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The Breadtalk Crisis 4?? A Case Study of Poor PR
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“BreadTalk’s ‘Freshly-Prepared’ Soya
Bean Milk is Just ‘Freshly-Transferred”
and Sold at a Mark-Up!
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Breadtalk. Once touted as a local pride and the darling brand of Singapore, the company has come
under fire recently over allegations of deception over their &a??freshly prepareda?e soya bean.

1&??m not a huge fan, but when companies cana??t get their PR right, it tells me a lot about their
management, and also signals to me why | shouldna??t buy their stock.

Many people have also previously asked me what | think about the stock. My usual response is that
while therea??s no doubt Breadtalk is a growing company, 1a??m not convinced whether it truly has a
good moat around it.

With their recent PR backlashes (two within a single year is a lot!), it suggests to me that the
management does not know its consumers very well. Either that, or they dona??t have any good PR
folks in the team.

If youa??re wondering how soya bean kicked up such a big brand, herea??s my take on why | think
Breadtalk failed terribly in their PR department.

1. They made their consumers feel stupid.

Yvonne See Who's the manager who approved this stupid idea of

A repackaging the soy milk??! They used the term “freshly prepared” which only
leads us consumers to think that the soy milk is indead prepared by
BreadTalk, Why would they use the term if its not made by them!?!7 Do they
think that consumers are idots!? Total and complete marketing/PR failure!
Like - Reply - Yesterday at 15:08

Source: Facebook comment on a Breadtalk post
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Therea??s nothing wrong with marking up prices when you sell someone elsea??s stuff. Movie-goers
willingly pay extra for their $3 ice lemon tea when a bottle can be bought for half the price at the 7-11
outlet downstairs. McDonalds continues to profit from their expensive ice milos and cups of Coke.

When you are transparent about it, consumers accept and willingly pay the higher prices. But when you
pass it off as your own in-house brand, consumers believe the premium price is for the effort and
homemade a??qualitya?e that goes into the drink. Even | had bought their soya bean drink before,
thinking it was okay that | was paying more because it was made by Breadtalk themselves instead.

Given that their soya bean drinks have been sold for such a long time, and that the truth has only just
come to light, it is no wonder people are feeling cheated.

2. What took them so long to disclose the truth?

Student Rachel Jiang, 16, said she must have consumed at least 50

botes of BreadTalk's sova bean drink over the past two vears.

"Evenytime | passed by the MRT station [ would buy one. | thought it
was freshly prepared, and 4 waspving more for (that),” said the

Secondary 4 student.

‘I felt very cheated when | found out it was Yeo's. [F560 d"\nnest. I
waonder how long they would have continued this if they were not
busted,” she said, adding thar she will no longer be a BreadTalk

CUSIOMET.

Source: The Straits Times

The soya bean drinks have been sold in this manner for a long time. Why wait until now, after a photo
surfaces online, to say that their soya bean drinks are actually not brewed in-house after all?

Confectionery chain admits to it after netizen posts photo of staff
repackaging the drink

eszica Lim ]

BreadTalk has stopped selling its "freshly prepared” soyva bean milk
after a photograph showing a staff member filling up plastic bottles
with Yeo's brand soya bean milk made its rounds on the Internet

When contacted by The Straits Times yesterday, the confectionery
chain admitted it buys the drink in one-litre packets from beverage
giant Yeo Hiap Seng in bulk, repackages it into bottles with the words
“freshly prepared” on them, seals the bottles, and then sells them.

Fast food chains have never lied about their Coke drinks, so neither should Breadtalk.

3. Their apology comes off as insincere.
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i BreadTalk® Singapore
fexd

4 August at 15:18 -
r— -

Dear fans and loyal customers,
We've heard your concerns over our soya bean beverage sold in stores.

At BreadTalk, your feedback is important to us and we appreciate your
input on how we may sarve you better. As a global bakery chain, we source
for quality ingredients and products from established and reputable third
party suppliers around the world, including from renowned local brands to
enrich the variety of products sold at our stores.

We have been selling our vendor's branded dispenser soya bean beverage
at 22 of our outlets islandwide, with the vendor's brand and product
information clearly labelled for consumer knowledge and confidence. As
part of our improvements to our product line up, the rest of the outlets are
currently in the midst of transiting from bottle sales to the same vendor's
dispensing machines to convey greater clarity to you, our customers.

We have heard your feedback abolt our bottled soya bean beverage. We
would like to apologise for any misaligned-presentation or wrong
impressions created, and clarify that it is meser our intention to mislead. We
greatly appreciate your feedback and will continue to lobok/inta impraving
our product quality.

Like ¥ Comment Share
243 people like thig. Most Relevant -
389 shares

| lﬂ Write a comment

David Ong Your PR and crisis management sucks as much as the deception
in this statement. The smell of bullshit is so strong.

Like - Reply - Yesterday at 06:31

As a customer of their soya bean drinks, this was how | interpreted it:

Dear customers,
Yes, we have received your complaints.

Look, this is how great we are.

At almost half of our outlets, we already have a Ye0a??s dispenser. It has been clearly labelled, so if
you didn&??t know, it is your own fault. If you thought our soya bean drinks are actually brewed in-

house, youa??re just stupid and naive.

Fine, we hear all the noise youa??re making, and we will make sure ALL our outlets have the dispenser

from now on.

| actually had to reread their statement twice before | realized that there was actually an apology in it,
as it only emerges 155 words later i.e. only the last 20% of their statement was the actual apology.
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BreadTalk says sorry for not-so-fresh soya milk

a??We would like to apologize for the misaligned presentation or wrong impressions createda?e is too
bombastic, and clouds the real problem.

a??We are sorry foréd?}a?e would have been so much better.
4. Thered??s really no reason for using the bottles in the first place.

With Singaporea??s high literacycrate, I do not believe that none of Breadtalka??s staff had seen the
a??freshly prepareda?e label on the bottles before they were sold in stores.

@. Desires Lim 15t, Brand Manager Joyca Koh said the chain wrongly usad

#3459 orange juice bottles for soya drink thus the label "Freshly prepared” was
wrongly placed there. Then she clarified saying Kuah lapis was brough in by
staff who decorate it for her own purpose. Too coincidental for me o trust her
anymaore.

Zero trust for breadtalk. Pls dun continue to ruin ToasiBox as well
Like - Reply - 12 23 - Yesterday at 09:08 - Edited

If your bottles are supposed to be for your juices, then why use it for packing another different drink
altogether?

It just sounds like a really lousy excuse to me.

5. They made things worse with a follow-up statement on the freshness of their breads.

Page 4
Footer Tagline


http://1.bp.blogspot.com/-Y3LHx6nkWuQ/VcMTqhdFENI/AAAAAAAANkI/voH_N0YKO94/s1600/Screen%2BShot%2B2015-08-06%2Bat%2B10.47.49%2Bam.png
http://4.bp.blogspot.com/-WVjOtJJ8BME/VcMxSgSGeWI/AAAAAAAANlw/hyqqQCwwCd8/s1600/Screen%2BShot%2B2015-08-06%2Bat%2B6.01.41%2Bpm.png

COMPANY NAME
Address | Phone | Link | Email

m The Straits Times

BreadTalk scandal: Bakery chain defends freshness of its main products -
bread, buns and cakes. "We want customers to know that all our buns and
breads are freshly baked at each outlet,”" says spokesman. str.sgZnUX

BreadTalk tries to rise abave gcandal
Amid consumar backlash, bakery chain Bread Tallbag Eoma ofit to defend the

freshness of its main products - bread, bung and cakes. Heddmore]at
straitstimes.com |

STRAITSTIMES, COM | BY JESSICA LI

Yes, the Bengawan Solo cake photo was another problem, but after clarifying that it was an external
cake bought by a staff for personal consumption, that should have been enough.

It is also worth noting that after this clarification, the original user removed her Facebook post of the
alleged Bengwan Solo cake.

But instead of letting a (already-settled) issue die down, Breadtalk proceeded to fan the flames by
issuing a public statement that their baked products are all freshly made in-house.

Amos Ong Freshly prepanad, freshly bakad and freshly squeazed? I soyva
ﬁ drinks are freshly prepared from original packaging, leftover breads if they are

gven the next day also can be interpreted as freshly baked again (in your own

terms and games) and juices can be freshly squeezed from their onginal

packaging.

Sarry for the misaligned presentation or wrong impressions created? And it's

naver the intent to mislead??? You have clearly decided to daciave..,

Like - Reply & 13- 9 hrs

Wrong move. By trying so hard to defend themselves, theya??ve only made consumers even angrier.
W Huang Wei Ming Boycoit!l... bread talk is not the only bakery in Singapora
Like - Reply -a5 8- 7 hrs
ﬁ Ronnie Tan You think you are big, try 1o do different with others by creating

Bun (B LF) then Soyva milk plus Lapes cake. Mislead your good honest
consumears. Lntil now you still don't want to admit. | don't see your sincera

apology to all good honest consumers.
Shame on you

Like - Reply - 14 - 9 hrs

Conclusion: Why such a big fuss?
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Breadtalk fails to realize that the root problem is not about their soya bean drinks, or the freshness of
their breads, or mixing external peanut butter on their toasts.

] forums.hardwarezone.com.sg/eat-drink-man-woman- 16/%5Bgpgt%5 D-saga-breadtalk-used-bengawan-solo-kueh-lapls-thelr-own-51 26022 - 10 kit
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kasangice
Mastar Member

<

Join Date: Jun 2011
Posts: 2,704

Let you guys In om samething, 1 used to work at ToastBax,

Got one bun from BreadTalk, cannat buy one, It's called Galden Nache Cheese. Basically a bun
with tater-tots (hashbrown) drizzled with cheese sauce on top. I'm not sure i this is still in
practice, but back when [ was still working there, they never discard this particular bun, just
keap till next day, spam new cheesa sauce over and sell. [ see a lot children eat I fieel sad.

As for ToastBox, last time the laksa they all fry the ingredients from scratch, then slowly
simmer and add coconut milk, it's really nice, These days, everything comes pre-packaged,
just add water anly. Prices also increasea.

The kaya fram ToastBax if I'm not wiong wou can go FairPrice buy the Glory brand. Tastes
almast exact. They have since gatten their own supplier for peanut butter, but last tirme we
used to mix It on our own, Reclpe was simple, Best Foods peanut butter mixed with Skippy
crunchy peanut butter. Then & kot people would keep asking about the peanut butter, say very
nice, T in mind um chia oaly.

Lastly, all th
there? Vegetable sh

Having said that, I do enjoy BreadTalk's Fl L@E i ig aleo good if you goat &
nght guy to make it, Thesa days mastly AT and pee h.h?
Sent from my toaster oven wsing GAGT ark

Lameige, Sofero and banbleh like this,

BIUlT ane. The HHEE racwntain of ‘butter' ¥ou See
a).

Last eaited by kosangice; J8-08- 2015 ar 10:34 PAL,

The real problem is that consumers are angry.

Consumers feel cheated and betrayed by the brand. Breadtalk has just made its loyal customers feel
stupid for believing them all this while, and their statements are not helping to resolve these feelings.

This is not the first time the brand has committed such a faux pas either.

Earlier this year, they got slammed for launching an expensive, $2 LKY bread right after Mr. Lee Kuan

Yewa??s demise.
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" ’% BreadTalk® Singapore il Like Page
"BRE~" 25 March - Edited -

We would like to convey our deepest apologies with regard to the
commemaorative bun #rememberingLKY which was introduced at BreadTalk
outlets today, 25 March 2015,

We regret that this product has caused much concern and appreciate the
public's feedback which we take very seriously.

Our intent was to create a commemorative product in memory of the late Mr
Lee Kuan Yew whom we deeply respect. Together with all Singaporeans,
the passing of our Founding Prime Minister is deeply felt by all of us at
BreadTalk. Mevertheless, we are made aware that this manner of
remembering his legacy was insensitive in light of the current context.

With immediate effect, we will cease the sale of this product from all outlets.

As was our original intent to commit 100% of the buns’ sales proceeds to
charity, BreadTalk will still be donating $30,000; the projected sales
proceeds, to Community Chest.

Once again, we thank Singaporeans™for sharing your concerns with us and
greatly appreciate your feedback.

Like ¥ Comment Share
Julynn Goh, Thomas Wisely Wee, Dexter Cjr and 844 others like this.  Most Relevant =

179 sharas
sermembering Lee Kass Vi

BreadTalk pulls buns commemorating Mr Lee
Kuan Yew off shelves after receiving flak

THE STREAITS TIMIS

Julian Poh My comment got deleted too. Pls sack those rnd and marketing

stafi who came out with this idea. Profiteering on a dead man is very

disgusting.

Like - Reply - ¢ 22 - 26 March at 15:04

.,ﬁ, BreadTalk® Singapore Hi Julian, rest azsured we are not deleting
any comments. Your old comment is viewable here:
https:fwww.facebook.com/breadta.../posts/858559957521548...
Like - o™ 3 - 26 March at 15:12

Someone should just tell Breadtalk to hire better PR staff so that such mistakes can be avoided in the

future.

What about Breadtalk as a stock?

Like I said, 14??m not convinced Breadtalk is a good stock. It is currently also trading at near historical

highs.
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The Group operates in a very competitive' F&B industry. Its key brands have strong direct competitors
(if not stronger) a?? Breadtalk vs. Four Leaves,Ding-Tai Fung vs. Crystal Jade, RamenPlay vs. Ajisen,
Toast Box vs Ya Kun, Food Republic vs. Koufu, etc.

And given these options, | would choose to eat at their competitors any time. 1ta??s no secret that 1a??m a huge
Ya Kun Kaya Toast fan.

Consumers today tend to go for novelty (trying new cafes, the latest restaurant, etc), and eateries have

been drawing in the increased traffic by paying up to $3,800 for food bloggers to promote their stores.
(1&??m baffled. | literally gain NOTHING from reading a food blog except more calories and paying for the latest overpriced cafe or
restaurant foods, yet these people get paid so much? At least beauty bloggers help us to look prettier. Or finance bloggers who help us
become richer.)

At their 2014 AGM, their Chairman George Quek announced plans to launch a loyalty card
programme. With their latest hiccup and all the above factors, 1a??m not sure how well this will fare.

Rusmin Ang from The Fifth Person is a prominent retail investor in Breadtalk, so | examined some
compelling reasons that made him buy into the stock:
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#1 Number of outlets are growing rapidly
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Credits: Business Insider; Rusmin Ang from The Fifth Person
No doubt if you were an early investor like Rusmin, catching it between 2008 &?? 2009 (30 cents range)
would have given you over 300% at todaya??s share price of $1.33. However, what about purchasing it

now, if you werena??t lucky enough to have gotten it back then?
#2 Healthy and growing operating cash flow
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Credits: Business Insider; Rusmin Ang from The Fifth Person
The above graph looked persuasive, until | looked into their financials in detail. | realized that while cash
flow has indeed been rising steadily, their free cash flow hasna??t. In fact, FCF was even negative in

2012 and 2013.
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P/E is also over 30, which is frankly quite ridiculous to me. While high P/Es can be justified especially
for growth companies, | dona??t think Breadtalk as much of a growth stock. Also, consider that
Googlea??s P/E is slightly under 30 now. Do you think Breadtalk is like another Google?

Breadtalk also has a relatively high debt to equity ratio, which is aligned with how theya??ve been
aggressive in financing its growth over the last few years with debt. While this is not necessarily a bad
thing, however, in light of rising interest rates to come, 1a??m not sure how much of their debt financing
will be affected.

TLDR: | wona??t buy Breadtalk stock:

Tite Hsiac BreadTalk, you areusell kpawil simply because you flooded the
Eé local market with many branches and aied in key ciiesy gthep parts of the
waorld, espacially China. THAT IS a strategic succes4ipit@rmaePmarketing. In
actual fact, il one s o compare what's bean produced by yod agd others, you
ar no betier in terms of quality and price. And now, you had resored 1o the
despicable means of 3100ping 50 low i disguising others' products as one of
yours, clearly speaks volume of your integrity and honesty towards all
customers alike. And, the fact that you had cooked up excuses and stubbomby
refusad io admit and apologise for the obwvious faulis and in a mora serious
context, a punishable crime of lorgery and misrepresentation with the intention
to cheat s indeed appalling and hown all the arfogancs thal you DoSSessps.
This is a Qisgrace and a total disrespect towards all who had supported your
products, | certainly hope that CASE and the relevant authorities could take
action against you as | strongly believe you need to be taught a lesson!
Taiwan had Top Pot Bakery (BEIE A- /2288 A F B IHEE) and now Singapore
has the squivalent in BreadTalk... Indead an nternational disgrace and shame
of our nation!
Like - Reply -2 2 - 6 hrs

Will they recover from this PR crisis? Perhaps, but it is going to take a long while. Perhaps it is best for
Breadtalk not to say anything for now, since they apparently dona??t seem to know how to craft very
pleasing statements for the public.

What do you think about Breadtalka??s crisis? Or are you invested in Breadtalka??s stock? | would
love to hear your comments!

With love,
Budget Babe

Category

1. Family
2. Investing
3. Stocks
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