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FEELING THE BITE OF INFLATION:
AS AMERICANS WORRY ABOUT

INFLATION RATES, QUICK SERVICE
RESTAURANTS CONTINUE TO THRIVE

Today, 70% of Americans view inflation as the nation’s biggest problem, and it is easy to see
why." The annual inflation rate exceeded many expectations and rose to 9.1% in June, the
highest annual increase in more than 40 years.?
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POSSIBLE CAUSES OF INFLATION

At its core, inflation is about supply and demand. Many sources may affect current supply and
demand levels, such as:
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Q\}\L Worker shortages across industries
u[]l]” Increased post-pandemic demand
A .
— P Supply chain issues
[%E Fiscal and monetary policy
\lf o
:‘.>/|\ War in Ukraine

INFLATION AFFECTS NEARLY EVERY INDUSTRY

Prices have risen across the board. Electricity has increased 13.7%.2 Energy is up 41.6%.2 In June,
the highest national average gas price in history was recorded at $5.016 per gallon.® Quick service
restaurants (QSRs) have taken advantage of this trend with annual menu prices increasing 7.7% as
of June, the biggest 12 month increase since 1981.* Still, this increase was well below the 12.2%

increase in grocery store prices.*

Though QSRs
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QUICK SERVICE RESTAURANTS:
HAVE A RESILIENT HISTORY

The last time that gas prices increased in a manner comparable to today was from 2005 through Restaurant spend
2007, just before the Great Recession. In 2008, the first full year of the Great Recession, restaurant increased 3%
spend actually increased 3%, despite Americans feeling the pinch at the pump.® during 2008, the

first full year of the

National Average Gas Prices (Regular) Since 1991 Great Recession.
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Historically, QSR spend has been a “fairly defensive category of consumer spending”, and, while

gas prices and an increase in wage costs have contributed to the higher menu prices, fast food Currently, one
continues to be an affordable option for many Americans.® Individuals always need to eat and,
currently, one out of every three Americans consumes fast food daily. ¢ Historically, busy individuals .
have not been shown to significantly alter their eating habits, no matter how strained their finances three Americans
may become.
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QUICK SERVICE RESTAURANTS:
CONTINUE TO PUSH FORWARD

QSRs have many potential advantages that may allow them to thrive in an inflationary market. With concerns
about the impact
of inflation, QSRs

may be a viable
alternative worth
—_— considering.

Some of these advantages include:

Function with a smaller Quickly Combat
workforce due to streamline inflation
drive-thru services and menu items and through pricing
technology. portion sizes. strategies.

This may be why, last year, McDonald's was able to report its highest revenue since 2016 and
why Chipotle beat expectations for earnings in the last quarter of 2021.7%

Tasty Brands, LP (“Tasty”), a Triton Pacific Capital Partners company, has experienced similar results through
the utilization of price increases to offset the inflationary impact, which has contributed to strong year-to-
date growth in some of its QSR businesses. Despite challenging market conditions, Tasty has expanded into

new territories, while working to grow its restaurant revenue. Together, this has allowed Tasty to continue to
strive toward its shareholders’ goals and expectations. As individuals continue to be concerned about the
ATRITON PACIFIC COMPANY impact of inflation, QSRs may be a viable alternative worth considering.
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