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Delivery sales drives OPM improvement - The improvement in FY25  sun 08 0%
VIX 17 1.8%

OPM has largely been resulted from by cost controls and operation
efficiency. A significant contributor is the rapid growth of delivery sales.
The proportion of sales from delivery increased to 48% in FY25, up from
39% in the prior year. While a higher delivery contribution involves
associated rider costs, Mgt proactively managed the margin impact
through mild, targeted price adjustments on delivery menus. The
company expects continued slight YoY margin improvement in 2026
despite a further anticipated increase in delivery sales.

Source: Bloomberg

More franchise stores in the pipeline - Net new store openings reached
1,706 for the year, in line with expectations, bringing the total store
count to 18,101 as of the end of 2025. The company is actively
promoting a franchised model to accelerate asset-light expansion into
lower-tier cities. Franchised stores accounted for 31% of full-year net
new openings, and the company plans to increase this proportion to
40%—50% for both KFC and Pizza Hut in 2026. It aims to surpass 20k total
stores in 2026, targeting a faster expansion than in 2025.

Kingsway Financial Services Group Limited - http://www.sunwahkingsway.com/
Please see the important disclaimer and disclosures (if any) at the end of this report.



SUNWAH KINGSWAY
MEEE

The company has introduced new asset-light investment models such as “Dual-Brand Stores,” with
capital expenditure for two stores ranging between RMB700k and 800k. By leveraging KFC’s “K
COFFEE” and Pizza Hut's “WOW” store formats, Yum China has successfully penetrated new
consumption models as well as enhanced its value-for-money proposition in lower-tier cities.

Fig2: Number of Stores by Brand

KFC Pizza Hut Others Total
Company-owned 11,032 3,830 198 15,060
Franchisees 1,965 338 738 3,041
Total 12,997 4,168 936 18,101

Source: Company Data, Sunwah Kingsway Research

Fig3: New Stores Format

Store Format FY25 Expansion Status Core Contribution Business Description

A professional coffee sub-brand under KFC,
K COFFEE Year-end total reached Delivered MSD sales growth for primarily offering freshly ground coffee and
2,200 stores its host KFC stores. light meals, aimed at broadening
consumption occasions and dayparts.
A healthy light meal concept introduced by
Contributed double digit sales  KFC, focusing on items like salads and
growth to its host KFC stores.  paninis to attract health-conscious
consumers.
. . A smaller, flexible store format for Pizza Hut
Effectively drove the penetration ~ . . . .
Helped the brand enter - ; with lighter investment, focusing on takeaway
" of the Pizza Hut brand in lower- . . . L
over 100 new cities . and delivery, suitable for rapid expansion in
tier markets. ;
lower-tier markets.
Co-located or integrated stores featuring both
Dual-Brand Approximately 40 pairs Expansion is expected to KFC and Pizza Hut, sharing operational
Stores opened in 2025 accelerate in 2026. resources to enhance trade area coverage
and synergy.

Added over 200 new
KPRO stores, with the total
surpassing 200 stores

Pizza Hut WOW

Source: Company Data, Sunwah Kingsway Research

Enhanced and Predictable Capital Returns - Yum China demonstrates strong commitment to
shareholders. It has returned some USS$1.5bn to shareholders in FY25 via dividends and share
repurchases and about US$460mn in 1H26. It plans to raise its FY26 quarterly cash dividend by 21%.
It has also announced a new policy effective 2027 to return approximately 100% of its annual free
cash flow to shareholders, providing significant visibility on future returns.

Our view: Yum China’s resilient FY25 performance has demonstrated an efficient growth where OPM
expanded despite the number of stores growing by more than 10% YoY. Looking ahead, the growth of
franchisee and “dual-brand store” are likely to fuel further OPM improvement while unlocking
potential in lower-tier cities. Combined with a strong balance sheet and a committed shareholder
returns policy, the company is well-positioned for sustainable long-term growth. We maintain a
positive outlook on its ability to consolidate market leadership. The counter is trading at 19x FY26E
P/E. (Research Department)

9 February 2026
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Market Watch — Major Commodities and Currencies

Precious metal Price (US$) QTD% YTD% YoY% Non-ferrous metals Price (US$) QTD%  YTD% YoY%
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US Economic Calendar China Economic Calendar
Expected Expected
Indicators Freq Obs Date Release Date Indicators Freq Obs Date Release Date
Retail Sales MoM 10-Feb-26 Money Supply - M2 MoM 9-Feb-26
Employment Report MoM 11-Feb-26 PPI MoM 11-Feb-26
Initial Jobless Claims Wow 12-Feb-26 CPI MoM 11-Feb-26
Existing Home Sales MoM 12-Feb-26 PMI Manufacturing MoM 4-Mar-26
Durable Goods Orders MoM 18-Feb-26 Foreign Exchange Resenves QoQ 7-Mar-26
Housing Starts / Building Permits  MoM 18-Feb-26 Trade Balance MoM 14-Apr-26
Industrial Production MoM 18-Feb-26 Retail Sales MoM 16-Apr-26
Trade Balance MoM 19-Feb-26 Industrial Production MoM 16-Apr-26
Wholesale Inventories MoM 19-Feb-26 GDP Yo¥ 16-Apr-26
Personal Income & Spending MoM 20-Feb-26 Hong Kong Economic Calendar
Factory Orders MoM 23-Feb-26
PPI MoM 27-Feb-26 Indicators Freq Obs Date Ref::::tggte
ISM Manufacturing PMI MoM 2-Mar-26 Unemployment Rate MoM 20-Feb-26
CPI MoM 13-Feb-26 CPI MoM 25-Feb-26
GDP QoQ 20-Feb-26 GDP QoQ 25-Feb-26
Consumer Confidence MoM 24-Feb-26 Trade Balance MoM 27-Feb-26
New home Sales MoM 20-Feb-26 Money Supply - M2 MoM 27-Feb-26
Business Inventories MoM 10-Feb-26 Retail Sales MoM 4-Mar-26
Auto Sales MoM PMI MoM 4-Mar-26
Foreign Currency Reserve MoM 6-Mar-26
Producer Prices Index QoQ 13-Mar-26
Industrial Production QoQ 13-Mar-26
Composite Interest Rate MoM
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Notice of interest disclosure filed by substantial shareholders for the two previous trading days

Name of listed corporation
Eephant Holdings Group Ltd.
Ruisen Life Service Co, Ltd.

Tai Cheung Holdings Ltd.

Amasse Capital Holdings Ltd.
Amasse Capital Holdings Ltd.
Amasse Capital Holdings Ltd.
Country Garden Holdings Co. Ltd.
Country Garden Holdings Co. Ltd.
Country Garden Holdings Co. Ltd.
Great Harvest Maeta Holdings Ltd.
Great Harvest Maeta Holdings Ltd.
Great Harvest Maeta Holdings Ltd.
i.century Holding Ltd.

i.century Holding Ltd.

Mei Ah Entertainment Group Ltd.
Shenzhen Expressw ay Corporation Ltd. - H Shares
Sino Harbour Holdings Group Ltd.
Sino Harbour Holdings Group Ltd.
Tanw an Inc.

Source: HKEx

Name of substantial share holder
DI XIAOGUANG

chen xiao

Chan Pun, David

Cheung Pak To

Lo Mun Lam Raymond

Yu Yuen Ping

CHEN Chong

Concrete Win Limited

YANG Huiyan

Ablaze Rich Investments Limited
LamKw an

Yan Kim Po

Three Apple Industry Holdings Group (Hong Kong) Limited

Wu Qifeng

Li Kuo Hsing
BERBABMERNRERRNARAE
Chan Heung Ling

Wong Lam Ping

WU XUBO

No. of shares bought/sold/involved
1,360,000(L)

67,135,472(L)

10,000(L)

1,000,000(L)

10,000,000(L)

1,000,000(L)

1,000,000,000(L)

1,000,000,000(L)

1,000,000,000(L)

90,000(L)
90,000(L)
90,000(L)
3,000,000(L;
3,000,000(L,
700,000(L)
566,000(L)
17,800,000(L)
17,800,000(L)
76,200(L)

)
)
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Average price per share
HKD 0.4150
HKD 0.0000
HKD 3.7200
HKD 0.1000
HKD 0.1000
HKD 0.1000
HKD 0.6000
HKD 0.6000
HKD 0.6000
HKD 0.0780
HKD 0.0780
HKD 0.0780
HKD 0.1850
HKD 0.1850
HKD 0.1000
HKD 7.6000
HKD 0.0870
HKD 0.0870
HKD 17.9400
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Disclaimer

This document is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to in
this document may not be eligible for sale in certain jurisdiction. Neither this document nor any portion hereof may be taken distributed
or transmitted directly or indirectly into such jurisdiction nor to any residents thereof. Any failure to comply with this restriction may
constitute a violation of the applicable laws and regulations and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. This document has been produced for private circulation and may not be
copied, photocopied, duplicated, or redistributed without the prior written consent of Kingsway Financial Services Group Limited
(“KFS”) and its affiliated companies (collectively, “Kingsway Group”).

This report is distributed in Hong Kong Special Administrative Region of the People’s Republic of China (“Hong Kong”) by KFS which
is registered as a licensed corporation under the Securities and Futures Ordinance XCar_p.571 of The Laws of Hong Kong) with the
Securities and Futures Commission of Hong Kong (“SFC”) and its SFC CE number is ADF346.

The information contained in this report has been taken from sources believed to be reliable but no representation or warranty
expressed or implied is made as to their accuracy or correctness. This report is published for the assistance of recipients but is not to
be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. It is not to be construed as an
offer, invitation or solicitation to buy or sell any securities of the company or companies covered herein. Any recommendation
contained in this report does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific addressee. All opinions and estimates reflect our judgment on the date of this report and are subject to change without notice.

KFS, including its parent, subsidiaries and/or affiliates, may act as lead or co-manager in an offering of the securities of any issuer
discussed herein, may from time to time perform financial services or other advisory services for, or solicit financial services or other
business from, any issuer.

Within the past year, KFS, including its parent, subsidiaries and/or affiliates, may have acted as market maker or traded on a principal
basliqs.in the financial instruments of any issuer discussed herein and may act as underwriter, placement agent, advisor or lender to
such issuer.

KFS, including its parent, subsidiaries, affiliates, shareholders, officers, directors, and employees may have long or short positions in,
and buy or sell, the securities, commodities or derivatives (including options) or any other financial instruments thereof, of any issuers.

An employee of KFS, including its parent, subsidiaries and/or affiliates, may act as director, or be represented on the boards of
directors, of any such entities or issuers.

Copyright 2026 Kingsway Group. All rights reserved.
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Tel: 852-2283-7000 Guangzhou, 510095 District 1 ]
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