awaiting handouts.

Pent-up demand visible during the summer

*Seasonally adjusted monthly sales at restaurants and bars
Source: US Census Bureau 2021
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• “Summer of freedom” quickly turned to fall.
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United States
Costs rise, along with government support

As pandemic unemployment benefits expired on September 6 and Covid-19 case numbers
remain high, consumer demand will likely remain subdued and off-trend from normal patterns.
Earnest Research data indicates that weekday demand at QSR and fast-casual restaurants is
being traded for the weekends, changing the landscape and driving a shift in demand patterns
for fast-casual and QSR.

Revenues are up, but so are costs
Labor challenges and food price inflation are providing further headwinds for demand.
Indicative wage levels have risen a steep 15%, and prices for many of the underlying ingredient
inputs are up – for example, beef and canola have increased 15% and 96% respectively since
2019. As unemployment payments ended on September 6, the need to work may still see the
return of missing foodservice staff, providing some relief. However, we are hearing anecdotally
that shortages in foodservice are likely to be a longer-lasting issue, as former restaurant
employees who lost their jobs early in the pandemic have secured more traditional jobs. With
no end in sight to operational cost pressures, restaurants face a balancing act, as they will need
to pass prices through to consumers while trying to maintain demand. It’s shaping up to be a
disappointing fall and winter for fast-casual and full-service restaurants on all fronts.

Average hourly earnings of foodservice and drinking places
employees
17.50
17.00

USD/hour

Fading “summer of freedom”

16.00
15.50
15.00
14.50

Source Bureau for Labour Statistics, Rabobank 2021

Indexed prices of underlying ingredients commonly used in
restaurant items
200
indexed prices

The ENTRÉE Act
With slowing demand, rising costs, and piles of debt, the best hope for some struggling
foodservice businesses is more government support. Over 50% of eligible applicants reportedly
missed out on the first round of government funding, paid out in the initial Restaurant
Revitalization Fund (RRF). More support is on the horizon, thanks to bipartisan support for the
proposed USD 60bn refill of the RRF, which is expected to pass, but will it be enough to reverse
the damage incurred over the last 18 months? Meanwhile, other industry participants are
investing in new and costly strategic areas. McDonalds and Burger King are halfway through
piloting TerraCycle’s Loop system – a sustainability platform offering reusable packaging, which
is unlikely to make money in the short term. Others are installing new systems to help
streamline ordering and delivery. All of this reflects the asymmetric recovery we expected to see,
and it will remain in place for the foreseeable future.
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Source: CME, CBOT, Rabobank 2021
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Appendix: Industry Indicators
and Corporate Activity

Pent-up Demand Providing Strong Support

Pent-up demand may also support leisure travel as restrictions drop.

Consumer confidence stabilizes and may hide divergent trends
Among our monitored countries – apart from Spain, where consumer confidence hasn’t
fully recovered, but the indicator is still trending up – consumer confidence seems to have
stabilized or even come down from its peak. China, ahead of the curve, saw its peak in
February and came down from there, and the US saw a similar trend after peaking in April.
In both countries, consumer confidence is below the pre-Covid level. In the UK,
Netherlands, France, and Italy, consumer confidence indicators are no longer improving,
but they remain above pre-Covid levels. In Germany, the indicator has stabilized at roughly
January 2020 levels. Stabilization is probably a natural outcome after months of strong
recovery, but it may hide divergent trends within the population. Ample availability of
entry-level jobs may support greater optimism among the youngest adults than among
older segments, who are potentially more concerned about the long-term outlook or the
impact of rising inflation.

A gradual recovery in tourism in Q4
International travel in the summer of 2021 was still crippled by restrictions and confusing
rules that encouraged staycation once again. But as vaccination rates advance, we see
more countries removing barriers to international travel. Even if regions and countries do
not benefit equally, either because their public health situation remains uncertain or
because of seasonality factors, traffic is expected to show a positive trend in Q4 2021 and,
in the absence of new setbacks, in 2022. Some pent-up demand in the coming months
may help to partially offset a slow recovery of business travel and the residual impact of
restrictions.

Generalized improvement in consumer confidence
consumer confidence index

•

Consumer confidence has largely peaked for now, and pent-up demand
continues to support discretionary consumption regardless.
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Rising Costs Likely to Have Some Structural Elements for the
Industry
• Jobseekers may prefer other industries.

Total unemployed, summer 2019 vs. 2021 (thousand people)
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Personnel scarcity reflects a reality more complex than statistics
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In several markets, filling vacancies in hospitality has become more difficult and expensive.
With the total number of unemployed comparable to that of 2019, statistics don’t seem to
justify the ongoing difficulties of finding available personnel in a number of countries and
industries. If subsidies are having an impact, labor force pressure should gradually ease as
these come to an end. But other elements may also be playing a role. Some of them may
still be Covid-related, such as the absence of foreign workers, but others may have more
profound reasons.
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• Consumers are accepting price increases… for now.

The fast growth of new job opportunities related to the ‘gig’ economy, such as last-mile
logistics, delivery, e-commerce-related warehousing, or digital business development, may
be attracting workers that otherwise would have considered employment in hospitality. If
employee availability doesn’t improve as other disruptions disappear, foodservice operators
need to adjust their operations to structurally higher labor costs and contemplate palliative
investments.
Other input prices are also rising: higher prices for transportation and commodities are
affecting food prices, energy prices are on the rise, and operators are also spending more
on digitalization, technology, and delivery costs than in 2019.

Passing higher costs on to prices is still possible at present
Meal prices in foodservice have been increasing faster than food prices in retail, with no
apparent impact on demand: Lower on-premise traffic was more related to prevailing
customer health concerns; average spend per ticket was up; and off-premise sales through
delivery and take-away remain strong. But if foodservice prices keep rising, at some point
demand may be affected, even more so as consumers are confronted with other rising
prices and forced to reconsider their discretionary spending.
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Jul-19
Jul-21

Aug-19

Jun-19
Jun-21

Jul-19
Jul-21
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Source: Eurostat, US Bureau of Labor Statistics, UK Office for National Statistics, Rabobank 2021
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Corporate Activity: Technology Providers and Asian Markets
Are Highly Dynamic
Restaurant technology providers move into the stock market
The IPO fever among restaurant operators is still ongoing, with Krispy Kreme in July,
Dutch Bros in September, and several Asian names among the largest deals. But names
like Portillo’s in the US and Tortilla, who joined the AIM in October, are also included.
But restaurant deals are not alone, as restaurant technology and software suppliers join
the trend. The combination of strong demand for their services and abundant funding
to enable scaling up organically and through acquisitions has helped some players
reach a point where sufficient scale combines with top line-growth visibility – a sweet
spot for a listing.
Such has been the case for Olo, a ‘software as a service’ company that develops digital
ordering and delivery programs for restaurants (IPO in March), and Toast, a cloud-based
point-of-sale and management-system software provider for restaurants (IPO in
September). Both Olo’s and Toast’s share prices are trading well above the IPO price at
the time of writing, but they have come off their peaks. While this may discourage an
imminent flow of new IPOs, corporate activity in the restaurant technology industry is
likely to continue. The foodservice industry needs to keep investing in technology. Its
suppliers are still fragmented, and funding to enable consolidation remains available as
the process attracts interest from financial sponsors and technology and foodservice
operators, among others.

Recent IPOs in restaurant technology and in Asia
Company

IPO price

IPO date

High

Low

Last*

Olo

USD 25

Mar 2021

49

22.88

27.28

Toast

USD 40

Sep 2021

65.99

49

54.43

Helens

HKD 19.77

Sep 2021

24.8

21.6

21.85

Nayuki

HKD 19.8

Jun 2021

17.2

9.1

11.2

Devyani International

INR 86-90

Aug 2021

140.9

107.55

113

Zomato

INR 76

Jul 2021

152.75

114

135.45

Source: Pitch Book, Wind, corporate sites October 13-14, 2021

Focus on Asia
IPOs among Asian restaurant operators are even more active compared to other parts of the world. Among all the listings or plans to list, we need to highlight two key themes: one is
signaling the rebirth of offline social networks, and the other is master franchising operators keen to raise cash. For example, English pub chain Helens completed a USD 342m IPO, and
the Chinese bubble tea chain Nayuki raised USD 656m from its Hong Kong IPO, signaling a need to raise cash for offline expansion to ultimately become an offline social network
platform for young consumers.
Another key theme to point out is that some master franchising operators are keen to raise cash to reinforce their balance sheets under Covid, such as Dicos, Dash Brands, and Devyani
International (the latter two are Domino’s Pizza chain operators in Asia). Internationally, many franchisees are publicly traded companies, increasingly operating in cross-border
environments and across multiple brands. We believe the master franchisee operators looking to list in the local markets intend to fund expansion and further consolidate the
foodservice sector or perhaps to repay debt for some of their cash-draining players.
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