
MCDONALD'S
CORPORATION

EQUITY RESEARCH 

Catól ica Porto Investment Club 

12 de abri l  de 2023



Introduction

Company
Description

Shareholders

Managment Team

Key Ratios

Relative Valuation

03

04

05

05

06

07

09 DCF Valuation



This report aims to perform a
valuation of McDonald's Corporation
using two valuation models, Relative
Valuation and Discounted Cash Flow
model.
Firstly, we do a brief presentation of
the company, presenting its
shareholders, management team and
some key ratios of McDonald´s
Corporation comparing to its industry.
Secondly, we present our valuation
using Relative Valuation and then
Discounted Cash Flow Model.
Finally, it is important to mention that
all data used is from the first of March
2023 and this report should not be
used as an investment
recommendation.
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McDonald's Corporation is a
multinational fast-food
restaurant chain that was
founded in 1940 by Richard
and Maurice McDonald in San
Bernardino, California, USA. It
is now headquartered in
Chicago, Illinois, USA. 

The company operates
over 39,000 restaurants
worldwide, serving
approximately 69 million
customers daily in over 100
countries. McDonald's
primarily sells burgers,
chicken products, fries,
breakfast items, soft drinks,
and desserts. The company
also offers a variety of
options for its customers,
including vegetarian and
vegan itens,

COMPANY
DESCRIPTION

salads, and coffee
beverages. In addition
to its restaurant
operations, McDonald's
has expanded into
other areas such as real
estate, franchising, and
marketing. Most of its
restaurants are owned
by independent
franchisees, with the
company collecting rent
and royalties from
them. 
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MANAGEMENT TEAM 
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Source: https://simplywall.st

(1) The amount of shares bought or sold by the shareholder between the last two reporting dates.
(2) What percentage this stock makes up of the shareholders total stock portfolio.

MAIN SHAREHOLDERS

Source: https://simplywall.st



KEY RATIOS
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KEY RATIOS*

*1st March 2023
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VALUATION
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RELATIVE VALUATION
(CONT.)
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March 1st ,  2023



COST OF CAPITAL (WACC)

In order to determine the cost of capital of
McDonald’s, it is necessary to estimate the
value of the expected return that the
company should generate to compensate the
investors for the risk that is being taken by
investing in the company. 

First, it is necessary to obtain the company's
capital structure, which refers to how the
company finances its operation, including the
debt and equity in its capital structure.

The next step is to determine the cost of debt
and equity. To obtain the cost of equity, it’s
used the CAPM formula, and for this, the risk-
free rate is at 10-year US treasury yields.

Ri = Rf + βi * (Rm – Rf)

Lastly, calculate the weighted average cost of
capital (WACC), which represents the
minimum return the company must generate
on its investments to meet its obligations to
the investors, which for McDonald’s is 6,6%.

DCF VALUATION
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The next step in the valuation process is to compute the enterprise value using one of
the DCF models, the Free Cash Flow model.

The free cash model consists of the principle that the company’s worth is equal to the
present value of its future cash flows, discounted by an appropriate rate of return.
This model also takes into consideration the company’s cash inflows and outflows.
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DCF VALUATION (CONT.)

DCF
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DCF VALUATION (CONT.)



CONCLUSION

In conclusion, there is no doubt that
McDonald’s is one of the best
businesses in the fast food industry,
and has seen immense success since
its founding in 1940. McDonald’s
brand is known everywhere and their
costumers can expect similar meals
wherever there are around the globe.
Regarding the company’s financials we
concluded that McDonald’s tends to
perform better than its competitors in
a series of key aspects like cost
efficiency, return on assets, the overall
liquidity and the returns it provides to
the shareholders. By running a relative
valuation we also saw that the
company is slightly overvalued (12% to
14%) when considering the PE ratio
and dividend yield multiples. On the
other hand, the EV/ EBITDA multiple
suggests that the company has a slight
upside.
Finally, considering the DCF model
valuation, according with the
underlying assumptions we took to
value the company, we believe that
there can be a downside by investing
in the company, given that the equity
value we calculated is lower than the
value at what the stock is trading in
the present moment.
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DISCLAIMER

The information provided in this equity research report has been prepared by
Católica Porto Investment Club, and its members have not and will not receive any
direct or indirect compensation for the views expressed in this document, as they
should not be considered an advertisement. 
Furthermore, this research material is provided for informational purposes only,
therefore it does not constitute any offer, recommendation or solicitation to enter
any transaction or adopt any trading or investment strategy, nor does it constitute
any prediction of likely future developments.
Whilst we have taken every reasonable precaution to ensure that this report does not
contain any false or misleading data, we cannot guarantee its accuracy or
completeness, and you should not rely or act on it without verifying its content, as
this material should not be considered, in any way, a substitute of the exercise of
your own judgement.
Most importantly, Católica Porto Investment Club is not an investment advisor, nor its
members are registered or certified by any local authority, so we are not purporting
to provide you with investment advice. Thus we accept no liability and will not be
liable for any losses or damages arising directly or indirectly from the use of this
document, including the ones associated with potential errors, imperfections or
inaccuracies.
Consequently, if you still desire to make a commitment to invest in the
aforementioned securities, we strongly recommend you to seek advice regarding the
suitability of the securities, taking into account your investment objectives, financial
situation or
particular needs, since the opinions stated in the report are subject to change without
further notice, and by any means should be taken as recommendations or
solicitations.
This report is produced and distributed exclusively for academic purposes, so it may
not be copied, photocopied, duplicated, reproduced or published, in whole or in part,
without prior written consent of Católica’s Porto Investment Club president.
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