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QUICK TAKE 
 
MCD reported disappointing same-store sales for the month of February this morning, 
due in large part to material weakness in the U.S. and APMEA. 
 

• Global comps -1.7% vs -0.3% estimate 

• U.S. comps -4.0% vs -0.7% estimate 

• Europe comps +0.7% vs +0.2% estimate 

• APMEA comps -4.4% vs -3.1% estimate 
 

 
On March 2, we wrote that it’s too early to call a turn in the fundamentals at McDonald’s.  
This release reinforces that view.  MCD is on our Investment Ideas list as a short, given 
the recent unwarranted run in the stock.  Please revisit our last two notes on the name 
for additional detail. 
 

• MCD: Long Road Ahead 

• MCD: Ripe for a Trade on the Short Side 
 
 

Severe underperformance in the U.S. was the real surprise of the month, considering the 
strong same-store sales competitors are reporting.  For example, just last week, SONC 
reported its 2Q system-wide comps were up +11.5%.  It should come as no surprise then 
that management attributed the domestic decline to “ongoing aggressive competitive 
activity.”  To put the state of the business in perspective, the -4.0% comp in the U.S. is 
the third lowest in over a decade.  The two worse comps came in September and 
November of 2014. 
 
Europe, at +0.7%, came in stronger than expected as positive results in the U.K. and 
Germany were partially offset by weakness continued weakness in Russia.   
 
APMEA reported comps of -4.4%, despite a benefit from a shift in timing of the Chinese 
New Year in China and other markets and favorable results in Russia.  Consumer 
perception issues in Japan continue to be a drag on the region. 
 
All regions, save APMEA, saw sequential declines in their two-year average same-store 
sales numbers, with the largest decline (-120 bps) coming in the U.S. 
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Rhetoric was predictably aggressive, best exemplified by this statement: “The goal going 
forward is to be a true destination of choice around the world and reassert McDonald’s 
as a modern, progressive burger company.”  While we understand the positioning, it will 
be difficult to get excited about the future of the brand (and stock) until it stems same-
store sales declines and unveils a list of strategic initiatives aimed to 1) enhance the 
business and 2) create shareholder value. 
 
As we wrote last week, we don’t see this happening anytime soon, primarily because 
there is no “silver bullet” for fixing McDonald’s.  With the lack of news suggesting radical 
change, we believe the stock is well ahead of itself and should not be trading at a seven-
year peak multiple of 20x P/E.  
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DISCLAIMER 
 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  
Hedgeye Risk Management is not a broker dealer and does not provide investment advice to individuals. This 
research does not constitute an offer to sell, or a solicitation of an offer to buy any security. This research is 
presented without regard to individual investment preferences or risk parameters; it is general information and 
does not constitute specific investment advice.  This presentation is based on information from sources believed 
to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or omissions of information.  
The opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are intended 
solely for the use of Hedgeye Risk Management’s subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk 
Management’s employees, which is based upon sources considered credible and reliable within the 
industry.  Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon 
which it has relied.  
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This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its 
contents are prohibited.
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  For more detail please refer to the appropriate sections of the Hedgeye Services 

Agreement and the Terms of Use at . 
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