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Restaurant trends

The restaurant industry for 2025 is expected to see growth driven by new products and locations but concerns
about inflationary fears and rising costs pose challenges for franchisees. Digital enablement, menu adjustments,
« KPMG polled 50+ and positive work culture are key areas of focus. Finance transformation, Al adoption, cybersecurity, and data

privacy are also important considerations. The impact of the recent presidential election on economic policies
and regulations is a concern for the industry.

Context

senior restaurant
executives regarding
the state of the
industry

»  Growth drivers: new product launches and restaurant locations
» Concerns: threat of inflationary fears

Survey responses +  Challenges for franchisees: rising food and labor costs

were scrubbed and

aggregated to

understand recent
behavior and *  Menu adjustments to reflect consumer trends

* Focus on digital enablement: expanding digital capabilities, increasing customer conversion and stickiness

* Rise of third-party ordering and delivery partners

executives’priorities « Importance of positive work culture for retaining top talent
going into 2025 «  Focus on finance transformation and adoption of Al
* Increased attention on cybersecurity and data privacy

» Concerns about the impact of the recent presidential election on economic policies and regulations




New product launches and restaurant development are top growth drivers while inflationary fears continues torise

What do you believe will be the greatest growth driver over How would you describe your restaurant count growth in 20247?
the next 12-18 months?

\ W
@ @ @ M&A activity, divestitures, or joint 29%\ 35% 11% 18% 7%

ventures
@ Business model transformation )
Remained flat Grew 0-5% Grew by 5-10% Grew by 10-20% Grew by more
Y @ @ New product launches/innovation than 20%
/ @ Geographic expansion . . . . . .
@ What tactics are you employing to achieve revenue growth without impacting
@ Marketing, promotion, and discounts margins? (select all that apply)

¢ 70%

(]

48% N%

20% 15%

Which of the following will continue to be a headwind to your
|

company's growth over the next 12-18 months?

P\

‘ @ Strength of consumer/inflationary fears

Pricing and Taking cost out Leveraging technology  Acquisitions/ Collaboration
promotions of the business to address labor  divestitures within with business
shortage the industry partners

What area below aligns with your highest priority financial investments?

@ nflationary pressures on margins

1) . .
. . o} Marketing and advertisin
@ Talent, labor supply, and wage Improving kitchen 0 / 12% ’ ¥
pressures equipment and technology 18/0 o) 20 Employee training and
. . _ %
@ Geographic expansion Enhancing customer 180/ S development
experience/ambiance 0

507 New location/restaurant
0 development




Franchisees concerned with driving sales while rising foods and labor costs s stilla concern

What concerns are most common from franchisees currently? (select all that apply) What are the biggest financial challenges your restaurants face
currently? (select all that apply)

18%

©

©

Labor costs Rising food costs

. Driving top-line sales Access to capital for new development

@ Maintaining labor force @ Access to data & analytics, or other insights

@ Reducing costs @ Other Declining customer Rent and overhead
. o _ demand expenses

. Expanding sales via digital expansion

KPMG .



Executives are focused on expanding digital capabilities

What are you doing around digital enablement within your What non-traditional payment solutions are utilized by your restaurants? (select all that apply)

% J14% %

restaurants? (select all that apply)

‘ ‘
Have you previously or are you considering upgrading your restaurant's payment

Expanding digital order Investing in POS Increasing third party Increasing third party solutions platform?
options technology delivery services reservation
management
services

Tap to pay Apple/Google/Samsung QR codes
pay

@ Previously completed
upgrade/transformation

@ Planning to complete
upgrade/transformation

OJOJO,

Investing in owned Expanding loyalty Integrating new digital
solutions and membership interface tools
capabilities

@® In process of completing
upgrade/transformation

@ Haven't or not planning to upgrade
or update




Restaurants are expanding the number of third-party ordering and delivery partners; DoorDash and UberEats at the helm

What third party ordering and delivery service partners does your
company currently work with?(select all that apply)

Over 80% of respondents use
DUUl'DaSh and UDBrEatS,
with over 50% using GTUDHUD

and approximately 25% using

Postmates

How has your experience been utilizing third-party ordering and delivery service
partners over the past 12 months?

~ = -
13% 10% 42% 32% 3%

Very positive  Somewhat positive Neutral Somewhat negative N/A

Have you considered changing or recently changed third-party ordering and delivery
partners in the past 12 months?

St|” US|ng but Changed pr0V|derS @ "cssssEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEES 23%
Scaled back number of partners @ - rssEsEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEED 15%
Expanded number of partners @ rssssssasssssssssEEEsEEEEEEEEEEEEEEEEEEEEEEEEEEEEEES 49%
Shifting to internal order/delivery management @===========sssssssnnnnnnnnnnnnnnnnnns o
o . . 100/
Continuing to manage order/delivery internally ®@================xzzzzzasnnnznnnnnses: o
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Afocus onincreased promotional value and targeted marketingis present as dine-in foot traffic declines

How have your menu offerings changed this year from last
year to reflect consumer trends? (Select all that apply)

61%

1)
ol% 43% 0
- - 37/’
Increased Increased prices Higher price Focused on menu
promotional value product mix freshness

What do you see as the most significant benefit of your menu
transformation, rationalization, etc.?

1)
Around 50/0 of respondents considered

perceived value (more or less) as the biggest
benefit, with...

1)
40/0 of respondents identifying preparation

efficiency and personalized experience (customer
satisfaction / overall experience).

KPMG

What has been your experience over the last 12 months specifically as it relates to
"dine-in" foot traffic? (i.e. excluding online and to-go/carryout)

T 4% 0 15% o19% L 61% L 1%

Traffic has increased Traffic is up Traffic is flat Traffic is down Traffic is down
materially modestly modestly significantly

What has been your experience over the last 12 months specifically as it relates to
"off-premise" foot traffic? (e.g. online, drive through, delivery or "to-go")

1% ~om% % <L 10

Traffic has increased Traffic is up Traffic is flat Traffic is down
materially modestly modestly

How are you increasing customer conversion and stickiness? (Select all that apply)

\ \ D
30% \ 12% ’ 38% 19% 11%

Restaurant redesign ~ Targeted marketing  Product innovation ~ Heavy discounts and Other
and modernization (incl. loyalty programs) promotions



Restaurants are transforming their businesses and focused on operational efficiency

What back-office areas are you actively transforming to meet
evolving business needs? (select all that apply)

Accounting

Financial Planning & Analysis

Procurement/Supply Chain

Human Resources

New Construction/Development

Marketing

Field Operations

What factors have influenced your company's decision to embark on a finance
transformation journey? (select all that apply)

| N
30% 2% 33% 14% 18%

Staying competitive | abor shortages ~ Cost containment Operational Other
with peers efficiency

How far along is your company in its finance transformation journey?

6% 17% 65% 3% 9%

. Have not started but expect to within one year ’ Actively working through finance transformation

‘ In the planning phase of execution . Already completed planned transformation

Have not and do not plan to employ finance
transformation



Automationis onthe rise however most companies are still developing a strategy for Al adoption

Where are you on your Al journey?

We are not actively
exploring potential use
cases

We are still exploring
opportunities

We have identified
opportunities but haven’t
allocated resources

We are piloting use

cases and implementing
Al

Does your finance and accounting department have access to an
enterprise-secured instance of a large language model (i.e. GenAl

chatbot from Google, Microsoft, etc)?

No, but some
departments have
access

38%

No, no one in the
organization has
access

Have you engaged a 3rd party for the specific purpose of helping increase the use of
Al across the company?

QOD@®

Yes, but forinternal ~ Yes, in relation touse  No, and no plans Not yet, but we
use cases and governance to do so are considering

What finance and accounting applications of GenAl do you find most compelling?
(select up to 3)

OO O E

Knowledge Assistance Documentation Administrative
(e.g., assist with Assistance (e.g., assist ~ Assistance (e.g., assist
researching and with drafting with drafting emails and

understanding technical accounting positions) taking meeting notes)

accounting issues)

Data Analysis (e.g.,
anomaly detection,
predictive analysis)

Data Extraction (e.g.,
assist with extracting
relevant lease terms)

Compllance Analysis
(e.g., assist with
analyzing regulatory
compliance)

Sentlment Analysis
(e.g., assist with
earnings call
preparation)

Where else is your company using or considering the use of GenAl (which may support
further use cases for finance)?

20% 22%
17%
12% 12% o .
H B =
.
Customer Personalized/ Trendmg Social media Pricing Inventory Other
interactions  targeted marketing analysis management optimization management
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A positive work culture is paramount to retaining talentin both the restaurants and the corporate function

What strategies do you use to retain top talent in your corporate function? (select all that apply)

86%
(V)
61% 58%
l . 42%
Positive work Benefits and Competitive Career
culture perks salaries development

opportunities

33%

Flexible
working hours

6%

Other

What strategies do you use to retain top talent in your restaurants? (select all that apply)

82%
(1)
98% 5% )
. 45/0
Positive work Career Benefits and Competitive
culture development perks salaries

opportunities

KPMG

16%

Flexible
working hours

0%

Other

What is the biggest challenge you face in attracting new talent?

Competitive job market

Salary expectation

@ Lack of qualified candidates

High turnover rates

Which of the following best describes how labor trends are
impacting your business over the last three months?

(72 °/o> <19%’ < 9% }

Generally turnover Facing significant Improved retention and
and wage pressures labor pressure and we have not had to
are less acute, but employee turnover, increase wages
we are still facinga  and it is hard to attract
churn and wage and retain talent
competition
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Lowlevels of training show there s significant potential for growthin the adoption andimplementation of Al

How educated on technology and finance transformation are the
employees in your accounting and finance functions?

‘ Highly educated and
experience

.Some or minimal exposure

Experienced and somewhat ‘ Not experienced
educated

KPMG

How much GenAl training has the average finance and accounting employee at your
organization received in the past 12 months?

.

Over 40 hours
Between 20-40 hours

O Between 10-20 hours
O
' Between 5-10 hours

Between 0-5 hours

0066000

No training

To what extent do you agree with the following statement. Our accounting and finance
employees are sufficiently knowledgeable in the use of technology/artificial intelligence
tools to fulfill the demands of their current position.

~ ~ -
1% 6% )  39% 8% 3%

Strongly disagree Disagree Neither agree nor disagree Agree Strongly agree

1"



Cvbersecurityis top of mind for Executives; Eyes may shift totax policies and incentives in the afttermath of the presidential election

B In the past 5 years, which topics do you believe have gained How concerned is your company about the results of the recent presidential election?
more attention from CFOs and boards in the restaurant
industry? (select all that apply) 22%

Not concerned at all
Among these topics, which topic has received the most

significant increase in attention from CFO and boards?

Somewhat concerned

3 @ Very concerned

data privacy Expect favorable outcome

from election

@ Too early to tell

6% Cybersecurity and g D g g

74%

29 Generative Al (emerging
®  technologies)

5

13%

Which areas of your business decision-making do you believe will be the most

8% Evolution of customer experience / . . . .
0 influenced by the outcome of the recent presidential election? (select all that apply)

social media

4

4%

Economic policies and regulations 19%

6% Financial forecasting and risk Tax policies and incentives 94%
assessment

4

7%

Trade and international relations 28%
“ Environmental and sustainability initiatives 34%

Labor and employment regulations 64%

40% Environment, social, and governance
initiatives Healthcare policies and regulations 4%

2% Other 4%

kPMG 12



Contacts

Paul Fultz

Partner, US Restaurant
Segment Leader
KPMG LLP

pfultz@kpmg.com

Elizabeth Miller

Partner, Consumer & Retall
Audit Sector Leader
KPMG LLP

ecmiller@kpmg.com

Duieep Rodrigo

Principal, US Sector Leader,

Consumer & Retail
KPMG LLP

| drodrigo@kpmg.com

KPMG Consumer & Retail
Insights Program

Subscribe to receive

updates on emerging
issues, research,
analyses, and more.
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https://kpmg.com/us/en/industries/consumer-retail.html#subscribe
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Some or all of the services described herein may not be permissible
for KPMG audit clients and their affiliates or related entities.

Learn about us: m kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such
information without appropriate professional advice after a thorough examination of the particular situation.

The views and opinions expressed herein are those of the interviewees and do not necessarily represent the views and opinions
of KPMG LLP.

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.
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