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Core view: We are observing a structural liquidation of the old model, not a cyclical fluctuation.
The Service Premium has evaporated in the heat of wage inflation and high energy costs.
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1. Executive Summary: The Structural Shift of 2026

As of May 2026, the B2B foodservice distribution market is undergoing a fundamental
transformation we at MoatPeak characterize as the era of B2B Trade-Down. The headline
acquisition of Jetro Restaurant Depot by $SYY (Sysco) for 29.1 billion dollars is not a mere
expansion of scale; it is a desperate pivot toward a new reality where the traditional Service
Premium is effectively dead. For decades, broadline distributors extracted fat margins by bundling
products with convenience and consulting. Today, independent restaurants and small businesses
have stripped those luxuries away, auditing their supply chains with the same cold, analytical
discipline that budget-conscious households apply to their grocery bills.

The MoatPeak View is that we are observing a structural liquidation of the old model, not a cyclical
fluctuation. The Service Premium — the margin once paid for behavioral inertia and delivery
"comfort” — has evaporated in the heat of wage inflation and high energy costs. This research
evaluates why this shift is permanent and why the disappearance of the delivery moat is now the
central theme for any equity strategist.

For the institutional and retail investor, our findings collapse into three substantive pillars. The
first is the macro symptom: the B2B trade-down represents the evolution of survival economics,
where businesses move from high-cost, full-service delivery to hybrid and self-service
procurement in order to protect their final point of margin. The second is the strategic pivot:
industry leaders like $SYY are making bet-the-balance-sheet moves into cash-and-carry, signaling
that the legacy broadline delivery model can no longer stand alone as a growth engine. The third is
the valuation reality: markets are aggressively compressing multiples for companies that cannot
document tangible P&L value for their clients, moving away from a reliance on customer
convenience. (see Figure 1).
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B2B Trade-Down: Structural Shift

The old service premium gives way to survival economics, cash-and-carry utility, and valuation discipline.

Core thesis B2B foodservice distribution is shifting from convenience-led delivery toward measurable procurement
utility.

o Macro symptom o Strategic pivot e Valuation reality

Survival economics: businesses Leaders such as $SYY pursue Markets compress multiples for

move from high-cost full-service cash-and-carry exposure because firms that cannot document

delivery to hybrid and self-service legacy broadline delivery can no tangible P&L value for clients.

procurement. longer stand alone.

Figure 1. B2B trade-down as a three-pillar structural shift

Key takeaway: The thesis is structural, not cyclical: survival economics, cash-and-carry pivots, and valuation
discipline are replacing the old service premium.
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This shift begins in the U.S., where the current monetary backdrop is making traditional
distribution economics increasingly punitive.

2. Impact on U.S. Markets: The $SYY Catalyst and Monetary
Backdrop

In a high-cost environment where every basis point of margin is a battlefield, the strategic
importance of the U.S. distribution landscape has never been clearer. We are watching a significant
sectoral rotation play out within the $S&P 500 and $NASDAQ, with investors fleeing the perceived
safety of broadline distributors as the cost of doing business reaches a breaking point. The May
2026 CPI data confirms this pressure: Food-away-from-home is rising at 3.6 percent, forcing
operators to look past the "comfort" of delivery and toward the "utility" of self-service.

The volatility in the bond market, specifically in $TLT and $IEF, provides the "So What?" for this
sector. Persistent high interest rates have made working capital a liability for small restaurants,
and when a local bistro faces a credit squeeze, the invisible premium charged by a delivery truck
becomes the first target for elimination. Those same rates make debt-laden acquisitions like the
Jetro deal punitive in a way that simply did not exist three years ago. With $SYY shares down 15-16
percent following the announcement, the market is pricing in the reality that a 4.5x leverage profile
in a high-rate environment is a massive drag on equity value. (see Figure 2).
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U.S. Catalyst: Rates, Inflation and $SYY

Food-away-from-home inflation, rate volatility and deal leverage frame the pressure on broadline distribution.

$SYY CPI
+3.6% YoY

Jetro deal overhang; 4.5x leverage; 91.5M share dilution. Fﬁod-a\l.way—from—home pressure pushes clients toward lower-cost
channels.

$PFGC $TLT

Relative outperformance Volatile / down

Independent case volume growth of +6.5% during $SYY integration. High rates punish working capital and debt-funded M&A.

So what: a delivery truck's invisible premium becomes the first target when restaurant working capital is under pressure

Figure 2. U.S. catalyst: rates, inflation, and the $SYY overhang

Key takeaway: The market is treating the Jetro transaction as a leverage and execution event, not simply a
scale-building acquisition.

Key Market Movements (May 2026)

Index / Asset Weekly Change
$SYY (Sysco) Down 15-16% Jetro deal overhang, 4.5x leverage, and

91.5M share dilution.
CPI (Food-away-from-home) +3.6% (YoY) Persistent inflation forcing B2B clients
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Index / Asset Weekly Change

toward lower-cost channels.
Capturing independent case volume
$PFGC (Performance Food) Relative Outperformance growth (+6.5%) during $SYY
integration.
High rates punishing working capital
and debt-funded M&A.

$TLT (20+ Year Treasury) Volatile / Down
While the U.S. is feeling the shock of this transition, the European theater offers a blueprint for how
these dynamics stabilize into a permanent architecture.

3. European and Global Market Dynamics: Infrastructure for
Survival

Europe serves as the logical blueprint for the B2B trade-down because it has long integrated cash-
and-carry into its core economic architecture. Unlike the U.S. "shock," the European HoReCa (Hotel,
Restaurant, Cafe) sector has been operating under structural constraints for decades, and in 2026,
high energy costs and a restrictive credit environment have only reinforced that model.

Recent European Central Bank credit reports indicate that bank lending to small businesses is
tightening, making liquidity management the primary concern for regional operators. That
tightening has strengthened the position of wholesale models that offer immediate price
transparency over delayed delivery services. As regional currencies fluctuate and procurement
costs remain volatile, the European market demonstrates that a hybrid model is not just an option
— it is the infrastructure for survival. These global dynamics now manifest in specific sectoral
performers who are either leading the charge or struggling to adapt. (see Figure 3).
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Europe: Blueprint for Hybrid Procurement

Europe shows how cash-and-carry can become infrastructure, not merely a cyclical workaround

Structural constraints 2026 pressure Operator response Market architecture
HoReCa has long operated High energy costs and Immediate price Hybrid procurement

under constraints that —' restrictive credit reinforce —' transparency becomes more —' becomes the infrastructure
normalize cash-and-carry. liquidity discipline. valuable than delayed for survival.

delivery comfort.

Investor implication The European model suggests the U.S. shock can stabilize into a permanent procurement
architecture rather than a short-term trade-down.

Figure 3. Europe as the blueprint for hybrid procurement

Key takeaway: Europe shows how cash-and-carry can evolve from an emergency trade-down channel into the
operating architecture for margin protection.
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4. Sectoral Movements and Ticker Analysis

Broadline distribution is currently undergoing a Service Premium Stress Test, and we believe the
market is finally beginning to differentiate between distributors that sell "comfort” and those that
sell measured savings.

$SYY (Sysco) defines the 2026 landscape with its 29.1 billion dollar Jetro deal. While Q3 FY2026
revenue was stable at 20.5 billion dollars, the 4.5x pro-forma leverage and the 91.5 million share
dilution have soured sentiment, and the suspension of buybacks is a clear signal that financial
flexibility is gone. $USFD (US Foods) and $PFGC are currently the beneficiaries of $SYY’s
integration distractions — $PFGC'’s 6.5 percent growth in independent case volume is a massive
signal that they are successfully capturing share while the leader is internally focused.

Across the Atlantic, $SLIGR.AS (Sligro) offers a case study in Benelux operational discipline,
focused on recovering Belgian margins, while $BID.JO (Bidcorp)’s decentralized model acts as a
vital hedge against the kind of central-management bureaucracy that often destroys value in large
mergers. $TSCO.L (Tesco/Booker) is the smoking gun for B2B trade-down: its core catering growth
of 3.8 percent significantly outpaces the broader wholesale growth of 0.2 percent, proving that
independent businesses are flocking to wholesale to protect margins. $CHEF stands apart as the
only pocket where the Service Premium still holds legitimate value, because it provides niche
products and culinary expertise that cannot be found in a warehouse, and so it retains pricing
power that broadline distributors have lost. (see Figure 4).
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Service Premium Stress Test: Ticker Lens

The market differentiates between distributors selling comfort and those selling measured savings.

Ticker [ Group Signal Evidence from narrative

Expensive strategic pivot 29.1B dollar Jetro deal; 4.5x pro-forma leverage; buyback pause.

Share capture window $PFGC independent case volume growth of +6.5% as $SYY focuses
$USFD / $PFGC P internally.

i iscipli Benelux margin recovery and decentralized model as hedge against

$SLIGR.AS / $BID.JO Operational discipline bureaucracy.
STSCO.L Trade-down evidence Booker catering growth of 3.8% vs. broader wholesale growth of 0.2%.
SCHEF Service premium exception Niche products and culinary expertise retain pricing power.

Figure 4. Ticker lens for the Service Premium Stress Test

Key takeaway: The market is beginning to separate distributors that sell measurable savings from those still
relying on customer inertia or delivery comfort.

Beneath these metrics, however, lie the Gray Rhinos — risks that are obvious but consistently
mispriced.
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5. The Gray Rhinos: Undervalued Risks and Invisible Signals

The Gray Rhinos of 2026 are the clear and present dangers that the market routinely ignores until
the damage is irreversible. Regulatory friction sits at the top of the list: the FTC review of the $SYY-
Jetro deal is not a formality, and with a 1.164 billion dollar termination fee on the table, a
regulatory block would result in a massive, unrecoverable capital loss. Close behind sits cultural
dilution — the high probability that Sysco’s rigid corporate bureaucracy will destroy the
entrepreneurial, high-speed DNA of Jetro Restaurant Depot. If Jetro begins to look and act like a
corporate warehouse, its price-sensitive customers will defect. Finally, there is the credit cliff:
S&P’s move to a Negative outlook on $SYY is a loud warning, and the pause in buybacks is an
invisible signal that the company is battening down the hatches for a multi-year deleveraging cycle,
which will likely cap any upside in the equity. (see Figure 5).

MoatPeak

Gray Rhinos: Obvious Risks, Mispriced Damage

The risk set is visible: regulatory friction, cultural dilution and the credit cliff.
Regulatory friction Cultural dilution Credit cliff
FTC review is not a formality. A Sysco bureaucracy could destroy S&P’s Negative outlook and
block would put a 1.164B dollar Jetro's entrepreneurial, high-speed buyback pause point to multi-year
termination fee on the table. DNA and trigger customer deleveraging pressure.
defection.

Risk frame: execution risk matters more than headline scale when leverage is already elevated.

Figure 5. Gray Rhinos: regulatory, cultural, and credit risk

Key takeaway: The main risks are visible before the damage occurs: regulatory friction, cultural dilution, and a
balance-sheet-led deleveraging ceiling.

6. Scenarios and Probabilities: Mapping the Future

MoatPeak utilizes Second-Order Thinking to map out probabilistic paths rather than rely on single-
outcome forecasts. Our base scenario, which we assign a 50 percent probability, has the $SYY
strategy succeeding but at an exhausting cost — integration friction and high leverage keep the
stock trading sideways for three years as the company prioritizes debt repayment over growth.
The bull scenario, at 25-30 percent, requires swift regulatory approval and synergy targets
exceeding 250 million dollars, with rapid deleveraging as the hybrid model captures the price-
sensitive market and triggers a valuation re-rating. The bear scenario, at 20-25 percent, involves
the FTC blocking the deal, or Jetro customers defecting to $USFD or $PFGC; in that world,
restaurant bankruptcies accelerate under wage inflation, leaving $SYY with a damaged balance
sheet and no growth lever. (see Figure 6).
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Scenario Map: Probabilities and Triggers

MoatPeak frames $SYY through base, bull and bear paths rather than a single-point forecast.

Base Key trigger Expected market reaction
50% Slow deleveraging and integration friction Sideways trading; multiple compression
o
Bull Key trigger Expected market reaction
25-30% FTC approval and $250M+ in synergies Sharp recovery; valuation expansion
= (]
Key trigger Expected market reaction
Regulatory block or restaurant bankruptcies Significant capital loss; credit downgrade

Figure 6. Scenario map for $SYY and the Jetro transaction

Key takeaway: Our base case is not a collapse thesis; it is a long, exhausting deleveraging thesis with upside
and downside defined by regulatory approval, synergy delivery, and customer retention.

Scenario Triggers

Probability Key Trigger Expected Market Reaction
Base Scenario 50% .Slow del‘evera.lgllng and Sideways .tradlng; multiple
integration friction. compression.
Bull Scenario 25-30% FTC approval and $250M+in  Sharp r.ecovery; valuation
synergies. expansion.
Bear Scenario 20-25% Regulatory block or . Slgnl.flcant capital loss;
restaurant bankruptcies. credit downgrade.

7. MoatPeak Insights: The Service Premium Stress Test

The MoatPeak Mentality focuses on economic utility over marketing promises, and we apply a
proprietary five-question stress test to determine whether a company can survive the death of the
Service Premium.

The first question we ask is whether the customer sees tangible P&L value. If a customer stays out
of habit, the business is a value trap; for $SYY’s legacy broadline delivery, the answer is
increasingly "No," while for Jetro’s self-service model, it is unambiguously "Yes." From there, we
ask whether there is a viable self-service path — because if a customer can switch to a cash-and-
carry model easily, your pricing power is an illusion, and the $SYY-Jetro deal proves that $SYY itself
already knows the answer is "Yes." We then test for true pricing power versus mere inertia: real
pricing power means the client remains after a price hike because your service is essential to their
survival, and what we are watching across the industry is inertia getting replaced by active
procurement auditing. Our fourth question asks whether service reduces total cost or merely adds
"comfort," because in 2026, comfort is a luxury restaurants cannot afford — METRO AG (which
was delisted in April 2025 and now serves as our operational benchmark) successfully moved
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toward a model that reduces total procurement cost through its sCore strategy. Finally, we ask
whether the balance sheet can survive the transition, because strategic resets are irrelevant if they
lead to a credit event, and $SYY’s 4.5x leverage makes this transition high-risk. (see Figure 7).
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MoatPeak Stress Test: Can the Service Premium Survive?

Five questions separate tangible economic utility from customer inertia.

Tangible P&L Viable self-service True pricing power Total cost Balance sheet
value? path? orinertia? reduction or resilience?
comfort?

Read-through For legacy $SYY broadline delivery, the test increasingly says “No"; for Jetro's self-service model,
the answer is "Yes."

Figure 7. MoatPeak Service Premium Stress Test

Key takeaway: The decisive test is whether a distributor reduces the customer’s total economic cost; comfort
alone is no longer a defensible moat.

Applying this lens to METRO AG (delisted April 2025), we see a business that has already embraced
the self-service reality. Applied to $SYY, the same test reveals a company in the middle of a painful
and expensive identity crisis.

8. Strategic Implications for the Retail Investor

The landscape of 2026 requires a Decision Engine approach, and we urge investors to prioritize
structural resilience over M&A headlines. The first discipline is to differentiate between a value
trap and a strategic pivot: $SYY is a strategic pivot with significant execution risk, while a value
trap is a distributor that continues to charge for delivery without offering documented cost-saving
advantages. The second discipline is patience with $SYY — we would not buy the dip until there
are clear regulatory and credit signals, because Citi’s 72 dollar target reflects a valuation reality
that may persist for years. The third discipline is to monitor $TOST (Toast), which we treat as the
leading indicator of restaurant behavior. The adoption of their xtraCHEF tool specifically enables
the analytical procurement behavior that is currently killing the Service Premium, and if $TOST
continues to grow its procurement modules, the B2B trade-down is accelerating. (see Figure 8).
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Retail Investor Decision Engine

The framework prioritizes structural resilience over M&A headlines.
Differentiate Value trap vs. strategic pivot: $SYY is a pivot, but with meaningful execution risk.

2 Wait for signa|5 Do not buy the dip until regulatory and credit signals improve; Citi's 72 dollar target
anchors valuation discipline.

Monitor behavior $TOST and xtraCHEF are leading indicators of restaurant procurement auditing.

n Protect capital  Look past marketing and into the cold reality of the P&L.

Figure 8. Retail investor decision engine

Key takeaway: The operating discipline is to wait for regulatory and credit signals, monitor restaurant
procurement behavior, and avoid paying for undifferentiated service premium.

The MoatPeak team remains committed to intellectual honesty and the protection of your capital
from long-term ruin. We look past the marketing and into the cold reality of the P&L. The battle for
the last point of margin is just beginning, and we are here to help you navigate it with clarity and
discipline.
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Important Disclosures & Disclaimer

MoatPeak — Independent Research

MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping investors
navigate complex market regimes through scenario-based analysis, institutional synthesis, and disciplined risk
frameworks.

Our research integrates insights from global investment banks, asset managers, and macroeconomic data sources,
translated into clear, actionable perspectives for long-term, strategic investors.

MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

Important Disclosures & Disclaimer

This report is provided for informational and educational purposes only and does not constitute investment
advice, a recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or
investment products.

All views expressed reflect the author’s judgment at the time of publication and are subject to change without
notice. Past performance is not indicative of future results. Investing involves risk, including the potential loss of
principal.

MoatPeak does not provide personalized investment advice and does not consider the investment objectives,
financial situation, or specific needs of any individual reader. Readers are encouraged to conduct their own
research and consult with professional advisors before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and
third-party materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or
timeliness of the information provided.

Intellectual Property & Usage

© 2026 MoatPeak. All rights reserved.

This report, including its content, structure, analysis, charts, and visual elements, is the intellectual property of
MoatPeak and may not be reproduced, redistributed, or transmitted, in whole or in part, without prior written
permission.
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