
Meritage Hospitality Group Inc MHGU QQQQ

Last Close 04 May 2016 Quantitative Fair Value Est 04 May 2016 Market Cap 04 May 2016 Sector Industry Country of Domicile

11.25 10.80 63.6 Mil t Consumer Cyclical Restaurants USA United States

Meritage Hospitality Group Inc is a hospitality company. It is
engaged in the operation of hotels, marinas, restaurants and
mixed-use developments, including a number of restaurants
operated under franchise from brands.

Quantitative Scores Scores

All Rel Sector Rel Country

Quantitative Moat Narrow 76 76 72
Valuation — 32 15 42
Quantitative Uncertainty High 76 74 76
Financial Health Moderate 34 20 34

Source: Morningstar Equity Research

t USA

MHGU

 Undervalued  Fairly Valued Overvalued 

Valuation
Current 5-Yr Avg

Sector
Median

Country
Median

Price/Quant Fair Value 1.04 — 0.93 1.02
Price/Earnings 9.0 — 18.0 20.7
Forward P/E — — 13.9 14.2
Price/Cash Flow 4.1 — 10.3 11.6
Price/Free Cash Flow — — 17.2 17.8
Trailing Dividend Yield % — — 2.40 2.27
Price/Book 3.1 — 1.7 2.2
Price/Sales 0.3 — 0.9 1.8

Profitability
Current 5-Yr Avg

Sector
Median

Country
Median

Return on Equity % 41.9 — 11.8 12.0
Return on Assets % 7.2 — 5.2 4.7
Revenue/Employee (K) — — 475.0 298.3

Quantitative Moat Score
100

0

20

40

60

80

100

2009 2010 2011 2012 2013 2014 2015 2016

Financial Health
Current 5-Yr Avg

Sector
Median

Country
Median

Distance to Default 0.4 — 0.6 0.5
Solvency Score 578.3 — 497.4 579.5
Assets/Equity 5.3 6.2 1.8 1.7
Long-Term Debt/Equity 2.0 2.5 0.2 0.3

Price vs. Quantitative Fair Value
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2012 2013 2014 2015 2016 2017 Quantitative Fair Value Estimate
Total Return
Sales/Share
Forecast Range
Forcasted Price
Dividend
Split

Momentum: Positive
Standard Deviation: 29.30
Liquidity: Low

6.65 52-Wk 11.80

1.25 5-Yr 11.80

49.1 75.3 18.2 116.3 0.0 Total Return %
31.2 59.2 21.4 116.8 -0.4 +/– Market (Morningstar World

Index)
— — — — — Trailing Dividend Yield %
— — Forward

Dividend
Yield %

— —

11.9 9.0 Price/Earn
ings

— —

Morningstar RatingQ

Q
QQ
QQQ
QQQQ
QQQQQ

2011 2012 2013 2014 2015 TTM Financials (Fiscal Year in K)
— — 137,784 160,213 209,996 209,996 Revenue
— — — 16.3 31.1 0.0  % Change

— — 4,635 4,276 10,675 10,675 Operating Income
— — — -7.7 149.6 0.0  % Change
— — 3,054 2,758 7,026 7,026 Net Income

— — 7,842 8,016 15,597 15,597 Operating Cash Flow
— — -6,581 -11,476 -22,777 -22,777 Capital Spending
— — 1,262 -3,460 -7,179 -7,179 Free Cash Flow
— — 0.9 -2.2 -3.4 -3.4  % Sales

— — — 0.49 1.25 1.25 EPS
— — — — 153.7 0.0  % Change
— — — — -1.13 -1.27 Free Cash Flow/Share

— — 0.00 0.00 0.00 0.00 Dividends/Share
— — — — 3.28 3.63 Book Value/Share
— — 5,608 5,632 5,651 5,651 Shares Outstanding (K)

Profitability
— — 28.5 23.2 41.9 41.9 Return on Equity %
— — 4.3 3.5 7.2 7.2 Return on Assets %
— — 2.2 1.7 3.4 3.4 Net Margin %
— — 1.92 2.04 2.15 2.15 Asset Turnover
— — 6.7 6.6 5.3 5.3 Financial Leverage

— — 10.5 9.9 43.7 43.7 Gross Margin %
— — 3.4 2.7 5.1 5.1 Operating Margin %
— — 31,490 32,338 41,225 41,225 Long-Term Debt

— — 10,716 13,032 20,533 20,533 Total Equity
— — 4.3 4.5 4.8 4.8 Fixed Asset Turns

Growth Per Share
1-Year 3-Year 5-Year 10-Year

Revenue % 31.1 15.3 13.2 12.9
Operating Income % 149.6 — 20.1 15.9
Earnings % 153.7 — — 22.1
Dividends % — — — —
Book Value % 56.4 33.9 4.1 8.2
Stock Total Return % 71.4 49.9 34.4 10.5

Quarterly Revenue & EPS
Revenue (Mil) Mar Jun Sep Dec Total
2015 — — 53.3 59.2 210.0
2014 — — 40.7 43.9 160.2
2013 — — — — 137.8
2012 — — — — —
Earnings Per Share ()
2015 — — 0.27 0.41 1.25
2014 — — — 0.10 0.49
2013 — — — — —
2012 — — — — —

Revenue Growth Year On Year %

31.1
34.9

2013 2014 2015
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Quantitative Equity Report Disclosure

The Quantitative Equity Report (“Report”) is derived from data, statistics and
information within Morningstar, Inc.’s database as of the date of the Report and
is subject to change without notice.  The Report is for informational purposes
only, intended for financial professionals and/or sophisticated investors
(“Users”) and should not be the sole piece of information used by such Users or
their clients in making an investment decision. While Morningstar has obtained
data, statistics and information from sources it believes to be reliable,
Morningstar does not perform an audit or seeks independent verification of any
of the data, statistics, and information it receives.

This Report has not been made available to the issuer of the security prior to
publication.

Unless otherwise provided in a separate agreement, Users and User’s clients
accessing this Report may only use it in the country in which the Morningstar
distributor is based. Unless stated otherwise, the original producer and
distributor of the Report is Morningstar Inc., a U.S.A. domiciled financial
institution.  Redistribution, in any capacity, is prohibited without permission.
The data, statistics and information presented herein do not constitute
investment advice; are not to be construed as an offer to buy or sell the security
noted; and are not warranted to be correct, complete or accurate. Unless
otherwise provided in a separate agreement, Morningstar makes no
representation that the Report contents meets all of the presentation and/or
disclosure standards applicable in the User’s jurisdiction or the jurisdiction(s)
the User’s clients are located.

Except as otherwise required by law, Morningstar and its officers, directors and
employees shall not be responsible or liable for any trading decisions, damages
or other losses resulting from, or related to, the information, data, analyses or
opinions within the Report. Morningstar encourages Users and Users’ Clients to
read all relevant issue documents (e.g., prospectus) pertaining to the security
concerned, including without limitation, its investment objectives, risks, charges
and expenses before making an investment decision and when deemed
necessary, to seek the advice of a legal, tax, and/or accounting professional.

Please note that investments in securities are subject to market and other risks.
Foreign currency rates of exchange may adversely affect the value, price or
income of any security or related investment mentioned in these reports. In
addition, investors in securities such as ADRs, whose value are influenced by
the currency of the underlying security, effectively assume currency risk. A
security investment return and an investor’s principal value will fluctuate so
that, when redeemed, an investor’s shares may be worth more or less than their
original cost.  A security’s current investment performance may be lower or
higher than the investment performance noted within the Report. Past
performance is not necessarily a guide to future performance.

Indexes noted within the report are unmanaged, their returns do not include
payment of any sales charges or fees an investor would pay to purchase
securities, and cannot be invested in directly.

Conflicts of Interest:
•    No material interests are held by Morningstar or an equity analyst in the
security that is the subject of the Report.

•    Equity analysts’ compensation is derived from Morningstar, Inc.’s overall
earnings and consists of salary, bonus and in some cases restricted stock.

•    Equity analysts’ compensation is not tied to the investment performance of

a security or securities they cover.

•    Morningstar was not paid by the issuer of the security to produce a Report.

•    Morningstar is not a liquidity provider or marker maker for any security nor
does it offer investment banking services.

•    Equity analysts do not have authority over Morningstar's investment
management group's business arrangements nor are to allow employees from
the investment management group to participate or influence the analysis or
opinion prepared by them.

•    Morningstar and equity analysts use publicly available information.

•    Morningstar may provide issuers of a security or its related entities with
services or products for a fee on an arms-length basis including software
products and licenses, research and consulting services, data services, licenses
to republish our ratings and research in their promotional material, event
sponsorship and website advertising.

•    Equity analysts are to comply with the CFA Institute's Code of Ethics and
Standards of Professional Conduct as well as internal Morningstar, Inc. policies
that are intended to mitigate conflicts of interests and to maintain the integrity
of the research produced by Morningstar’s equity analysts. Users wishing to
obtain further information about these policies should contact their local
Morningstar office.

Quantitative Equity Ratings
Morningstar’s quantitative equity ratings consist of: (i) Morningstar Rating (Q),
Quantitative (ii) Quantitative Fair Value Estimate, (iii) Quantitative Valuation, (iv)
Quantitative Uncertainty, (v) Quantitative Economic Moat, and (vi) Quantitative
Financial Health (collectively the “Quantitative Ratings).

The Quantitative Ratings are forward-looking and are generated by a statistical
model that is based on analyst-driven ratings, including Morningstar’s Fair
Value Estimate, Morningstar® Economic Moat™ Rating, and Uncertainty Rating
as well as financial data points such as earnings yield, average daily volume,
and total return volatility, among others.

The Quantitative Ratings are calculated daily and derived from the analyst-
driven ratings of a company’s peers as determined by statistical algorithms.
Morningstar calculates Quantitative Ratings for companies whether or not it
already provides analyst ratings and qualitative coverage. In some cases, the
Quantitative Ratings may differ from the analyst ratings because a company’s
analyst-driven ratings can significantly differ from other companies in its peer
group.

i.    Morningstar Rating (Q): Intended to represent the ratio of a stock’s
Quantitative Fair Value Estimate to its most recent close price.The rating is
calculated daily based on the discount or premium in the last close
price of the stock compared to the Quantitative Fair Value Estimate. It is
expressed as one through five stars, denoted with a superscript ‘Q’, with 5 stars
representing a stock trading at the most significant discount to the Quantitative
Fair Value Estimate and 1 star representing a stock trading at the biggest
premium to the Quantitative Fair Value Estimate.

ii.    Quantitative Fair Value Estimate: Intended to represent Morningstar’s
estimate of the per share dollar amount that a company’s equity is worth today.
Morningstar calculates the Quantitative Fair Value Estimate using a statistical
model derived from the Fair Value Estimate Morningstar’s equity analysts
assign to companies.

iii.    Quantitative Economic Moat: Intended to describe the strength of a
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firm’s competitive position. It is calculated using an algorithm designed to
predict the Economic Moat rating a Morningstar analyst would assign to the
stock. The rating is expressed as None, Narrow, and Wide.

iv.    Quantitative Valuation: Intended to represent the ratio of a stock’s
Quantitative Fair Value Estimate to its most recent close price and is similar to
the analyst-driven Fair Value Estimate to last market close price ratio. The rating
is expressed as Overvalued, Fairly Valued, and Undervalued.

v.    Quantitative Uncertainty: Intended to represent Morningstar’s level of
uncertainty about the accuracy of the Quantitative Fair Value Estimate.
Generally, the lower the Quantitative Uncertainty, the narrower the potential
range of outcomes for that particular company. The rating is expressed as Low,
Medium, High, Very High, and Extreme.

vi.    Quantitative Financial Health: Intended to reflect the probability that a
firm will face financial distress in the near future. The calculation uses a
predictive model designed to anticipate when a company may default on its
financial obligations. The rating is expressed as Weak, Moderate, and Strong.

The Quantitative Ratings are not statements of fact. Morningstar does not
guarantee the completeness or accuracy of the assumptions or models used in
determining the Quantitative Ratings. In addition, there is the risk that the price
target will not be met due to such things as unforeseen changes in demand for
the company’s products, changes in management, technology, economic
development, interest rate development, operating and/or material costs,
competitive pressure, supervisory law, exchange rate, and tax rate. For
investments in foreign markets there are further risks, generally based on
exchange rate changes or changes in political and social conditions. A change in
the fundamental factors underlying the Quantitative Ratings can mean that the
valuation is subsequently no longer accurate.

Prices noted with the Report are the closing prices on the last stock-market
trading day before the publication date stated, unless another point in time is
explicitly stated.

The Quantitative Ratings noted the Report are provided in good faith, are as of
the date of the Report and are subject to change. While Morningstar has
obtained data, statistics and information from sources it believes to be reliable,
Morningstar does not perform an audit or seeks independent verification of any
of the data, statistics, and information it receives.

The Quantitative Ratings are not a market call, and do not replace the User or
User’s clients from conducting their own due-diligence on the security.  The
Quantitative Ratings (either individually or collectively) are not a suitability
assessment; such assessments take into account may factors including a
person’s investment objective, personal and financial situation, and risk
tolerance all of which are factors the Quantitative Ratings do not consider.

For more information about Morningstar’s quantitative methodology, please
visit corporate.morningstar.com.

Morningstar’s Quantitative methodology was developed and it is maintained by
Lee Davidson, Head of the Quantitative Research.

For Recipients in Australia: This report has been authorized by the Head of
Equity and Credit Research, Asia Pacific, Morningstar Australasia Pty Limited
and is circulated pursuant to RG 79.26(f) as a full restatement of an original
report (by the named Morningstar analyst) which has already been broadly
distributed. The information in the Report has not been prepared for use by
retail investors. To the extent the Report contains general advice it has been
prepared without reference to an investor’s objectives, financial situation or
needs. Investors should consider the advice in light of these matters and, if

applicable, the relevant Product Disclosure Statement before making any
decision to invest.   Refer to our Financial Services Guide (FSG) for more
information at www.morningstar.com.au/fsg.pdf.    The Report is for
informational purposes and should not be the sole piece of information used by
such financial professionals or sophisticated investors in making an investment
decision.

For Recipients in Hong Kong: The Report is distributed by Morningstar
Investment Management Asia Limited, which is regulated by the Hong Kong
Securities and Futures Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia Limited, nor its
representatives, are acting or will be deemed to be acting as an investment
advisor to any recipients of this information unless expressly agreed to by
Morningstar Investment Management Asia Limited. For enquiries regarding this
research, please contact a Morningstar Investment Management Asia Limited
Licensed Representative at http://global.morningstar.com/equitydisclosures.

For Recipients in India: Research on securities [as defined in clause (h) of
Section 2 of the Securities Contracts (Regulation) Act, 1956], and being referred
to for the purpose of this document as “Investment Research”, is issued by
Morningstar Investment Adviser India Private Limited.

Morningstar Investment Adviser India Private Limited is registered with the
Securities and Exchange Board of India under the SEBI (Investment Advisers)
Regulations, 2013, vide Registration number INA000001357, dated March 27,
2014, and in compliance of the aforesaid regulations and Chapter III of the SEBI
(Research Analysts) Regulations, 2014, it carries on the business activities of
investment advice and research. Morningstar Investment Adviser India Private
Limited has not been the subject of any disciplinary action by SEBI or any other
legal/regulatory body. Morningstar Investment Adviser India Private Limited is a
wholly owned subsidiary of Morningstar Associates LLC, which is a part of the
Morningstar Investment Management group of Morningstar, Inc. In India,
Morningstar Investment Adviser India Private Limited has only one associate,
viz., Morningstar India Private Limited, and this company predominantly carries
on the business activities of providing data input, data transmission and other
data related services, financial data analysis, software development etc.

The author/creator of this Investment Research (“Research Analyst”) or his/her
associates or immediate family may have (i) a financial interest in the subject
security or (ii) an actual/beneficial ownership of one per cent or more securities
of the subject security, at the end of the month immediately preceding the date
of publication of this Investment Research. The Research Analyst, his/her
associates and immediate family do not have any other material conflict of
interest at the time of publication of this Investment Research.

The Research Analyst or his/her associates or his/her immediate family
has/have not received any (i) compensation from the relevant issuer of the
security in the past twelve months; (ii) compensation for products or services
from the relevant issuer of the security in the past twelve months; and (iii)
compensation or other material benefits from the relevant issuer of the security
or third party in connection with this Investment Research. Also, the Research
Analyst has not served as an officer, director or employee of the relevant issuer
of the security, nor has it or its associates been engaged in market making
activity for the subject security.

The terms and conditions on which Morningstar Investment Adviser India
Private Limited offers Investment Research to clients, varies from client to
client, and is spelt out in detail in the respective client agreement.
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