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 Take Away's From Trends In Small-
Business Call 

Restaurants May Be Seeing Temporary Bottom 

Grocery remains strong, aggregate retail down low double-digits 

 

 Summary Viewpoint; We recently hosted a conference call with 

software with the research group at Womply, a software company that 

serves over 450,000 small/mid-sized businesses (SMB).  While the 

overall data shows, as expected, that SMB revenues dropped in the 

back half of March there appear to be some signs of stabilization 

and/or minor bounce backs in some of the harder hit industries such as 

restaurants.  Grocery, as expected saw a spike in March and appears to 

be seeing another mini-spike in early April.  As well, overall retail 

(which encompasses a large amount of subsectors) is down low-double 

digits, not as bad as we would have envisioned. 

 Restaurants down sharply but may be seeing stabilization 

and/or slight improvement.  Data indicates that on a year over year 

basis the worst data point so far was a 68% decline the 3rd weekend of 

March. Since then it appears as if the year over year declines have 

stabilized and that the data would seem to point to a slight sequential 

rebound through early April, though volumes are still down in the mid-

50% range. Mid-size restaurants are faring better than large and small 

locations at this time. 

 Grocery remains the bright spot and is seeing another mini-

wave of buying.  Mid-march, grocery saw growth that peaked at over 

100% with a 10-14 day time frame that was up in the range of 60%-

70% before pulling back as we exited the month.  That being said, 

after pulling back to just 15% growth at the end of March the data so 

far in April points to a re-acceleration that got as high as 40% in the 

first week.   

 Overall retail is not as bad as we feared, thought it covers a lot 

of sub-sectors with winners and losers at the extremes.  In total, 

retail appears to be down mid-single digits since mid-March with a low 

point of -16% towards the end of March but strong positive data points 

at the beginning of April before going negative again.  Department 

stores and men’s apparel are some of the weaker categories while 

sporting goods, vitamin/health and hobby/hardware have been flat to 

up with sporting good showing growth in excess of 50% since mid-

march. 

 We think all Meal Delivery players have increased their 

bargaining power and importance in the food delivery value 

chain during the Coronavirus Pandemic.  Only ~4% of US Restaurant 

Food was ordered through online order and delivery (as of 2018), and 

the pandemic may very well weed out independent restaurants that 

lacked strong delivery and takeaway channels.  By our estimates, eat-

in sales comprise 87% of sales of US Independent Restaurants versus 

9% of sales for Chain Restaurants as of 2018, suggesting that we could 

see a wave of permanent business closures among non-deliverers and 

a significant increase in the mix of restaurants using the delivery 

channel in the US. 
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Discussion 
 
We hosted a conference call with the co-heads of data research at Womply, a software company that 
works with ~450,000 SMB’s and sees their business volumes and revenue performance, providing some 

interesting insights into what is happening with the SMB market, on an almost real-time basis.  As 
expected, the aggregate data is sharply negative.  As expected, travel-related, restaurants and certain 
parts of retail are down very sharply though areas such as grocery, health and select pockets of retail  
However, with data now being recorded through early April, there may be some incrementally positive or 
“less negative” trends emerging. 
 
 
Restaurants—Taking a hard hit but possibly putting in a near-term bottom 
 
As expected, restaurants are one of the hardest hit industries by the virus, with Womply’s data 
suggesting: (1) Revenues are down ~48% yr/yr on average at tracked restaurants since March 11th, 
with a trough (down 68%) reached on 3/22 and trends appearing to have stabilized at down ~50-60% 
since late March (Exhibit 1); (2) Medium-sized restaurants ($10k-$75k/week in revenue) appear to be 
performing better than larger (>$75k/week in revenue) and smaller locations ($1-$10k/week in revs) with 
Womply offering that the move to local eating backed by celebrity sponsorship has helped the medium-
sized concepts most; (3) As of 4/4/20, restaurants are seeing a 36% closure rate (meaning no revenue 
for at least 3 consecutive days per tracked info), with the worst hit cuisines being diners, steak houses 
and Chinese food.  
 
Exhibit 1. Womply’s data suggests restaurant revenue troughed at down 68% yr/yr on 3/22 
and has since “stabilized at down 50-60% (left). Meanwhile, data also suggests the restaurant 
closure rate hit a high of 36% on April 4th (right) which we think is likely to trek higher. 
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Source for both charts: Womply and Wells Fargo Securities, LLC. 

 
Grocery—Seeing another mini-spike? 
 
While it is well documented that grocery saw a surge in mid-March as the impact of the virus and 
quarantining went into effect the volumes began to taper off in late March.  However, in the last 7-10 days 
grocery volumes began to re-accelerate, possibly reflecting the depletion of groceries from earlier surge 
purchases in mid-March or additional states beginning to implement “shelter-in-place” policies. 
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Exhibit 2. Grocery Sales.  Based on data from Womply after a strong surge and pullback it 
appears that spending began to see a mini-spike in early April. 

 
 
Source: Womply and Wells Fargo Securities, LLC. 

 

Overall Retail—Not as bad as feared…but outliers on both sides 
 
In our opinion, the data point that was somewhat of a surprise was the aggregate retail spending 
numbers, which have shown that spending was down in the ballpark of ~10% from mid-March.  Frankly 
we would have thought that this aggregate number would have been much worse given the shock to the 
economy that we have seen.  Given the size of this category and the vast number of sub-sectors that are 
captured in this data there are some outliers on both ends of the spectrum.  Department stores and men’s 

stores were down 88% and 68%, respectively.  On the flip side, sporting goods stores have consistently 
been up over 50% (and often much higher) since mid-March with vitamin/supplement stores relatively flat 
and hobby/hardware stores up 20%.  The bottom line take away for us is that while areas such as 
restaurants/bars and mall-based retailing our definitely seeing sharp declines it appears that based upon 
the aggregate retail data in exhibit #3 that not all spending categories are in a free-fall. 
 
Exhibit 3. Retail Spending has not contracted as much as we would have feared with a bit more 
volatility in recent weeks but the average since mid-March being a decline of ~10%. 
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Social Distancing and Lock Down Underscores the Growing Importance of Meal Delivery 
As of 4/8, closure rates for Restaurants were 36% and Quick Serve Food & Beverage was 23% (Exhibit 4 
and 5).  Significant business closures per Womply: 89% of Health & Beauty, 74% of Arts & Entertainment, 
and 66% of Bars & Lounges. Pet Services are only 6% closed, followed by Auto Services at 9% and Food 
and Beverage shops at 12%.  Note – a business was designated as “closed” if it didn’t process a single 
transaction for three straight days starting on March 1. If, after that three day period, the business 
processed a transaction, they are no longer considered closed and we back-update previous dates to 
represent that business as being “open”.  Importantly, restaurants and other businesses that 
shifted to processing 100% of their transactions via third party delivery apps (like UBER, 
Doordash, Grubhub, etc.) would also show as being “closed” by this metric.  
 
Exhibit 4. 36% of Restaurants (non-QSR, and likely “Full Service”) in Womply’s data set had 
closed due to measures ordered to reduce the spread of the Coronavirus 

 
Source: Womply and Wells Fargo Securities, LLC. 

 
Exhibit 5. 23% of Quick Serve Food & Beverage Businesses in Womply’s data set had closed 
due to measures ordered to reduce the spread of the Coronavirus 

 
Source: Womply and Wells Fargo Securities, LLC. 

 
We think Food delivery players with an early lead in the QSRs segment of the restaurant industry (i.e. 
UBER, DoorDash) will have higher activity and thus maintain a slight advantage in terms of revenue 
growth and the ability to employ delivery personnel.  However, we think all Meal Delivery players have 
increased their bargaining power and importance in the food delivery value chain during the Coronavirus 
Pandemic.   Only ~4% of US Restaurant Food was ordered through online order and delivery (as of 
2018E) (Exhibit 6), and the pandemic may very well weed out independent restaurants that lacked strong 
delivery and takeaway channels.  By our estimates, eat-in sales comprise 87% of sales of US Independent 
Restaurants versus 9% of sales for Chain Restaurants as of 2018 (Exhibit 7), suggesting that we could see 
a wave of permanent business closures among non-deliverers and a significant increase in the mix of 
restaurants using the delivery channel in the US. 
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Exhibit 6. Only ~4% of US Restaurant Food was ordered online 
order and delivery (as of 2018E)  

 

Exhibit 7. Eat-in sales comprise 87% of US Independent Restaurant Sales versus 9% of sales 
for Chain restaurants (mostly quick serve); Independent Restaurants that heavily use GRUB, 
UBER, and other Meal Delivery services are more likely to retain customers and revenues than 
Eat-In focused restaurants, thereby remaining solvent through the Coronavirus pandemic. 
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trading. 

 
As of: April 13, 2020  

52% of companies covered by Wells Fargo Securities, LLC Equity 
Research are rated Overweight. 

Wells Fargo Securities, LLC has provided investment banking 
services for 42% of its Equity Research Overweight-rated 
companies. 

37% of companies covered by Wells Fargo Securities, LLC Equity 
Research are rated Equal Weight. 

Wells Fargo Securities, LLC has provided investment banking 
services for 32% of its Equity Research Equal Weight-rated 
companies. 

11% of companies covered by Wells Fargo Securities, LLC Equity 
Research are rated Underweight. 

Wells Fargo Securities, LLC has provided investment banking 
services for 27% of its Equity Research Underweight-rated 
companies. 

  
Important Disclosure for U.S. Clients 
This report was prepared by Wells Fargo Securities Global Research Department (“WFS Research”) personnel associated with  
Wells Fargo Securities and Structured Asset Investors, LLC (“SAI”), an investment adviser subsidiary of Wells Fargo & Co.  If you 
are paying directly for this research, it is being provided by SAI. For all other recipients in the U.S. this report is being provided by 
Wells Fargo Securities. 

Important Disclosure for International Clients 
 

EEA – The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain 
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited (“WFSIL”). 
WFSIL is a U.K. incorporated investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of 
Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, 
an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The 
FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor will 
the Financial Services Compensation Scheme be available. This report is not intended for, and should not be relied upon by, retail 
clients. 

 



Take Away's From Trends In Small-Business Call Equity Research 

Wells Fargo Securities, LLC | 7 

Australia – Wells Fargo Securities, LLC, Wells Fargo Securities International Limited and Wells Fargo Securities Asia Limited are 
exempt from the requirements to hold an Australian financial services license in respect of the financial services they provide to 
wholesale clients in Australia.  Wells Fargo Securities, LLC is regulated under the laws of the United States,  
Wells Fargo Securities International Limited is regulated under laws of the United Kingdom, and Wells Fargo Securities Asia Limited 
is regulated under the laws of Hong Kong.  All such laws differ from Australian laws.  Any offer or documentation provided to 
Australian recipients by Wells Fargo Securities, LLC, Wells Fargo Securities International Limited or  
Wells Fargo Securities Asia Limited in the course of providing the financial services will be prepared in accordance with the laws of 
the United States, United Kingdom or Hong Kong and not Australian laws. 

Canada – This report is distributed in Canada by Wells Fargo Securities Canada, Ltd., a registered investment dealer in Canada and 
member of the Investment Industry Regulatory Organization of Canada (IIROC) and Canadian Investor Protection Fund (CIPF). 
Wells Fargo Securities, LLC’s research analysts may participate in company events such as site visits but are generally prohibited 
from accepting payment or reimbursement by the subject companies for associated expenses unless pre-authorized by members of 
Research Management. 

Hong Kong – This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (“WFSAL”), a Hong Kong 
incorporated investment firm licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and 9 
regulated activities (as defined in the Securities and Futures Ordinance (Cap. 571 The Laws of Hong Kong), “the SFO”). This report 
is not intended for, and should not be relied on by, any person other than professional investors (as defined in the SFO). Any 
securities and related financial instruments described herein are not intended for sale, nor will be sold, to any person other than 
professional investors (as defined in the SFO).  The author or authors of this report is or are not licensed by the Securities and 
Futures Commission.  Professional investors who receive this report should direct any queries regarding its contents to Kelly Chiang 
and Mandy Wan at WFSAL (email: wfsalresearch@wellsfargo.com). 

Japan – This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance 
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into 
investment advisory or discretionary investment contracts.  This report is intended for distribution only to professional investors 
(Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika). 

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan 
(JFSA) but by group companies of JFSA-registered rating agencies.   These group companies may include Moody’s Investors 
Services Inc., Standard & Poor’s Rating Services and/or Fitch Ratings.  Any decisions to invest in securities or transactions should be 
made after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of 
the credit ratings stated on the respective rating agencies’ websites. 

About Wells Fargo Securities 
Wells Fargo Securities is the trade name for the capital markets and investment banking services of Wells Fargo & Company and its 
subsidiaries, including but not limited to Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and 
Exchange Commission and a member of NYSE, FINRA, NFA and SIPC, Wells Fargo Prime Services, LLC, a member of FINRA, NFA 
and SIPC, Wells Fargo Securities Canada, Ltd., a member of IIROC and CIPF, Wells Fargo Bank, N.A. and  
Wells Fargo Securities International Limited, authorized and regulated by the Financial Conduct Authority. 

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments 
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that 
provided this report to them, if they desire further information or they wish to effect transactions in the securities discussed in this 
report. The information in this report has been obtained or derived from sources believed by Wells Fargo Securities Global Research 
Department (“WFS Research”), to be reliable, but WFS Research does not represent that this information is accurate or complete. 
Any opinions or estimates contained in this report represent the judgment of WFS Research, at this time, and are subject to change 
without notice. Certain text, images, graphics, screenshots and audio or video clips included in this report are protected by copyright 
law and owned by third parties (collectively, “Third Party Content”). Third Party Content is made available to clients by Wells Fargo 
under license or otherwise in accordance with applicable law. Any use or publication of Third Party Content included in this report for 
purposes other than fair use requires permission from the copyright owner. Any external website links included in this publication 
are not maintained, controlled or operated by Wells Fargo Securities. Wells Fargo Securities does not provide the products and 
services on these websites and the views expressed on these websites do not necessarily represent those of Wells Fargo Securities. 
Please review the applicable privacy and security policies and terms and conditions for the website you are visiting. All 
Wells Fargo Securities and SAI research reports published by WFS Research are disseminated and available to all clients 
simultaneously through electronic publication to our internal client websites. Additional distribution may be done by sales personnel 
via email, fax or regular mail. Clients may also receive our research via third party vendors. Not all research content is redistributed 
to our clients or available to third-party aggregators, nor is WFS Research responsible for the redistribution of our research by third 
party aggregators. Equity Strategists focus on investment themes across the equity markets and sectors.  Any discussion within an 
Equity Strategy report of specific securities is not intended to provide a fundamental analysis of any individual company described 
therein.  The information provided in Equity Strategy reports is subject to change without notice, and investors should not expect 
continuing information or additional reports relating to any security described therein. For research or other data available on a 
particular security, please contact your sales representative or go to http://www.wellsfargoresearch.com. For the purposes of the 
U.K. Financial Conduct Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC 
and Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2020  
Wells Fargo Securities, LLC 

 
 

 

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 

 

 

http://www.wellsfargoresearch.com/

