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发言人1   00:00
Thank you, Operator. Hello, everyone, and welcome to yum china a second quarter twenty twenty six earnings conference call. With me on the call are our CEO, mr. 

发言人1   00:10
y. What and our CF. O, mr. Agean thing. Before we begin, I will remind everyone that our reMarks and invest materials continue for local state. 

发言人1   00:22
These are subject to future events and uncertainties and actual请关注公众号思维纪要社。更多纪要请加V西安202101300。Please refer to this for looking statements together with a cautionary statement in our earnings release and the risk fact included in our S. 

发言人1   00:45
C. C. Fighting will also be talking about non gap financial measures. We encourage you to review the comparable gap measures along with the reconciliation of non gap and gap measures provided in our earnings release, which is available on our investor relations website. And I are dot in china are come. 

发言人1   01:06
You can also find both a web cars replay and a powerpoint presentation on our oil website. Please note that all year year growth rates discuss the day exclude the impact of foreign currency unless we mention otherwise. With that, are now turn the call over to joy. 

发言人1   01:25
What C, E, O of film china, joe? Hello, everyone, and thank you for joining us. We delivered storm second quarter results for the nine consecutive quarter. 

发言人1   01:39
We achieved system cells growth, Operating profit growth and O, P margin expansion. At the same time, I would like to send our team again for making this possible. Revenue growth thirteen percent, Operating profits increased thirteen percent, and diluted EPS rose twenty one percent year over year, partially supported by favorable foreign exchange impact. 

发言人1   02:12
Excluding foreign exchange impact, system cell go six percent in quarter two, up from four percent in quarter one and continued to o perform. The catering industry sympson sales growth also improved sequentially to one percent, driven by the fourteen concerted quarter of same. So transaction growth. 

发言人1   02:37
We opened five hundred and sixty net new stores with expansion accelerating year over year across both equity and franchise stores without due focus on innovation and Operational efficiency. Two two restaurant margin and OP margin state resilience. Despite significant cost pressure from a higher delivery mic, our breakthrough side by side modules are scaling rapidly, especially in higher tier city KFC, K coffee cafe and k pro are effectively capturing new customer occasion. 

发言人1   03:24
Pizer haps new burger bar was well received by our customers. At the same time, KSC small time model and pizza hut while are helping us penetrate lower tier cities quickly. Together with innovation in our core menu, these initiatives are unlocking new opportunities for let me start with pizza hut, which makes significant progress in quarter too. 

发言人1   03:57
PSA heart saying those sales growth returned to paris at one percent, while new store openings accelerated, almost double what we did in quality to last year. This brings net new store openings to three hundred eighty one in the first heart nearly imagine our twenty twenty five total. In April, we launched for heat and shaukat on the spring menu to enrich pizza protein platforms and enhance the dying experience. 

发言人1   04:34
In may, we extend a pizza category into light the new occasions with a new multigrain crest and new protein and vegetable toppings. 多谷物能量。The piece of colorful look, nutrient pack profile and grain rich tester make a best selling trust since launch. 

发言人1   04:58
In june, we also introduced an individual size multigrain pizza with less than five hundred calories, helping us attract more solo and light meal dinner. Beyond pizza, we are taking pizza has burger category to the next level with a new side by five module pizz hut broken bar. In just six months, IT has extended to more than two hundred locations, contributing double tage incremental cells and meaningful profit to parent stores. 

发言人1   05:36
Pizza hurt burger bar features a type menu centered on make to order burgers from an open kitchen, our bonds, a bake fresh install every day现烤面包and our parties constrict of the riddle，releasing a rich savery a roma great taste burgers, amazing value for money and a quick service model have proved very appealing to Young consumers and solo finance with live investment. And by utilizing space in existing stores, we believe pizz hut burger bar can unlock significant growth opportunities for pizza hut. We plan to accelerate the roll out in the second half, reaching five hundred to six hundred locations by the end of twenty twenty six. 

发言人1   06:34
That would represent around ten percent of pizza has nearly five thousand four portfolio, and we are about to reach a major break through by becoming the owner of the pizza house brand in england, china, after Operating the brand in the market for thirty six years. In the near term, the savings in license fees will enhance store economics and make pizzas restaurant margin closer to keep seas. This will enable more potential news stores to meet our paypal requirement of two to three years. 

发言人1   07:15
Over the longer term, brain ownership will give us greatest strategic flexibilities and allow us to respond more nimbly to market opportunities and consumer. While we are still reviewing our grow friend, our initial assessment points to accelerate store openings beginning this year in twenty twenty seven and twenty twenty eight, we now expect meet new openings to exceed eight hundred per year, up from our original target of over six hundred as we step up our efforts. A pizza hut KF, C continues to be a number one growth driver, delivering stronger result in for the two, both system sales and core Operating profit through seven percent year over year. 

发言人1   08:09
Same to cells grew one percent in the first half, can see opened nearly eight hundred nine new stores, around two hundred more than in the first half last year. K, F, hero products and their extensions continued to drive strong cells and repeat purchases. Whole chicken has become a major platform for a home consumption, generating over two billion years, itself拉血。This category has delivered the both digit growth every year since is launched in twenty twenty one and remains on track for double digit growth in twenty twenty six. 

发言人1   08:55
In April, we add the aromatic paper rap roast chicken, 香橘子包鸡to the permanent menu is super juicy and high improving，appealing to consumer seeking lighter mute singer is another top setting platform for KF. C. In quarter two, we introduced the limited time offer more frequent by sizer更香更辣鸡腿堡，the extra spicy chicken side secret salt and toasted sesame I aroma at test Younger customers self were especially strong in spicy loving provinces such as gensec and四川。

发言人1   09:44
With more regional favor to come, we see strong potential for the singer category to exceed five billion years in sales by end of ti twenty six, get side by side models take off the cafe and cable continue to gain momentum and deliver incremental cells and profit. K coffee cafe grew to more than three thousand three hundred locations, and we are on track to reach five thousand locations by the end of twenty twenty seven. In addition to coffee overage, k coffee cafe is broadening its tea and put option, including more eight top favors and breakfast pairings to expand its addressable market. 

发言人1   10:37
People has expanded to over four hundred fifty locations and has proven more promising than we expected earlier this year. We raised that our year and roll out target from four hundred to six hundred location, and we now expect to reach around eight hundred locations. Following is the set in higher tier cities. 

发言人1   11:03
We are expanding k pro into select lower tier cities beyond increasing its foot int. We are capturing the growing demand or lider muse, through menu innovation. In addition to a signature energy, both we recently announced sandwiches featuring whole we burn and cheer c and high protein ingredient, the salaries became an instant hit with good weekly purchase IT. 

发言人1   11:36
In fact, more than eighty dozen of cable self came from K, F, C. Members, showing the power of cross selling and membership. Combine that with our trusted food, forty standards and strong value for money, cable is well positioned to become a leading player in china's like new business. 

发言人1   12:00
Assign from new modules. K, F, C is also rolling out cars by pickup service to improve convenience for customers to drive more than eight thousand K, C toes now over either right through or cars I pick up where a restaurant staff bring order to destination to pull up area. While customer await and habits are still in the early stage, the service is gaining question. 

发言人1   12:32
Supported by strong repeat purchases, over seven million members have used that this service这些，yet that still represent only three percent of our active member base, leaving significant room for growth. Let me now turn to call over to age. Thank you, joy. 

发言人1   12:53
Let me up the key highlights by brand, starting with kf c. In quarter two, both KFC seems for sales growth and system sales growth improved sequentially. System cells could seven percent, up from five percent in quarter one. 

发言人1   13:13
Same store sales for one percent. The fifth contained quarter of growth. Things for transaction grew four percent. Mona offset the ticket of decrease of three percent. 

发言人1   13:27
Tiger average was thirty six one lower year on year, mainly due to incremental smaller orders from new customer segments and occasions such as k coffee and k ril. Despite significant rider calls have wind, KF seas restaurant Martin extended twenty basis points to seventeen point one percent in quarter two OK. Margin also expanded at twenty basis points, once again demonstrating KFC strong execution and nimble Operations at scale. 

发言人1   14:01
KF, C side by side modules continue to drive incremental sales and profit while improving store economics through model iteration. K coffee cafe delivered around my single digits sales outlet to its parent stores, while April delivered around twenty percent. Capex for both cake coffee cafe and carril has come down by round half from earlier modules last year, and both are showing solid margin improvements. 

发言人1   14:37
Now moving onto Peter heart. In quarter two, system cells grew six percent year over year, accelerating from four percent in quarter one, driven by the sequential improvement in same for sales role to one per cent. Things transactions grew strongly by filth percent quarter two, marking the fourteenth consecutive quarter of growth, offsetting an eleven percent take hours decrease. 

发言人1   15:08
Ticket average was sixty eight one, moving closer to our target range of fifty to seventy one, in line with our math market strategy, mainly to went by Better value for money and incremental smaller orders, including those from solo diners and burger bar. Pizza restaurant margin was down forty basis points, mainly due to the increased cost associated higher delivery sales makes that's your value for money and expenses related to the launch of the pizza hut burger bar. The new initiatives successful ly drove incremental south and profit with a modest margin investment in the first half. 

发言人1   15:53
Restaurant margin was up ten basis points over year. Op margin expanded by sixty basis points, mainly driven by lower, closer and impairment instances, reflecting improved store performance in the second half. We expect greater Young year improvement. 

发言人1   16:12
Where is the first half in pizza restaurant margin as efficiency continue to improve and rider cost headwinds south. Moving on to store opening. We open around four hundred and nine stores in the first half, about double thEpace of the same period last year, and enter more than two hundred new cities. 

发言人1   16:37
Both equity and franchise store openings accelerated year over year in the harsher cities. We continue to densify our network primarily through equity stores to setting our powerful band momentum and Operational mode. At the same time, franchisees, which accounted for forty percent of total menu opening in the first half, are unlocking incremental opportunities for us. 

发言人1   17:06
They provide additional resources to help us expanding to lower cities, remote areas and strategic locations, with franchise stores accounting for only eighteen percent of total, stores of Young china were confident there were significant opportunities ahead. Let me now go through a quarter. Two PML system cells school six percent year on year, same source sales. 

发言人1   17:35
School one percent sequentially improved from quarter one. Our rest margin was sixteen point one percent, in line with a prior year level improvements in occupancy. Other costs offset growth in cost of sales and cost of labor. 

发言人1   17:55
Cost of cells were thirty one point five percent thirty pages point higher year over a year, mainly due to Better value for money offerings, increase packaging costs due to higher deliver those makes. And Peter has new menu items, which have higher us and are still being optimized. Commode Prices remain favorable, though the benefit was smaller than before. 

发言人1   18:22
We also improve our procurement efficiency through menu innovation and dynamic Price management. Cause of labor was twenty seven point six percent, forty basis point higher. Young year rider cost continue to increase year year in quarter two, driven by the strong growth in delivery sales mix, which rose from forty five percent last year to fifty four percent this year. 

发言人1   18:51
The margin impact from rider costs was one hundred forty basis points, slightly lower than a quarter one, and we offset most of that through enhance to our Operations. Occupancy in other was twenty four point eight percent, ninety basis points for a year of a year. The rent racial improved release renegotiations and more favorable rate in low tier cities. 

发言人1   19:18
We also implemented other initiatives to enhance Operational efficiency. Our OK margin was eleven point one percent, twenty bases poin higher you over year, achieving the ninth conceptive quarter of OP. Martin extension. 

发言人1   19:37
Savings in GNA expenses help improve open margins. Opening profit was three and report eight million dollars at second quarter record, growing seven percent year on year. That income was two hundred four four million dollars of six percent year year. 

发言人1   19:56
Excluding our investment in美团，let income go three percent year on year. Our investment in美团had a negative impact of six million dollars in quarter two compared to an next impact of fourteen million dollars in quarter to last year。As a reminder, we recognize thirteen million dollars lesson to income and quarter to this year due to a low cash baLance resulting from the cash we return to shareholders and lower interest rates. 

发言人1   20:27
Dilute AEPS for seventy cents, fifteen percent higher Young year or up ten percent excluding our investment in a twenty. Now moving on to our twenty twenty six outlook. Let me start with sales in stone. 

发言人1   20:45
We have been lapped a high deliver sales space and that tougher sales comparison will continue through the second half. That said, given our discipline execution last year and multiple growth drivers will remain confident in our ability to lead the catering industry in china, july tried broadly in line with our expectations. We are working hard to maintain positive things to our sale world in quarter three and deliver the fifteenth of constructed quarter of positive things for transaction growth. 

发言人1   21:21
Moving on to margins. Before considering the impact of the pizza hut, we expect for free restaurant margin to be stable to slightly positive year on year relative to the Philip half. Incremental rider cost pressure is expected to moderate slightly as delivery sales makes already increase to fifty one percent in quarter three last year, our continued efforts to improve Operational efficiency and up to my store cost, including rent, labor productivity and carpets, are expected to support margins, giving us room to read back in growth. 

发言人1   22:02
We expect open margin to be roughly in line with quarter three. Last year, there was a positive margin impact of about twenty basic points from some aoc government subsidies in quarters three, twenty twenty five that are not expected to repeat in quarter of this year. Some similar subsidies were already recognized in the first hand this year, though in smaller amount for the full year. 

发言人1   22:28
Without considering the impact of the Peter, how do we're confident in meeting on twenty twenty six targets, which are consistent with a range we shared at our investor day last year and in february? If include same store self index of one hundred to one hundred and two me too, high single digit system sales growth, high single digit Operating process growth, double D, J, E, P, S growth and a slight improvement in restaurant O, P margins from Young china. Additionally, we remain on track to reach twenty thousands years by year. 

发言人1   23:10
And now let's turn to the pizza hut you, which is on track to close in August. We plan to fund its transaction primarily. With that, we expect to borrow an off for bridge long of around one point two billion dollars equivalent for up to top months for longer to financing. 

发言人1   23:31
All options remain on the table, will proceed in the best interest of our and execute financing when market conditions are appropriate, will provide an update once our financing plan is finalized. The savings in the three percent license payments to Young brands are expected to add two point eight percent to pizza has restaurant O, P margins after taking V, A, T into account. This translates to approximate sixty basic point for Young china. 

发言人1   24:01
Overall, for quarter three, we expect round thirty to forty basis point possible impact to both Young china's restaurant and OP margins. And for the twenty twenty six full year, around twenty to thirty basis points after accounting for two related costs, financing, interest expense, tax and without considering the potential higher growth of pizer hot, we expect the due to be a creative to the ute EPS. Plenty of created in twenty six and my single DJ accredit in twenty twenty seven and twenty twenty eight. 

发言人1   24:40
In terms of captain returns to shareholders, we remain on track to return one point five million dollars to share voters in twenty twenty six, equivalent to around ten percent of our current market cup. In the first half, we returned seven hundred and eighteen million dollars, including five hundred and sixteen million dollars to share with purchases and two hundred and three million dollars to quarterly cash dividends. We step up sharing purchases in quarter too, reflecting what we believe was a relatively attractive sheer prize from twenty twenty seven onward. 

发言人1   25:18
We remain committed to returning around one hundred percent of annual free cash flow after a subsidiary is divided payment to non controlling interest. This translates to an average of nine hundred million dollars to one billion dollars plus in twenty twenty seven and twenty twenty eight and exceed one billion dollars in twenty twenty eight and beyond. With ownership of pizza brand supporting faster growth, we also see potential upside to our future free castle. 

发言人1   25:50
With that, let me hand back to joe for her closing reMarks. Thank you, Adrian. Looking ahead, we are firing on all cylinders to drive sales and expand our addressable market. 

发言人1   26:05
A number of our initiative have each reached or are to reach the meaningful milestone of one billion years in sales or around one percent of Young chinese self k coffee cafe generate around one billion years in sales year. We target to love that to nearly two billions on this year. April is expected to call trouble in south year over year this year and exceed one billion year in self next year. 

发言人1   26:42
K, F, C is dry through, and cars I picked up at gaining from momentum we target to reach one billion years in sales this year. Pizza have burgers, a category we introduced two years ago, is also gaining popularity. We now target over one billion year in south this year, or around five to six percent of teaser hut self. 

发言人1   27:10
We remain confidence in the strings of our friends in our ability to deliver sustainable growth. Even in the current dynamic environment, and we continue to see significant long term growth potential in china. Together with our team, I look forward to achieving our growth targets for twenty twenty six MB. 

发言人1   27:34
R. Now let me pass IT back to for thanks, joy. Now we will open the call for question in order to gave more people the chance to ask questions. 

发言人1   27:45
Please limit your questions to one at a time. Operator, please stop the Q. N. A. Thank you so much. 

发言人1   27:53
And as a reminder, to ask a question, simply press start one one to get in the queue and wait for your name to be announced to withdraw the question, press start one one again. Our first question is from Michelle tank with golden tax. Please proceed. 

发言人1   28:16
Uh hi uh joy agent flowers. Uh thanks for taking my question and uh uh congrats again for the very solid result. Uh my question is uh about the overall uh consumption environment and also um the pricing and promotion trend. 

发言人1   28:31
Uh so we actually heard from many consumer companies and also looking at the Michael data, uh, second quarter a market has been running softer and even into third quarter, uh, is not exciting and defining the weather didn't help at all. Uh, but you still deliver a very slowly result in second quarter so can show with us uh, your observation on the overconsumption. And I remember a few quarters ago, you mention the promotional activities has been more have been Better in china. 

发言人1   28:58
But given these kind of construction trend, do you see uh, any risks on the uh, emergence of this pricing trend or promotion activities in the market? And since um uh uh uh we know we have a easier base on margin, so still want to hear you are both uh how to baLance this pricing trend and uh uh promotion activities to drive the self goals. Thank you. 

发言人1   29:22
Thank you, me show. Um we are encouraged to see the rebound in june retail sales. Compare that with me actually and as Adrian mentioned earlier, and prepare with much july trap rolly in line with our expectation. Uh the there was some extreme weather um but IT was a temporary and IT has certain regional impact uh in in july uh coming back to the few trends, uh the few few few things here was noting um consumers are still willing to spend on certain occasions. 

发言人1   30:06
Uh they are still growing nicely and present attractive PPT unity opportunity such as coffee like me um and they are willing to spend a money on innovated products and experiences strong value for money and emotional value. And then additional interesting trend is we we see uh some stabilization in pricing trend. More players are willing to take pricing uh reflection uh AA stable consumer environment and the competition between the delivery platform is more rational。So these are these are positive. 

发言人1   30:52
And on top of that on top of that, we continue to see ongoing increase uh what we call chain fiction uh china china um restaurant train uh chain uh the percentage has grown from twenty percent to thirty percent plus and is still relatively low compare with uh sixty percent plus in mature market. And this this also another one a little trend going on is since April, uh, the government has tightened oversight of the food delivery related to what is cold golf kitchen. We view this as a positive department, raising the standard of the industry. 

发言人1   31:42
And we expect to benefit from our world establish for safety, which is a strategic mode for us, thus michela um Young china, a team we are working hard to thrive, traffic, sales and profit um all at the same time. And we target to maintain positive things also of growth in quarter three and deliver fifteen quarter of simple transaction on growth as well. Thank you, Michelle. 

发言人1   32:16
Thank you, joy. That's very encourage. Our next question comes from change with bank of america. 

发言人1   32:24
Please proceed. Uh, hi joe, Adrian and FLorence. Congrats again on the strong result for q two. Uh, my question is focused on our pizza hut uh china brand acquisition. H just now asia mentioned that there will be a twelve month uh, brief room. 

发言人1   32:42
But regarding the future refinancing, the do we have any options in mind that we can share with investors, say, whether these options may include individuals or even C, B in particular, there have been some market concern from some investors that if we are opting for C, B, whether this will have some active impact, either in terms of disillusion or in terms of the share Prices, uh, performance. Uh, I understand that we are always trying to take a very disciplined approach, all we trying to maximize a shareholder value. Uh, so any color or comment on our future, I would be a good thank you. 

发言人1   33:27
sure. Thank you，罗成。So indeed, as I mention the prepare remark, uh, we expect to take a bridge long of personally one point two billion dollars equivalent uh of up to twelve months to close the connection first, by the way, the clothing will take taking August as I mentioned, um the bridge loan increase rate will be approaching two percent. 

发言人1   33:50
So this will be quite and uh, your question actually focus on the take off financing or the long term refinancing? Uh, indeed, uh, we think all options are on the table, including cynical loans, including bonds, including CBS eeta and uh a given you specially ask without CB, you know，although it's actually pretty preliminary and we don't have any inclined on which instrument we take. But speaking for C, D specifically, let's say even if we choose to take C, D as to take our financing option, uh there are different ways uh to minimize or reduce the delusion meaningfully。

发言人1   34:31
Potential dilution是meaningly，for instance, uh the issue or can take a uh top call option thereby to increase the conversion premium from twenty thirty percent to as much as seventy or eighty percent. That means you know the share Price when they only gets to seventy, eighty percent premium verses you know the time when they issue the cb than the lush worker in which the shareholders were very happy, right? She's prize, but you know eighty percent up. 

发言人1   35:00
And even at the hall time, there is still an option to use net share settlement, meaning the only the indian money portion of the CB will be used will be uh ison shares。So the dilution all in all will be very limited. Um so that's about C, B uh and h. 

发言人1   35:19
You can see some of the other big technology companies actually uh the quite similar thing that what what I mentioned to minimized the dilution impact um again, uh we're still studies the different uh long term refinancing options and all the different options are on the table. But I just want to share more color giving. Thank you later. 

发言人1   35:42
Thank you. Really helpful. Thank you. Our next question comes from Lillian law with more instantly, please proceed. 

发言人1   35:53
Uh, thank you for the chance to ask question. Uh, hey, joe, Adrian and FLorence. Um is congress again on the strong? 好。Uh, my question is, uh, focusing on pizza hard again. Um I think in the a um the previous statement you mention second half pizer ging will see some improvement. Just a little IT clarification. 

发言人1   36:14
Does that include uh by back on the margin equation from the lower TV? Or is an underlying margin improvement about more technical uh, questions to clarify and uh the major questions more on the pizza hard store expansion acceleration, how do you baLance uh, this store expansion takes over sus maintaining a positive same store? Thank you. 

发言人1   36:41
Yes, i'll take i'll take the question of a living. Uh, so on your clarification question, obviously, our guidance, as we've mentioned, prepare remark is this regarding or without taking into account pizz hot deal? Uh, we do expect the rustle margin for pizza hut in the second half will enjoy a greater extension compared to the fifth hall. And the key reason is the moderation of rider cost pressure. obvious. 

发言人1   37:07
Ly, in the same half of last year, the delivery sales makes uh in the face was a bit more Normal or comfortable to to more we see are currently obviously in the second half this year，there will still be a delivery service makes increase, but the the delta year or year will be much less a meaning the rider cost pressure will be more manageable in the second half um in other cost line items. I think the world will be kind of similar uh for COS uh on the second half of pizza t, we broadly stable year over year. Uh in our lost earning release, we guided a full year for ten thirty four person CUS for pizza T. 

发言人1   37:44
I think um we should be able to uh you know deliver consistent results compared to our guidance on pizza cos. On on the long term, cos for pizza will be thirty one plus and minus one person as we always commented. Oh, I know we we do the opportunity for for extensions there. So that on the first question, the second part of the question is the relationship between store opening and come files. 

发言人1   38:07
Uh for Peter has specifically as you mentioned, um I think over the past few quarters or even the past few years, we have always trying to baLance the different factors right like a confluence store opening margin process grows and uh hopefully is fair to say that we successfully delivered uh ripe or proper baLance in most of the quarters or hopefully you know in the past a few years uh in a in a in a consistent manner uh and indeed we see lots of untapped PPT unity s for pizza hut here in china, obviously for KFC two. But you ask about pizza, so we will open the stores. Uh, we will not slow down the store opening and uh you know and incomes of store opening. 

发言人1   38:51
Uh, we do open door across different tears. Hy city city city, uh for pizer, particularly the logical penetration, there are actually lot of opportunities, right? H we are kind of the under represented there compared to where we are for for KFC and compared to some of the local chinese QSA brands there. 

发言人1   39:12
Um so a and for hyper city, uh we will also continue defend our market leadership and open to work in highest city. And I think you you focus on the you know the relationship between door opening and councils. There are different ways where we can manage to reduce the those transfer by store opening. 

发言人1   39:31
For instance, when we open to starts into a teacher channels like hospitals, even with the campuses, the file transfer will be rather limited. Like because is a kind of close crazy, for instance, one will open towards in low at your cities, uh, because there are lot of White space, uh, the self transform be rather limited and also that similarly true for outscore areas in hybrids too. So as always, will try to baLance the different metrics and hopefully deliver a celebrity sult that satisfactory to our shareholders. 

发言人1   40:00
Thank you. Thank you. That's very clear. Thank you. 

发言人1   40:07
Our next question come from and link with the frees. Please resume. Hi uh hi management here. Thank you very much uh for taking my question. Um uh also on the pizza hot side, um we see um uh pizza uh the the burger aba um having in a very good of momentum and and we are like now expanding to more um uh more locations um but for me is that you know I would like to understand like because we are offering burger uh some the product itself something similar to that of pizza. 

发言人1   40:42
So how do we um like prevent from you know canabal zone and uh IT seems that like can not we do have like you know incremental self. So um as a customer possibly like you know even when they go to the store, I might want to go for AA burger. So in that case, like you know how do we like you know maintain or um or prevent the um cannabis zone and also let you know for the incremental um growth come out from the burger bar. 

发言人1   41:08
Um where do you think the market shares come out from? Um what is the the the the customers that you have attract? Um uh that I knew to you yeah that's my question. Thank you. 

发言人1   41:20
Can validation with what uh and was the existing parent yeah OK um so so and the the overall market of the burger facial is growing very uh, so that is a good starting point. And when we when we decided to launch the the pizza burger，uh is very clear among our team that the products need to be very unique. Uh so is unique compare to c to start with um that the bund, uh a big fresh in a store. 

发言人1   42:06
So that is where you need not only comare curacy but many other uh, in combat player in the market. And then the paddy were prepare, uh, be in order. Uh, so the quality product is is, is fantastic. And I think after learning from over two hundred locations，we can see uh we are public competing with business. 

发言人1   42:32
They they focus on the broker uh so so given to the big brother share is that he uh is is is a missing le这些so uh and and and the burger a quite unique different uh so this is not the target uh but from other people focus um um branch。And then in terms of cannabis zone with pic AVC incremental cells because is always good to offer choices to customer by offering a new category。Uh and we can see that in a number, I mean, is the double digit sales to the parent stores and the margin is nice. 

发言人1   43:27
Therefore, uh, within few months, we built over two hundred location and now we are telling to increase to five to six hundred. And we are talking about, you know a billion cells, uh a billion yen cells, which is five to six percent of the pizza hut sales. Uh so that is pretty uh, fast. 

发言人1   43:50
And uh the fundamentally and is the quality of the product that matter moves uh and then of course, uh the value for money is there, uh, and the brain is there, uh, that that's how we build that's how we build our business. Uh, so we are very, very excited and hopeful about uh, this incremental business. Yeah, definitely. 

发言人1   44:16
I see that i'm you're also also ferrin burger at黄帝煌。No, i'm looking forward to to to他的可爱。Thank you. 

发言人1   44:24
So is, is, is, is, is, is, is really good. Yeah, I hope you like IT your outline. OK, thank you. 

发言人1   44:32
Thank you and thank you. Our next question, come to shop with city pery. Hi, hi, joy. 

发言人1   44:43
Can any hi? Yeah, i'm like to take this opportunity to ask more about people that ah because these are four times you have to electors after announce acquisition of the grand um we have to try to understand how big changes you were going to the business after president for example, after validation part a few years uh what do you think would be a no honey food on the basis of to require the brand and what has been chAllenges during the revitalization uh process? And how could you use the self home brand ownership ship to bridge the differences and and make the chAllenges more like um less and also we big changes in the busy looking forward like even transform. 

发言人1   45:37
That is a model of bizz. So anything I need color on that would be very helpful. Thank you. Suppose we feel like we need a separate meeting just for that topic. 

发言人1   45:51
Let let me try to answer at the high live here，you are asking about the chAllenging revitalization and then with acquisition of the bring any additional some of the changes if that what I hurt you um we start the pizza heart transformation back to twenty seventeen by twenty twenty four。Uh, we share with our shareholder that we reach day inflection point. So he has been a long and committed transformation. 

发言人1   46:32
And you know I am very honest to say that the transformation is main fundamental. Uh, we we built the core capability from the product, for example the the cross uh, the doma aster, the the the the cross technology and know how we just learn the multigrain cross uh in june and IT became instant hit。And this will not happen if we have not filled our core capability in in the door in the last many years. 

发言人1   47:16
Uh we we show a menu pizza right now is only forty percent of ourselves, which is significantly from from the rest of pizza business outside china. Uh, we also you know recently launch burger uh burger business. And I think with with this burger story, I would like to sol of a uh answer your question about, you know what is the benefit of the brand ownership uh, in the past because we do not own the brand even when we have this brilliant idea of doing披萨这个吧。You can imagine there were a lot of conversation behind the sea. 

发言人1   48:03
A Young has been very, very good partner, but still a the communication takes time. Uh, the explanation, the lodge and how would the impact the old pizza brand property? All this conversation takes time. 

发言人1   48:20
And you know there are many benefit for the brain ownership because not only we are buying the brain, but we also are going to own the recipe, uh the tremor and many other things. And with that we will have um Better ability to be yet or to respond uh to the market changes. Uh, our action would be faster and shower. 

发言人1   48:50
And that strategy, independence and speak is quite valuable. Um so so among among among the many other benefit, this is this is one. And additionally, if I could highlight IT does help us to open stores even faster. Uh, you know you have very good and number. 

发言人1   49:15
You will probably you are public aware for one alone you know the披萨china news store opening is more than one hundred percent of the global opening for that way um and we could open the store even faster。Why the. You, you, you understand and fully appreciate when we open store, we want the quality first. 

发言人1   49:43
That means we would look at what other store, which two, three year papers and then we open store. So now with the additional margin of two point eight into our restaurant margin, more with me a requirement and thus we are uh increasing the guideline of next news open to eight hundred on the condition that they will make hour two to three years um payback。So I think with that, i'm going to pause about what other benefit in again, I think um yeah we need more time to go through this particular topic. 

发言人1   50:27
Thank you again, 小坡，thank you. Reportedly the university on this topic. Thank you one moment for our next question that comes from Christian pang with the s please proceed. 

发言人1   50:45
Um thank you for this uh opportunity. Raise a question. So I have a question for uh for for joy. So joy I know this that in the presentation um you actually um you know spend a great a bit of time talk about the new initiatives, special in terms of uh product innovations. 

发言人1   51:04
So just to um um you know to the border picture, we also noticed that the chinese government has been trying to advocating uh house here um you know diet for the general public um in view of the increasing um in the health care cost pressure for the government。So I was just wondering, uh what's management sorts uh towards this initiative. And also i'm also very keen to understand a supply chain you know efforts. 

发言人1   51:37
Uh you know any chAllenges uh when you are um you know try to um you know more house yeoh choices uh such as uh you know a pro um is uh to to the a to the consumers uh h of Young china. Thank you. Thank you Christian um we want to be more specific about a the growth of new initiative because given care c size of business, it's quite hard to highlight a the the scale of the initiative. 

发言人1   52:12
But once we find out you know they are actually quite big already like k coffee is one billion year sales and then we're going to double to take two billion. And then k pro, we are true. I mean the world is is is for x is not even two x and I we're gonna ach one billion years and all these are very sizable if is a staying alone business. 

发言人1   52:37
So we highly that for that reason and come to your question about um the diet, I would like to point out that Cathy and pizza harpole offer very healthy diet too. Protein is very healthy. Chicken is very nice protein. Um what we talk about for April is light new um and that's the important concept. Light light new um is growing very nicely if you can see, because the concept h the concept is is good and um and both in terms of food and also drain. 

发言人1   53:20
So that meal is about protein again uh and that also include pizza hut, our reason light meal platform of the multi grain class piece with the protein uh protein topping like the chicken and the egg and then mix with vegetable um and then on the on the dream side, uh the the drain come with protein again is a is is getting very popular uh so so so certainly area very nicely. So so h forkful is not something that new. We start to open the third day. 

发言人1   54:00
So that was twenty seventeen actually. So we've been working on the menu year after year, year after year, year after year, until we get to the menu that customer like with the right baLance of the protein, the Carry uh and vegetable except and then when they come to the surprising the key thing abo surprising in china and for its food safety. And we are absolutely coming to IT and everything we produce a we we we we provide in k pro. 

发言人1   54:43
And then also the new for pizza uh is from our surprising and we share the suppliers between uh the the the two brands and our smaller brand as well. And again, the kissing is uh get a uh committed for eh best to focus and and that's our tradition move as well. So we are very confident uh about the like new option uh because is not only is is like is the contest is great, but customer trust of safety. 

发言人1   55:23
You can see paper we have 6个安心six six promise。If we go up a deeper and make one more common before II conclude my answer here is um for safety，for light meal, the required is even higher than for chicken. It's much harder to achieve for city, for for salt weather chinese. 请关注公众号思维纪要社，更多纪要请加V西安20210130。算了，我先下了and projecting，thank you. 

发言人1   56:07
Thank you. Our last question from eaten one with CLS. A. 

发言人1   56:16
Good evening, and congress for the result. again. H my question is on k coffee. Uh k coffee is now an important contributor to KFC sales. 

发言人1   56:25
Just wondering um how the same store sales growth trend going in the second quarter and third quarter because we noticed for the other coffee and p companies um because of a high base because because of delivery red subset um seems our south could has been pretty weak started from south n quite so just wondering um how's that going with with with cake coffee? Thank you. Thank you. 

发言人1   56:49
Even you know you know us quite well already, you and me. I'm sure you are aware whatever we do, the execution is always very and that applies to cake coffee as well. Um for cake coffee last year, we get to the cells of one billion years, so and for twenty twenty six we are going to get to two billion pilot and IT still uh contributing about a missing le digits. 

发言人1   57:21
Think those cells to the parent store and the take average or the the the the the Price per per cup is still a similar level compare to last year year。So you know, I am afraid i'm going to give you applying ly stable answer，uh, which is sort of our our style here. Anything else to IT? Sure sure, indeed。So we don't separate discount to comp sales for k coffee cafe as as the module. 

发言人1   57:59
Uh, but what we can say is, uh obviously the the daily cells is higher than the predestined wp here the time right that speaks for the consumer minsheng improvement. And we have always been making the common like coffee cafe thus somewhat benefit from the delivery war and increase in consumer mind sheer there, thereby helping us do a lot of new location extension. Now is more than thirty three hundred locations, and now we guide them more than five thousand location. 

发言人1   58:26
End of next year, which is two year, I had a schedule. And you know one of the key uh, precondition for us to do that is really the the daily capture that has to be increasing in a very healthy way, right? And then we're very happy to see and now the delivery war at is very sh uh for continue for beverage sector, uh, but the daily cup store is higher than the predetermined time. 

发言人1   58:50
So we are pretty satisfying大thank you reason。But thank you joy. Thank you, adam. 

发言人1   58:56
Thank you. Thank you. Thank you, john, and thank you you. 

发言人1   59:00
Now we will um conclude our QN. A. session. 

发言人1   59:05
Thank you for joining the call today. Thank you in this conclusion conference. Thank you for participating. And you may now this. 
