Performance Food Group (PFGC) Deep
Dive Report

Executive Summary

Performance Food Group (PFGC) stands as one of North America's largest food and foodservice
distribution companies, operating through a network of distribution centers to deliver food and
related products to restaurants, healthcare facilities, and other institutional customers. The
company has demonstrated resilient financial performance with consistent revenue generation
around $15 billion per quarter, though with recent quarterly results showing mixed signals
including a 2.1% quarter-over-quarter revenue decline in Q3 2025.

PFGC has established a strong competitive position in the foodservice distribution market,
effectively competing against industry giants like Sysco (SYY) and US Foods (USFD). The
company's recent strategic initiatives, including a newly announced $500 million share
repurchase program and executive leadership changes, signal management's confidence in its
future growth trajectory despite near-term earnings misses. The company's scale advantages
and expanding margins in certain segments provide operational leverage as it continues to
grow its customer base.

Given PFGC's strong market position balanced against recent earnings misses and the cyclical
nature of the foodservice industry, we assess the overall risk rating as Medium.

Price Performance Analysis

Performance Data Across Timeframes

Timeframe Starting Price Starting Date End Price Absolute Change Percent Change

7-Day $84.65 2025-05-21 $89.05 +$4.40 +5.20%
30-Day $79.32 2025-04-28 $89.05 +$9.73 +12.27%
3-Month $83.19 2025-02-28 $89.05 +$5.86 +7.04%
YTD $84.55 2025-01-01 $89.05 +$4.50 +5.32%
1-Year $69.68 2024-05-28 $89.05 +$19.37 +27.80%
2-Year $56.70 2023-05-28 $89.05 +$32.35 +57.05%

Key Price Points

Period High Date Low Date % from High % from Low

One-Year $91.52 2025-01-30 $61.60 2024-07-09 -2.70% +44.56%
Three-Month $89.54 2025-05-28 $70.22 2025-04-07 -0.55% +26.81%
Weekly $89.54 2025-05-28 $83.40 2025-05-22 -0.55% +6.77%

PFGC's price performance demonstrates strong positive momentum across all analyzed
timeframes. The stock has consistently outperformed, showing remarkable strength with a
27.8% gain over the past year and an impressive 57.1% increase over two years. Recent
performance is particularly noteworthy, with a 5.2% increase in just the past week and 12.3%
over the past month.



The stock is currently trading near its three-month high of $89.54 (just 0.55% below this level)
and significantly above its one-year low of $61.60 (44.56% higher), indicating strong bullish
sentiment. The stock's proximity to its recent highs suggests continued investor confidence
despite the Q3 earnings miss. The current price reflects a steady upward trend with
increasingly higher lows, pointing to solid technical support levels and sustained buyer interest.

Financial Analysis

Revenue and Profit Trends

Quarterly Metrics

Quarter Revenue QoQ Net Income QoQ Operating Gross
End  ($B) Growth (%) ($M)  Growth (%) Income ($M) Margin (%)
(2)(7)25'05' 15.31 -2.12 58.30 +37.50 174.40 11.91
(2)225'02' 15.64  +1.44 42.40 -60.74 158.80 11.69
(2)224'11' 15.42 +1.49 108.00 -35.14 215.30 11.44
324'08' 15.19 +9.61 166.50 +136.51 281.40 11.50
3224'05' 13.86  -3.06 70.40 -10.09 154.90 11.32

Annual Metrics

Fiscal Revenue Glovrth Net Income Glovrth Operating Gross
Year End ($B) ($M) Income ($M) Margin (%)
(%) (%)
2024-08-14 58.28 +1.79 435.90 +9.74 826.40 11.29
2023-08-16 57.25 +12.50 397.20 +253.07 765.80 10.93
2022-08-19 50.89 +67.42 112.50 +176.41 327.40 10.33
2021-08-24 30.40 +21.18 40.70 +135.67 200.70 11.60
2020-08-18 25.09 +27.06 -114.10 -168.41 -99.00 11.44

The quarterly performance of PFGC shows a cyclical pattern with revenue typically strongest in
the second quarter (fiscal Q2 ending in February) followed by modest declines. The recent
quarter showed a 2.12% sequential revenue decrease, but net income increased significantly
by 37.5% quarter-over-quarter, suggesting improved operational efficiency and expense
management.

The company's revenue has maintained relative stability over recent quarters around the $15
billion mark, while net income shows more volatility. Operating income in the latest quarter
($174.4M) improved from the previous quarter but remains below the peak of $281.4M seen in
August 2024.

On an annual basis, PFGC has demonstrated consistent revenue growth, with a notable 67.42%
increase in 2022 (likely due to post-pandemic recovery and potentially acquisitions) followed by
more normalized growth rates of 12.50% and 1.79% in subsequent years. The company has



successfully turned around from a net loss position in 2020 to delivering consistent profitability,
with annual net income growing to $435.9M in fiscal 2024, representing a 9.74% year-over-year
increase.

The gross margin has shown modest improvement over time, increasing from 10.33% in fiscal
2022 to 11.29% in fiscal 2024, indicating enhanced pricing power or more favorable product
mix.

Balance Sheet Analysis

2025-05- 2025-02- 2024-11- 2024-08- YoY Change

Metric ($M) 07 05 06 14 (%)

Total Assets 17,123.4 17,097.0 14,396.5 13,392.9 +27.86
Total Liabilities 12,785.9 12,839.8 10,188.3 9,266.0  +38.00
Total Stockholder Equity 43375 42572 42082 41269  +5.10
Long-Term Debt 5422.7 56912  3,926.0 3,1985  +69.54
ﬁ\ise:f‘mse:‘t’srt'Term 10.2 10.7 42.5 20.0 -49.00
Net Debt 7,684.7  7,850.2  5737.3  4,956.4  +55.05
Current Ratio 1.61 1.67 1.70 1.64 -1.83

PFGC's balance sheet shows significant growth in total assets, with a 27.86% increase year-
over-year, primarily driven by what appears to be acquisition activity in late 2024 or early 2025
based on the jump between August and November 2024. The company maintains a moderate
current ratio of 1.61, indicating adequate liquidity to meet short-term obligations.

However, the significant increase in long-term debt (69.54% year-over-year) and net debt
(55.05% year-over-year) is a concern, especially when paired with the relatively low cash
position of just $10.2M. This elevated leverage increases financial risk, particularly if interest
rates remain high or if business conditions deteriorate. The equity position has increased
modestly by 5.10% year-over-year, but the debt-to-equity ratio has deteriorated as debt has
grown faster than equity.

The low cash balance relative to the company's size suggests that PFGC is operating with
minimal liquidity cushion, which could be a strategic choice to minimize idle capital but
increases vulnerability to unexpected business disruptions.

Cash Flow Analysis

Cash Flow Metric ($M) 2025-05- 2025-02- 2024-11- 2024-08- YoY Change

07 05 06 14 (%)
Operating Cash Flow 448.1 325.5 53.5 206.3 +11.28
Capital Expenditures 128.8 107.4 96.5 151.2 +32.37
Free Cash Flow 319.3 218.1 -43.0 55.1 +4.55
EQZT@T in Working 158.3 64.3 227.3 -153.0 N/A
Change in Inventory 203.0 17.2 -342.9 -219.5 N/A

Financing Cash Flow -310.1 1,709.8 638.9 -53.0 N/A



PFGC's cash flow profile shows significant improvement in the most recent quarter, with
operating cash flow of $448.1M representing an 11.28% increase year-over-year. The free cash
flow of $319.3M is particularly strong, showing the company's ability to generate substantial
cash after capital investments.

The positive change in working capital ($158.3M) and inventory reduction ($203.0M) in the
latest quarter indicate improved operational efficiency and inventory management. The
company appears to be focusing on optimizing its working capital cycle, which is crucial in the
low-margin food distribution business.

The negative financing cash flow of $310.1M in the latest quarter, following a substantial
positive financing cash flow in the previous quarter ($1,709.8M), suggests the company is now
using its operating cash flow to reduce debt or return capital to shareholders after a period of
debt-financed expansion.

Capital expenditures have increased by 32.37% year-over-year to $128.8M, reflecting ongoing
investments in distribution infrastructure, technology, or fleet expansion. Despite these higher
investments, the company has maintained strong free cash flow generation, which provides
flexibility for debt reduction, dividends, or share repurchases (as evidenced by the recently
announced $500M share repurchase program).

Growth Trends

Long-Term Growth Analysis

Metric 3-Year CAGR (%) 5-Year CAGR (%) 10-Year CAGR (%)
Revenue 24.21 15.79 13.87
Net Income 69.17 11.26 16.52
Operating Income 59.89 9.03 8.41
Free Cash Flow 69.48 19.55 17.86
Total Assets 11.23 17.32 16.79
Stockholder Equity 9.56 12.81 15.11

Performance Food Group has demonstrated impressive growth across key financial metrics over
the past decade. The 3-year CAGR is particularly strong across all metrics, reflecting the
company's robust recovery and expansion following the pandemic disruption in 2020.

Revenue growth has been consistent, with a 10-year CAGR of 13.87% accelerating to 24.21%
over the past three years. This acceleration likely reflects both organic growth and strategic
acquisitions that have expanded PFGC's market presence. The company has effectively scaled
its operations, as evidenced by the faster growth in net income (69.17% 3-year CAGR)
compared to revenue growth over the same period.

Operating income growth (59.89% 3-year CAGR) outpacing revenue growth indicates improving
operational leverage and efficiency as the company scales. Similarly, the strong free cash flow
growth (69.48% 3-year CAGR) demonstrates the company's ability to convert earnings to cash
at an increasing rate.

The balance sheet has expanded steadily, with total assets growing at a 16.79% 10-year CAGR
and stockholder equity at a 15.11% 10-year CAGR. This balanced growth in the balance sheet
suggests that PFGC has been able to support its expansion with a relatively stable capital
structure over the long term, though recent quarters show increased leverage.



The consistency between 5-year and 10-year CAGRs for most metrics indicates sustained
growth rather than short-term fluctuations. The higher 3-year growth rates reflect both
recovery from pandemic lows and successful execution of expansion strategies in recent years.

Growth appears to be a combination of organic expansion and strategic acquisitions, as
evidenced by the periodic significant jumps in total assets (such as the recent increase
between August and November 2024), which typically indicate acquisition activity.

Competitive Comparison

Metric (Latest Annual) PFGC SYY USFD CHEF Industry Avg
Revenue Growth (%) 1.79 3.30 6.41 10.505.50

Gross Margin (%) 11.29 18.53 17.25 24.09 17.79
Operating Margin (%) 1.42 406 2.90 3.38 2.94
Net Margin (%) 0.75 2.48 1.30 1.46 1.50
ROE (%) 10.56 105.1110.91 10.32 34.23
Current Ratio 1.64 0.84 151 141 1.35
Debt-to-Equity 1.21 12.38 1.97 2.46 4.51
P/E Ratio 28.16 18.61 34.97 37.95 29.92
P/S Ratio 0.21 0.44 0.48 0.63 0.44
EV/EBITDA 9.56 8.40 12.85 13.3811.05

Compared to its primary competitors, PFGC demonstrates both strengths and weaknesses in its
financial profile. The company's revenue growth of 1.79% is below the industry average of
5.50%, with CHEF leading the peer group at 10.50% growth. This slower growth may reflect
PFGC's larger scale or a more mature position in certain markets.

PFGC's gross margin (11.29%) is significantly lower than the industry average (17.79%) and its
direct competitors. This margin differential likely reflects differences in business mix, with PFGC
potentially having greater exposure to lower-margin distribution segments compared to peers
with more value-added or specialty products.

The company's operating margin (1.42%) and net margin (0.75%) are also below industry
averages, highlighting challenges in translating revenue into profitability relative to peers. This
efficiency gap presents both a challenge and an opportunity for improvement.

PFGC maintains a strong current ratio (1.64), exceeding the industry average (1.35) and most
competitors except for SYY. This indicates superior short-term liquidity management.
Additionally, PFGC's debt-to-equity ratio (1.21) is significantly better than the industry average
(4.51), suggesting a more conservative capital structure than peers.

From a valuation perspective, PFGC's P/S ratio of 0.21 is the lowest among peers and less than
half the industry average (0.44), suggesting potential undervaluation on a revenue basis.
However, its P/E ratio (28.16) is near the industry average, indicating that the market may be
pricing in expected profitability improvements.

The company's EV/EBITDA multiple (9.56) is below the industry average (11.05), further
supporting the case that PFGC may be relatively undervalued compared to peers despite its
lower margins.



Overall, PFGC offers a more conservative financial profile with superior liquidity and lower
relative valuation, but lags peers in growth and profitability metrics - suggesting potential for
margin improvement initiatives to drive future value creation.

News Analysis

Recent Significant Developments

1. Investor Day & Share Repurchase Program (May 28, 2025)

o PFGC hosted an Investor Day and announced a new $500 million share
repurchase program

o The company reaffirmed its fiscal 2025 guidance and set new 3-year targets

o Impact: Positive signal of management confidence in future performance and
commitment to returning capital to shareholders. The reaffirmed guidance
suggests stable near-term outlook despite recent earnings miss.

2. Q3 2025 Earnings Miss (May 7, 2025)

o Reported earnings of $0.79 per share, below the consensus estimate of $0.87

o Revenue of $15.31 billion also missed expectations

o Impact: Negative short-term impact, but the stock has recovered strongly
since the report, suggesting investors may be focusing on improved sequential
profitability and forward guidance.

3. Executive Leadership Changes (December 16, 2024)

o Scott McPherson promoted to President & Chief Operating Officer

o Craig Hoskins transitioned to newly established position of EVP & Chief
Development Officer

o Impact: Strategic reorganization that appears focused on optimizing
operational efficiency while maintaining focus on growth opportunities.

4. Trimble Fleet Management Partnership (November 21, 2024)

o Selected Trimble as premier fleet management provider

o Doubled Trimble-serviced trucks from 4,000 to over 8,000

o Impact: Indicates investment in operational technology to enhance logistics
efficiency and potentially reduce costs, which could improve margins over time.

These recent developments paint a picture of a company actively pursuing operational
improvements and strategic initiatives while maintaining confidence in its market position
despite short-term earnings challenges. The significant share repurchase announcement
suggests management views the current stock price as attractive relative to long-term value,
and the leadership reorganization points to a continued focus on execution and growth
opportunities.

SWOT Analysis

Strengths

e Strong Market Position: Among the largest food distributors in North America with
significant scale advantages



Robust Cash Flow Generation: $319.3M free cash flow in latest quarter, providing
financial flexibility

Improving Operational Efficiency: Demonstrated by positive working capital trends
and inventory reduction

Conservative Balance Sheet Structure: Debt-to-equity ratio (1.21) better than
industry average

Sustained Long-Term Growth: 10-year revenue CAGR of 13.87% shows consistent
execution

Attractive Valuation Multiples: P/S ratio (0.21) significantly below industry average

Weaknesses

Below-Average Margins: Both gross margin (11.29%) and operating margin (1.42%)
lag industry peers

Recent Revenue Deceleration: 1.79% annual growth below industry average of
5.50%

Low Cash Reserves: Only $10.2M in cash against $7.7B in net debt

Earnings Volatility: Significant quarter-to-quarter fluctuations in net income

Recent Earnings Misses: Q3 2025 results fell short of analyst expectations

High Long-Term Debt Growth: 69.54% year-over-year increase raises financial risk

Opportunities

Margin Improvement Potential: Significant gap to peers suggests room for
operational enhancements

Technology Integration: Fleet management partnership with Trimble could drive
logistics efficiencies

Strategic Acquisitions: Successful history of growth through acquisitions could
continue

Market Consolidation: Fragmented food distribution industry provides further
expansion opportunities

Value-Added Services: Potential to increase margins through higher-value offerings
Share Repurchases: New $500M authorization could support EPS growth and stock
price

Threats

Intense Competition: Operating in a low-margin industry with strong competitors like
Sysco and US Foods

Rising Interest Expenses: High debt levels could become problematic if rates remain
elevated

Supply Chain Disruptions: Vulnerability to transportation costs and product
availability

Food Inflation/Deflation: Price volatility can compress margins in the distribution
business

Customer Consolidation: Larger customers gaining bargaining power could pressure
margins

Economic Slowdown: Foodservice industry vulnerable to consumer spending
reductions

Price Target and Outlook



12-Month Price Target Scenarios

Price Potential
i P ilit K Dri
Scenario Target robability Return ey Drivers
Best Margin improvement, accelerated revenue growth,
$110.00 30% +23.5% gin imp . ec g
Case successful integration of acquisitions
B ntin t rformance, m t margin
ase $97.50 50% +9.5% Co ged S eady. perfo . ance qdes arg
Case expansion, effective capital allocation
Worst Economic slowdown, margin compression, interest
$75.00 20% -15.8% gin comp
Case rate pressure on debt servicing

Best Case Scenario ($110.00)

In this scenario, PFGC successfully executes on margin improvement initiatives, closing the gap
with industry peers by at least 100 basis points at the operating margin level. Revenue growth
accelerates to 5-6% annually, driven by both organic expansion and well-executed tuck-in
acquisitions. The company effectively deploys its share repurchase program at attractive
prices, reducing share count by approximately 3-4%. Operating efficiencies from the Trimble
fleet management implementation exceed expectations, contributing to both cost reductions
and service improvements. Interest expenses stabilize or decrease as the company applies
strong free cash flow to debt reduction.

Base Case Scenario ($97.50)

PFGC continues its steady performance trajectory with revenue growth of 2-3% annually,
roughly in line with the broader foodservice distribution market. Margins improve modestly (25-
50 basis points) through incremental operational efficiencies and improved product mix. The
company maintains its current financial leverage while executing on its share repurchase
program at a measured pace. Free cash flow generation remains strong, providing flexibility for
balanced capital allocation between debt reduction and shareholder returns. Integration of
recent acquisitions proceeds as planned with no significant disruptions.

Worst Case Scenario ($75.00)

A broader economic slowdown impacts restaurant traffic and institutional food demand,
pressuring PFGC's revenue growth to flat or slightly negative levels. Intensified competition for
remaining business leads to margin compression of 50+ basis points. Higher-for-longer interest
rates increase debt servicing costs on the company's substantial debt load, reducing free cash
flow and limiting financial flexibility. The company is forced to slow or pause its share
repurchase program to prioritize debt reduction. Supply chain challenges or commodity price
volatility create additional operational headwinds.

The most likely scenario is the Base Case, with continued steady performance supported by
the company's scale advantages and ongoing operational improvements. Management's recent
reaffirmation of guidance and significant share repurchase authorization suggest confidence in
delivering at least this level of performance.

Risk Assessment
Risk Rating: Medium

Key Risk Factors:



1. Financial Leverage Risk: The significant increase in long-term debt (69.54% year-
over-year) and low cash reserves ($10.2M) create vulnerability to interest rate
fluctuations and potential liquidity challenges in a downturn. However, the company's
strong free cash flow generation ($319.3M in the latest quarter) provides some
mitigation.

2. Margin Pressure Risk: PFGC's below-average margins compared to peers (gross
margin of 11.29% vs. industry average of 17.79%) make it more vulnerable to cost
increases or pricing pressures. Even small percentage changes in gross margin can
have magnified impacts on bottom-line results.

3. Economic Cyclicality Risk: The foodservice distribution industry is sensitive to
broader economic conditions affecting restaurant traffic and institutional food
consumption. A consumer spending slowdown could materially impact results.

4. Competitive Intensity Risk: Operating in a low-margin, competitive industry against
well-capitalized competitors like Sysco and US Foods creates ongoing pressure to
maintain market share while preserving profitability.

5. Integration Risk: The apparent acquisition activity (based on balance sheet growth
patterns) introduces execution risk related to successful integration of acquired
operations.

These risks are partially offset by PFGC's scale advantages, consistent long-term growth track
record, strong cash flow generation, and conservative valuation multiples. The recent share
repurchase authorization also provides a potential floor for the stock. The company's
performance through previous economic cycles demonstrates resilience, though the current
higher debt levels increase vulnerability compared to previous periods.

Conclusion

Performance Food Group presents a compelling investment case with notable strengths in
scale, market position, and cash flow generation, balanced against challenges in margin
performance and increasing financial leverage. The company has demonstrated impressive
long-term growth with a 10-year revenue CAGR of 13.87% and even stronger recent
performance across key metrics.

PFGC's current valuation appears attractive relative to peers, particularly on a price-to-sales
basis, suggesting the market may be undervaluing its consistent revenue generation and
growth potential. The recent authorization of a $500 million share repurchase program
indicates management's confidence in future performance and commitment to enhancing
shareholder value.

Key investment considerations include:

1. PFGC's scale advantages and distribution network provide competitive moats in a
fragmented industry

2. Potential for margin improvement represents a significant value creation opportunity

Strong free cash flow generation supports debt management and shareholder returns

4. The company's current valuation fails to fully reflect its market position and growth
trajectory

5. Debt levels and below-average margins require monitoring as potential vulnerabilities

w



For investors seeking exposure to the food distribution sector, PFGC offers a balanced
combination of established market presence, growth potential, and reasonable valuation. While
recent earnings results have been mixed, the company's fundamental business model remains
sound, and strategic initiatives around operational efficiency and technology integration could
drive improved performance in coming quarters.

The 12-month base case price target of $97.50 represents a 9.5% potential return, with more
significant upside possible if margin improvement initiatives gain traction.

Disclaimer

This report was generated by NexusTrade's Deep Dive and is not financial advice. The
information contained in this report is for informational purposes only and should not be
considered a recommendation to buy, sell, or hold any security. Always conduct your own
research and consult with a qualified financial advisor before making investment decisions.

Visit NexusTrade at https://nexustrade.io/ (https://nexustrade.io/) for more investment insights
and tools.
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