
 
    

 

 

Company Description:  Dave and Buster’s Entertainment owns and operate small and large stores 
across the United States, Puerto Rico and Canada, combining dining and entertainment. As their 
tag line states: “Eat, Drink, Play and Watch – All under one roof”. Their target is families and young 
men in their 20s. They opened their first store in Dallas, Texas, in 1982, and as of February 2018, 
they owned and operated 106 stores. They focus on a quality customer experience that is not found 
at any of Dave and Buster’s competitors.  

 
HOLD 
Current Price:  $63.79 
Target Price:  $69.46 
Market Cap:  2,477.8M 
Beta:   1.16 
ROE:                           28.7% 
P/E:                            22.7 
 

 
 

Thesis:  
 
Dave and Buster’s offers one of a kind 
experience compared to its restauration and 
entertainment competitors. Their segment mix 
is evolving toward more entertainment than 
food and beverage, which should lead to an 
increasing EBITDA margin. They will be 
investing in new locations and innovation these 
following years. They seem to be slightly 
undervalued, but strong Q2 earnings report 
lessen the price gap. 
 

Catalysts:  
 

x Short Term(within the year): 13% unit 
growth, opening of 15 new stores 
location 

x Mid Term(1-2 years): Product 
differentiation in the entertainment 
section: new games, increasing VR titles 

x Long Term(3+):  new capital allocation, 
increase in share repurchase 
authorization, quarterly dividend 

 

 

Earnings Performance: 
 
Dave and Buster’s Entertainment Inc. (D&B), missed on revenue by 4.36% for fiscal year ended February 2018, 
but beat on EBITDA margin, as they have for the past years. Over the past 5 years, they have shown a positive 
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EBITDA surprise compared to estimates of 7.39%, but of 0.85% on revenues. For the first half of fiscal year 
2018, D&B reported $651.38M of revenues, with an EBITDA margin of $161.1M, so 25% of revenues. For 
the Fiscal year ending in February 2018, they reported an increase in revenues of 13%, reaching $1.14B, with a 
slight negative leverage: EBITDA margin decreased by 18bps. They also report a more efficient employee 
management, making in 2017 $300 per $1 spent on employee salary. CEO Brian Jenkins announced this year a 
new focus on customer service, hiring new employees to welcome and direct customers for a more personalized 
experience. 
In Q2, they announced encouraging growth figures in all segments, but not to forget that it is a cyclical business, 
therefore the summer quarter is always impressive, compared to the other quarters. Revenue grew by 14% year 
to year, with a growth of 17% in the amusement section, which accounts for over 60% of their revenues. Food 
sales grew by 14%, and beverage by 10%. However, their EBITDA margin, adjusted, grew by 17%. Indeed, 
with the proportion of revenues attributed to entertainment, original costs are high but low maintenance and 
operating costs are clearing appreciable margins. With these factors, I think that an average growth in revenues 
of 9.8% for the next 15 years is reachable, with an EBITDA margin flourishing around 21%. 
 
 

 
 
 
Business description: 
 
Dave and Buster’s Entertainment offers a wide variety of activities in its owned stores. Indeed, they offer all 
at the same location to watch sports, drink cocktails, eat traditional American food, and play various 
attractions. They have small and large stores depending on the location, and launched their 17K stores earlier 
this year. These new type of store are smaller, with an emphasis on the D&B sports area. They will enable 
Dave and Buster’s in the near future to enter new markets, such as areas with lower population density, and 
target families even more. Up until now, D&B stores were mainly located in high population areas, such as 
New-York, California, and Texas.  

D&B went public on October 1, 2014 at a price of $17 a share. Since 2014, the stock reached a peak at $73.48 
in June 2017 after strong earnings growth announcement. For the year ended October 1, 2018, the trading 
average has been around $50.74 crossing this average in August after earnings call, and announcement of 
further geographical expansion, quarterly dividend to be declared, increase in share repurchase authorization, 
as well as new product differentiation. 



 
    

 

 

 
 
Industry and competition: 
 
Dave & Buster’s has been doing significantly great comparing to the industry’s growth. The company is 
expected to keep doing well and sustain a momentum going forward due to their exclusive business style and 
various sales-building initiatives (Eat, Drink, Play and watch). The company is both preforming well on the 
Food-Beverage food chain and on their amusement and entertainment chain that is accounted for 56.6% of 
the company’s revenue. Both sectors are moving hand-on-hand through forward growth.  

With its combination of activities, Dave and Buster’s has a true competitive advantage over the rest of the 
industry. There are a lot of dining chains, fast food chains, some offers to watch sports games at the same 
time but none has the same variety. Therefore, it is not fair to compare D&B to its restauration competitors, 
considering that only 40% of its revenues are from food and beverages. 

There is only one real competitors in terms of activity: Champps, a chain of nightspots popular for karaoke 
and game, but Champps is a privately owned company.  

 

 

Expansion and transformation: 

In Q2 earnings call was announced further geographical expansion with their new store model. In Q2 only, 
they have opened 5 new locations, and plan on opening 14 to 15 during the year, which would represent a 
13% increase in unit growth. 
According to Dave and Buster’s CEO, The Company is looking for a laser-focused on four strategic 
priorities. First, they are willing to evolve offering to drive a better differentiation by introducing new games 
and enhancing the food and beverage. During the last quarter, the company has had their biggest game 
launching in their history, launching their first VR title and Jurassic World VR expedition. The company is 
also looking forward to release other high-tech games into their platform in the very near future. Secondly, 
Dave and Buster’s has also rolled out their new menu where they upgraded in the food and beverages. The 
menu includes more and better choices and options. The menu size yet will be reduced by 20% of the 
offering, however the company believes that they are offering a better quality and taste of the food. Third, the 
firm is also working on improving their services and reducing friction once guests are inside their stores, since 



 
    

 

they were dealing with this obstacle for the past years. Finally, PLAY is also focusing on ensuring to reach 
their audience more effectively and to communicate the new news and values, which will help them to 
understand their costumers and consumers better. 
 

  

Debt: 

 

Dave & Buster’s has $366M of debt 
outstanding. This represents their total debt 
combining short-term and longterm debt. 
This debt is devided between two 
borrowings, a short term portion of $15M 
and a long term borrowing of $351M. The 
total debt represents 46.48% of the total 
revenue of the company. 

 

 

 

 

 

 

 

 

 



 
    

 

 

Ownership: 

Institutions own 143.37% of the float of Dave & 
buster’s. Investment advisors own 84.79% of the 
total float with BlackRock Inc. having the largest 
holding of 18.91%. This indeed represents a large 
amount of holding. Followed by Vanguard group that 
also has a significate amount of holding of 9.95%. 
Hedge funds own 9.04% of the total float with Hill 
Path Capital LP coming on the top of the list owning 
3.36% of total shares outstanding. Hedge funds have 

been adding to their positon, trusting that the company’s stock will keep rising. Most holders see a potential of 
growth in the company. 

 

 

Conclusion:  

Dave and Buster’s Entertainment is a promising long position on the long term. The financials of the 
company, along with recent announcements of the CEO Brian Jenkins suggest that over the next ten years, 
the company’s profit margin should increase, due to the increasing proportion of entertainment in the 
revenue mix. The combination of unit growth, customer focus, and product differentiation using movies VR 
games, D&B is completely changing its future, for the better.  

 



 
    

 

 


