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CHICAGO, July 28, 2020 /PRNewswire/ -- McDonald's Corporation today announced
results for the second quarter ended June 30, 2020.

"Throughout our history, McDonald's has demonstrated the strategic foresight necessary
to position our business for the future. Our strong drive-thru presence and the
investments we've made in delivery and digital over the past few years have served us
well through these uncertain times. We saw continued improvement in our results
throughout the second quarter as markets reopened around the world," said McDonald's
President and Chief Executive Officer Chris Kempczinski. "I'm especially proud of the way
the McDonald's System continues to provide a safe environment for both customers and
crew, building on our 65 year legacy as a responsible and reliable choice for safe food.
We're confident that the strong foundation we've built, combined with the unique
advantages of our System, position us well to continue operating successfully during this
pandemic and emerge even stronger."

Second quarter operational update and financial performance:

As of June 30, 2020, nearly all McDonald's restaurants around the world were open
to serve customers.
Global comparable sales declined 23.9%. The U.S., International Operated Markets
segment and global monthly comparable sales sequentially improved throughout
the second quarter.
Consolidated revenues decreased 30% (29% in constant currencies).
Systemwide sales decreased 24% (23% in constant currencies).
Diluted earnings per share was $0.65.

COMPARABLE SALES*

https://www.prnewswire.com/


  

 Increase/(Decrease)

 Month Ended Quarters Ended
June 30,

 April 30,
2020

May 31,
2020

June 30,
2020

2020 2019

U.S. (19.2)% (5.1)% (2.3)% (8.7)% 5.7%

International Operated Markets (66.7) (40.5) (18.4) (41.4) 6.6

International Developmental Licensed
Markets & Corporate

(32.3) (20.0) (20.3) (24.2) 7.9

Total (39.0)% (20.9)% (12.3)% (23.9)% 6.5%

  

* Comparable sales are compared to the same period in the prior year and represent
sales at all restaurants, whether operated by the Company or by franchisees, in
operation at least thirteen months, including those temporarily closed.

Comparable Sales: Global comparable sales results sequentially improved
throughout the second quarter of 2020 as markets reopened restaurants and
governments eased restrictions.

U.S.: Comparable sales results sequentially improved throughout the second
quarter of 2020 and continued to benefit from strong average check growth.
Comparable sales and guest counts remained negative, particularly at the
breakfast daypart.
International Operated Markets: Comparable sales results were heavily
impacted by temporary restaurant closures and limited operations, particularly



in the U.K. and France. While comparable sales remained negative in nearly
all markets, comparable sales results sequentially improved throughout the
quarter for all markets. Comparable sales were positive in Australia in May
and June driven by strong drive-thru performance.
International Developmental Licensed Markets: Comparable sales results
were impacted by temporary restaurant closures across nearly all
geographies, most notably in Latin America. Results also reflected continued
negative comparable sales in China and positive comparable sales in Japan
for the quarter.

KEY FINANCIAL METRICS - CONSOLIDATED

Dollars in millions, except per share data

  

 Quarters Ended June 30, Six Months Ended June 30,

 2020 2019 Inc/
(Dec)

Inc/ (Dec)

Excluding

Currency

Translation

2020 2019 Inc/
(Dec)

Inc/ (Dec)

Excluding

Currency

Translation

Revenues $ 3,761.5 $ 5,409.8 (30)% (29)% $ 8,475.9 $ 10,433.9 (19)% (17)%

Operating
income

961.1 2,273.9 (58) (57) 2,654.7 4,367.9 (39) (38)

Net
income

483.8 1,516.9 (68) (67) 1,590.7 2,845.3 (44) (43)

Earnings
per share-

$ 0.65 $ 1.97 (67)% (66)% $ 2.12 $ 3.69 (43)% (42)%



diluted

Results for the quarter and six months reflected sales performance declines due to
temporary restaurant closures, limited operations and dramatic changes in consumer
behavior as a result of COVID-19.

Results for the quarter and six months also included the following:

Over $200 million of committed incremental franchisee support for marketing to
accelerate recovery and drive growth across the U.S. and International Operated
Markets.

About $100 million was recorded in the U.S., with over half of that amount
reflected in franchised margins and the remaining amount reflected in Selling,
General and Administrative Expenses.
The remaining over $100 million of support was recorded in Selling, General
and Administrative Expenses in the International Operated Markets segment.

$31 million of payments to distribution centers for obsolete inventory to support
franchisee liquidity (reflected in Other Operating (Income) Expenses, Net).
An increase in reserves for bad debts of $45 million and $92 million for the quarter
and six months, respectively.
Lower gains on sales of restaurant businesses.
Lower equity in earnings of unconsolidated affiliates.

Foreign currency translation had a negative impact of $0.01 and $0.03 on diluted
earnings per share for the quarter and six months, respectively.

Outlined below is additional information for the quarter and six months ended June 30,
2020:

EARNINGS PER SHARE-DILUTED RECONCILIATION

  

 Quarters Ended June 30, Six Months Ended June 30,

 
2020 2019 Inc/

(Dec)
Inc/ (Dec)

Excluding

2020 2019 Inc/
(Dec)

Inc/ (Dec)

Excluding



Currency

Translation

Currency

Translation

GAAP earnings per
share-diluted

$ 0.65 $ 1.97 (67)% (66)% $ 2.12 $ 3.69 (43)% (42)%

Strategic charges 0.01 0.08   0.01 0.08   

Non-GAAP earnings
per share-diluted

$ 0.66 $ 2.05 (68)% (67)% $ 2.13 $ 3.77 (44)% (43)%

Results for the quarter and six months 2020 included $0.01 per share of pre-tax strategic
charges primarily due to the write-off of impaired software that was no longer being used
of $12 million and $26 million, respectively. The six months was offset by $13 million of
income primarily comprised of a reversal of a reserve associated with the Company's sale
of its business in the India Delhi market in January 2020.

Results for the quarter and six months 2019 included $78 million of pre-tax strategic
charges, or $0.08 per share, primarily related to impairment associated with the purchase
of our joint venture partner's interest in the India Delhi market, partly offset by gains on
the sales of property at the former Corporate headquarters.

Restaurant Update

Below is a summary of the operating status of McDonald's restaurants around the world
as of June 30, 2020. The Company has continued to follow the guidance of expert health
authorities to ensure the appropriate precautionary steps are taken to protect the health
and safety of our people and our customers.

PERCENT OF OPERATING RESTAURANTS*

    

  As of June 30, 2020  



U.S.  99%  

International Operated Markets  94  

International Developmental Licensed Markets  94  

Total  96%  

   

* Restaurants include those with limited operations including drive-thru, delivery, and/or
take-away.

U.S.:

Substantially all restaurants were operating drive-thru, delivery, and/or take-away
with a limited menu. Limited hours also applied.
About 2,000 restaurant dining rooms reopened with reduced seating capacity.

International Operated Markets:

All markets were operating with drive-thru and delivery (where available) with limited
menus and hours.
Some markets were operating take-away and/or dine-in with reduced seating
capacity.

International Developmental Licensed Markets:

Substantially all restaurants in China and Japan were operating with reduced
seating capacity for dine-in.
Latin America was the geography with the most restaurants closed.

THE FOLLOWING DEFINITIONS APPLY TO THESE TERMS AS USED THROUGHOUT
THIS RELEASE

Constant currency results exclude the effects of foreign currency translation and are
calculated by translating current year results at prior year average exchange rates.
Management reviews and analyzes business results excluding the effect of foreign



currency translation, impairment and other strategic charges and gains, as well as income
tax provision adjustments related to the Tax Cuts and Jobs Act of 2017, and bases
incentive compensation plans on these results, because the Company believes this better
represents underlying business trends.

Comparable sales are compared to the same period in the prior year and represent sales
at all restaurants, whether operated by the Company or by franchisees, in operation at
least thirteen months including those temporarily closed. Some of the reasons restaurants
may be temporarily closed include reimaging or remodeling, rebuilding, road construction
and natural disasters (which includes restaurants temporarily closed due to COVID-19 in
2020). Comparable sales exclude the impact of currency translation, and, since 2017,
also exclude sales from Venezuela due to its hyper-inflation. Management generally
identifies hyper-inflationary markets as those markets whose cumulative inflation rate
over a three-year period exceeds 100%. Management believes that these exclusions
more accurately reflect the underlying business trends. Comparable sales are driven by
changes in guest counts and average check, which is affected by changes in pricing and
product mix. The goal is to achieve a relatively balanced contribution from both guest
counts and average check.

Comparable guest counts represent the number of transactions at all restaurants,
whether operated by the Company or by franchisees, in operation at least thirteen months
including those temporarily closed.

Systemwide sales include sales at all restaurants, whether operated by the Company or
by franchisees. While franchised sales are not recorded as revenues by the Company,
management believes the information is important in understanding the Company's
financial performance, because these sales are the basis on which the Company
calculates and records franchised revenues and are indicative of the financial health of
the franchisee base. The Company's revenues consist solely of sales by Company-
operated restaurants and fees from franchised restaurants operated by conventional
franchisees, developmental licensees and affiliates.

RELATED COMMUNICATIONS

This press release should be read in conjunction with Exhibit 99.2 in the Company's Form
8-K filing for supplemental information related to the Company's results for the quarter
and six months ended June 30, 2020.

McDonald's Corporation will broadcast its investor earnings conference call live over the
Internet at 7:30 a.m. (Central Time) on July 28, 2020. A link to the live webcast will be
available at www.investor.mcdonalds.com. There will also be an archived webcast
available for a limited time thereafter.

https://c212.net/c/link/?t=0&l=en&o=2868984-1&h=935634397&u=http%3A%2F%2Fwww.investor.mcdonalds.com%2F&a=www.investor.mcdonalds.com

