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Overview

Robert W. Baird & Co. is pleased to present our semiannual Foodservice Industry Survey.

The survey is intended to provide multiple perspectives on Foodservice Industry equipment
and capital investment trends, with two main components: the operators’ viewpoint (primarily
restaurant operators), and suppliers’ viewpoint (equipment manufacturers, distributors and
service providers).

Thank you to the 39 manufacturers, distributors, equipment servicers and consultants, as well
as to the 35 restaurant operators who participated in this survey.

The survey encompasses the viewpoints of restaurant operators generating aggregate
annualized revenues of nearly S6 billion and suppliers with combined annual revenues of
~$900 million.

If you have any questions or comments, please email Senior Analyst Mircea (Mig) Dobre
(mdobre@rwbaird.com), Senior Analyst Timothy Wojs (twojs@rwbaird.com), Research Analysts
Joe Grabowski (jgrabowski@rwbaird.com), Joshua Chan (jchan@rwbaird.com) or Brian Brophy
(bbrophy@rwbaird.com).

This survey is meant to give investors and participants a general indication of current market
trends. Individual responses have been edited to protect participants’ anonymity.
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Executive Summary

Restaurant operators expect to increase their capital expenditures (capex) by
approximately 6% in 2015 (compared with 2014), representing a modest acceleration
from the 2014 growth rate. Restaurant capex expectations are in line with growth
expectations of suppliers (equipment manufacturers, distributors, servicers, and kitchen
designers).

Nearly 60% of restaurant operators view capital expenditures as an important priority if
2015 sales are greater than expected, lending credibility to the view that food
equipment demand could benefit from stronger restaurant traffic.

Suppliers expect 5.7% revenue growth in the 1H15 (highest reading in three-year
history of the survey) supported by mid-single-digit growth expectations in all categories
of restaurants and institutional foodservice (government is the sole exception).

Suppliers cited strong quoting activity during the 2H14, with 56% of respondents
reporting accelerated biddings throughout the final six months of the year (only 18%
reported decelerating quoting activity).



Survey Participants — Restaurant Operators

. Our survey included responses from executives (CEOs, CFOs, etc.) of 35 restaurant chains that
generate aggregate annualized revenues of nearly $6 billion.

. Respondents include U.S. private chains and franchisees of publicly traded restaurants.

. This data is only a sample of the U.S. industry and may not be representative of overall trends. None of
the responses apply to international markets.

Respondent Mix by Category Respondent Revenue Mix ($ bil.)

M Fast-Casual
O Casual Dining
E Quick Service

O Other

Source: Robert W. Baird & Company analysis



Restaurant Capital Expenditures (Food Equipment)
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Food Equipment Capex, 2015 vs. 2014

Fast-Casual Casual Dining Quick Service Other

- During 2015, restaurant operators expect capital expenditures to increase by approximately 6% yr/yr. We
believe this represents a slight acceleration in growth versus 2014.

« All major categories expect growth, but contrary to recent years where fast casual operators led growth,
casual dining operators expect the strongest growth in 2015. This should be an encouraging sign as growth in
capital investments becomes more broad-based across operator categories.

« Slightly over 30% of operators surveyed expect capital expenditures to increase double digits in 2015, with a
balanced representation across all segments.

« Less than 10% of surveyed restaurant operators expect to cut capital expenditures in 2015.

Source: Robert W. Baird & Company analysis



Restaurant Capital Expenditures (Food Equipment)

Capital Expenditures as Priority if 2015 Factors Driving Brand Selection
Sales Better Than Expected (5=Most Important)

6% 50
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History Using Performance / CostSavings Service Dealer i Manufacturer
Brand Up-Time Relationship Marketing

« While few (6%) operators view capital expenditures as + Key factors in choosing brand of food equipment

a top priority, nearly 60% of operators view it as an include: 1) performance, 2) history with brand, 3) cost

important priority if 2015 sales are better than savings, and 4) price.

expected. - At the margin, relative to overall averages, fast casual
« We believe this lends credibility to the view that better operators value performance more while casual dining

restaurant traffic could result in stronger growth in operators value dealer relationship and manufacturer

food equipment demand. marketing to a greater extent.

Source: Robert W. Baird & Company analysis 7



Supplier Quoting Activity

« We note the following comments from
a service/installation company: "We
experienced a major uptick in
activity just after the November
election, with December the best
month we’ve had in 25 years.

W Accelerated throughout the second

half of 2014 Most of the demand was from
ORelatively flat compared to last equipment installations (as

= opposed to repairs), a sign of
mSlowed throughout the second half - - -

0f 2014 increased confidence in the

economic outlook.”

« Similar comments were noted from a
distributor of commercial foodservice
equipment: "We have been
extremely busy thus far in 2015
following a flattish 2014. Activity
picked up starting in November,
with pent-up demand for new
kitchen construction as well as
major kitchen remodels from both
public and private customers.”

« Overall quoting activity appears solid with 56% of respondents reporting activity accelerating throughout the
final six months of the year. We speculate that foodservice equipment customer confidence and visibility
increased following the 2014 midterm elections along with improved consumer demand for restaurant
spending driven by a material decrease in the price of gasoline.

Source: Robert W. Baird & Company analysis



Supplier Price and Revenue Growth Expectations

Revenue Growth (yr/yr)
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Source: Robert W. Baird & Company analysis

1H15
(expected)
6%
5%
5%
7%
6%
7%
3%
6%
5%
5.7%

1H15
(expected)
2%
2%
2%
3%
2%
4%
1%
3%
0%
2.2%

DD D D

ICRICT T2

Overall the supplier group responded that revenue
increased 3.9% during the 2H14, with broad-based
growth across restaurant and institutional
categories.

Revenue growth is expected to reach 5.7% during
the 1H15 (strongest reading in the three-year
history of the survey), supported by solid restaurant
capex and an increase in institutional demand as
well as food retail growth.

Pricing is expected to increase 2.2% year/year in the
1H15, an improvement compared to what was
realized in the prior six months.

We note the following comments from an
independent foodservice facility design firm adding
color on the recent pace of improvement: "2014
was a steady and solid year for proposals and
projects, with activity picking up even more
toward the end of the year and into 2015. We
have seen an uptick in requests for proposals
from hotels, corporations, K-12 schools, higher
education institutions and upscale restaurants.
Clients recognize the need to update their
foodservice and dining facilities and have
confidence that the current environment is
conducive for these types of capital projects.”



Revenue Growth Trend

Revenue Growth (yr/yr)

6%

= Respondents reported a 3.9% year/year
/ revenue increase in the 2H14, up from

% 2.6% in the prior semiannual survey
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Source: Robert W. Baird & Company analysis



Select Respondent Quotes

Manufacturers:

"Continued growth in design, quote and order activity.”

“"Moderately increasing activity in remodel and new construction activity.”

"Restaurant operators are seeking more food equipment for front-of-house meal preparation.”
"Long sales cycles but definite consideration activity.”

"Transportation costs have declined significantly giving a much-needed boost to the bottom line.”

Service and Installation Providers:
"Upscale retail foodservice market is booming.”

"More estimates requested before service is done. Replacement of older equipment is increasing.”

Kitchen Design:
"Public sector money is loosening up. Opportunities to work with peers in cooperative efforts have substantially increased.”

“"Very upbeat and brisk.”

Equipment Distributors:

"Continued increase in business activity fueled by business expansion and government spending.”
"Business is very good across all segments.”

"Consolidation of some c-store chains this year restricted their buying/build/remodel activity from projected levels "

Other:

Online ordering website: "Emerging sales channels are pre-order/ pre-pay for faster service, modified take-out menus, and gourmet delivery ready-to-eat or
ready-to-reheat.”

Provider of POS systems: “"There seems to be confusion with many customers on what direction integrated and mobile payments will take. While many operators
want to get in front and offer the services their merchants demand, there doesn't seem to be enough answers on how to best implement.”

Source: Robert W. Baird & Company analysis 11



Appendix — Important Disclosures and Analyst Certification

Robert W. Baird & Co. Incorporated and/or its affiliates expect to receive or intend to seek investment-banking related
compensation from the company or companies mentioned in this report within the next three months.

Robert W. Baird & Co. Incorporated may not be licensed to execute transactions in all foreign listed securities
directly. Transactions in foreign listed securities may be prohibited for residents of the United States. Please contact a
Baird representative for more information.

Investment Ratings: Outperform (0) - Expected to outperform on a total return, risk-adjusted basis the broader U.S.
equity market over the next 12 months. Neutral (N) - Expected to perform in line with the broader U.S. equity market
over the next 12 months. Underperform (U) - Expected to underperform on a total return, risk-adjusted basis the broader
U.S. equity market over the next 12 months.

Risk Ratings: L - Lower Risk - Higher-quality companies for investors seeking capital appreciation or income with an
emphasis on safety. Company characteristics may include: stable earnings, conservative balance sheets, and an established
history of revenue and earnings. A - Average Risk - Growth situations for investors seeking capital appreciation with an
emphasis on safety. Company characteristics may include: moderate volatility, modest balance-sheet leverage, and stable
patterns of revenue and earnings. H - Higher Risk - Higher-growth situations appropriate for investors seeking capital
appreciation with the acceptance of risk. Company characteristics may include: higher balance-sheet leverage, dynamic
business environments, and higher levels of earnings and price volatility. S - Speculative Risk - High-growth situations
appropriate only for investors willing to accept a high degree of volatility and risk. Company characteristics may include:
unpredictable earnings, small capitalization, aggressive growth strategies, rapidly changing market dynamics, high leverage,
extreme price volatility and unknown competitive challenges.

Valuation, Ratings and Risks. The recommendation and price target contained within this report are based on a time
horizon of 12 months but there is no guarantee the objective will be achieved within the specified time horizon. Price
targets are determined by a subjective review of fundamental and/or quantitative factors of the issuer, its industry, and the
security type. A variety of methods may be used to determine the value of a security including, but not limited to,
discounted cash flow, earnings multiples, peer group comparisons, and sum of the parts. Overall market risk, interest rate
risk, and general economic risks impact all securities. Specific information regarding the price target and recommendation is
provided in the text of our most recent research report.

12



Distribution of Investment Ratings. As of December 31, 2014, Baird U.S. Equity Research covered 723 companies,
with 51% rated Outperform/Buy, 48% rated Neutral/Hold and 1% rated Underperform/Sell. Within these rating
categories, 16% of Outperform/Buy-rated and 9% of Neutral/Hold-rated companies have compensated Baird for
investment banking services in the past 12 months and/or Baird managed or co-managed a public offering of securities
for these companies in the past 12 months.

Analyst Compensation. Analyst compensation is based on: 1) the correlation between the analyst's recommendations
and stock price performance; 2) ratings and direct feedback from our investing clients, our institutional and retail sales
force (as applicable) and from independent rating services; 3) the analyst's productivity, including the quality of the
analyst's research and the analyst's contribution to the growth and development of our overall research effort and 4)
compliance with all of Robert W. Baird’s internal policies and procedures. This compensation criteria and actual
compensation is reviewed and approved on an annual basis by Baird's Research Oversight Committee.

Analyst compensation is derived from all revenue sources of the firm, including revenues from investment banking. Baird
does not compensate research analysts based on specific investment banking transactions.

A complete listing of all companies covered by Baird U.S. Equity Research and applicable research disclosures can be
accessed at . You can also call 1-
800-792-2473 or write: Robert W. Baird & Co., Equity Research, 777 E. Wisconsin Avenue, Milwaukee, WI 53202.

Analyst Certification

The senior research analyst(s) certifies that the views expressed in this research report and/or financial model accurately
reflect such senior analyst's personal views about the subject securities or issuers and that no part of his or her
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in the
research report.

Disclaimers
Baird prohibits analysts from owning stock in companies they cover.

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed
here reflect our judgment at this date and are subject to change. The information has been obtained from sources we
consider to be reliable, but we cannot guarantee the accuracy.

ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST The Dow
Jones Industrial Average, S&P 500, S&P 400 and Russell 2000 are unmanaged common stock indices used to measure
and report performance of various sectors of the stock market; direct investment in indices is not available.
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Baird is exempt from the requirement to hold an Australian financial services license. Baird is regulated by the United States
Securities and Exchange Commission, FINRA, and various other self-regulatory organizations and those laws and regulations
may differ from Australian laws. This report has been prepared in accordance with the laws and regulations governing United
States broker-dealers and not Australian laws.

Copyright 2015 Robert W. Baird & Co. Incorporated
Other Disclosures

The information and rating included in this report represent the Analyst’s long-term (12 month) view as described above. The
research analyst(s) named in this report may at times, discuss, at the request of our clients, including Robert W. Baird & Co.
salespersons and traders, or may have discussed in this report, certain trading strategies based on catalysts or events that may
have a near-term impact on the market price of the equity securities discussed in this report. These trading strategies may
differ from the analysts’ published price target or rating for such securities. Any such trading strategies are distinct from and do
not affect the analysts’ fundamental long-term (12 month) rating for such securities, as described above. In addition, Robert W.
Baird & Co. Incorporated and/or its affiliates (Baird) may provide to certain clients additional or research supplemental products
or services, such as outlooks, commentaries and other detailed analyses, which focus on covered stocks, companies, industries
or sectors. Not all clients who receive our standard company-specific research reports are eligible to receive these additional or
supplemental products or services. Baird determines in its sole discretion the clients who will receive additional or supplemental
products or services, in light of various factors including the size and scope of the client relationships. These additional or
supplemental products or services may feature different analytical or research techniques and information than are contained in
Baird’s standard research reports. Any ratings and recommendations contained in such additional or research supplemental
products are consistent with the Analyst’s long-term ratings and recommendations contained in more broadly disseminated
standard research reports.

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which
Robert W. Baird Limited holds an ISD passport.

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial
Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may not
be distributed to private clients. Issued in the United Kingdom by Robert W. Baird Limited, which has an office at Finsbury
Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial Conduct
Authority. For the purposes of the Financial Conduct Authority requirements, this investment research report is classified as
objective.

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license. RWBL is
regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws. This
document has been prepared in accordance with FCA requirements and not Australian laws.

Dividend Yield. As used in this report, the term “dividend yield” refers, on a percentage basis, to the historical distributions
made by the issuer relative to its current market price. Such distributions are not guaranteed, may be modified at the issuer’s
discretion, may exceed operating cash flow, subsidized by borrowed funds or include a return of investment principal. 14



