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Mc Donald’s Corporation 

Executive Summary 

 

Business Summary 
Mc Donald’s is one of the world’s best known 

American multinationals, which primarily focuses 

on franchising and operating restaurants. Those 

restaurants offer a substantially uniform menu, 

although there are geographical variations. The 

company is present in 119 countries with 39,198 

restaurants, of which 93% are franchised.  

The restaurants and real estate company is the 

world’s largest restaurant chain by revenue (US$ 

23 billion – 2021) and serves over 69 million cus-

tomers daily. 

Sector/Industry 
Sector                              Restaurant & Real estate  

Industry              Fast Food 

Stock data 
Price $  (11/22/2022)       274,71      

Bloomberg code                                           MCD US 

Market cap.                            $203.204.000.000,00 

Shares outstanding                               740.000.000             

52-week range $                  217.68 - 281.67 

Daily volume                1,570,929  

Main Metrics ($M) 2020    2021     2022E 
Revenue                        19207,8  23222,9  24384,0 

EBITDA              8385,2   11328,7   11414,8 

                     

Multiples                 2022     2023E 
EV/EBIT                                             26,74       22,50 

EV/EBITDA                                        22,18       18,14 

P/E                                 27,36       26,27 

Remuneration                    2020   2021  2022E 
Dividend yield                       2,42%  2,22%  2,14% 

  

 

 Target:  $260,42   

 

Last Three years Operating Results 
 

 

Revenue totaled US$M 21364,4, 19207,8, 23222,9, re-

spectively in 2019, 2020, and 2021. This represented an in-

crease of 14,13% in 2021 compared to 2019.  

 

The increase in revenue and operating income was primar-

ily due to improvement of the company’s franchising opera-

tions, as compared to the COVID-19 financial impact on the 

prior year.  

 

Net income for the 2021 totaled $ 7.545,2 million, or $10,20 

per fully diluted share, compared with net income of 

$4.730,5  million, or $6,39 per fully diluted share for year 

2020.  

 

FCFO for 2021 totaled $9.332,7 million, or $12,61 per fully 

diluted share, as compared to $3.312,3 million, or $4,48 per 

fully diluted share for the same period in 2020.  

 

NOPAT was equal to $4.730,5  during the year 2020, while 

in 2021 it had a value of $7.545,2, representing a percent-

age increment equivalent to 59,50%.  

 

Company operated sales decreased by 13,6% percent be-

tween 2019 and 2020, due to the outbreak of the pandemic. 

For the same reason, at the same time, franchised reve-

nues decreased by 7,8%.   
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Company Overview 

Mc Donald’s is one of the world’s best-known American multinationals, which primarily focuses on 

franchising and operating restaurants. Those restaurants offer a substantially uniform menu, alt-

hough there are geographical variations. The company is present in 119 countries with 39,198 res-

taurants, of which 93% are franchised.  

The restaurants and real estate company is the world’s largest restaurant chain by revenue (US$ 

23 billion – 2021) and serves over 69 million customers daily. Mc Donald’s revenues mainly come 

from long term leases on the land and building for the restaurant locations (leases that imply for the 

franchisee to pay for rent, equipment, signs, furnishing, royalties, and other fees), as well as sales 

in company owned restaurants.  

 

History 

The first Mc Donald’s drive-in restaurant was established in San Bernardino, California, on May 15, 

1940, by Dick and Mac Mc Donald. In 1948, the restaurant was then renewed according to the 

principles of modern fast-food restaurants and reopened as a self-service drive -in, supported by 

the mascot Speedy. The items on the menu were reduced to 9 and its staple was the 15 cents 

hamburger.  

The restaurant’s success led the Mc Donald brothers to begin franchising their concept, ending up 

selling 14 franchises in the US, of which 10 became operating restaurants.  

In 1954 salesman Kay Kroc visited the Mc Donald brothers, intending to sell them some Multimix-

ers. There, the 52-year-old was fascinated by the operation and had an epiphany, believing that Mc 

Donald’s could become a huge, nation-wide, franchised company. In its vision, the company could 

operate at least 1,000 restaurants in the US alone. He therefore became Mc Donald’s franchise 

agent and in 1955 he opened the first Mc Donald’s east of the Mississippi river. Since then, the 

company kept expanding in the United States and, since 1967, also internationally arriving to being 

present in 119 countries today.  

The expansion of the company was favored by the iconic red and white design of the restaurants, 

that also featured the unmissable golden arches (1962), and its famous mascots: Speedy (1948) 

and Ronald McDonald (1965).  

Another relevant episode of the company’s history is the fight that occurred between the Mc Donald 

brothers and Kroc for the control over the business. In fact, in 1961 Kroc, sometimes recorded as 

being quite an aggressive business partner, ended up buying the brothers’ equity share for US$ 2.7 

million (almost $27 million today). This acquisition was later proven to have been propaedeutic to 

the beginning of the company’s international expansion, which led Mc Donald’s to become a symbol 

of globalization and of the American Way of Life. 
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Corporate strategy 

McDonald’s competitive strategy is based on a few key pillars. The fast food industry, within which 
the company operates, is a high-competition sector characterized by the sale of cheap products, 
thus, as usual in these capital intensive business areas, ideally with low unit margins on sales. 
High competition in the industry is due to the very low barriers to entry in the industry, so main-
taining cost leadership among competitors is critical. In other words, high competitive ad-
vantage is related to prices, as high competition squeezes margins and low production costs are 
necessary to maintain profitability at an acceptable level. To do so, the company has been investing 
for years in implementing new technologies aimed at lowering operating costs, that is at making 
production processes more efficient, both in factories and in stores, with a wide series of best prac-
tices and managerial approaches focused on streamlining the whole process, from raw materials 
to finite products for customers. A clear example of this managerial vanguard, is for instance the 
adoption of just in time production systems in the last decades. This new approach has helped 
McDonald’s restaurants to reduce both the costs of inventory and wastages. 

Moreover, growing awareness of the health risks associated with consuming foods high in fat, salt, 
and sugar has held back growth in the industry. Therefore, one strategic direction that the company 
had already signaled it would pursue is to differentiate its offerings by introducing new products to 
satisfy both customers who seek innovative foods and health-conscious customers who seek health-
ier foods from McDonald's. This strategy is being pursued both by preserving the most iconic prod-
ucts (e.g., the Big Mac, which is in fact the only product served worldwide) and by creating new local 
foods for different countries in order to achieve greater involvement of local shoppers. 

As will be pointed out during the SWOT analysis, one source of competitive advantage for McDon-
ald's is precisely its positioning and history, but most importantly, the notoriety its brand conveys. 
Indeed, despite strong competition in the industry, the McDonald's brand continues to be not only 
the most valuable in the fast food industry, but also one of the most valuable in the world. Therefore, 
it is a crucial asset for the company to manage properly, which has brought and continues to bring 
guarantees to the company. For this reason, it seems that in recent years McDonald's has focused 
heavily on marketing investments aimed at preserving the power of its brand, such as creating tar-
geted sponsorships. This strategy, when combined with well-known personalities, has also allowed 
the company to restructure its damaged image when necessary, in response, for example, to advo-
cacy groups complaining about the low quality of the food served. Therefore, this may be the real 
factor underpinning McDonald's success. 
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Business Model 

 
Revenue generation 
Mc Donald’s is a multinational company, active in the fast-food industry, that managed to become 

the leading global foodservice retailer. To do so, and to develop sustainable stakeholder value, 

the company franchises and operates restaurants, whose objective is to serve a locally-relevant 

menu of quality food and beverages.  

To maximize its revenue generation, Mc Donald’s built a business model that is mostly based on 

franchising restaurants. In fact, for example, of 39,198 existing Mc Donald’s restaurants, at the 

end of 2020 36,521 (93%) were franchised. As the company believes that the ownership of real 

estate, associated with the co-investment by franchisees, enables them to obtain high restaurant 

performance levels, it has developed different structures under which a franchising agreement can 

be developed: conventional franchise, developmental license or affiliate.  The decision about 

which of those ownership structures suits best every restaurant, trading area or market is based on 

different elements, such as the presence of skilled entrepreneurs that dispose of the needed finan-

cial resources, as well as the local regulatory environment.  

Being a franchisor, other than maximizing the revenue generation and profitability, also allows 

McDonald’s Corporation to achieve another important objective: it allows the company to be able to 

deliver tasty food to its final customer and to tailor locally relevant customer experiences.  

The two main sources of revenue that the company has are the following ones: cash flows deriving 

from sales realized by company-operated restaurants and fees paid by the franchisees. These 

fees, other than royalties, rent and occupancy or operating rights, might include a series of other 

payments that derive from additional services provided by the corporation. Among those last ones, 

that vary by type site, the amount of company investment and local business conditions, are counted 

technology fees, revenues from brand licensing agreements, and third-party revenues from the Dy-

namic Yield business. This is particularly because, under a conventional franchise arrangement, the 

company owns or secures a long term lease on the land and building for the restaurant location 

and the franchisee then pays for equipment, signs, seating and décor.  

Moreover, the company has been able to transform the directly operated restaurants into the lockpick 

for becoming a credible franchisor. In fact, the expertise developed into those restaurants allows 

the company to improve and optimize its operations, creating a precious know-how than can be then 

transmitted to all of the other facilities. To maximize its ability to generate revenues, the company 

also adopts a bottom-up approach, in which innovations from franchisees can be tested and, when 

viable, be implemented into relevant restaurants.  

Lastly, Mc Donald’s is also very concerned about maintaining high quality, food safety, production, 

environmental and human capital management standards in each of its restaurants also to protect 

what could be considered as its most valuable asset: its worldwide famous brand.  

 

 

 

 

 

 

 



6 | P a g .  
 

 Revenues breakdown by geography 

McDonald’s corporation is today present in 119 countries all over the world, after it opened in the 

last country reached, Kazakhstan, in 2016. One important event to note, is that today Mc Donald’s 

Corporation is not present in the Russian market anymore as, after the Russian invasion of Ukraine, 

the local division of the company was sold to Alexander Nikolaevich Govor and reopened under the 

name of “Vkusno & Tochka”, which means “Tasty and that’s it”. 

 Therefore, as it is possible to see in the map, its revenue breakdown by geography is very diverse. 

Hence, its revenues are classified into three main segments, which are the following: US, Interna-

tional Operated Markets, and International Developmental Licensed markets and Corporate.  
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It is also possible to note the predominant importance of the franchised restaurants in the revenue 

generation process. In fact, in all of the three years taken into account, the total of the revenues that 

come from the franchised restaurants are higher than those coming from company-operated sales, 

and of course greater than the other residual ones. For example, in 2020, the total global franchised 

revenues accounted for 10.726.000.000,00 €, while the total global company-operated restaurant 

sales “only” accounted for 8.139.000.000,00 €.  

Of those market segments, as 

it is possible to see in the be-

sides graph, the most im-

portant one is surely “Interna-

tional Operated Markets” 

which in 2019 accounted for 

50% of the total company’s 

revenues (54% in 2019 and 

54% in 2018). The second 

most important market seg-

ment from which Mc Donald’s 

revenues are coming is then 

the US market, which in 2020 

accounted for 41% of the total 

(37% in 2019 and 37% in 

2018). Then, the least important segment is “International Developmental Licensed Markets and 

Corporate”, which accounted only for a constant 9% of the corporation’s revenues in 2020, 2019 and 

2018.  

 

 

Customers 

Mc Donald’s targets different sets of customers around the world. To do so, the company custom-

izes its menus in order to meet more easily the needs and preferences of different segments of the 

world’s population.  

Firstly, Mc Donald’s bases its value proposition differentiation on the potential customer’s age: in 

fact, some of the most iconic items in the company’s menus are the “Happy Meals”. With those 

meals, that are served into a captivating paper container and provided with a selection of toys that 

can be found inside, the company aims to satisfy the most common needs of a child. And, by giving 

children something to eat and something to play with, Mc Donald’s can increase its sales by having 

also the parents eating at their restaurants.  

Secondly, Mc Donald’s varies the items present in their menus based on the country in which the 

restaurant is located.  Thing which is reportedly done to better fit with the local people’s taste and to 

penetrate further into a countries’ eating habits. In a French Mc Donald, for example, you will find 

sandwiches made with baguettes and in an Italian Mc Donald’s you will find a Crispy Mc Bacon, 
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whereas in an American or Australian restaurant you will be able to order from a wider selection of 

breakfast items. Then, the company also realizes Signature Menus with celebrities or famous chefs 

(such as Ghali or Joe Bastianich to state a couple that recently had its own menu in Italian restau-

rants).  

Last but not least, the franchisees could also be partially seen as customers of some additional 

services of Mc Donald’s such as the design and refurbishment of the restaurants, the staff’s training, 

some development services, and many others.  

 

Swot Analysis 

 

Strengths 

• “A stronger brand than ever before” and largest market share - The McDonald’s brand is 
source of many aspects of the company’s competitive advantage. Below they are summarized 
the most relevant three, which respectively relate to the value of the brand as an intangible asset, 
the geographical spread and effusion of it, and finally its sound symbolic value and related brand 
awareness. 
- Most valuable brand in the fast food industry - According to “Statista”, in 2021 McDonald’s 

brand was the most valuable fast food brand in the world, worth $ 154 billion (+19% from 
2020). Moreover, according to “fortunebusinessinsights.com”, in the fast food industry they 
own the largest market share. 

- Global presence - One of McDonald's major strengths is its significant territorial presence 
around the world. In fact, in terms of the number of restaurants worldwide, McDonald's is 
second only to Subway, which recently surpassed it. In 2021, there were 37,295 franchised 
restaurants and 2,736 company-operated restaurants, for a total of 40,031 restaurants 
spread across roughly 120 countries. 

- Symbolic value and brand awareness - McDonald's restaurants are spread all over the 
world (employing about 438,000 full-time people) and have become one of the most recog-
nizable symbols of so-called globalization, fast-paced lifestyle and modern consumerism. 

• McDonald’s real estate empire - McDonald's has a multibillion-dollar real estate empire. In 
facts, its franchise works in a slightly different manner, as they do not only provide brand, recipes, 
ingredients, and processes to franchisees, but also own the lands and operate as landlords, thus 
deriving income from rent payments. 

• Learning curves and economies of experience - In general, the average unit cost of products 
negatively correlate with cumulative total production for each company, with a constant percent-
age reduction in it depending on the industry. Among active competitors, the fact that McDonald’s 
has been around for more time than any other player, ensures for the company a cost advantage 
hardly reachable by competitors. 

• Stable relationships with suppliers 

 

Weaknesses 

• Supply chain interruptions - As McDonald's is one of the busiest food chains, it often faces 
problems due to disruptions in the supply chain. This also limits the availability of products, which 
are critical for effective management of operations. Therefore, when a franchise experiences 
such disruptions, operating expenses increase, resulting in reduced revenues and overall profit-
ability.  However, more information is needed on this point. Indeed, in recent years, McDonald's 
has greatly diversified its suppliers and applied different supply chain choices. For example, in 
Italy, the focus has shifted to "Made in Italy" ingredients. In this way, the company simultaneously 
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achieves several goals: a greater focus on ESG issues (environmental sustainability through the 
use of local products, commercial sustainability through greater supply chain flexibility, supply 
chain diversification, greater customization of final products, tying this diversification to the avail-
ability of local products, thus ideally to local tastes). 

• The franchise business model - McDonald's is the best example of an international franchise 
model. However, this complicated network of franchised and company-operated restaurants ex-
poses the brand to certain risks: financial deterioration, mismanagement, customer dissatisfac-
tion, and poor revenue generation. The company depends heavily on the franchises working 
independently and thus has no control over their day-to-day performance, but this directly affects 
the brand. 

• Lack of employee satisfaction and poor workplace safety - Due to recent revolutions in work-
ers' rights around the world and increased wage limits, many organizations have faced employee 
discontent. Recently, McDonald's has faced extreme backlash from its workforce. Workers have 
staged several protests and strikes to demand an increase in the minimum wage, causing the 
company repeated damage. In May 2020, five employees sued McDonald's for failing to adopt 
government safety guidelines. The lawsuit alleges that McDonald's endangered the lives of its 
employees and their families by failing to provide hand sanitizers, gloves, and masks during the 
recent health crisis. 

Low customer engagement - Due to the spread presence of substitute products, in the fast food 
market it is hard to achieve highly repeated purchase behavior by consumers, and this affects 
McDonald’s as well. This is directly related to the stiff competition of this business, mainly brought 
by low entering barriers. Another point of view from which to consider this aspect is indeed the high 
customer turnover. 

 

Opportunities 

• Rebuilding the brand image - While fast food restaurants are struggling to combat the "junk 
food hub" image, McDonald's can play smart by continuing its aggressive initiatives toward 
healthy and personalized offerings. 

• Increasing demand for healthy food: supply expansion and healthier options - With the 
growing relevance of the international debate on healthiness and healthy foods, more and more 
consumers are looking for healthier options. At present, these projects are still in their infancy, 
but they could be a crucial development for the company. Some steps toward this direction had 
already been made, and a clear example of this is the McPlant (Ireland and UK), the first plant-
based burger that will be served in Ireland and UK. The fast food giant has partnered with "Be-
yond Meat" (a rising vegan organization) to bring the restaurant's vegan burgers to the UK and 
Ireland. The vegan burger was born out of a collaboration between McDonalds and Beyond Meat, 
which tested it in more than 200 restaurants in 2021. 

Considering how long McDonald's has been in existence, it may not seem far-fetched to say that its 
business may be at a turning point. Indeed, for many years it has been the undisputed leader in its 
industry, yet in recent years, health food trends and the prominence of very strong competitors are 
challenging McDonald's leadership, at least in terms of notoriety. With due caution therefore, it is 
possible to say that its business has reached maturity, if not already on its way to a phase of decline, 
promptly addressed and punctually slowed down by the introduction of innovations. However, these 
do not always seem to be able to bring the brand back to the crest of the wave, and therefore, as is 
often the case in such cases, more radical innovation may be necessary for McDonald's. In any 
case, the company's reports reiterate their long-term focuses, and how these include an increasing 
focus on improving their products. To be fair, however, the company's established leadership might 
also allow it to act as an incumbent and early follower to minimize the risks of a business, yes solid, 
but one that nonetheless has shown its weaknesses in recent years. If McDonald’s business was 
actually mature to that point, then it would be reasonable assuming the absence of substantial 
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opportunities, and if that is the case, a fortiori radical innovations might be necessary to reboost the 
company growth. 

 

Threats 

• Fierce competition and new trends - In recent years, the fast food industry competition is get-
ting  increasingly stiffer. Many new brands are emerging, each bringing different innovations 
(among others, the most recent is the "smash-burger," initially proposed by "Shake Shack") and 
stimulating new demands from consumers, who in response are gradually moving their money 
elsewhere. McDonald’s is indeed often considered by millennials to be old-school fast food, with 
traditional menus and tastes. As just mentioned, this is the opportunity that food chains such as 
Shake Shack and Wendy's are taking advantage of, offering customers more innovative foods. 

• The rise in health-consciousness and tighter related-regulations - More and more consum-
ers are adopting healthy lifestyles and switching to healthier alternatives, while most of the prod-
ucts on McDonald's menu are unhealthy, and the company may be losing health-conscious cus-
tomers to competitors with healthier options - also due to advocacy groups “simply” raising their 
voices for healthier lifestyles. These protests had a strong negative effect on McDonald’s, as 
some countries have eventually enacted laws to restrict the use of specific unhealthy ingredients 
or have banned fast food companies. 

Environmental concerns - Like every other food giant, McDonald's faces immense pressure to 
improve its practices to minimize waste and environmental pollution. Growing ecological concerns 
are forcing McDonald's to adopt such initiatives, which are currently being enacted and deeply 
changing the company’s business structure. 

 

 

Market Overview 

McDonald’s Corporation operates the Real Estate franchise industry. It is a model where an individ-

ual or company licenses the use of the franchisor’s trademark and offers services to customers at a 

fixed location or through remote services. The franchisor gives their franchisee a list of what they 

need to do and how they need to be seen to be successful with this business. The franchisee, on 

the other hand, may get access to all the resources he needs from the franchisor.   

 

The franchise-related investments in the Real Estate market depend on how well the company’s 

brand and reputation are perceived in the market. Over the five years to 2022, the real estate fran-

chise industry has largely benefited from increased home affordability as rising per capita disposable 

income helped bolster demand for real estate brokerage services. Increased access to credit and 

low interest rates have fueled demand for both housing and commercial spaces and, consequently, 

industry operators have benefited from stronger conditions as the value of residential and nonresi-

dential construction rebounded. 

COVID Impact  

The franchising community comprises 773,600 small franchise establishments across the country 

and supports nearly 8.4 million direct jobs as of 2019. The COVID-19 pandemic has created eco-

nomic instability across the country and throughout various industries. More than 40% of businesses 

in the accommodation and food sector suffered from revenue losses, 43.5% of businesses in the 

industry will require additional financial assistance or capital, and 10.6% of operators also anticipate 
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to permanently close the locations, which all suggest the restaurant and hospitality industries’ fore-

casted stagnant growth for the following years. 

 

Porter's five forces analysis 

Current Positioning 

 

Current competitors within the industry 

First of all, it is necessary to state that Mc Donald’s, being a huge multinational company, is present 

in multiple markets around the world and the competitive environment in different markets and loca-

tions might vary significantly. Nevertheless, generalizing, it is possible to identify certain common 

features that will be stated below.  

Second, the fast-food restaurant market, is one that could be seen by many analysts as saturated. 

In fact, globally, there is a wide presence of competitors, whose size might vary from big multinational 

companies to small local businesses trying to compete within the same field. This competition is also 

accentuated by the low (if not inexistent) switching costs that the customer must pay to be served 

by a competitor’s restaurant.  

However, it is necessary to highlight how Mc Donald’s is able to defend its consistent market share, 

by aggressively applying her strategies, such as nationwide marketing campaigns, fidelity programs 

issued on their application (which also allow the company to collect further users’ data), and the 

creation of special signature menus based on local ingredients and taste.  

Lastly, Mc Donald’s has developed and implemented over the years not only recipes, but also or-

ganizational and procedural best practices that allow them to drastically reduce their costs, benefit-

ting from sensible specialization economies. Economies that would be timely and costly to develop 

for competitors.  
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Threats of potential new entrants 

Even though the fast-food industry is characterized by low switching costs, and therefore it is rela-

tively easy for customers to pass from one restaurant to a newly opened one, there also some sig-

nificant barriers to new entrants that could well protect the company’s competitive advantage.  

The current increasing variability of capital costs, for example, might translate into higher difficulties 

for companies to obtain capitals to finance their projects and initiatives. Mc Donald’s international 

franchising business model, that implies the necessity to buy or secure the restaurants’ locations, 

would require huge capital to be replied.  

Other than that, another high barrier to entry that could protect Mc Donald’s from the thread of new 

entrants is the difficulty and the effort required to build a strong brand within this industry. The com-

pany benefits in fact from one of the most well-known brands not only in the fast-food industry, but 

possibly in the entire world, that has even managed to become a synonym of the American Way of 

Life and of globalization.  

 

Threat of producers of close substitutes 

If we consider Mc Donald’s substitutes in the broadest sense, we might end up perceiving very im-

portant threads to the company’s business model. In fact, as substitutes of a restaurant chain we 

might take into account every restaurant that is present in a city, bars, bakeries and even the food 

that people can cook for themselves or ready-made buy in some shops.  

Having said that, Mc Donald’s have pretty specific market target, but even if we narrow the analysis 

field, we could still understand that the threat of substitute products is a major issue for the company, 

especially considering the very low switching costs that consumers have to borne. Those low switch-

ing costs could encourage people to try new kinds of food that they have never tasted, try different 

recipes at home, or even choose a different kind of meal to be delivered to them instead of choosing 

Mc Donald’s.  

 

Suppliers’ bargaining power  

Analyzing the bargaining power of Mc Donald’s suppliers towards the company, it is easy to appre-

hend how it is the corporation that detains most of the power. In fact, being a large multinational, Mc 

Donald’s can count on numerous suppliers in every country, and this fragmentation is the first aspect 

that reduces their capability to negotiate. Possibly, the main worldwide suppliers are to be identified 

in the beverages suppliers, such as Coca Cola, whose products can be found in every franchised 

restaurant around the world.  

Other than that, the company generally buys raw materials or items that can be produced by different 

suppliers; therefore, suppliers can be easily substituted, should they not meet Mc Donald’s standards 

anymore or should they ask high prices.  

Moreover, generally speaking, the company’s suppliers are not much vertically integrated, meaning 

that they do not have full control of Mc Donald’s supply chain, which notably reduces their negotiating 

and bargaining power.  

 

Customers’ bargaining power  

Even though customers cannot negotiate directly with the company, it would be a mistake to state 

that they do not have a strong bargaining power.  
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First, this is because in most cities around the Globe there is a large variety of food chains, restau-

rants, and fast food restaurants amid which people can choose where to buy from. This aspect is 

furtherly accentuated by the fact that customers need to face really low switching costs to pass from 

one food provider to another. Reason why Mc Donald’s corporation is very careful to always provide 

a variety of options (both salty and sweet) and periodically introduces new items to their menus, in 

order to meet the needs and desires of its customers.  

 

Peers 

Competitors analysis  

 

 

 

Wendy's is an American international fast food restaurant chain founded in 1969. The Wendy's Com-

pany is engaged in the business of operating, developing and franchising a system of quick-service 

restaurants. The Company operates through three segments: Wendy’s U.S., Wendy’s International 

and Global Real Estate & Development. The Wendy’s U.S. segment includes the operation and 

franchising of Wendy’s restaurants in the United States. The Wendy’s International segment includes 

the operation and franchising of Wendy’s restaurants in countries and territories other than the 

United States. The Global Real Estate & Development segment includes real estate activity for 

owned sites and sites leased from third parties, which are leased and/or subleased to franchisees, 

and also includes its share of the income of its TimWen real estate joint venture. The Company 

operates approximately 5,938 Wendy’s restaurants in the United States.  

 

 

 

 

Yum! Brands, Inc. (or Yum!), formerly Tricon Global Restaurants, Inc., is an American fast 

food corporation which includes KFC, Pizza Hut, Taco Bell and many others. Yum! Brands, Inc. and 

its subsidiaries franchise or operate a system of over 53,000 restaurants in 155 countries and terri-

tories under the company’s concepts. A key component of the company’s growth strategy is restau-

rant development. Development teams within each Brand are responsible for their own U.S. real 

estate and construction activities. The mission of these teams is to provide customers with the most 

convenient, desirable and accessible restaurant locations across the country.   

 

https://en.wikipedia.org/wiki/Fast_food_restaurant
https://en.wikipedia.org/wiki/Fast_food
https://en.wikipedia.org/wiki/Fast_food
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Chipotle Mexican Grill Inc is a chain of restaurants specializing in Mission Burritos and Tacos. It 

has its business in the United States, United Kingdom, Canada, Germany, and France.  Chipotle's 

real estate strategy has evolved dramatically over time. Whereas the company primarily used to 

build free-standing units in the highest-trafficked areas, Chipotle now operates a variety of restau-

rants that require lower up-front investments, including locations such as retail centers and mall food 

courts. There are 3,073 Chipotle stores in the United States.  

 

 

 

 

 

Starbucks Corporation is an American multinational chain of coffeehouses and roastery re-

serves headquartered in Seattle, Washington. It is the world's largest coffeehouse chain. Starbucks’ 

success is mainly due to real estate investment model. The location of Starbucks stores has been a 

key factor contributing to the company’s success. Starbucks has a team dedicated to selecting new 

locations for stores, based on a wide range of demographic and property data. Their analytical ap-

proach has allowed the company to consistently find profitable locations and to concentrate multiple 

stores in close proximity. The Seattle-based coffee chain prefers to own each of its own locations 

and there are 15,812 Starbucks stores in the United States.  

 

 

 

 

Domino's Pizza, Inc., trading as Domino's, is an American multinational pizza restaurant chain 

founded in 1960. Domino’s is thought of as a restaurant chain, but the company owns just 2% of its 

stores. The company generates revenue from franchise royalties and its supply chain operations in 

the United States. Dominos is more of a supply chain operator and consumer marketing firm than it 

is a restaurant chain. This franchise model is beneficial to investors because it enables the company 

to efficiently manage its capital while having the flexibility to pursue strong growth opportunities. For 

potential franchisees, the company offers a streamlined operating model, national marketing cam-

paigns, and a cash-on-cash return of investment in three years or less.  

 

https://en.wikipedia.org/wiki/List_of_coffeehouse_chains
https://en.wikipedia.org/wiki/Coffeehouse
https://en.wikipedia.org/wiki/Starbucks_Reserve
https://en.wikipedia.org/wiki/Starbucks_Reserve
https://en.wikipedia.org/wiki/Seattle
https://en.wikipedia.org/wiki/List_of_coffeehouse_chains
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Valuation 

 

Stock performance 

 

 

Financial results 

 

The financial analysis of McDonald’s Corp of the last three years is a bit altered by the pandemic, as 

in 2020 it paralyzed almost all the major economies, but taking 2019 as a benchmark for the revenue 

and for the EBITDA we can notice that the company didn’t perform that bad, fast recovering in 2021. 

Concentrating on the EBITDA as % of the revenue we can see that the company managed to keep 

a good margin even during the worst year. 
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Making our forecasts we took in consideration the recession outlooks for the near future. In particular, 

we expect a recession in 2023 and a recovery already the following year, with a follow-up of the 

uptrend of 2021 and 2022. As we don’t see any other real danger after the next recession we foresee 

quite constant growth in line with the years before the pandemic. 

Analyzing the FCFO, excluding 2020 and 2021 altered by the pandemic, we believe there will be 

growth as the company opens new restaurants every year, we just need to think that also during the 

pandemic there was an increase in the number of restaurants to understand that this trend will con-

tinue in the future, as McDonald will surely enter in new markets. 

 

WACC  

Regarding the capital structure, we had to look at the market values of equity (market capitalization) 

and debt as taking the book values would have resulted in negative equity due to the massive buy-

back of own shares by McDonald's. 

Speaking of the cost of debt, we used Moody's 'Baa2' credit rating for the new tranche of debt issued 

by Mcdonald’s. Associated with this is a risk spread of 1.5%, which allows us to have a cost of debt 

that is as forward-looking as possible. As far as the risk-free is concerned, however, we did not use 

the most recent value of the 10Y Treasury, but took a longer-term average, as the level of interest 

rates so high that we have been experiencing recently should settle down to a somewhat lower level 

in the long term. So, we used the value of 2.72% which is the average LTM of the Treasury 10Y. 

Speaking of the cost of capital, we used the market risk premium taken from Fernandez (2022) for 

the US market, which is 5.6%. Instead, the beta was estimated by regressing the historical series of 

S&P 500 returns for the last two years with that of McDonald's and found a value of 0.8, which 

adjusted with Blume's formula becomes 0.87. 

 

DCF 

  1 2 3 4 5 6   
USD th 2022 2023 2024 2025 2026 2027 TV 
FCFO 3.312,30 9.332,70 5.226,44 6.338,11 7.861,97 8.168,62 246.068,28 
          
WACC 0,05        
l-t growth 0,02        
          
USDth         
Present Value 4.954,54 5.695,79 6.697,66 6.596,86 6.441,87    
Terminal Value 246.068,28        
Enterprise Va-
lue 218.769,53        
Net Debt 30.913,50        
EqV 192.711,73        
NOSH 740.000.000,00        
Target Price 260,42             

 



17 | P a g .  
 

Multiples Analysis 

The multiples analysis was made utilizing data gathered on the 11th of November 2022, when the market 

price of McDonald’s stock was equal to $274,71.  

Company EV/Sales 
EV/Sales 
Forward 

EV/EBITDA 
EV/EBIT
DA For-

ward 
EV/EBIT 

EV/EBIT 
Forward 

P/E 
P/E 
For-

ward 

Domino's Pizza Inc  4,2x 3,9x 21,5x 20,2x 24,8x 22,5x 30,4x 26,5x 

Wendy's Co/The 4,0x 3,8x 14,4x 13,7x 23,5x 20,8x 24,7x 21,9x 

Starbuck's Corpora-
tion 4,1x 3,4x 17,3x 15,6x 28,5x 20,6x 32,5x 24,7x 

Yum Brands Inc 7,0x 6,6x 20,8x 18,4x 22,3x 19,9x 30,3x 24,5x 

Chipotle Mexican 
Grill Inc 5,3x 4,5x 33,9x 21,2x 43,2x 27,8x 49,6x 34,5x 

25th-percentile 4,1x 3,6x 15,8x 14,7x 22,9x 20,3x 27,5x 23,2x 

75th-percentile 6,1x 5,6x 27,7x 20,7x 35,8x 25,2x 41,1x 30,5x 

           

Mc Donald's 12,2x 13,1x 26,0x 26,2x 69,3x 36,8x 242,3x 57,4x 

 

Football Field Evaluation 
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