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Relevant reports:

China Restaurants: Revisiting the cost inflation risk from rising oil price and El Nifio
impact

China Restaurants: Monthly Tracker: Aug update: SSSG stabilized but weather led to
volatility; FMD toughest base already behind

Yum China Holdings (YUMC): Asia Leaders Conference 2026 Takeaways: Weather
impacts near-term trends, vet long-term growth drivers intact

3Q26 earnings preview

KFC: We forecast KFC SSS -1% yoy in 3Q26 (vs. 2Q26 of +1%), implying 89% of the
pre-Covid level (vs. 2Q26 of 89%). We expect 320 net store additions in 3Q26
(including 150 FC stores), reaching 14,109 stores and driving KFC’ s reported sales
growth of 8.6% yoy. On the margin side, we expect KFC’ s restaurant margin to
decline by 0.3pp yoy to 18.1%. This reflects a 0.5pp higher labor cost ratio and 0.3pp
higher food & paper cost ratio, partly offset by 0.5pp savings from occupancy & other
costs. We expect reported OPM to decline by 0.2pp yoy to 15.8%.

Pizza Hut: We forecast SSSG -1% yoy in 3Q26 (vs. 2Q26 of +1%), implying 86% of the
pre-Covid level (vs. 2Q26: 89%). We expect 120 net store additions in 3Q26 (including
40 FC stores), reaching 4,669 stores and driving PH’ s reported sales growth of 8.0%
yoy. We expect PH’ s restaurant margin to expand 1.7pp yoy to 15.2% in 3Q26. This
is driven by 2.4pp lower occupancy & other cost ratio from both license fee saving
and cost optimization, offset by 0.3pp higher food & paper cost ratio and 0.3pp
higher labor cost ratio. We expect OPM to expand 2.4pp yoy to 11.4%.

At the group level, we expect YUMC to report sales/reported OP/NI growth of
+9.3%/+10.4%/+8.4% yoy (or +3.4%/+4.5%/+2.5% FX-neutral). This includes US$1mn
revaluation gain on Meituan shares in 3Q26 (vs. US$10mn loss in 3Q25). We expect
net interest income to fall to US$7mn (vs. US$23mn in 3Q25). We estimate a cash
dividend of US$0.29 per share (about US$98mn) and have factored in share
buybacks of US$262mn in 3Q26. In total, we estimate the company could return
around US$361mn to shareholders in 3Q26, leaving c.US$374mn of the remaining
quota for 4Q26, assuming the group delivers its guided US$1.5bn of shareholder
returnsin 2026.

What should we expect on the earnings call?

On the earnings call, we expect investors to focus on: 1) Recent trends in terms of
SSSG and margin by brands and by channel; 2) Updates on Pizza Hut expansion
strategies and further margin improvement levers; 3) Key KPIs on new businesses,
including store expansion plans, sales and margin contribution (e.g. Pizza Hut
Wow/Burger/Grill store, Kcoffee/Kpro); 4) Updates on franchise business and
profitability; 5) Competition dynamics and pricing strategy; 6) Potential impact from
El Nifio and elevated oil price.
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&%= 1: 3Q26E earnings preview

3Q26 (in US$ mn or %) GSe Growth yoy Cix 3;:”'1 Margin  Margin yoy
Sales 3,504 9.3% 3.4%
SSSG (1%) -2ppt
Restaurant profits 567 9.2% 3.3% 17.4% 0.1ppt
Operating profit (reported) 441 10.4% 4.5% 12.6% 0.1ppt
Net profit 306 8.4% 2.5% 8.7% -0.1ppt
BHHER: QFNE, SREWRAMALE
El£= 2: We expect group restaurant margin to slightly [El% 3: Most commodity prices slightly picked up in Sep,
increase yoy in 3Q26E except for white feather broiler
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EZ% 4: YUMC earnings revisions

(US$ millions) 2026E 2027E 2028E
New Old Change New Old Change New Old Change
Total revenues 12,980 12,953 0.2% 13,760 13,842 -0.6% 14,622 14,829 -1.4%
Company Sales 12,037 12,012 0.2% 12,627 12,707 -0.6% 13,295 13,488 -1.4%
Franchise Revenues 126 126 0.2% 156 155 0.1% 185 185 -0.1%
Others 816 815 0.2% 977 979 -0.2% 1,143 1,155 -1.1%
Food & paper costs (3,805) (3,777) 0.8% (3,955) (3,978) -0.6% (4,152) (4,211) -1.4%
Payroll costs (3,321) (3,325) -0.1% (3,528) (3,535) -0.2% (3,733) (3,756) -0.6%
Occupancy & Other Operating Expenses (2,937) (2,958) -0.7% (3,007) (3,111) -3.4% (3,138) (3,291) -4.6%
Restaurant profits 1,974 1,952 1.1% 2,137 2,083 2.6% 2,272 2,230 1.9%
G&A and other operating income/expenses (503) (502) 0.1% (501) (510) A.7% (504) (515) -2.2%
Operating profit- reported 1,471 1,450 1.4% 1,636 1,573 4.0% 1,768 1,715 3.1%
Net interest income/expense 38 49 -23.0% 15 38 -60.0% 19 41 -54.4%
Pre-tax profit 1,493 1,482 0.8% 1,651 1,611 2.5% 1,787 1,756 1.7%
Income Tax Expense (403) (400) 0.8% (446) (435) 2.5% (482) (474) 1.7%
Net Income - reported 1,021 1,014 0.7% 1,132 1,105 2.4% 1,225 1,204 1.7%
EPS - Basic 2,98 2.96 1.0% 3.48 3.38 3.2% 3.91 3.80 3.0%
EPS - Diluted 297 2.94 1.0% 3.46 3.36 3.2% 3.89 3.77 3.0%
YoY %
Total revenues (cFX) 4.7% 5.3% -0.7ppt 6.0% 6.9%  -0.9ppt 6.3% 7.1%  -0.9ppt
Total revenues 10.0% 9.8% 0.2ppt 6.0% 6.9%  -0.9ppt 6.3% 71%  -0.9ppt
Company Sales 9.0% 8.8% 0.2ppt 4.9% 5.8% -0.9ppt 5.3% 6.1%  -0.9ppt
Franchise Revenues 21.5% 21.3% 0.2ppt 23.1% 23.3% -0.1ppt 18.9% 19.1%  -0.2ppt
Food & paper costs 10.1% 9.3% 0.8ppt 3.9% 53%  -1.4ppt 5.0% 58% -0.9ppt
Payroll costs 11.2% 11.3%  -0.1ppt 6.2% 6.3%  -0.1ppt 5.8% 6.3%  -0.5ppt
Occupancy & Other Operating Expenses 5.1% 59%  -0.8ppt 2.4% 52% -2.8ppt 4.4% 58% -1.4ppt
Restaurant profits 9.5% 8.3% 1.2ppt 8.3% 6.7% 1.6ppt 6.3% 71%  -0.8ppt
G&A and other operating income/expenses 7.0% 6.8% 0.2ppt 51% 6.3%  -1.2ppt 5.7% 71%  -1.4ppt
Operating profit- reported 14.1% 12.4% 1.6ppt 11.2% 8.5% 2.7ppt 8.1% 9.0%  -1.0ppt
Net Income - reported 10.0% 9.2% 0.8ppt 10.8% 9.0% 1.9ppt 8.2% 9.0%  -0.8ppt
Margins %
% of company sales
Food & paper costs (31.6%) (31.4%)  -0.2ppt (31.3%) (31.3%)  0.0ppt (31.2%) (31.2%)  0.0ppt
Payroll costs (27.6%) (27.7%) 0.1ppt (27.9%) (27.8%)  -0.1ppt (28.1%) (27.8%)  -0.2ppt
Occupancy & Other Operating Expenses (24.4%) (24.6%) 0.2ppt (23.8%) (24.5%) 0.7ppt (23.6%) (24.4%) 0.8ppt
Restaurant profit margin 16.4% 16.3% 0.1ppt 16.9% 16.4% 0.5ppt 17.1% 16.5% 0.6ppt
Operating profit- reported 11.3% 11.2% 0.1ppt 11.9% 11.4% 0.5ppt 12.1% 11.6% 0.5ppt
Effective tax rate 27.0% 27.0% 0.0ppt 27.0% 27.0% 0.0ppt 27.0% 27.0% 0.0ppt
Net margin 7.9% 7.8% 0.0ppt 8.2% 8.0% 0.2ppt 8.4% 8.1% 0.3ppt

Other operating metrics

SSSG 0.1% 0.9% -0.8ppt 1.0% 2.0% -1.0ppt 1.0% 2.0% -1.0ppt
KFC 0.2% 1.0%  -0.8ppt 1.0% 2.0%  -1.0ppt 1.0% 2.0%  -1.0ppt
PH -0.3% 05%  -0.8ppt 1.0% 20%  -1.0ppt 1.0% 20%  -1.0ppt

Total number of stores 20,286 20,286 - 22,696 22,566 130 25,116 25,036 80
KFC 14,447 14,447 - 15,897 15,827 70 17,347 17,247 100
PH 4,823 4,823 - 5,633 5,463 170 6,453 6,133 320
Others 1,016 1,016 - 1,166 1,276 (110) 1,316 1,656 (340)

Growth of total store count yoy 121% 12.1% 0.0ppt 11.9% 11.2% 0.6ppt 10.7% 10.9%  -0.3ppt
KFC 11.2% 11.2%  0.0ppt 10.0% 9.6%  0.5ppt 9.1% 9.0%  0.1ppt
PH 15.7% 15.7% 0.0ppt 16.8% 13.3% 3.5ppt 14.6% 12.3% 2.3ppt
Others 8.5% 85%  0.0ppt 14.8% 25.6% -10.8ppt 12.9% 29.8% -16.9ppt

FRER: SEERG IR

Price Target Risks and Methodology - Yum China Holdings

Valuation methodology: We are Buy rated on YUMC with 12-m SOTP-based target
prices of US$60/HKS467 for the ADR/H-share. Our target multiples are 11x 2026E
EV/EBITDA for KFC China and 7x for Pizza Hut China.

Key downside risks: 1) weaker-than-expected SSSG; 2) higher-than-expected
commodity costs; 3) stronger-than-expected competition; and 4)
lower-than-expected execution efficiency.
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Yum China Holdings (ADR) (YUMC) Stock Price Currency : U.S. Dollar Yum China Holdings (H) (9987.HK) Stock Price Currency : Hong Kong Dollar
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Source: Goldman Sachs investment Research for ratings and price targets FactSet closing prices as of 6/30/2026 - “Source: Goldman Sachs Investment Research for ratings and price targets: FactSef closing prices as of 6302026,
O Rating Covered by Michelie Cheng Rating Covered by Michelle Cheng
W Price target B price target
% Price target at removal Not covered by current analyst ®  Price target at removal Not covered by current analyst
S&P 500 Hang Seng China Ent.
The price targets shown should be considered in the context of all prior published Goldman Sachs research, which may or The price targets shown should be considered in the context of all prior published Goldman Sachs research, which may or
may not have included price targets, as well as developments relating to the company, its industry and financial markets may not have included price targets, as wellas developments relating to the company, its industry and financial markets.
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Yum China Holdings (H) (9987.HK) Yum China Holdings (ADR) (YUMC)
Date of report ~ Target price (HKS)  Closing price (HKS) Date of report  Target price (5)  Closing price ($)
07-Oct-26 467.00 322.60 07-Oct-26 60.00 40.65
30-Jul-26 459.00 365.80 30-Jul-26 59.00 46.47
29-Apr-26 452.00 379.20 29-Apr-26 58.00 48.69
31-Mar-26 450.00 385.40 31-Mar-26 57.70 48.78
04-Feb-26 456.00 392.40 04-Feb-26 58.50 53.14
21-Jan-26 448.00 375.80 21-Jan-26 57.50 48.75
04-Nov-25 436.00 352.00 04-Nov-25 56.00 44.82
14-Oct-25 413.00 331.80 14-Oct-25 53.00 43.07
30-Apr-25 447.00 362.60 30-Apr-25 57.00 4331
03-Jan-25 452.00 354.00 03-Jan-25 58.00 44.61
04-Nov-24 460.00 360.60 04-Nov-24 59.00 48.30
02-Oct-24 437.00 393.20 02-Oct-24 56.00 51.01
06-Aug-24 383.00 252.80 06-Aug-24 49.00 33.37
27-Jun-24 406.00 241.80 27-Jun-24 52.00 31.32
15-Apr-24 445,00 295.00 15-Apr-24 57.00 37.73
01-Nov-23 476.00 356.20 01-Nov-23 61.00 44.56
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