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Thesis Points:

Market Price:
Industry:
Market Cap:
52-Week Range:
Beta:



Rebranding of Jack in the Box and Qdoba through
company innovations



Management’s continued dedication to increasing
shareholder returns through buy backs & dividends



Strong 2015 financial performance to continue into
2016

$73.66
Restaurants
$2.69 Billion
$63.94-$99.99
0.72

Company Description:
Jack in the Box Incorporated operates and franchises fast-food restaurants Jack in the Box and Qdoba Mexican Grill.
Headquartered in San Diego, CA, JACK offers a very diverse menu which includes its famous hamburgers along with
specialty sandwiches, finger foods and Mexican food.
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Thesis
I am recommending a BUY on JACK based on the
following: menu and infrastructure innovation which will
lead to increased brand recognition, a continued share
repurchase program which will carry into 2017 and strong
historical and forward looking financial statements.

Increasing Brand Recognition
JACK is in the process of implementing changes that will
increase overall awareness of both their Jack in the Box
and Qdoba franchises. Jack in the Box is the fifth largest
hamburger chain in the United States but is ranked
number two in the top ten major markets in which it
conducts business. In order to further establish its brand
nationwide, JACK has recently released a number of high
quality menu options. Already famous for its all day menu,
which consists of everything from tacos to egg rolls, these
new menu items have been a huge success with their
customers.
One of the most successful product launches in franchise
history, the Buttery Jack platform, was one of the main
successes of 2015. In addition to expanding on Buttery
Jack, JACK is set to improve the quality of their entire
core burger menu. These new items, along with customer
favorite limited time offers, are set to be added to the
menu by the second quarter in 2016. Along with their
burger selection, boosts in late night fare and all day
breakfast were catalysts for sales growth. JACK intends to
highlight these upgrades to their Jack in the Box brand
through television and digital advertising, point of
purchase displays, packaging, new uniforms, and updated
menu boards.

The overall strength of Jack in the Box’s brand is that they
consistently deliver exactly what their customers demand.
Many of Jack in the Box’s competitors are transitioning
their menus to offer much healthier options. JACK’s
management understands that its customers do not eat at
their restaurants because of their salads but rather for their
famous “buttery” burgers. The Buttery Jack platform is
the first of many new menu options that will help them
continue their streak of same store sales growth.
Qdoba is the second largest Mexican fast casual food
chain in the United States behind only Chipotle. In an
effort to further rebrand its well established locations, the
franchise plans to officially change the descriptor of the
name from Qdoba Mexican Grill to Qdoba Mexican Eats.
JACK’s management team views this change to better
reflect the flavors and variety that the restaurant offers. In
October, Qdoba launched Knockout Tacos which feature
six different chef inspired, unique recipes. Knockout
Tacos represent the first of many new innovations to the
menu that are in the pipeline for 2016 and beyond. Along
with menu additions, JACK plans to increase the number
of Qdoba locations. Currently there are 660 Qdoba
restaurants in operation while JACK’s management
believes that there is potential to reach 2000 in the long
term. In 2016 it is projected that 50 to 60 new Qdoba
locations will be opened which represents an 8% to 9%
growth.

In 2016, along with their traditional channels of
advertising, JACK plans to increase its television presence
in select markets. The company will also begin testing a
digital platform that will incentivize customers with
rewards. Additionally, JACK has begun remodeling
Qdoba’s across the country with new building
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designs, fixtures, furnishings, and graphics. Overall,
JACK’s management team is in the process of enhancing
the brand of Qdoba in order for it to increase its market
share in the $38 billion Mexican food industry.

Returns to Shareholders
The management team at JACK has made increasing
returns to shareholders a priority for the company. Since
fiscal year 2012, the company has repurchased a total of
$489 million outstanding shares. In 2015 JACK continued
this trend by repurchasing about $317 million worth of
shares. Additionally in September JACK’s board of
directors authorized an additional round of share buy
backs that that will total $200 million and expire in 2017.
This repurchase program is telling of JACK’s
management’s goal of constantly seeking to maximize
shareholder value.

breadth of their brand. JACK’s management has
estimated a 2016 EPS of $3.55-$3.70.

Summary
I am recommending a BUY on JACK based on its
immediate growth trajectory and overall upside potential.
Management’s continued emphasis on value creation
bodes well for all stakeholders. In conclusion, JACK’s
expansion and innovative changes to their product lines
will ultimately increase the recognition of their brand and
lead to increased long term success.

Along with their consistent stock repurchases, JACK
looks to enhance shareholder wealth through the payment
of a dividend. The company first started paying dividends
in the third quarter of 2014 and recently increased its
dividend by 50% in May 2015.

Financial Analysis
JACK has experienced very strong financial performance
for the entirety of fiscal 2015. The firm’s operating EPS
for the year finished at an even $3, a 22% increase. Both
Jack in the Box and Qdoba experienced strong system
wide same-store sales growth for the year. Qdoba finished
with 9.3% system wide same store sales growth while Jack
in the Box finished with a 6.5% growth. Jack in the Box’s
same store sales growth exceeded the NPD sandwich
category by 4.9%. Along with positive sales growth for the
year, JACK’s consolidated restaurant operating margins
increased by 1.9% from the year prior.
Fiscal 2015 was highlighted by a very strong fourth
quarter performance. Operating EPS rose 15% in Q4.
Same stores sales for Jack in the Box and Qdoba were
4.1% and 6.6% respectively. Jack in the Box’s sales growth
outperformed the quick service restaurant segment by 350
basis points. Overall, JACK’s strong 2015 will carry over
into 2016 due to their menu innovations and increased

3

1st week of December 2015

4

Siena Market Line

