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INDUSTRY DESCRIPTION
This U.S. industry comprises establishments primarily engaged in providing food services (except snack and nonalcoholic beverage bars)
where patrons generally order or select items and pay before eating. Food and drink may be consumed on premises, taken out, or delivered to
the customer's location. Some establishments in this industry may provide these food services in combination with selling alcoholic
beverages.

RULES OF THUMB

3–4 x

45%–55%

35–40 x

2.5–3.5 x

SDE includes inventory

annual sales includes inventory

Weekly Sales

EBIT

3–3.5 x

30%–50%

EBITDA

Annual Sales

INDUSTRY MULTIPLES
Acquisition multiples below are calculated medians using US private industry transactions. Data updated annually. Last update: January
2020.
Valuation Multiple (Median Value)
MVIC/Net Sales: 0.34
MVIC/Gross Profit: 0.54
MVIC/SDE: 1.94
MVIC/EBITDA: 2.70
MVIC (Market Value of Invested Capital) = Also known as the selling price, the MVIC is the total consideration paid to the seller and includes
any cash, notes and/or securities that were used as a form of payment plus any interest-bearing liabilities assumed by the buyer.
Net Sales = Annual Gross Sales, net of returns and discounts allowed, if any.
Gross Profit = Net Sales - Cost of Goods Sold
SDE = Operating Profit + Depreciation + Amortization + Owner's Compensation
EBITDA = Operating Profit + Depreciation & Amortization
Source: DealStats (formerly Pratt’s Stats), 2020 (Portland, OR: Business Valuation Resources, LLC). DealStats is a robust online database of
acquired private company transactions sourced from business brokers, M&A advisors, and SEC filings. Learn more at
www.bvresources.com/dealstats or visit www.bvresources.com/contribute become part of the Contributor Network.

PRICING TIPS
Stores with volume of $8,000/week and above can demand a higher rule of thumb.
Higher volume stores ($450,000+) can expect 45 to 50 percent of sales and/or 3 to 3.5 x SDE. Discount if rent is higher than 10 percent of
sales.
Approx. Total Investment—$140,050 to $342,400
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BENCHMARK DATA
For additional Benchmark Data see Sandwich Shops
An owner-operator-run store can see food cost at 28 to 30 percent and labor cost at 20 to 22 percent.
Gross margin ratio should be approximately 0.535.
Successful locations maintain food costs at below 32 percent and labor costs below 25 percent.
Most stores are 1,000 s/f, have approximately 20 seats and are owner operated. Food cost is controllable.
Data for Statistics, Products and Services Segmentation, Major Market Segmentation, Industry Costs, Market Share, and Employment Size
used by permission IBISWorld https://www.ibisworld.com

EXPENSES (% OF ANNUAL SALES)
Cost of Goods: 30% to 35%
Occupancy Costs: 10% to 15%
Payroll/Labor Costs: 20% to 25%
Profit (pretax): 10% to 20%
Data for Statistics, Products and Services Segmentation, Major Market Segmentation, Industry Costs, Market Share, and Employment Size
used by permission IBISWorld https://www.ibisworld.com

QUESTIONS
When was the store remodeled last? Is the store in full compliance? Are you an owner-operator or do you pay a manager?
How much time do you spend working at the location? What have you done to attract local customers?
How involved are you in the business? How many hours do you spend at the store? How have you marketed and advertised the location?

GENERAL INFORMATION
Stores with lower volume will need to be owner-operated to see any type of income. Management skills are helpful, but franchise training is
very thorough and many new franchisees are first-time business owners. Bank financing for store acquisition has always been available; a
new buyer would need about 15%–20% down, good credit, and some experience.
You go home smelling like an onion every day. I used to say that is the smell of money.
Franchisee training is two weeks at world headquarters in CT—one week in the classroom and the second week working hands on in a store.
Franchisees are required to pass a simple English and math test; no other specific skills are needed. Start-up costs vary, depending on choice
of location, and range from $100K and up.
Subway began experimenting with developing locations in every possible situation, i.e., museums, big box stores, kiosks, gas stations,
hospitals, airports, etc., and found most of those experiments successful. It's one of the easiest restaurants possible to run and operate.
Owner needs to be hands-on to be successful. Management skills are recommended.
For a new owner, management skills would be helpful, but food service skills are not necessary. Subway does a great job in franchisee
training.
Being an owner-operator is almost a necessity to succeed in this franchise, unless they are investing in a high-volume store.
Stable, need multiple units to make good actual dollars not just percentages.
New owners need to follow instructions, take direction, work in the store as much as possible and have an exit plan or time line ready.
Eventually you get tired, even if you have 100 stores.
Perceived good value, huge demand
Remodels are enforced and can get expensive.
Safe, dependable, clean
Buy an existing store; do not build a new one.

INDUSTRY TREND
The franchise is still in the process of a major overhaul, so it may take a few years to see numbers back to normal.
Everyone likes a great deli sandwich! If Subway can get back on track at corporate and repair the damage done, the brand could recover.
"More than 10,500 U.S. Subway restaurants will be remodeled with a new exciting design and décor by the end of 2020. Thanks to a multimillion-dollar grant program that will cover about 25 percent of the redesign costs, Franchise Owners are investing to remodel even more
restaurants over the next year."
Source: "Subway® Restaurants to Expand Its New Look to Nearly Half of Its U.S. Restaurants by the End of 2020," July 11,
2019, https://www.subway.com/PressReleases/10,500%20%20Remodels.pdf

EXPERT COMMENTS
Sellers should not expect asking price to be 50 to 65 percent of annual sales anymore, unless they are doing $10,000+/week. Buyers should
look for a store that has been steady throughout the sluggish past few years.
Employees have always been the biggest challenge, and unfortunately, the trend continues in a negative direction.
Three or more stores are needed before considering a general manager. The founder, Fred DeLuca, passed away several years ago, affecting
the balance at world headquarters in Milford, CT. Hopefully things will smooth out.
The transfer process may take 3 to 4 months to complete.
If investing in a low–middle volume store, you will definitely need to be an owner-operator, at least until you increase sales, for the right
return.

FINANCING
Bank financing is usually available with about 20 percent down, good credit, and some experience. Store must show good books and records
for bank financing.
Mostly financed by major banks and lending institutions. About 20 percent of transactions see some form of seller financing.
Almost always bank financing. SBA lenders are very receptive of financing franchises, especially Subways.

DISADVANTAGES
High competition in the fast food industry and with other Subway locations. Have to abide by Subway standards and regulations. This
franchise is not recommended for the headstrong individual.
Competition from another Subway store down the road, no territorial protection, brand is old and established. Must come up with something
new.

ADVANTAGES
Easy to operate: excellent training and proven methods
World's largest franchise
Easy to operate versus nonfranchise establishments. HQ support is excellent. Initial investment is lower than other food-related franchises.
Great franchise support. Low investment. Easy model to learn.
Brand name well known, consistency of product, predictability of cash flow, resale value holds well.
Proven concept, predictable net
Well established, no competition except among themselves
Easy to control, manage and product cost is measured. No product is made on premises, thus there is no real advance prep, other than
putting bread in the oven.
National exposure, price pointed, controllable costs, can be operated with minimal employees.

RESOURCES
Subway - https://www.subway.com/en-us
Franchise information - https://www.subway.com/en-us/ownafranchise
NAASF—North American Association of Subway Franchisees - https://www.naasf.org
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