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发言人1   00:00
Today, and thank you for standing by. Welcome to Young china's first quarter twenty twenty six earnings conference, ccl. At this time, all participants are in the listen only mode. 

发言人1   00:11
After the speaker's presentation, there will be questioned and session to ask a question. During the session, you will need to press star one one on your telephone. You would then hear an automated message assizes your hands raised to withdraw your question. 

发言人1   00:27
Please press start one one again. Please be advised today's conferences being recorded. And i'd like to hand the conference over to your first speaker today, miss FLorence lip, senior director, investor relations of Young china. 

发言人1   00:43
Please go ahead, man. Thank you, Operator. Hello, everyone, and welcome to Young china's third quarter twenty, twenty six earnings conference call. 

发言人1   00:55
With me on the call are our cee o, mr. Joy, what, and our CF. O, mr. 

发言人1   01:00
agenting. Before we begin, please note that our reMarks and investor materials continue for looking statement. These are subject to future events and uncertainties, and actual results may even materially. 

发言人1   01:16
Please refer to the cautionary statement in our earnings is release and the risk factors in our SC. C filing. We also discuss non gat measures. 

发言人1   01:26
The comparable gat measures and reconciliation are in our earnings release on IL dot in china dot com. You can also find the web touch replay and the presentation there. Please note that all year, the year growth rates is whose the impact of own currency, unless otherwise weed. 

发言人1   01:47
With that, i'll turn the call over to joy, what CEO of Young china joy? Hello, everyone, and thank you for joining us. In quarter three, we continued to grow sales and profit year over year. 

发言人1   02:03
In reporting, currency revenue grew eight percent, Operating profit grew thirteen percent, and by lute, E, P, S, grew twenty percent, partially supported by favorable foreign exchange impact, is growing foreign exchange impact. System cells grow three percent year over a year in quarter three, and continued to or perform the cattle industry cal Operating profit through six percent year over year. We also achieved our tenth consecutive quarter of system cells Operating profit and OP margin growth. 

发言人1   02:45
Importantly, we have delivered double digit dilute to EPS growth year to date and in each of the past three years, excluding the major investment in quarter three since sales reach monkeys seven percent of the prior year's level, primarily reflecting top lapping from last year's delivery platform subsidy and the impact of extreme weather this August. Without due focus on innovation, Operational efficiency, restaurant and OP. Margins improved fifty and forty fifth year over year respectively. 

发言人1   03:27
This margin expansion demonstrates the resilience of our business and the disciplined execution of our teams in mitigating the sales. The leveraging impact IT was also partially supported by license, a savings following the pizza had rank acquisition in england, china. We delivered our fifteenth consecutive quarter of positive things to transaction growth, a key element of our growth strategy. 

发言人1   03:59
I'll breakthrough side by side models are helping us capture new occasions and drive incremental cells and profit. We also continue to build our brain and attract more customers to our stores through compelling install offers and experience as well as greater take away convenience. Dying and take away performance improved sequentially. 

发言人1   04:26
Fucking the previous trend at six members grew six percent year over a year to two hundred and seven eight and I go is to engage them across even more occasions. We also continue to accelerate new store openings, adding close to seven hundred net new stores. In court three, a new quarterly record total store car was nineteen thousand nine hundred and eighty nine, keeping us on track to surpass twenty thousand stores this year. 

发言人1   05:01
Thanks to our teams strong execution innovation, we delivered solid Operational efficiency, which was particularly important this quarter. We proactively review our store portfolio to reduce rent and lowered delivery rider course on a per older basis. We also improved approaching and efficiency through menu innovation. 

发言人1   05:28
Together with dynamic promotions, this allows us to offer great value for money to consumers to ease the burden of a front in we have been automating and digitizing certain tax and shifting songs to our Operation support center center. By combining from line Operational experience with AI enabled intelligence. The center supports inventory with punishment, staff scheduling as well as recruiting, training and online customer service for our restaurant teams. 

发言人1   06:05
All these efforts have contributed to a margin expansion and will continue to support our growth going forward. Our innovative side by size modules have become meaning contributors to incremental sales and profit. The store economists have also improved. 

发言人1   06:24
Take coffee cafe exceed four thousand locations. The apple Sparkling americano saw more than one million cups per week during the peak summer season. Non copy drinks more than tripled year over year in quoter three, with the addition of the popular mango, palo sagger, 杨枝甘露and Sparkling tea。

发言人1   06:49
April, the past seven hundred locations, we expanded the venue to broaden its appeal, developing sandwich as another sales profiler, a longside energy boats. We also introduce high providing movies, which have been particularly popular with certain consumer segments and have generated strong repeat purchases. Cro is now in around two hundred and fifty cities, demonstrating solid potential for further growth. 

发言人1   07:23
PSA had burger bar reached more than three hundred locations in fifty cities, contributing the potation incremental cells and meaningful profit to parent stores. Overall, pizza has logger category captured new customers, especially Young people and solo diners, with sales growing in the high double digit percentage year over a year in quarter three as side by side models. Help us catch your new occasions. 

发言人1   07:55
Our hero products ankle out strong fundamentals, inspiring innovations to drive sales and solo. But in August, KFC launched the intriguing orio original rec chicken burger奥利奥原味鸡汉堡，a new twist on last year's original recipe chicken burgers with coco fund and creamy oil blend source. Trust me, IT does take very good on its birthday. 

发言人1   08:25
We sold more than one point five million burgers, roughly three times the launch day sales of the original recipe chicken burgers last year at pizza hutt. Pizza is our hero category, attempting for over forty percent of sales. We sold seventeen percent more pizza year over year in the first nine month. 

发言人1   08:50
In August, we launched the exciting hand help pizza sowar pizza targeting solo diners and on the goal occasion, make with our latest low sugar multi gram cut and available with a variety of toppings. IT offers a high protections under five hundred cards. The handheld pizza throws strong repeat purchasers and attracted Younger customers, helping us step into the emerging like new market. 

发言人1   09:24
Let me now turn a call over to asia. asia? Thank you, joe. Let me up the key financial highlights by brand, starting with KFC. 

发言人1   09:35
In quarter three, KF, C open over five hundred and stores and exceeded forcing thousand. Total dose system of cells grew three percent year over year. An Operating profit grew four percent over year. 

发言人1   09:50
Same store sales index was ninety seven percent of the five years level things for transactions through three percent year over year ticket average was down five percent to thirty six run the rapid growth of incremental smaller orders from new customer segments and ocasio such as k coffee and k pro was partially offset by the increase delivery mix, which Carries a relatively higher ticket average. This offset was less than in the first house due to slower year over year delivery. Mixed KFC rescue margin improved by ten basis points over year as efficiency gains more than of service. 

发言人1   10:37
Leveraging this once again demonstrates our resilience and strong execution. Moving on to pizza. In quarter three, pizza hut added nearly two hundred and nine new stores, with total stores the passing forty seven hundred across thirteen hundred cities. System cells grew one percent over year. 

发言人1   11:02
Operating process grew twenty one percent year over year, partially supported by pizza license savings previously payable to Young ands things or sales index was ninety seven percent of the previous level with conduction of five percent year over year. The fifteen s consecutive quarter of growth taking average was down eight percent year year to six five UN. In line with our math market strategy, primarily driven by value for money offering and incremental smaller orders such as those from solo diners. 

发言人1   11:41
Pizz hut restaurant margin improved by one hundred ninety basis points or up thirty basis points year over year. Excluding the licensee filings, swimming Operations and automation more than offset higher costs of sales. Let me now goes without a quarter. Three p nl. System cells through three percent over year, mainly driven by store growth. 

发言人1   12:06
Thanks for salvy index with ninety seven percent of the previous level against the top comparison from last year's delivery plat on subsidies having account for the later start of the summer holiday, july was broadly in line with our expectations. August was more chAllenging than expected, more frequent our weather impact consumption, particularly in east china, one about strongest markets. Delivery subsidies also scale back faster than expected. 

发言人1   12:41
We step up our efforts and those index sequentially improved in september. Our rest for margin was seventeen point eight percent of fifty basis points go over occupancy in other improvements more than after higher courts of service and labor. Cost of sales was thirteen one point five percent, up twenty bases points over year, mainly from Better value for money offerings and investment in our new modules, including cake, coffee cafe, cro and burger aba. 

发言人1   13:18
House of labor was twenty six point five percent, up thirty bases point over year. Writer costs remain a headwind, although the impact moderated from first hand to thirty basis points this quarter, we kept nononono costs relatively stable, with efficiency gains offsetting wage inflation and sales. Elaborating, occupancy in other was twenty four point two percent and down one hundred basis point year over year. 

发言人1   13:49
Help by these renegotiations, more favorite rents in lower your cities and other efficiency. Initial PSA license savings also contributed thirty basis points of over year improvement. OP. 

发言人1   14:06
Martin was thirteen point zero percent, up forty basis points year over year. Operating profit was born with fifty one million dollars growing six percent year over year. That income was three hundred and eleven million dollars, up three percent year over a year or flat. 

发言人1   14:26
Excluding the美团investment，our美团investment had a positive impact of one million dollars and forty three compared to a negative impact of eight million dollars in one or three last year。As a reminder, we recognize sixteen million dollars less than interest in coming quarter three this year due to a lower cash baLance resulting from the cash we return to shareholders, lower interest rates and more interest extends to fund the pizza hut I looted. EP, S was ninety one cents, up four percent over year, or eight percent, excluding the metal investment. 

发言人1   15:06
Following the completion of the pizza t brand acquisition, pizza hut was no longer subject to licensees, resulting in around thirty places points benefited to post restaurant and open margins in quarter three, net of interest and financing expenses and taxes. The acquisition was a created to dilute EP. S. 

发言人1   15:28
By around two cents in quarter three, that's turned to store openings. In the first nine months, we opened the record of one thousand eight hundred and eighty eight. Nine new stores were entering new cities and adding to a density in existing cities to Better service to customers. 

发言人1   15:49
With our due focus on system service growth and same sort those growth over hop, our new stores were open in new cities, strategy locations or trade zones with known dying or delivery coverage with nearly twenty thousand doors spending two one two tier, seven cities a red market playbook. 请关注公众号思维纪要社，更多纪要请加V西安20210130 is essential。We develop store format for lower tier cities, including KFC, small town pizza mile and the Kelsey and pizza german ize formats. 

发言人1   16:30
These formats account for more than half of the new stores opening lower cities this year. A. We also introduce a tailor menu at K, F, C for select lower cities to Better match consumer is in these markets. 

发言人1   16:44
IT is a simplified menu, features our signature products announced specially designed items to deliver excEllent value for money. Food is mostly made to order to set the lifestyle in smaller cities. Our new stores remain healthy with a payback curate of around two to three years. 

发言人1   17:05
With a lower store opening hurdle and more flexible store formats with Better suited menus, we see significant opportunities across thirty years. Accordingly, we are raising this year's menu store target from nineteen hundred for over twenty four hundred, with more than twenty thousand five hundred stores expected by year ends. We're moving closer to our goal of thirty doors by twenty 12题。Now moving onto our twenty twenty six outlook. 

发言人1   17:37
Let me start with sales. While working hard to deliver a sequential improvement in same store sales index in quarter four. Despite its higher base, while we continue to face tough comparisons from last year's delivery subsidies, we exited quarter three with Better momentum in september, and october was broadly in line with our expectations in november. 

发言人1   18:03
The autumn school break is slightly more brought bed than last year, which, who provide some tailwind overall, were confident and deliver our sixteen connected quarter of positive things for transaction table. Moving on to margins. Before considering the impact of the pizza deal, we expect open margin to be relatively stable year year for Young china in quarter four. 

发言人1   18:33
We expect rider cost pressure to moderate and our efficiency and cos initiatives to support margins, including rent, labor productivity and capex. As a reminder, quarter for a seasonally lower in sales and profit. So so volatility could have a more cotton possibility impact the pizza. 

发言人1   18:55
You will have a full quarter benefit in quarter four. IT is expected to contribute around fifty to sixty basis points of incremental restaurant and op margin to Young china. The pizza is expected to be a crazy to quarter four diluted EP. 

发言人1   19:12
S. Looking ahead to twenty twenty seven, we're confident in delivering both sales and profit in line with the three year growth algorithm outline at our investor day last year. A as we continue to accelerate, store openings were targeting zero to two percent same store those roads on a full year basis, in line with our investment target. 

发言人1   19:36
We will provide more details on two thousand and seven when we report our quarter four earnings in february. In terms of capital return to shareholders, we plan to return one point five billion dollars to shareholders in twenty twenty six, around ten percent of our market cap. In the first nine months, we returned a billion and eighty million dollars, including seven hundred and seventy eight million dollars of buybacks and three hundred and two million dollars of dividends. 

发言人1   20:08
In quarter four, share repurchases will be around three hundred and fifty million dollars, or about twenty percent about the average quarter to run rate in the first nine months from twenty twenty seven. We remain committed to returning around one hundred percent of our annual free cash flow after a subsidiary dividend payment to non controlling interest. This is expected to be about nine million dollars to one billion plus dollars on average in two thousand and seven and twenty twenty eight and exceed one billion dollars from twenty twenty eight onward. 

发言人1   20:44
Our capital return program reflects the confidence in the long term earnings power of our business. With that, let me hand IT back to joe for future both drivers and closing reMarks. Thank you, Adrian. 

发言人1   20:58
As we expect sales growth to pick up over time, let me walk you through our key growth drivers. In quarter four, we will continue outside by the model rollout, a hero product innovation, which have proven effectively. We are also focusing on bringing customers but into stores first, our side by side models tapped into large, fast growing categories, ies such as light news and burgers. 

发言人1   21:29
Where are trust the brand, national store network and surprising give us a natural advantage. Cake coffee cafe is well on track to exceed five thousand locations by the end of twenty twenty seven. April is set to surpass eight hundred fifty locations by year and with plans to reach fifteen hundred locations by twenty twenty seven. 

发言人1   21:54
We aspire to be a market leader in china, promising and underserved light meal market. Roger ba is set to receive five hundred locations by year and stumbling to one thousand by twenty twenty seven. This helped us feel awareness of pizza has burger category while driving incremental traffic and sales, targeting over one billion RB in total. 

发言人1   22:22
Bugger sales at all, 披萨哈stores and the burger bar this year。This is the round far to six percent of pizza hut south. Second, our hero product platforms, chicken wings singer original red v chicken whole chicken IT has and their extensions represent close to thirty billion MB, or four percent of type new cells. 

发言人1   22:50
They provide a strong foundation for efficient product innovation. Every quarter, we lodge something new and exciting, driving repeat purchases and attracting new customers. Third is to drive dying and take away our nearly twenty thousand stores across china, give us a strong platform. 

发言人1   23:14
We are enhancing install offers, the tiny experience and convenience to attract customers to our stores. Building on our strong brand equity, we are also strengthen ing brand loyalty. Here are some examples. A, K, F, C cars I pick up has expanded to over nine thousand stores, targeting over ten thousand stores by year. 

发言人1   23:42
And in addition to drive through options like the side pick up and cause I pico significantly improve customer convenience and investment efficiency, so far, over two million members have used these services in twenty twenty six with strong repeat purchases. We target this business to reach one billion RMB in south this year, a pizza hut the late september author menu upgrade over twenty items. In addition to beef and chicken for winter, we add pork shrink and due protein options. 

发言人1   24:25
The new menu also includes global flavors such as the orgy, a korean star rise kk dish with melted cheese and grilled pork. These items suit dining and bring new customers into stores. Taken together, we are building brand designed to deliver sustainable growth, not just for quote for now a few words about the strategy benefits of owning the pizza rank in men and china in addition to increasing net new opening to eight hundred stores annually in twenty twenty seven and tony is grand ownership also allows us to move more quickly on growth opportunities such as broke吧。

发言人1   25:14
Additionally, we are tapping into incremental opportunities such as the retail business with greater flexibility. We see potential to broaden both categories and distribution channels beyond our existing pasta and stick offering. We are also expLoring new product category. 

发言人1   25:37
Distribution will expand beyond e commerce and our own problems to offline channels, including modern trade. Overall, owning the brand give us greater feasibility and in unlocking pizza has long term grow potential in in china. To wrap up, while the market remains dynamic in the near term, our fundamentals are strong and we are convened in our long term group. 

发言人1   26:06
We estimate the return on equity of around nineteen percent this year. This is clear evidence our growth is capital efficient. On the three year basis, we remain committed to the growth algorithm aligned at our investors. 

发言人1   26:25
We are laser focused on execution. Put simply, execution is growth. Now let me put that back you for thanks. 

发言人1   26:36
Sorry, now will open the call for question. Give more people a chance to ask questions. Please limit to one question at a time. 

发言人1   26:46
Operator, please have security. Thank you to ask a question now. Please, please start one one on your telephone and White for your name to be announced to withdraw your question. 

发言人1   27:01
Please press start one one again a moment for this question. In our first question comes from the lining. Ss, Michelle chain from goon sex. Please ask your question. Michelle, your line is open. Uh hey uh joy uh agent congress again uh for the consistent profit gross margin extension and market share again, if we know the environment is very chAllenging. 

发言人1   27:27
Um and also thank you anger and talk about to the same to our sales um uh um thoughts but still want to uh explore the fact to the relationship but this uh but um among the same to and so so very good uh uh weather condition so how do you see um how confident do we see the same to the school and especially we see uh we continue to accelerate the store extension. So um do we really see some dilution for sales? But on the right side, we we actually continue to see the modern expansion. 

发言人1   28:05
So um at the end um uh so we so we class uh not look at some of relatives in the near, but we still have decent room for this coast optimization to dry coffee growth. So um as a result, the priorities actually topic growth and we no matter ourself is a in the short and we still confident to see of the public growth. So transfering to understand uh, the the the relationship between these are free factor. 

发言人1   28:32
Thank you. Thank you, mica. Uh, I think they have three points here, the same store sales growth, store expansion and in the consumer sentiment. And i'll leave the profit question to Adrian since the first uh, as we mention in the prepare remark, Michelle, we face tough flapping from delivery travon subsidy last year and more frequent adverse weather in August this year. With that said, even with the same those sales pressure, we did deliver solid sales and profit growth. 

发言人1   29:06
So system sales, Operating process margin all grew year over year for ten concept quarter and of course, for shareholder, our year today。WEPS growth is dragged following double digit EPS growth each year in the past three years，so has been a long term commitment. And on top of that, the same store traction growth, which is the the the the the the absolute key in our business uh group for fifteen consecutive quote, uh, is a very, very important element, is not the most important element of our growth. 

发言人1   29:49
We continue to build a brand and attract more customers back to our store through compelling install, owning in so only offer and experience and of course the break take away convenience uh, so therefore dying and take away performance improve sequentially. Uh, bucking the previous trend. Uh, we will continue to drive that change over time. 

发言人1   30:16
Uh one last bit about the SSG is um as someone clever say, sales is vary, profit is sanity and we of course won the both but if we must uh do the trail, we tend to focus on the profit uh slightly more. Um with that said, we are still working very hard to deliver a sequent al improvement in the same stop south index in quarter four despite its high base and remain calm in delivering the three year growth horizon in twenty seven. As mention by age in the prepare with mark，那come to the store opening。We are both entering new cities and adding store density in existing cities to Better service customers. 

发言人1   31:09
And we have to focus on system selves and think those cells growth. Um over half of our new store openings were open in new cities, uh new strategy locations or trade zones with no dining or delivery coverage to mitigate the capabilities ation. However, uh naturally, there are some cells transfer that may impact the same self grow. 

发言人1   31:36
But it's important to recognize that we are driving incremental sales and profitable growth while protecting the margin. Uh point three about the consumer sentiment. We continue to see improving improving trends and believe that some volatility along the way is Normal. 

发言人1   31:56
The sequent al improvement is september sales compared with August is encouraging. Um as I mention in my prepare remark, the certain consumer occasions have been growing very nicely uh and rapidly like like meals and burgers consumers are willing to spend when over innovated product experience with strong value for money. Um we also continue to see significant opportunities from the ongoing uh unification. 

发言人1   32:31
Uh the chain restaurant penetration in china is still a very low but but has grown from twenty to thirty percent uh but is still low compared to sixty percent in other matured market. Last last but not the least, we continue to see some stabilization in rising trend uh, with more players becoming more rational on discuss and even taking Price of reflecting a more supportive consumer environment. Is thank you, joe. 

发言人1   33:01
Uh macho I guess a uh to the final part of a question on on margin, you can write that our margin performance has been very resilient uh，despite there is some chAllenges on on councils and uh indeed uh you know a lot of credit to to to the team on you know the strong execution. Uh so you mention the prepare remark execution is growth. Uh specifically on Martin are briefly coming on quarter three. And then uh addressing your question a regarding you need to outlook um and quarter three obsta, as you noted from our earning release, uh all and always improvement um more than offset uh some slight increase in COS and COL and among the own online item. 

发言人1   33:46
Uh obviously thanks to project a crichell that we mentioned previously in our earning uh rental has a good improvement um this quarter or or rental get to proximity um percent uh you know we don't Normally uh exactly disclose our exact rental for store, but you know this is a key moston uh you know that reaches slowly below a percent practicing a percent for the first time uh you know ever seen are listing back in twenty twenty sixteen mp. There's light improvement as well as present ourselves given our efficiency improvement there. And also there is some contribution by the pizz hot transaction. 

发言人1   34:25
And as I mentioned, prepare reMarks, my contributions roughly thirty basis point of cells. So that's on on quarter three uh if you look at uh, near term or speaking up two thousand and seven, uh, I strove pointing out uh, we're still quite confident to achieve uh, zero to two percent of councils in twenty twenty seven, uh, in line with our investor day guidance uh and specific on margin right um if you think about uh CICOSCOLNONOH for all the three lines, i'll provide a the more color in february early but I just gives their high level uh preview kind of preview on on on these fine items for COS in twenty twenty seven. Um we think that will be broadly stable for the group. 

发言人1   35:09
Uh obviously for pizza hut may slightly improve over the uh uh the facility forecast ent level for this year as we previously guided. Um and for COL, uh you know if you think about the delivery salesman, uh I will be broadly stable uh as you know, uh uh similar to this quarter of fifty four percent was only 3 ty up。So the overall pressure on rider will be moderate next year. 

发言人1   35:35
I compared to this year when we lack in last year uh and laughing when you think about o and o uh the project they create w uh impact on rental will be a structural impact that will still benefit next year as well uh, and will still enjoy some benefits on depreciation and probably a little bit IMP. So overall，let me get back on Better day guidance. Uh, you know we think our real margin for KFC will be broadband stable. 

发言人1   36:04
Uh, that was similar. That was consistently will be guided back last in our buster day. And for pizza t, before considering the pizza transaction, the russia margin was lightly improved opening next year and then we still quite committed to deliver double DJEPS groth, uh, that was actually achieved in each of the previous three years and as well as year to date. 

发言人1   36:24
So we continue to commit to that next year as well. machine. Thank you. 

发言人1   36:31
Thank you, joy. I am very, very clear. Thank you. 

发言人1   36:37
The next question comes from the linus chen lw from bank america. Please ask your question. Chin, your line is open. 

发言人1   36:47
Hey, joan agen congress again on the style, a new uh of course, uh, I hate to ask this question because we always got em c as a steady compounder driven by a very good expansion as well as modern ageing. But I seems that the market currently care all about just SSG. Uh so SQ three is already behind us. 

发言人1   37:12
Um so now all the s are on q four suggest now in the opening remark uh I didn't mention that uh octopus as you was broadly ly in line with magic expectation. I also highlight that in uh in october, november this year, we are going to see more regions adopting a the autumn school break. So can we share a deep color on the q for SSG trend as well as our outlook? 

发言人1   37:43
For example, october was pretty much in line with expectation. So which we got to expected that they referred to the zero to two percent of g that we buy historically. And also we all know that based on china checks on november comes were very difficult. 

发言人1   37:59
But that was partly due to the first time tr duct of autumn school street last year. For rest this year, there were more reasons. There were more reasons a doing down uh uh this break some very confused of, uh, if november really having a tough comes or because of more holidays this uh, more this year after november should OK any color will be helpful. Thank you. Thank you later. 

发言人1   38:27
Uh well indeed II understand that the market actually I care a lot about the council's and um again, before I answered the question specifically on color on councils, I would like to reiterate that uh for us uh as joe I mention in the previous uh QA uh piles is vanity, profit, sanity right and so obviously in Normal times we will get both and uh but you know in in special situations for incense quarter three, when we face the extreme weather log in those constitutions, if we have to choose one, we kind of choose profit. And hopefully that also uh, what our shareholders want. And the and the fact that we delivered a double DJEPS coursing each of the previous three years as well as year today also demonstrate the track record there. 

发言人1   39:16
And to answer a question on councils for for quarter for um in october. Yeah you know as I mention the prepare remark is broadly in line with our internal expectation. Uh if uh you know we will have to provide some uh little bit more color. 

发言人1   39:31
Uh I would say you know the golden week uh has a little sequent improvement over mid autumn festival, which is a few days before I go to week people still remember right so there's a sequential provest there uh um and uh october a whole uh is in mine. So there is no um you know no surprises, no no negative surprises of positive surprises, boring in life. November will only on the second day of november. 

发言人1   39:57
And uh I guess the good thing is uh you know the the the the autumn school break is a bit more profits this year in the november compared to last year, uh, which could which may provide some tailwind. Uh, but the headwind is obviously a quarter for uh of last year has the index of one year three, which is a meaningfully higher and the rest of the three quarters in the last year. Um so it's a tough lapping, but we are working hard to try to achieve a sequential improvement in our councils in quarter four over quarter three. 

发言人1   40:33
Um but I think if you if you were to look at you know further down the road uh in twenty seven, I think well quite confident uh to achieve zero to two percent councils for full year two and seven um which is actually only two months uh from from from now um yeah I know I didn't give uh over the concrete information on quarter four councils uh because is still two two months to go. 霍布里娜color uh maybe potentially help for thank you looking I already very helpful indeed I know how physical of fluid institution is and already applied minds efforts to share as much information as possible and also hope that，uh, our Operation can go from strength to strength. Thank you. 

发言人1   41:19
Thank you. Thank you. And the next question comes from the line of millions, lew, from Morgan stanly. 

发言人1   41:27
Please ask your question. Living your line is. Thanks, la joy and Adrian. Um I have a question on pizza hearts put on the investor day um for the next three years or longer term um there should be a Better growth coming from pizza hot. I know there should be some shorter volatilities. 

发言人1   41:48
大家be on this year so far，in particular a quarter, I think the system has been slower than Cathy and would like to stand. Weather is just the one of in particular because the weather because of some short term relatives? Or how do we see pizza hut again as a driver for the whole group? Um that my mean question and just double check. 

发言人1   42:17
Given the common of forth quarter same store sales，we don't have a so so called the guidance for twenty twenty six are in story, just a small follow up check. Thank you. Yeah lily, let me a address your question here. You your your final part of the question on guidance for councils for four years. yes. 

发言人1   42:39
Uh you know given the fluid situation, uh particular uh around the making of a delivery subsidy and as I mentioned, prepare remark the subsidy to scale back uh Foster than expected and in quarter three uh and obviously the August extreme weather didn't help you, so it's a peak amount of the year as well. Uh you know it's uh we didn't h explicit guide in this earring ings on the full year come sales for twenty twenty six, but we did guide on twenty seven uh outlook and also we reiterated our guidance for the three year growth algol. Uh you know on a three year basis, we still uh quite confident to achieve our guidance. 

发言人1   43:19
Uh that was your investors um on people hub uh growth. Uh I mean uh as you correctly point IT out in your term some dynamic situation. Uh you know uh also you know we are indeed working on the berry uh ratee levers on improving the pizza growth. 

发言人1   43:39
Uh, but h if you were looked at a bit more down further down the road, uh, we are confident that the people heart will deliver uh, very solid growth. Uh, I think we give some figures up back our best day. Uh, specifically, we guided the restaurant margin of uh fourteen point five percent uh, before the pisah transaction by twenty twenty eight. Uh and if you were to include the impact of Peter a transaction, hopeful请关注公众号思维纪要社，更多纪要请加V西安20210130。The margin will exceed seventeen percent by twenty twenty eight. 

发言人1   44:19
Obviously, we will invest a bit of the margin are saving from the two point eight percent into new stores because new store in the first year, the Martin is uh is lower than than than the Normal stores because IT takes three run three years for the source mature and will invest a bit of the margin on new modules such as a pizer burger bar, although it's a profit created but is finally margin related. But we point not previously but overall, we are still confident to achieve uh uh a restaurant margin of a thousand seventeen percent was study higher by twenty twenty eight. Now I will actually imply pizza t will get to caf c restaurant margin level in you know in a more than a year and also incomes of the new store growth. 

发言人1   45:02
Uh, we died up the annual open guidance from six hundred to eight hundred stores in each twenty twenty eight. Uh and hopefully if you have a own assumption councils for each of the next two years, that will give you uh high level high uh uh top line growth of figure and then with the margin extension, you can get to a uh high level bottom world figure. Uh so yeah despite the short term uh dynamic situation, we are confident about the middle long term groth, potential official, have lily I just feel more common on the pizza growth? 

发言人1   45:35
Um first we are we are truly excited to buy that the brand because IT does give us full shorten a long term TJ implication in a very possible way. And I would just like to have like a few t grow driver first pizza. Uh, we don't talk enough about IT and pizzas. 

发言人1   45:54
Forty percent of our business and year today, we saw hundred eighty million people already and the number is seventeen percent up year over year. Um and that's the number pizza and the sales number is ready less because these are incremental. A lot of this incremental like a smaller order, the smaller pizza solo. 

发言人1   46:17
Um but that's fantastic because this is forty thousand of our business. And uh in particularly one person pizza, the smaller one is increased by forty percent. I mean, in in this market like anything, double digit, not to mention forty percent, is something that we are excited about. 

发言人1   46:37
Uh suddenly the burger bar that we talk a quite a bit um we expanded to fifty cities uh in just nine months, three hundred location. We are targeting five hundred by end of the year and a thousand uh location by twenty twenty seven and and the investment rather uh sensible and models really but yes, it's delivered a double digit sells up with an incremental profit to the parent stores. Uh that's something to be excited about um uh for the pizza business. 

发言人1   47:12
And then the third, the wow pista wow is still going very niche and the store can double year over a year to four hundred nine yeah to day。And then we so to to to and we gonna do more uh by end of the year。And this is very effective to help us entering new cities, uh, for many, for many years these are her business stuck at nine hundred cities. 

发言人1   47:44
But now with the with the new modules and more store formats, we enter three and fifty new cities this year，which is fantastic, great zone for for披萨哈。Um so all these are something that we are we are quite excited about and and not to mention find but Better plan allow us to do something strategically much faster，for example, detail. Um I don't know what the some of you guys have tried already is just this week with that yourselves frozen, uh, which is just retail so so retail uh, I tried myself, uh IT smells fantastic IT IT smells and pace like a during ice cream but is real during frozen. 

发言人1   48:37
I mean, now we own the brand. We can make this kind of decision and try using much, much faster. Uh, so so quite excited about this. 

发言人1   48:45
A had growth group prospect in the short time and in the long term to thank you, live me enclave, an agent. Thank you. And now next question comes from the linux. 

发言人1   48:59
And link from jeff is please ask your question and your lines open. Yeah thank you very much. Am managing to um just a quick one. You know I just want to check up regarding um russia four q you know um how much of the um three percent same so um is coming out from the delivery subsidy and ah how much is come out from the um uh the autumn like you know um spring the autumn break um so just want to check like you know um like if we are trying like the the the face in pack and ah regarding like you know the full q outlook, um is I know we are expecting a sequential improvement. 

发言人1   49:37
This is the quarter right? Um so um I do like you know do you expect that? No, you will also be like at this point, are able to get some share from from the peers. 

发言人1   49:47
So some of the central south come out from the peers rather than like, you know the industry group. thanks. Yeah thank you. And uh well, I think this question is um you know it's very hard to break down the intact of the delivery subsidy back in quarter for last year. 

发言人1   50:04
Where is the school break in in counter for，but what I would say is a given is the first time of a multiple potential school break in quarter for last year。Um the impact was actually a little positive surprise to us right back in quarter for and that's why when we reported our february earnings to you also mentioned, kind of the same comment and then uh hopefully the three percent positive council was a little surprised to the market。Um but yeah, I doesn't get the exact breakdown uh, because it's hard to break down uh that way. 

发言人1   50:37
Um and this year is the second time with the uh the atok a school break uh in november. Uh exciting more profit compared last year and we look forward to seeing uh how the trading goes uh in november and uh uh would encourage people to also uh focus equally importantly october, november and december, right. So december is important as well. We have lot of companies gns lining up in the coming uh, two months. 

发言人1   51:06
Uh so so yeah I mean, at this point in time, uh, we can say, oh, we're working very hard to try to achieve the question improvement com sales in quarter for um and your second part of the question is a uh, whether we're taking uh if I remember correctly, whether we are taking shares from competitors um right or saying the market is uh uh march enough right? And then I think uh in our uh previous earnings as well as earlier in the QNAH joe, the comment on uh the fact that the chinese ation rate here in china is due quite low, I mean for restaurant is twenty thirty percent or beverage is a much higher, right, if I remember correctly, is around sixty percent of average chinese ation rate. So that's why you see uh, lots of uh, new players and existing players uh are actually indicator in space and opening stores in the very fast fashion. 

发言人1   51:59
Uh and so the market is large enough accommodate a lots of successful players. And uh if anything, if you thinking about the consumer sentiment, right, as we mention early on the core, we think overall speaking, uh, you know the other consumer is more open minded about h you know the the the rational discounting, more rational discounting as well as a little bit of pricing, right? We are all observed h throughout the year, although arguably uh week over week, month or monthly, some volatilities in the in the overall promotional environment, but you will compare this year over next year, sorry, this year over past year. 

发言人1   52:36
I think arguably most people would believe that the the the whole consumption sentiment is is more rational. Uh, and all i'm trying to say is that the market is uh still quite a favorable for a chain restaurant like us and also is not only variable to us IT can uh uh you accommodate and support multiple successful players in the space. And we will look forward to growing our market share, continue building our brand uh in this part in in in in in china. 

发言人1   53:08
And we give quite a bit of color in how in in terms of how we think about us for opening or prepare remark as well as earlier on the q and AS. So that I guess the the response to a question and就是就是one more common for your question and A。Large with the plant societies in china in general, we are quite discipline uh with our you know trading particularly in food because the cost of sales in food quite high。

发言人1   53:44
Uh, so we have very discipline. Uh we do take some uh subsidy and invest in the emerging business uh like the the the the lavasa you know the smaller emerging pieces and drinks uh drink for us for care is about mik teams interns of mix and is about low teams for pizza her in a mix and both strengthen business actually for quarter three, grow quite nicely, actually have positive growth because we have a quite a few new dreams launch, which were proven popular among customers. So I think that is the contest II can share with you. 

发言人1   54:28
And thank you. Thank you, joy. Thank you. And our next question comes from the line of Christine tongue from U. 

发言人1   54:37
B. S. Please ask your question for Christine. Your line is open. Um hi uh thanks for the comment um given by the management so far. Um so I have a question specifically uh for agrin in terms of your earlier comment about labor cost. So basically uh, your comments point to a study cost of gods cost of labor uh revenue in twenty twenty seven. 

发言人1   55:04
But having said that, we do notice that the chinese government is putting into place a stricter a enforcement of social insurance collection, especially in recent months. So I just want to understand what are the assumptions behind this cost labor, a stable kind of a trend you are force in twenty twenty seven. Are there any specific medals you can share with，uh, investors? And one thing I also want to clarify with you is that you are mentioning the pizza had um china acquisition is bringing thirty bits margin expansion uh in the city alone. 

发言人1   55:45
But when I look at the details，the cost of uh occupants in the others have some revenue for pizza hut actually um is the same day drop more than two hundred bits are on a Young basis. So I just want to understand the city bit market expansion um you know how that compare with two hundred more than two hundred bit of market expansion, savings uh in in the cost of a okanagan for this hard。Thank you. 

发言人1   56:10
Thank you, Christa. The final part of a question, I think, uh uh the city basic points, the margin expansion is for the group. And then uh, if you were to calculate the impact on people, the heart, I believe I would be around one seventy one sixty one seventy basis points for pizza. So that kind of uh call the difference there. Um and the the the second part of a question, I uh HI guess I would responding in in a reverse order trace bear with me. 

发言人1   56:40
The second part of question is on这个function on COL。So uh no the reason uh stricture uh compliance or requirements ts by the government on social uh benefit and social security uh has uh you know uh no on us because as a you and hopefully one else on the call uh know that we are a super complaint uh influence of a for a different regulations and uh specifically on social security right our social security base for a full time employee is calculated on the actual wage, which include the base pay, the bonus, uh the overtime except etta is not calculated on the minimum wage, right so so uh hopefully that kind of the core part. Second part of the question, uh the first part of your question is on the COL outlook for next year. 

发言人1   57:34
Uh you mention uh a ably stable I think yeah that kind of what we mean. Uh, h but more specifically, what we here is, uh, the pressure on COL and the pressure on rider calls will be much more moderate next year compared to this year, right? Because this year, uh, we're having mid city delivery mix for the full year, uh, lapping last year, you know especially in the first part of forty percent in the mix, right? So that's a significant pressure on the rider cost um by coming into quarter three, uh, if look at the rider cost is only thirty basis points of cost increase. 

发言人1   58:12
So the pressure already meaningfully moderated repaired to more than one hundred city basis in the first half of the year and then uh so hopefully that moderation on on rider pressure will last uh into quarter four and year because next year as a we mentioned in uh in the earlier part of the QNA deliver sales mix will be broadly stable compared to where we are right now。And you if you use uh you know the brother stable figure and the most percentage of the resource x lacking this year, which is uh you know uh that say fifty three, fifty four percent, I believe uh for four year, uh IT will be only a slightly increase or broadly stable, right? And then if you're taking to account of waging inflate that, uh the COL, uh hopefully the the pressure will be much more moderate and the key levers in driving uh COL efficiency to mitigate the waging inflation is really, you know the ization, the process optimization and centralize of uh you know many of the top, including recruitment, training, interviewing, uh, elementary, a refreshment, uh uh labor scheduling, even some of the preparation work of the the raw material we centralized, uh, some of those right. 

发言人1   59:30
So so these other measures are, as we mention in in this running and previously, uh to drive our CL efficiency. But overall COL, that will not decrease, just to be to be clear, is just the pressure will be much more moderate compared to previously. Um just one comment on on the other side of the course. 

发言人1   59:53
Why will maintain the stable social with all the factors asia and talk about just want to highlight the our storm managers, uh, really are the hero to help us managed COLA. Because right now, between the heart, somewhere between seventy to eighty percent of the stores are run by what we call mega RGM mega store manager who run two to four stores with the help of the you know centralization, deterioration, automation. Uh the other side of the equation, I want to emphasize this one, this mango origin, they are take home pay has been increasing by miens in the last two to three years despite we keep the overall labor course stable. 

发言人1   01:00:46
And the turn over way is somewhere between me, me single diet for the mega mega organ. So not only we keep the sales table, but we are we we retaining the best store manager and will continue to give them uh very nice, very increase uh, so that we have the best people to run our source, which is the best way to protect the business in the lock short term and long term. Thank you. 

发言人1   01:01:23
Thank you. In the interest of time, we will take our last question today from Young, one of C, I, C, C. Please go his Young. Your line is open. Okay, thanks for taking my question. 

发言人1   01:01:37
I'm from on from saint of their conclusion lation on delivering brazilian greece uh by questioning is the on new store openings ah you have raised the years late opening target to twenty four hundred. What new market opportunities had made to increase the target? And how do the sales and the profit of news stores compare with the those of mutual stores? That's all. Thank you. So yang um so h indeed we raise our target from nineteen hundred to over twenty four hundred for a year, which represent roughly thirteen percent of the school base uh in the past year uh and uh uh you know we do see uh vass opportunely opportunity and White space hearing in china and h um as we mentioned our prepare reMarks, over half of our a new store openings have been in lower cities. Strategy her channels and uh areas or tray zones with no existing dying or delivery courage right so uh those we all the uh双空白redouble White space。

发言人1   01:02:47
Um so that's actually incremental opportunity for us and is important for us to open store there quickly to Better service our consumers there and build up and equity because we firm believe uh you know the strong brand equity and one of the leading brand equity here we enjoy the western QSR space here in china is uh you know uh with the past four decades uh you know hard work, you know building a lot of stores in the hyper city, follow by mature city. And now we are actually quite uh uh you know, expanding to the to city in the averaging on our new model like AK, F, C, more town is the hot ball, N, K, F, C, M, P, 还有german I model。And you know we are conscious of a you know achieving a baLance of councils IE, limiting the those transfer at the same time grow our top line at the whole and possibility as a whole. 

发言人1   01:03:41
And that's why you know we we give the color on over half of our new to open were in locations with limited or no uh so um yeah so so that kind of how we look at IT and uh you know so exactly because of the uh ample White space that we see here in china. We believe uh you know this step up pace after opening something that will continue to do uh over the next a few years as well. And hopefully with that couple with the solid councils, uh, we will be able to to deliver our three year guidance. 

发言人1   01:04:15
I share our investor day for both the top line, bottom line um巴fear in november for for both cain VISA we still have a thousand a thousand five hundred city that does not have our stores，particularly for pizza. There's still a thousand and five city plus that has KFC does not a pizza has is very, very simple math there. Um and one last comment of the news to opening is above all the new store target or a new store opening, we are very discipline, very, very disciple that we want our new store to deliver two to three years payback and that the quality requirement before a we talk about the numbers，there's therefore buying that the pizza have brand helps. 

发言人1   01:05:13
These are miss the opening because uh we we we don't have to pay to twenty percent route anymore and in expand margin allow more store to meet our requirement and we can up the target. And now we also have the uh modules, uh, that is very suitable for all entering the lower tier city IT with the help. Thank you. 

发言人1   01:05:37
Thank you, jolie, and thank you. Isn't as well. This concludes our Q. 

发言人1   01:05:42
N. A. session. Thank you for joining the call today。
