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) Qualitative Score

82 Excellent Grade

BUSINESS QUALITY

High-guality business with strong competitive position

< Investment Thesis

< & Q
$32.35
+1.14%

Al-POWERED ANALYSIS

EXCELLENT

Chipotle maintains a dominant position in the fast-casual segment through a unigque combination of high-quality, fresh ingredients and a highly
efficient, company-owned operating model. Despite recent macro-driven volatility and margin pressure from ‘portion investments', the company

is successfully leveraging operational technology (HEAP) to drive throughput and long-term margin recovery.

FAST-CASUAL OPERATIOMNAL-EFFICIENCY HIGH-GROWTH CONSUMER-RESILIENCE
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@ Al Earnings Call Analysis

VALUE-FOCUSED INSIGHTS FROM MANAGEMENT COMMEMTARY

KEY INSIGHTS HOMESTY & TRANSPARENCY

Overall Sentiment: Positive
Confidence
Transparency

Forward-Looking

KEY VALUE INSIGHTS

/N Consumer Behavior

ammmm—— 82%
ommmm—— 82%

A 76%

Low-to-middle income cohort (under $100k household income), representing 40% of sales, has significantly pulled back on frequency due to macro headwinds.

/% Operational Execution

Digital order accuracy has declined due to shifting internal incentive plans from ‘accuracy’ to 'on-time' metrics; management is now realigning bonuses to restore

dCCuracy.

(+) Growth Strategy

Aggressive development continues with 84 new openings in Q3; guidance for 2026 is set for 350-370 new restaurants.

(+) Operational Efficiency

High-efficiency equipment package (HEAP) is in 350 restaurants with a target of 2,000 by year-end; it saves 2-3 hours of prep time and improves throughput.

() Menu Innovation

Increased LTO cadence to four per year for 2026, starting with the return of Chicken Al Pastor; high-protein menu items drove a 35% increase in extra protein

incidence.

(+) Growth Strategy

Opened a record 334 company-owned restaurants in 2025; targeting 7,000 North American units long-term and doubling Middle East footprint in 2026.

() Operational Efficiency

High-efficiency equipment package (HEAP) is now in 600 restaurants, providing 200-400 bps of comp lift; rollout pace is increasing to 45 installs per week.

() Labor and Turnover

Hourly turnover returned to historically low levels in Q1 2026 after an anomalous 2025 spike, driven by better staffing and rigorous hospitality-focused hiring.

/A International Expansion

Middle East expansion is facing delays due to geopolitical conditions, potentially resulting in fewer openings than originally anticipated for the year.

(+) Digital and Loyalty

In-restaurant rewards enrollment increased 25% following the launch of new QR code signage and incentivized team member promotion.

(v) GREEN FLAGS

« High internal promotion rate (85% of leaders) and deep average tenure
(15 years) among field leadership.

« Positive transaction momentum exiting Q4 2025 and into January 2026.
« Successful internal promotion culture with 23,000 promotions in 2025.

. Strong performance in internaticnal markets like Canada and the Middle
East.

« Return to positive transaction growth in Q1 20286.

« Significant improvement in GM turnover and overall restaurant
management stability.

« Successful launch of new menu items like Cilantro-Lime Sauce and
Chipotle Honey Chicken driving incremental traffic.

« Strong opening performance in Europe, specifically the new Westfield
Stratford location.

VALUE-FOCUSED QUOTES

=

missing. Now we have a real problem.”

-- Scott Boatwright

to do to continue to provide extraordinary value.”

-- Adam Rymer

improvement in comp sales.”

-- Scott Boatwright

O Competitive Moat

MOAT STREMGTH
Wide & Durable

SOURCES OF ADVANTAGE

BERAND EQUITY

Strong

OPERATIONAL CONTROL

Strong

/™ RED FLAGS

Inflation accelerating to mid-single digits due to tariffs and rising beef
costs; management does not plan to fully offset this via pricing in the
near term.

Management admitted to a ‘self-inflicted’ decline in digital order accuracy
due to misaligned incentive structures.

Full-year 2025 comparable sales declined 1.7%.

Management noted the consumer environment remains dynamic with
focus on value, necessitating conservative 2026 guidance.

Catering and group occasions currently represent less than 3% of sales.

Management noted caution regarding consumer spending due to external
macro factors like gas prices and regional geopolitical conflict.

Development delays in the Middle East due to ongoing geopolitical
instability.

Guidance for Q2 remains ‘modest’ and ‘cautious’ despite Q1 momentum.

"If you're 5 minutes late, but everything is in the bag it's not that big of a deal. If you show up 10 minutes early and my kid's quesadilla is

"We do not plan to fully offset this incremental inflation in the near term. And while this will pressure margins, we think it's the right thing

"The results in the restaurants with the new equipment are compelling... we are beginning to see better throughput and meaningful

WIDE MOAT )

UMIT ECONOMICS

Strong

() Company-owned model ensures complete control over food safety, culture, and service quality, unlike franchised peers.

() High throughput capability enabled by 'Expo' positions and new high-efficiency equipment (HEAP).

@ Brand remains sensitive 1o consumer perception of portion sizes and value, requiring careful management.

& Business Quality

HIGH QUALITY ot

REVEMUE QUALITY PRICING POWER CAPITAL INTENSITY

CYCLICAL BUT RESILIENT MODERATE

CAPITAL INTENSIVE

@ Strong unit economics with high cash-on-cash returns on new restaurant builds.

(E) Successful vertical integration efforts through supply chain efficiencies.

/™ High capital expenditure requirements for new restaurant growth and equipment retrofitting.

2. Management Quality

ABOVE AVERAGE s

Capital Allocation Insider Ownership Track Record

DISCIPLINED GROWTH MODERATE

PROVEN EXECUTION

(E) Demonstrated ability to scale unit count aggressively while maintaining brand integrity.

@ Proactive investment in automation (produce slicers, HEAP) to combat labor and margin pressures.

/™ Occasional misalignment in incentive structures, as evidenced by the Q3 2025 digital accuracy decline.

~7  Growth Durability

SUSTAINABLE S

(E) Long-term target of 7,000 North American units provides a multi-year growth runway.

(E) International expansion is showing early success in Canada and Europe despite geopolitical headwinds in the Middle East.

@ Growth is increasingly dependent on operational efficiency gains as market saturation approaches in some regions.

GROWTH DRIVERS

Domestic unit expansion International market penetration Throughput optimization Catering channel growth

/A Risk Assessment

/' Macroeconomic Sensitivity
Low-to-middle income cohort pullback impacts transaction freguency.

/' Commodity Inflation
Rising beef, dairy, and avocado costs coupled with aluminum tariffs pressure margins.

/% Operational Execution
Complexity of maintaining consistency across a rapidly expanding store base.

@ Value Trap Analysis

VALUE TRAP RISK
35%

Low Probability

&2 Classic Value Trap Indicators

Valuation Multiples

High P/E and P/FCF multiples reflect premium growth expectations.

Margin Compression

Recent margin pressure is being addressed through operational efficiencies.

() Why This May NOT Be a Value Trap

@ Strong underlying unit economics

(E) Consistent positive transaction growth trends

(E) Proven ability to pass on costs and optimize operations
<> Warning Signs to Monitor

/™ Sustained decline in comp sales

/™ Failure of HEAP equipment to deliver projected margin recovery

MODERATE RISK Fat

MODERATE RISK At

Based on our analysis of fundamentals, competitive position, and

hi
d

storical patterns, this stock shows moderate probability of being
value trap.

— Stable Medium Risk

~ Improving  Medium Risk



