
 Panera Bread Company is a national bakery-cafe with 1,504 locations across the US and 

Canada. This case study provides information regarding the past performance, current analysis, 

stock valuation, market evaluation, and industry comparison. In this analysis and case study, we 

hope you, the reader, will gain usable insight on Panera Bread and its value. We will give a 

recommendation to our readers according to our given information.  

 Panera Bread is a chain of bakery-cafe quick service restaurants in the United States and 

Canada that sells breads, sandwiches, soups, salads, and other bakery items. Its headquarters are 

in Sunset Hills, Missouri, a suburb of St. Louis. Panera bread was once originally known as the 

St. Louis Bread Company. In 1993, Au Bon Pain Co. purchased the Saint Louis Bread Company, 

which was founded by Ken Rosenthal. At the same time, the St. Louis Bread Company was 

renovating its 20 bakery-cafés in the St. Louis area. In May 1999, to expand Panera Bread into a 

national restaurant, Au Bon Pain Co. sold its other chains, including Au Bon Pain, which is now 

owned by Compass Group North America. Au Bon Pain Co. then renamed itself Panera Bread. 

The company operates and franchises 1,504 Panera Bread bakery-cafés in 40 states and 17 

facilities that deliver fresh dough to the bakery-cafés every day. In its headquarters city of St. 

Louis, Panera Bread still operates under the name St. Louis Bread Company. The St. Louis 

Metropolitan area has over 100 locations. In 2005, Panera ranked 37th on Business Week’s list 

of "Hot Growth Companies", earning $38.6 million with a 42.9% increase in profits. In 2007, 

Panera Bread purchased a majority stake in Paradise Bakery and Cafe, a Phoenix-based concept 

with over 70 locations in 10 states (predominantly in the west and southwest). The Company 

purchased the balance of Paradise in June 2009. Panera Bread expanded into Canada, beginning 

in 2008 with Richmond Hill, Thornhill and Mississauga, all three in the Toronto area. Panera 

Bread is a publicly traded company and is seen as PNRA in the NASDAQ index.  



 Panera’s strategy during the recession has been “to stay consistent and not to react to the 

recession”; keeping costs constant and offering new salads and sandwiches. As a result, Panera’s 

“fast casual” niche (between casual dining and fast food) contributes to its relative success; this 

positioning allowed it to avoid discounting wars and maintain its margins by attracting customers 

with a higher quality product perceived to be a good value for the money. 

 The company generates revenue through sales from company-operated stores, fees and 

royalties from franchisees, and sales from fresh dough facilities. At the end of 2009, the 

company itself fully owned 585 restaurants, which generated $1,152 million in revenues (85.2% 

of total revenues). Furthermore, franchisee groups owned 795 additional, franchised restaurants. 

The franchises themselves grossed $1376.4M in sales. Although its franchises only generate a 

small percentage of the Panera Bread’s total revenue, they are important to the company’s brand 

name recognition. In addition to restaurants, the company operates 23 fresh dough facilities that 

supply dough to both company-operated restaurants and franchises. The 23 facilities generated 

$121 million in sales to franchises in 2009 (9.0% of total revenues). 

 An important aspect of Panera Bread’s business is its product niche—artisan fast food, also 

termed “fast casual”. This niche protects the company from direct competition in the fast food 

industry as well as the casual dine-in industry. It targets consumers who seek meals of higher 

quality than those offered by traditional fast food chains, yet do not have the time to dine in or 

have a sit-down meal in a restaurant. Although there are many restaurants that also offer this 

mixture, these restaurants tend to be local, and therefore do not benefit from a national brand 

name and a large advertising budget, which become increasingly important during times of 

recession. On the average, each individual Panera Bread bakery-cafe expends $1M on 

furnishings and decorations, arranging tables and chairs to be conducive to group meetings (as 



opposed to most fast food restaurants, which are oriented around quick, in and out dining). Yet, 

as at other fast food restaurants, customers pay before they receive their food, giving them the 

freedom to finish their meal and leave without having to ask for the bill and pay gratuity. 

Panera’s product niche does give it flexibility in raising menu prices because consumers perceive 

its products as having high quality, especially in comparison to traditional fast food restaurants. 

The company markets its brand name to associate it with the concept of fast casual dining - an 

alternative to traditional fast food. The company invests 2.6% of its total revenues in marketing 

campaigns. Each individual restaurant is required to give 0.7% of its sales to the national 

advertising fund, and spend 2% of its sales on local advertising. The company’s marketing 

strategies focus on product merchandising (such as the promotion of new menu items), instead of 

product prices. It also frequently sponsors charitable events as a marketing tool. Most Panera 

Bread restaurants donate their leftover breads and other foods to local charities at the end of each 

day.  

 Both traditional fast food and dine in restaurants are beginning to respond to the success of 

fast casual. Fast food chains such as McDonald's and Burger King are beginning to offer 

premium salads and sandwiches, and have created campaigns that emphasize the nutritional 

value of their food. Meanwhile, dine in restaurants have instituted carryout programs, fast-lunch 

guarantees, and lower prices, all measures to counter the concept of fast casual. If these trends 

continue, Panera Bread can no longer enjoy the safety of the product niche that it has occupied, 

and will face greater competition in terms of pricing and food quality. 

 Panera Bread's product niche gives it the tools to cope more effectively with the challenges 

facing the fast food industry as well as the challenges facing the dine-in industry. Fast food 

restaurants chains are often criticized for offering unhealthy food, but the higher nutritional value 



found in Panera Bread’s products makes it less prone to nutrition campaigns that have hurt  

chains such as McDonalds. Indeed, the health care bill enacted in 2010 includes provisions that 

will require chain restaurants to publish the caloric content of their menu items, and Panera has 

gotten ahead of the crowd by becoming the first major restaurant chain to voluntarily publish its 

food items’ calorie counts; Panera’s lower-calorie fare may help it grab market share from fast 

food chains among health-conscious consumers. Meanwhile, dine in restaurants are very 

susceptible to drops in consumer spending. Therefore, Panera’s cheaper items make it an 

attractive alternative to traditional eateries. However, this does not mean that Panera is immune  

to these challenges. The company must achieve a balance between quality food and competitive 

pricing. 

 Panera Bread has proven to be forward moving in its balance sheet over the past three 

years. It’s efficiency in assets and income are shown in the following ratios. The table below 

shows fiscal 2010 data for the largest publicly traded food service competitors by revenues.  

 

  

Company Revenue Net 

Income 

Net 

Margin 

Total 

Locations 

Franchised

% 
McDonald's (MCD) $22,745 $4,551 20.0% 32,478 81% 

Yum! Brands (YUM) $10,836 $1,083 10.0% 37,000  

Starbuck’s (SBUX) $9,775 $391 4.0% 16,635 47% 

Wendy's Int. (WEN) $3,581 $4 0.1% 6,451 80% 

Burger King (BKC) $2,537 $200 7.9% 11,925 88% 

Jack in the Box (JACK) $2,471 $131 5.3% 2,212 46% 

Panera Bread Co. (PNRA) $1,353 $87 6.4% 1,380 58% 



 Inventory Turnover in 2010 was 88.81 and its trailing 12 months has increased to 98.51. 

With a high turnover, it can mean two things for a company. Panera Bread is either ineffective in 

it’s inventory purchasing or PNRA has high sales recording. We believe Panera Bread is having 

a high sales year, since it has been increasing in revenue, operating income and net income over 

the past three years since its record low in 2007. Management and marketing revamped their 

menu and outreach approach and have been successful in its’ returns since.  

 Panera Bread has also been very efficient in it’s management and financing of assets. 

PNRA had an Asset Turnover ratio of 1.75 in 2010 and it grew to 1.95 in the trailing twelve 

months. A low asset turnover ratio indicates a higher profit margin.  

 Account Receivables Turnover ratio in 2010 was 46.16 and the trailing twelve months 

went for to 43.92. This means accounts are being turned over faster from receivable credit to 

cash. Which leads to the cash conversion cycle of 9.89 in 2010 and moved to 9.47 in the trailing 

twelve months. This ratio is another indicator of quicker conversion of credited accounts to cash 

collected or paid. This creates a more transparent and precise bottom line prediction and estimate 

of the company. 

SWOT Analysis: Strength 

With Serving nearly six customers Panera bread has been successful in the competitive 

by focusing their goal to be first choice for those customers who crave soup, salad or a sandwich 

as well supplying fresh baked bread every morning.  Panera bread point of differentiation is 

bread and the ability to enhance the customer experience by creating an environment that is 

relaxing and soothing similar to Starbucks.  “Bread is our passion, soul and expertise”. Panera 

bread focus on handmade artisan bread, innovated recopies, antibiotic chicken as well as other 

nutritious menu items creates insulation from competitors it’s eating away at their profits. As 



Michael Porter states in Competitive Strategy that “the firm achieving focus may also potentially 

earn above average return its industry…Focus may also be used to select targets least vulnerable 

to substitutes or where the competitors are the weakest”.  Panera bread has strategically supplied 

these concepts by ensuring fresh bread is available for the customer every morning by having 

bakers work through the night shaping and glazing dough by hand. In addition Panera bread 

sufficient supply chain allows it to supply its 26 dough facilities with an optimal maximum 

distribution range approximately 300 miles. The ability to get to transport materials quickly to 

the dough factories will adds to the strength of Panera by meeting demand if inventory runs 

fairly low. “We believe our Success is rooted to create long-term dining concept differentiation”.  

Successful companies such as Panera Bread understand that you must not only offer the best 

quality you must  generate a long lasting experience that keeps the customer devoted to your 

services and products. By building deeper relationships through MyPanera Customer loyalty, 

ensuring consistent quality by having fresh baked bread for the customer every morning and by 

instituting a joint venture program that rewards managers on the amount the of cash flow they 

generate will drive Panera bread growth and cash flow in the future. Panera Bread point of 

distinction is its commitment to providing fresh quality food. Panera Bread carefully chooses it 

highest quality supplies and ingredients because this allows them to connect with the customer 

on a deeper level. The threat substitute is low because it takes it a talented and committed 

management team to market and sell higher priced food successfully in a competitive market. 

Panera Bread has managed to grow it EBIT for the past 5 consecutive years.   

Weakness: The restaurant industry is intensely competitive due to the low startup cost 

and ease of entry. There are vast numbers of restaurants operating in the U.S where the majority 

Panera Bread business segments are located. When numerous firms are in one industry profits 



tend to decrease because every firm is trying to sell their additional units and to entice them the 

many competitors you must cut your price. Panera bread has prevented this by finding a niche 

that enjoys high quality food and are willing to pay higher prices for it. In the future Panera may 

be at risk if customers find a similar cheaper and cheaper substitute that satisfies the same need. 

McDonalds, Jack-box , and Yum operates in the fast food restaurant and customers switching 

over would be less likely to happen due to Panera bread mission to provide the highest quality 

food. However, Chipotle, Starbucks, and smaller dining places offer products that can for fulfill 

the same function with an aesthetically appealing environment. If these companies are able to 

anticipate the future taste in particular to dining meals it could lower Panera Bread annual 

growth eps which is expected to be 17.35% in year 2012 from 28.35% in year 201l and decrease 

its long-term growth rate at 19 %. Likewise, the continue economic difficulties such as shrinking 

discretionary spending, unemployment remaining persistently high at 9% may cause consumers 

to trade down to lower priced food items or decide to have a nutritious  meal at the house.  

Threat:  A rise in supplier cost due to inflation and the U.S unemployment’s rate steadily 

around 9% is a risk to Panera Bread business and financial results. William W. Morton, the chief 

executive officer of chain Panera Bread said recently lifted menu prices 2.5 percent and plans 

another 3.5 increase this quarter.  Panera bread uniqueness and differentiation gives them the 

pricing power to increase their menu prices as the cost of the supply increase. However 

increasing cost can slow down as consumers become resistance to paying the added cost. The 

0.01% (79.7% in 2009 to 79.6%) decline in sales from co store operations was most likely due 

consumers switching to lower cost substitutes. Although the U.S unemployment rate fell to 8.6% 

the U.S consumer has is timid to opening up their wallet. Economic uncertainty is still arousing 



the minds of many U.S workers and because of slow rates of growth in consumer spending and 

business looking for ways to be more efficient and save on cost. 

Opportunities: The ability to expand gives Panera Bread a Competitive advantage over 

many firms in the retail industry without incurring long term debt. With no long term debt the 

Panera bread has no obligation to pay fixed cost and interest payments. The firms has used its 

funds it generated from operating cash flow to fund its growth and expansion. In the Month of 

November, Panera bread opened its fifth Tulsa store and on November 13 Panera bread opened 

its first restaurant chain in Tyler Texas. Panera Bread expected growth rate in fiscal year 2012 

and 2013 is 17.8 and 17.2 respectively.        

       

Current Valuation  

 

The P/E ratio tells how’s much investors are willing to pay for every one dollar of 

earnings the company generates. Stephen H Penman, Professor from Columbia University and 

author Financial Statement Analysis and security valuation states “The P/E ratio compares the 

value of the expected future earnings (in the numerator) to current earnings (in the denominator). 

P/E ratios are high when investors and the market forecast future earnings to be higher than 



current earnings and lower when investors and the market forecast future earnings to be lower 

than current earnings. P/E ratio is one measure of growth. Panera Bread is higher than the 

industry average by 11.4 points and higher than the S&P 500 by 18.5 points. Investors are 

willing to pay $32 for every $1 dollar of expected earnings. So investors are more confident and 

bullish on the stock than the industry and the S&P 500.  Through strong differentiation, the 

ability to provide high quality food and their ability to enhance the customer experience through 

my Panera Bread loyalty program and providing incentives for managers to deliver excellence is 

a future promised for growth.  Panera Bread earnings per share long term growth rate are 19.3%. 

By their ability to create differentiation through their fresh handmade artisan bread, antibiotic 

chicken and unique recipes, is the reason why investors expect their future earnings to be higher 

than the industry and the S&P 500. Price to sales is a measure of valuation. It indicates how 

much investor paid for a share compared to the sales a company generated per share. It is 

computed by taking the market price of Share/sales per share. Investors are willing to 2.40 for 

every dollar Panera bread generates in sale. The Price to sales would is not a useful measure 

because a company can generate 1 billion in sales but incur high cost. The P/S ratio does not take 

into an account any expenses or debt that Panera Bread has incur. The price to cash flow is the 

stock price per share/operating cash flow per share. It is a measure used to compare a company's 

market value to its cash flow. Panera bread price to cash flow ratio states its stock (144.28) was 

trading at 18.l4 times the company’s operating cash flow per share of $8.01. Some financial 

professional view this measure more useful than P/E ratio because operating cash flow is the 

cash the company generated from operations or its core business. Earnings included non-cash 

items such as depreciation and are subject to more uncertainty due to the accrual accounting 

system. Panera bread has been able to increase its net operating cash flow consecutively for the 



past 5 years. Panera breads ability to maintain focus strategy on bread, soup and salads allows 

them to better serve its target market than Starbucks, Caribou Coffee Co.Inc and McDonald’s 

and Chipotle. 

Financial analysis 

Profitability Analysis  

 

2007 2008 2009 2010 2011 

   10.95 8.37 8.68 10.41 12 Panera Bread  

7.5 10 9.3 13.4 15.7 Chipotle 

  11.2 4.9 5.7 13.3 14.8 Starbucks  

 20.59 17.02 27.39 30.08 31.04 McDonalds 

Operating profit margin or EBIT which is calculated by subtracting the cost of goods and 

operating expenses from the sales and divided this number by the sales. The operating profit 

margin tells us for every one dollar in sales revenue how much went to operating income. The 

operating profit margin represents the pure profit earned on each sale and the operating profit 

margin represents the pure profit earned on each sale and excludes interest and taxes. From 2006 

through 2011 Panera bread had been able to increase its increase its food items due to inflation 
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and the uniqueness of its food items. For everyone dollar in sales generated 12 cents in operating 

towards operating income. In excludes interest and taxes. From 2006 through 2011 Panera bread 

had been able to increase its increase its food items due to inflation and the uniqueness of its 

food items. For everyone dollar in sales generated 12 cents in operating towards operating 

income. Although McDonald’s generates a higher in operating profit margin, generating 21 cents 

from each dollar in sales, McDonald’s operating income grew by 8.59% from 2009 to to2010 

and Panera bread operating income grew by 23.86% from 2009 through 2010. Panera ability to 

create effectively market the concept food with soul creates a lasting impression, drives customer 

loyalty and drives operating income. 

Return on Assets  

 

2006 2007 2008 2009 2010 

 12.01 9.26 9.83 11.39 12.7 Panera Bread  

8.31 10.64 10.11 14.2 17.18 Chipotle  

13.77 5.73 6.95 15.81 18.12 Starbucks 

12.01 8.2 14.91 15.1 15.9 McDonalds  

 

0

5

10

15

20

2006 2007 2008 2009 2010

Years 

Return On Assets 

Panera Bread

Chipolte

Starbucks

Mcdonalds



0

5

10

15

20

25

30

35

40

2006 2007 2008 2009 2010

Years  

Return On equity  

Panera Bread

Chipolote

Starbucks

Mcdonalds

The return on total assets often called the return on total assets (ROA) is a measure the 

overall effectiveness of management in generating profits with its available assets. It is 

calculated by taking the Total income divided by total sales.  From 2006 through 2010 Panera 

bread has been able to generate a return on their assets. With 2011 being its highest return in the 

five years, Panera bread generated 12 cents on each dollar of asset invested in the company. 

Return On equity- 

 

 

 

 

 

 

 

 

 

 

The return on equity is a profitability ratio that measures the returned earned on the 

common stockholders’ investment in the firm. The return on equity I calculated by taking the net 

income divided by sales. In addition, the return on equity can be calculated using   the DuPont 

2006 2007 2008 2009 2010 

 

16.47 13.62 14.33 15.76 18.76 

Panera 

Bread  

10.58 13.62 13.2 19.13 23.64 Chipotle 

29.81 13.21 14.12 28.14 30.91 Starbucks  

23.16 15.58 30.1 33.2 34.51 McDonald’s  



analysis which multiplies profit margin, asset turnover and the equity multiplier. This equation 

indicates that return on equity is influenced by profitability, efficiency and financial leverage.  

For four consecutive years beginning of 2007, Panera bread has increased its return on equity to 

stockholders. From 2009 to 2010 Panera has managed to generate roughly 16 cents and 19 cents 

respectively on each dollar of common equity.  A return on equity greater than 15 is considered 

by most investment analyst is desirable. 

Return On Invested Capital-  

 

2007 2008 2009 2010 2011 

 

10.47 11.56 13.27 15.76 18.76 

Panera 

Bread 

10.57 13.62 13.11 19.02 23.52 McDonalds 

20.77 8.64 10.63 24.19 27.2 Starbucks 

14.41 9.88 17.9 18.88 19.49 Chipotle 

 

The return on Invested Capital is one of the key ratios to assess a firm profitability. The 

return on invested capital is calculated by dividing the Net operating profit after taxes after. The 
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return on invested capital measures the cash flow the management generates relative to the 

amount of debt and equity invested in the company. When the company’s return on investment is 

greater than the weighted average cost of capital the company is generating economic value. A 

company creates value when earns a rate above what the investor s required rate of return which 

is their opportunity cost of their next best investment. 

Panera bread return on invested capital has been increasing due to its ability to fend off 

big name competitors such as Chipotle and McDonald’s by finding a sub segment that enjoys 

food with quality. Their ability to effectively serve its narrow target market more effectively 

allows them to produce a positive economic value added (enter value from Bloomberg) 

 

 

 

 

 

 

2007 2008 2009 2010 Latest Qtr. 

0.8 1.39 1.14 1.49 0.87 McDonalds 

1.19 1.21 2.26 1.56 1.39 Panera Bread 

0.8 1.29 1.55 1.83 1.83 Starbucks 

2.75 2.75 2.91 3.3 3.8 Chipotle  
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The current ratio measures the ability of a firm to meet its short term obligation. It tells 

how many tome can current assets cover liabilities. The current ratio is computed by taking the 

total currents assets divided it by the current liabilities. Chipotle current ratio dominates the 

industry chipotle has little debt due to their ability to generate cash flow internally so there is no 

need to finance with debt. Although Panera Bread current ratio dropped form 1.56 to 1.39. 

Panera Bread net cash flow provided by operations has increased for 5 consecutive years which 

gives them a source of liquidity. 

Quick ratio 

 

 

 

 

 

2008 2009 2010 2011 

Latest 

Qtr 

Panera 

Bread 1 0.9 1.93 1.27 1.08 

McDonalds 0.67 1.18 0.96 1.22 0.71 

Starbucks 0.3 0.59 0.98 1.17 1.17 

Chipotle  2.54 2.5 2.69 3.08 3.51 
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The quick ratio is provides a more stringent requirement of a firm being able to meets its short 

term obligations. Unlike the current ratio, the numerator in the quick ratio only considers the 

quick assets such as cash and accounts receivable. A firm may have a current ratio greater than 

two, which is acceptable for the restaurant industry. However, the current ratio could be 

misleading if firms current assets are comprised of inventory, which is harder to sell to meet your 

current obligations. Panera bread quick ratio in the latest quarter states its quick assets can cover 

its current liabilities 1.08 times which is acceptable in the restaurants industry.  

Cash Ratio 

 

 Fiscal 2011 

 

 

 

 

 

The Cash ratio like the quick ratio is a stringent and conservative liquidity ratio. It measures the 

ability of a business to repay its current liabilities by only using its cash and cash equivalents 

.The cash ratio is calculated by summing the cash and cash equivalents and dividing it by the 

current liabilities. In an industry where there is many competitor’s a cash ratio greater than one 

can provide less uncertainty to lenders and creditors knowing the capital will be returned. 

Chipotle 3.46 

McDonalds 0.47 

Starbucks 0.99 

Panera 

Bread 0.85 



Chipotle with a cash ratio of 3.46 has no short term debt or other current liabilities and generates 

most of its cash for expansion or operational needs internally. 

Concluding our paper and case study of Panera Bread, we would like to make a unofficial 

suggestion of action to take on Panera Bread stock. We hope that you, the reader, have found our 

information insightful and resourceful to learn more about the company of Panera Bread. Our 

goal was to provide information sound enough to get a good view at the financial health of the 

company and knowledge on where Panera Bread could go in the years to come. Our unofficial 

suggestion on Panera Bread is “hold”. With the current stock price at $142, Rob and Terry feel 

the stock is expensive. We feel that Panera Bread has much more room for growth and 

expansion, but it will not boom as it has in the past. If you own Panera Bread shares, hold and 

watch your shares steadily increase in value while you enjoy one of their delicious entrée’s or 

bread bowl soups.  
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