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ave the Millennials decided they don't really need to learn to cook? If
most of them have, it's likely to spell more trouble for the sagging
share price of Marley Spoon.

The home-meal-kits group has been a serial underperformer since listing on
the Australian Securities Exchange last July, having more than halved in
value amid a broader sharemarket rout and question marks over the long-
term economics of its business model.

With the proliferation of tech-driven online food-delivery businesses such as
Uber Eats and Deliveroo — where under-the-pump drivers or cyclists pick up
meals from thousands of restaurants and cafes and rush them to consumers

willing to pay a bit extra for convenience —is there a danger that too many
Millennials have already made up their minds about cooking? Catchy
television ads featuring an unlikely line-up of household names such as
former SBS newsreader Lee Lin Chin and veteran journalist Ray Martin add
to the Uber Eats sizzle, even though more criticisms are emerging about the
pay rates and conditions for the harried deliverers.
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Marley Spoon CEO Fabian Siegel was all smiles at the ASX listing last July but things have soured for the home-
meal-kits company. Peter Braig

Marley Spoon, a Germany company that operates in Europe, the United
States and Australia, believes some of the biggest upside will come from
Australia. The company raised $70 million in fresh capital before listing on
the ASX in July at $1.42. The Marley Spoon instruments that trade on the
ASX are called Chess Depositary Interests, which have the same
characteristics as shares but are used by international companies wanting
to trade on the Australian exchange. The Marley Spoon CDIs had sunk to as
low as 39.5¢ on December 17. Yesterday they were listed at 40¢.

One of the doubters in the lead-up to the float was Dean Fergie, portfolio
manager with Cyan Investment Management. He steered clear of investing
in Marley Spoon. Six months on and those initial misgivings have been
reinforced.

"Millennials and even the older generations now are used to extreme
convenience," says Fergie, noting an increasing propensity to use technology
to have meals already made by the expert chefs at restaurants and cafes
delivered to customers.

"Why are you going to spend $12 for the ingredients when you can go a step
further and have a quality meal delivered straight to you for $12? That's the
sort of thought process,” he says.

Taking on the supermarkets

The other big negative for Marley Spoon is that the heavy sell-off in global
sharemarkets, which began at the start of October, has hit stocks that
require several years for a real pay-off and had plenty of "blue sky" built into
their share prices because they were in the initial phases of building
businesses.

"No one is willing to pay for these high-growth but high-risk stocks which
are in the early stages with their build-up," says Fergie.
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MARLEY SPOON

Marley Spoon has had a rough six months since joining the ASX ranks. Supplied

One of the co-founders, Fabian Siegel, has kept the faith. He bought an extra
192,000 CDIs on November 20 and 21 at prices between 51¢ and 52.3¢ and
through various investment vehicles has 20.6 per cent of the company.

Siegel signalled in early June when the prospectus was unveiled that the
high profit margins of supermarket giants Woolworths and Coles had
enabled Marley Spoon to find a niche in Australia. But then a war of words
broke out in November when the chief executive of Coles, Steven Cain, said
his company viewed pre-prepared meals as a big growth opportunity.

In mid-November, Siegel warned Coles and Woolworths off the $300 million
meal-kit market, saying selling meal kits on supermarket shelves or online
was not viable for the major chains.

He said at the time that "consumers who have discovered meal kits ... don't
stop going to the supermarkets but they are shifting a big chunk of sales
away from the supermarkets to services like ours".

On his side, Siegel also has the global trend for people to focus more on
health and wellbeing, and a touch of the "war on waste". The exact quantity
of ingredients needed are delivered in a smartly packaged box with recipes.
There is no waste; in Marley Spoon's world, the days are gone of a shrivelled
broccoli sitting in a fridge for too long after being bought from a big
supermarket and not used.

The business was founded in 2014 in Berlin and expanded to Australia the
following April. But it stumbled in Britain, launching there in late 2014 and
shutting down in 2016, unable to make the economics work in the crowded
British market.
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The Millennials, the label given by demographers and popular culture
experts to those born between about 1981 and 1996, are causing big shifts
around the world, a change sharemarket investors are trying to factor into
their thinking. At a Sohn Investment Conference in New York in April, two
hedge funds predicted that online food-ordering companies would benefit
as the Millennials' influence expands, with growth in restaurant sales
outstripping supermarket sales.
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