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Mattress/Bedding: The Emerging E-Commerce Market
(Vol. 13)

For Volume 13 of this 68-page semiannual report, we have conducted dozens
of interviews with e-commerce mattress company executives, as well as
manufacturers and online reviewers. We estimate market share for emerging
brands grew 350 bps to 14.0% in 2020 (an acceleration from the 180 bps
of share gain we estimate in 2019). For 2021, we estimate market share for
emerging brands will grow 160 bps to 15.6%. Looking ahead, we believe the
outlook for 2H21 is positive and off to a strong start, but growth is likely to
moderate as the industry laps strong demand from last year.

Key Investment Points

Emerging Brands Continue to Grow Rapidly. Our proprietary research suggests market
share growth for emerging mattress brands remains strong, as the COVID-19 backdrop
and resulting changes in consumer behavior have ignited a more favorable environment
for digital and home-related brands over the last 15 months.

« We believe consumer behavior as a result of COVID-19 continues to fuel NT and LT
positive trends for home-related products.

« The combination of strong demand and COVID-19-related disruptions has led to
elevated supply constraints beginning in 2020, which seem likely to continue through
all of 2021. Product and freight costs have risen significantly, and many manufacturers
and retailers have raised price accordingly.

« While Purple saw ST production issues in recent months, the Company outlined
encouraging LT guidance on its first analyst day in June, calling for $2.0B-$2.5B of
revenue with adjusted EBITDA margins of 14-15% within the next three to five years.

+ Resident, which sells Nectar and DreamCloud beds, leverages digital advertising
exceptionally well, has a growing wholesale business, and continues to drive strong
growth.

« The “sleep fitness” mattress by Eight Sleep includes special technology to improve
sleep and provide data-driven insights. Eight recently raised an $86M Series C at a
valuation approaching ~$500M, and is reportedly on track to triple sales in 2021.

« While Casper recently delayed its timeline to become EBITDA positive, we believe the
Company still has strong brand awareness among digitally native mattress brands and
can drive sales with new products, store openings, and retail partnerships.

« Our proprietary Key First Look Data implies trends at Purple (Overweight-rated),
Resident, and Saatva have been among the strongest of the larger emerging brands,
while trends at Leesa appear the most moderated.

+ Anti-dumping petitions against overseas manufactures have greatly reduced imports
from several countries (including China and Vietnam). As such, we expect domestic
producers of lower-priced mattresses to continue benefiting in 2H21.

« As of September 9, 2021, the majority of AMZN’s Amazon Basics models were
unavailable. While we are not certain, we believe this may be a result of supply chain
disruptions, rising raw material costs, or potentially a refresh of the assortment.
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Industry Update

For 2020, we estimate
emerging brand revenue of
$3.1B, representing 14.0%

market share, and yly

growth of ~$945M, or 350
bps of the retail market.

For 2021, we project $3.9B
of revenue, representing
15.6% market share, and
yly growth of ~$751M, or
160 bps of the retall
market.

For 2022, we project $4.5B
of revenue, representing
17.7% market share, and
yly growth of ~$619M, or
200 bps of the retall
market.

EMERGING E-COMMERCE AND DTC TRENDS IN THE MATTRESS SECTOR

Market Share Analysis: What This Means for Traditional Mattress Companies. We
expect direct-to-consumer and emerging brands to continue gaining market share in the
years ahead. For perspective, we estimate the emerging mattress brands generated
~$1.8B of revenue in 2018, representing 8.8% market share, and y/y growth of ~$455M,
or 2.0% of the retail market. For 2019, we estimate ~$2.2B of revenue, representing
10.5% market share, and y/y growth of ~$392M, or 1.8% of the retail market. For 2020, we
estimate ~$3.1B of revenue, representing 14.0% market share, and y/y growth of ~$945M,
or 3.5% of the retail market. For 2021, we forecast ~$3.9B of revenue, representing 15.6%
market share, and y/y growth of ~$751M, or 1.6% of the retail market. Finally, for 2022, we
forecast ~$4.5B of revenue, representing 17.7% market share, and y/y growth of ~$619M,
or 2.0% of the retail market. Supporting our projections are dozens of in-depth interviews
with e-commerce mattress company executives, as well as manufacturers, machinery
suppliers, and online reviewers. See Figure 1 for more detailed online mattress revenue
projections and market share analyses.

From volumes 1-11 of this report (dating back to our original deep-dive report in June
2015 through the last semiannual report in March 2021), we found that the emerging
threat was underappreciated. The impact of the emerging brands is more widely
understood today but continues to evolve in new ways. Within the context of an industry
that typically grows its retail market value by MSD in dollars, we believe emerging brands
could again account for over half of industry growth in 2021 (as it did in 2016-2020).

Rounding out our market share analysis, in addition to our calculation for the “emerging
brands,” as we call them, we believe there is another 10-15% of market share penetration
from other direct players in the market, including Amazon, Wayfair, 1-800-Mattress,
Costco, IKEA, etc. These “channels” overlap with the emerging brands by selling some of
those brands themselves. These retailers also sell traditional brands. Lastly, the traditional
manufacturers already sell DTC themselves, generally a MSD to low-teens percentage of
their businesses. Taking these groupings together, we estimate about 30% share
penetration of total DTC within the mattress sector.

Emerging Mattress Case Study: Early Years for Tempur-Pedic and Sleep Number.
While one might assume that direct sales are a new phenomenon in the mattress industry,
direct sales were a cornerstone of TPX’s and SNBR’s success in their early years. In 2002
(the year before TPX went public), TPX generated $165M in domestic revenue (with
$110M in domestic mattress revenue). This was achieved with only two mattress models:
the Classic and the Deluxe. At the time, 29% of TPX’s revenue was generated through its
direct channel. The Company relied on its direct response television marketing and had a
significantly smaller retail footprint. Subsequently, the percentage of direct sales declined
as the Company increased its penetration in traditional bedding retailers and focused on
driving customers into stores. This reversed in 2017 when the Company generated $2.2B
in North American sales (including Sealy) with ~6% from the direct channel, up 400 bps
from a low of 2% in 2016. Similarly, for SNBR, the direct channel represented ~28% of
sales in 2001. The channel was 7.6% of sales in 2019 and 2018, up slightly from a low of
7.0% in 2017 and 6.0% of sales the prior two years. In 2020, TPX’s direct channel
represented ~13.4% of NA revenues while SNBR’s direct channel represented ~14.5% of
revenues.

September 9, 2021
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Figure1 KBCM Emerging Mattress Brand Revenue Estimates
(S in millions)
2012 2013 2014 2015 2016 2017 2018 2019 2020P 2021E 2022E
Emerging Brand Revenue $10 $25 $75 $226 $764 $1,364 $1,819 $2,211 $3,155 $3,907 $4,526
YoY Growth % 150.0% 200.0% 201.3% 238.1% 78.5% 33.3% 21.6% 42.7% 23.8% 15.9%
YoY Growth S S 15 50 s 151 S 538 S 600 S 455 392 S 945 S 751 S 619
KBCM "Top 4" Revenue $176 $414 $730 $1,069 $1,398 $2,025 $2,539 $3,042
YOY Growth % 135% 76% 46% 31% 45% 25% 20%
% of Total 78% 54% 54% 59% 63% 64% 65% 67%
U.S. Market Overview
Mattresses $6,G32‘ $7,271‘ $7,569 $7,932 $7,993 $8,182 $8,564 $9,763 $10,057
Foundations 1,880" 2,049° 2,011° 2,106 2,393 2,325 2,667 2,720 2,747
Wholesale Market Size (ISPA) $8,512 $9,320 $9,580 $10,038 $10,386 $10,507 $11,231 $12,483 $12,805
Retail Markup Assumption 2.0x 2.0x 2.0x 2.0x 2.0x 2.0x 2.0x 2.0x 2.0x
Retail Market Size (KBCM Estimate) $17,024 $18,640 $19,159 $20,075 $20,772 $21,014 $22,463 $24,966 $25,610
Growth % 9.5% 2.8% 4.8% 3.5% 1.2% 6.9% 11.1% 2.6%
Emerging Mattress Brands Market Share (of $s) 0.4% 1.2% 4.0% 6.8% 8.8% 10.5% 14.0% 15.6% 17.7%
Emerging Mattress Brands Market Share Growth 0.8% 2.8% 2.8% 2.0% 1.8% 3.5% 1.6% 2.0%
Unit Share Analysis
Mattress Units Shipped (ISPA) 25.6" 28.8" 26.9 28.9 30.4 30.4 33.3 343 34.9
Mattress Average Unit Price at Wholesale (ISPA) $259 $253 $281 $275 $263 $269 $258 $285 $288
Mattress Average Unit Price at Retail (ISPA) $518 $505 $563 $549 $525 $538 $515 $570 $576
Est. Online Mattress ASP $700 $700 $700 $800 $850 $850 $875 $900 $900
Online Mattress Units Shipped 0.1 0.3 1.1 1.7 2.1 2.6 3.6 4.3 5.0
Emerging Mattress Brands Market Share (of Units) 0.4% 1.1% 4.1% 5.9% 7.0% 8.5% 10.8% 12.7% 14.4%
Emerging Mattress Brands Market Share Growth 0.7% 2.9% 1.8% 1.1% 1.5% 2.3% 1.8% 1.7%

Note: Revenue estimates are representative of all emerging e-commerce companies mentioned in this report. Units in millions.
Note: KBCM Top 4 includes Casper, Purple, Resident (which makes Nectar and others), and Saatva, which KBCM research indicates to be the largest

emerging brands (listed alphabetically).

Source: Company website, media reports, ISPA, and KeyBanc Capital Markets Inc.
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How Do the Traditional and Emerging Online Competitive Dynamics Compare? We
are asked this question frequently and highlight some of the most important industry
dynamics below.

Traditional Industry Overview

= Highly Consolidated from a Manufacturing Perspective

= Increasingly Consolidated Within the Retail Channel, Particularly in the Specialty
Segment, but Still Fragmented Overall

= 40%+ Product Margins for Manufacturers

= 50%+ Product Margins at Retail

= Primarily Domestic Manufacturing, Minimal Importation

= Minimal Inventory in Channel

= Negative Working Capital (Drives a Cash Benefit from Growing Sales)

Emerging Online Brands Competitive Considerations

Low Barriers to Entry
Minimal Inventory and Capital Needed, as Third-Party Manufacturing Makes/Ships
the Product

43

= Digital Marketing Is Critical

= High Quality Customer Service Is Necessary, and Especially Important During the
Returns Process

= Favorable Customer Reviews Are Critical

= KBCM Estimates Gross Margin of 40-50%

= KBCM Estimates Industry Return Rates of 10-15%, Which Are Losses as Product
Is Recycled or Given to Charity

= Optimize Product(s) for Highest Satisfaction/Lowest Return Rate

= Increasingly Looking for Own and Third-Party Physical Retail Distribution

= Product Lineups Are Expanding to Include New Entry Level and Higher End

Models, and More Accessory Products

September 9, 2021
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Figure 2 Mattress Industry Competitive Financial Overview

Tempur Purple Sleep
Company Name Sealy Innovation Casper Sleep Country Eve Sleep plc.
International Inc.
Inc. Inc. Canada
Ticker TPX SNBR PRPL CSPR 2727 EVE
Exchange NY SE NASDAQ NASDAQ NY SE TSE LSE
. ™
Time Period 2021E 2021E 2021E 2021E (6/30/2021) 2020A
Sales 5,043 2,302 834 605 699 34
Growth (%, YOY) 37.2 24.0 28.6 21.7 43.1 9.0
Gross Profit 2,264 1,414 375 295 228 20
Gross Margin (%) 44.9 61.4 450 48.7 327 57.3
SG&A 1,360 1,112 321 363 122 23
% of Sales 27.0 48.3 38.5 60.0 17.5 67.0
Advertising Expense 332.5% 253.0** 130.3** 156.8** 40.6** 8.0**
% of Sales 9.0** 13.6** 20.1** 31.6** 6.8** 24.2**
Operating Income 931 237 51 (64) 106 3
Growth (%, YOY) 50.8 28.4 (36.6) 141 7.7 79.9
Operating Margin (%) 18.5 10.3 6.1 (10.6) 15.2 (9.7)
Adjusted EBITDA 1,098 321 81 (32) 157 (©)]
Growth (%, YOY) 40.9 19.8 (8.4) 30.6 48.6 81.1
EBITDA Margin (%) 21.8 14.0 9.7 (5.2) 22.4 (7.9)
Net Income 651 184 54 (91) 71 3
Growth (%, YOY) 60.4 32.4 397.6 (1.3) 95.8 82.8
Returns (and Gross Revenue Deductions) 111.9* 81.5** 50.5%* 80.1%+* n/a 2.7
% of Sales 3.0 4.4%* 7.8** 20.4%* n/a 7.8
Proprietary Stores 600" 650 ~30 ~75 287 0
Wholesale Doors >25,000‘ n/a ~2,750 >2,000 n/a n/a
Manufacturing Facilities Yes Yes Yes No No No
Number of Mattress Models 33 9 7 7 n/a 4
Direct Channel Revenue (%) 14.0%* 99.9%* 68.6%* 69.5%* 100.0% 72.9%**
Store Revenue (%) n/a 86.3%* n/a n/a n/a n/a
E-Commerce Revenue (%) n/a‘ 13.6%* n/a n/a n/a n/a
Wholesale Revenue (%) 86.0%* 0.1%* 31.4%* 30.5%* 0.0% 27.1%**
North America Revenue (%) 86.0%* 100.0% 100.0% 100.0% 100.0% 0.0%
International Revenue (%) 14.0%* 0.0% 0.0% 0.0% 0.0% 100.0%
Patents n/a 350+ 100+ 25 0 0

Note: Dollars in millions (with EVE and ZZZ data converted to dollars from local currency at a spot rate).
*Based on TTM basis; **Based on last FY basis; ***9M ended September 2019.

Source: Company filings and KeyBanc Capital Markets Inc. estimates for TPX, SNBR, and PRPL, and Street Estimates for CSPR from Thomson Reuters
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Figure 3 Mattress Industry Competitive Financial Overview

ULl Purple Sleep
Company Name Sealy Innovation Casper Sleep Country Eve Sleep plc.
International Inc.
Inc. Inc. Canada
Ticker TPX SNBR PRPL CSPR 277 EVE
Exchange NYSE NASDAQ NASDAQ NYSE TSE LSE
Time Period 2020A 2020A 2020A 2020A 2020A 2020A
Sales 3,677 1,857 648 497 595 34
Growth (%, YOY) 18.4 9.3 514 13.1 8.5 9.0
Gross Profit 1,644 1,156 305 254 192 20
Gross Margin (%) 44.7 62.3 47.0 51.1 32.3 57.3
SG&A 1,042 930 228 329 106 23
% of Sales 28.3 50.1 35.1 66.2 17.8 67.0
Advertising Expense 333 253 130 157 41 8
% of Sales 9.0 13.6 20.1 31.6 6.8 24.2
Operating Income 618 185 80 (75) 86 (©)
Growth (%, YOY) 57.5 64.9 175.4 15.5 14.6 79.9
Operating Margin (%) 16.8 10.0 12.4 (15.1) 14.5 (9.7)
Adjusted EBITDA 780 268 88 (45) 135 3)
Growth (%, YOY) 53.4 40.7 163.5 36.0 121 81.1
EBITDA Margin (%) 21.2 14.4 13.6 (9.1) 226 (7.9)
Net Income 406 139 11 (90) 57 3)
Growth (%, YOY) 83.0 70.1 n/m 3.7 24.2 82.8
Returns (and Gross Revenue Deductions) 112 82 51 80.1** n/a 2.7
% of Sales 3.0 4.4 7.8 20.4** n/a 7.8
Proprietary Stores 400" 602 9 67 281 0
Wholesale Doors >25,00(? n/a 2,200+ >2,000 n/a n/a
Manufacturing Facilities Yes Yes Yes No No No
Number of Mattress Models 33 9 6 7 n/a 4
Direct Channel Revenue (%) 13.4% 99.7% 74.8% 73.1% 100.0% 72.9%*
Store Revenue (%) n/a 85.2% n/a n/a n/a n/a
E-Commerce Revenue (%) n/a‘I 14.5% n/a n/a n/a n/a
Wholesale Revenue (%) 86.6% 0.3% 25.2% 26.9% 0.0% 27.1%*
North America Revenue (%) 85.9% 100.0% 100.0% 97.6% 100.0% 0.0%
International Revenue (%) 14.1% 0.0% 0.0% 2.4% 0.0% 100.0%
Patents n/a 350+ 100+ 25 0 0

Note: Dollars in millions (with EVE and ZZZ data converted to dollars from local currency at a spot rate).
*Based on FY19 basis; **9M ended September 2019.
Source: Company filings and KeyBanc Capital Markets Inc. estimates
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MATTRESS INDU

TRY EARNIN

Figure 4 Mattress Industry 2Q21 Earnings Summary

TPX

SNBR

PRPL CSPR 777 (in CAD)
Revenue (vs Consensus) $1,169.1M (beat) $484.3M (miss) $182.6M (beat) $151.8M (beat) $192.2M (beat)
Revenue Growth (y/y) 75.8% 70.0% 10.6% 37.7% 67.3%
Growth vs (2Q19) 61.7% 36.1% 77.3% 59.4% 15.4%
Direct Channel Growth (y/y) 78.4% 70.0% -19.9% 31.3% 67.3%
Wholesale Channel Growth (y/y) 61.3% n/a 233.2% 78.9% n/a
Gross Margin 44.3% 60.5% 44.7% 47.8% 34.5%
Gross Margin A (yly) +368 bps +326 bps -471 bps -399 bps +235 bps
Operating Margin (%) 19.4% 6.1% 1.4% -10.2% 14.4%
Operating Margin A (yly) +891 bps +1,039 bps -2,148 bps +623 bps +607 bps
EPS (vs Consensus) $0.79 (beat) $0.88 (miss) $0.05 (miss) ($0.81) $0.48 (beat)
FY Revenue Guidance Raised Raised Resumed, but below prior n/a n/a

FY EPS Guidance Raised Raised n/a n/a n/a

Inflation Impact

Commodity inflation headwinds

$13M of incremental input cost

pressures, and expects >$50M of
incremental cost pressure in 2021

Experiencing rising costs in raw
material and labor.

Experiencing inflationary
pressures in raw materials,
freight, and labor.

Higher container rates, inventory,
and wage compensation costs.

Pricing/Promotion

Implemented pricing actions
during 4Q20 and again in the
beginning of 2Q21

ARPU grew 6.9% and units grew

59% yly. Activating ~$100M in

annualized price increases across

products.

Anticipates taking additional price
increases in 3Q

Implemented a small price
increase earlier this year, and
doing a larger price increase as of
October 1.

Increased average unit selling
prices.

Supply Chain

Remains constrained ($150M
estimated headwind), but
expected to be resolved by the
end of 2021.

Supply constraints limited
delivered sales in June and July,
and Labor shortages at a Tier 1
supplier. Expects to catch up in
4Q to support very high delivery

olumes

Largest challenge from raw
machine capacity from the
production issue, followed by labor
and raw materials. Elevated
backlog expected to clear out by
the end of August.

Experiencing continued supply
constraints in raw materials,
freight, and labor across supply
chain. Estimates impact on
revenue of ~$10M in 2Q21, and a
~$20M anticipated impact in 3Q

Experiencing challenges within the|
supply chain, both locally and
internationally.

Highlights from the Quarter

Acquisition of Dreams Announced

Expands Manufacturing Capacity -

4th manufacturing facility (Indiana)

added in North America in the
Last 12 Months.

Large backlogs, expected to
continue through the balance of
the year.

FY revenue and EPS guidance
raised for the second time.

Isolated production issues related
to Max machine reduced
production for ~10 weeks, which
negatively impacted both 2Q and
3Q revenue. However, production
increased throughout July and
reached full capacity during the
last week of July.

Pushed back profitability timeline
of being EBITDA positive to 2022
(from 2H21 expected previously),
given continued supply chain and
inflationary headwinds.

Rapid expansion of retail
partnership channel.

Expanded digital footprint in
partnership with Best Buy
Canada, including an exclusive
supply of traditional mattresses
such as Tempur-Pedic, Sealy,
Serta, Simmons, Simba, and
Purple on BestBuy.ca.

Source: Company reports and KeyBanc Capital Markets Inc.
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OVERVIEW: E-COMMERCE GROWTH IN THE MATTRESS/BEDDING SECTOR

Figure 5 Competitive Landscape Overview

Source: Company websites, Amazon.com, and KeyBanc Capital Markets Inc.
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$1495 - $1495

September 9, 2021

Bradley B. Thomas, CFA

Pg.8
(917) 368-2216 / bthomas@key.com



Industry Update

Figure 6 Key Growth and Funding Commentary

Company Name  Founded Location Funding e
Employees
BedinABox 2006 Johnson City, TN Self-funded (undisclosed amount) 11-50
Brooklyn Bedding 1995 Phoenix, AZ Merged w ith Nest Bedding in January 2017 201-500
$55M Series B, June 2015
($555M post money valuation)
$170M Series C, 6/17, w/ Target @ ~$75M,
June 2017 ($920M valuation) 597 full-time,
November $100M Series D, Existing Investors, 234 part-time,
Caspel 2013 ls et B0 (Target, NEA, VP, and Northw est VP) 831 total
March 2019 ($1.1B valuation) (S-1).
Filed S-1 on January 10, 2020. Implied IPO
Market Cap of $665M-$770M
$6M Seed, 2014
$10.4M Series A, October 2016
$5Min Series A, January 2017
Eight Sleep 2014 n/a $14M Series B, March 2018 11-50
$40M Series C, November 2019
$86M Series C, August 2021
(~$500M valuation)
Sleep Country Canada acquired Endy in
Endy 2015 Toronto, Canada December 2018 fgr $65M cash and up to 51-200
another $25M in 3 years based on
performance
$788K Seed, May 2015
$3.28Min Series A, November 2015
$9.16Min Venture Round, August 2016
Eve 2015 London, UK $18.3Min .Sene.s B, October 2016 73 (2019 Annual
£35Mraised in IPO, May 2017 Report)
(@ £140M valuation)
Market Cap of £9.5M as of
September 9, 2021
GhostBed n/a Plantation, FL n/a 51-200
$800K Seed, July 2015
Helix Sleep 2014 Philadelphia, PA $7.35Min Series A, August 2016 11-50
Total: $8.2M
$9Min Series A, July 2015
Leesa 2014 Virginia Beach, VA ($45M post money valuation) 11-50
$23Min Series B, July 2017
Nest Bedding 2011 Albany, CA Merged w ith Br00|<2|)(/)r17l3eddlng in January 51-200
Initially bootstrapped $5M
. Total Series A of $10.5M
Resident Home »
(Owlns Nectar) n/a n/a Convertible Note of $16.2M 170
$12.5Min Venture Equity, January 2020
$130M Series B, January 2021
GoodMorning.com Self-funf(;enilwrl;r;:gz,rzoo from
(previously 2009 Long Beach, CA . Y 11-50
Have publicly stated that they have no
Novosbed) . . . .
intention of sourcing other funding
5 GPAC invested at valuation of ~$500M in
Purple 2015 Alpine, UT ~1,600
P Pl February 2018
Saatva
(tnallig I Westport, CT nia 101-250
Loom & Leaf 2010 !
and Zenhaven)
Self-funded (undisclosed amount)
Acquired by Serta Simmons in
Tuft & Needle 2013 Phoenix, AZ September 2018 51-200
(KBCM estimates a transaction value of
~$350M)
Al
Yogasleep 2014 Charlotte, NC Acquired by Marpac in January 2018, 11-50
terms undisclosed
$94,301 raised via 165 backers on
Zotto 2015 Irvine, CA Kickstarter as of October 2, 2015, 2-10

exceeding its $75,000 goal

Source: Company website, Crunchbase, media reports, LinkedIn, and KeyBanc Capital Markets Inc. estimates
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Figure 7

Implied Valuations from Industry Datapoints in Recent Years

Acquisitions Details Estimated Revenue

Yogabed Acquired on Janu_alry 16th, 2018. _
Terms undisclosed.

Brooklyn Bedding Merged with Nest Bedding in January 2017. -
Acquired by SSB on September 18th, 2018.
KBCM estimates a $350M acquisition price with cash and
equity in SSB.

Tuft & Needle ~$165M (2018)

Sleep Country Canada acquired Endy in December 2018
Endy for $64M cash and up to another $25M in 3 years based
on performance.

~$20M (2017)

Acquired by LZB on July 16th, 2018. No additional terms
or financial details were disclosed. Acquisition price range
of $68M-$140M

Joybird (Furniture) $109M (F21 actual)

Implied
Price/Sales

1.9

£35M raised in IPO, May 2017.
(@ £140M valuation)
Market Cap of £9.5M as of
September 9, 2021

£27TM

GPAC invested at valuation of ~$500M in February 2018

Market Cap of $1.6B as of September 9, 2021 $834M

Purple

$55M Series B, June 2015
($555M post money valuation)
$170M Series C, 6/17, w/ Target @ ~$75M,
June 2017 ($920M valuation)
$100M Series D, Existing Investors,
(Target, NEA, IVP, and Northwest VP)
March 2019 ($1.1B valuation)

Casper $606M

Filed S-1 on January 10, 2020. Implied IPO Market Cap of
$665M-$770M
Market Cap of $203.9M as of September 9, 2021

Public Market 2021E

Leesa $32M total raised. Valuation undisclosed. -

$7M Series A, April 2016 (Silas Capital)
$4.5M Series B, October 2017 (Silas Capital) }
Boll & Branch $100M, August 2019

$111.5M total raised. Valuation undisclosed.

$20K Seed Round, August 2014
$10M Series A, March 2017 (FirstMark)
$50M Series B, March 2020 (Summit Partners) -
Undisclosed PE round, June 2021 (Freeman Spogli)

Brooklinen

$256K Kickstarter, February 2014
$123K Kickstarter, December 2015
$875K Seed Round, May 2016 (La-Z-Boy) -
$5.6M Series A, January 2018 (Beringea, La-Z-Boy)
$15M Series B, April 2021 (Walden Ventures)

Floyd

$920K Seed Round, August 2016
$4.3M Seed Round, Dec. 2017 (Red & Blue Ventures)
Burrow $14M Series A, Mach 2018 (New Enterprise) }
$9.1M Series B, July 2019
$750K Venture Round, August 2019 (Alumni Ventures)

$25M Series C, February 2021 (Parkway VC)

Parachute Home

$44.8M total raised. Valuation undisclosed. -

Private Market

Source: Company reports, media reports, Thomson Reuters, Crunchbase, and KeyBanc Capital Markets Inc. estimates
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The E-Commerce Opportunity Has Attracted Many Investors in Recent Years. The
sector has drawn significant investor interest in recent years. Most notable are some of
the raises Casper and PRPL have done. On January 10, 2020, Casper filed its S-1,
announcing plans for an IPO. The filing priced Casper shares between $17-$19 per share,
implying a market cap of $665M-$770M (depending on share price and the overallotment).

As of September 9, 2021, CSPR’s market cap was about $202M. For Casper, this follows
several private funding rounds including $100M in March 2019, which included current
investors such as NEA, IVP, Norwest, and Target, as well as several new investors,
according to Furniture Today. Previously, in June 2015, Casper closed a Series B funding
round where the Company raised $55M at a $555M post-money valuation. Investors in the
second round of funding included celebrities such as Leonardo DiCaprio, Tobey Maguire,
and Adam Levine, who joined Ashton Kutcher as investors in the Company. Several of
Casper’s existing institutional investors also increased their investment in the Company,
sources reported. Subsequently, in June 2017, Target is reported to have invested at least
$75M into Casper at a $920M valuation (reported in the media).

Overweight-rated Purple (PRPL), which went public in in early 2018, completed a 10M
share secondary offering at a price of $7.00 per share in November 2019. The transaction
amounted to a total of ~$70M gross proceeds before deducting underwriting discounts
and commissions. Subsequent to the SPAC transaction, PRPL has not tapped the equity
markets for funding for itself. However, it has seen several secondary offerings involving
investors in the business. Most recently, in April 2021, Coliseum Capital Partners, L.P.
and Blackwell Partners LLC completed a secondary offering to sell over 7M shares for a
price of $30.00 per share.
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HOW COVID-19 IS RESHAPING THE MATTRESS INDUSTRY

Strong Demand in 1H21, but Unit Growth Has Been Moderate. Industry association
ISPA (which tracks a sample of domestic mattress manufacturers) indicated that mattress
growth over the last four quarters grew 16.4% yly. Interestingly, the majority of this growth
was driven by AUP, which grew 13.5% yl/y over the last four quarters, while unit growth
only grew 3.9% yly. However, given tougher comparisons in 2H, we expect mattress sales
growth to moderate in the next two quarters.

Figure 8 Historical ISPA Quarterly Data

Units (thousands) 1019 2Q19 _ 3Q19 __ 4Q19 2019 1Q20 __ 2Q20 __ 3Q20 __ 4Q20 2020 1Q21 ___ 2Q21 ™
Mattresses 7664 6860 7,781 7,872 30482 8162 7,540 8926 8,154 32,765 7,112 8,375 32,567
Domestic 5406 5690 6263 5797 23466 5466 5473 6354 5795 23076 5924 6274 24,348
Imports 2258 1169 1519 2075 7,016 2,696 2067 2572 2360 9689 1188 _ 2,100 _ 8220
Stationary Foundations 4670 4536 5116 5109 19,799 4,797 4297 4,746 4559 18324 4,997 5192 19,494
Domestic 3250 3357 3520 3057 13545 2822 2964 3366 2902 11,831 2957 3,375 12,600
Imports 1420 1179 1596 2052 6254 1975 1333 1380 1658 6493 2040 1817 _ 6894
Motion Foundations 514 717 687 671 2589 689 518 832 1619 3,903 873 788 4,112
Total 12848 12,113 13,584 13652 52,870 13,648 12355 14504 14,332 54992 12,981 14,354 56,172

Average Unit Price

Mattresses 262.68 275.09 27196 27193 268.67 252.01 22598 269.72 27358 25550 30547 30157 286.68
Domestic 32457 309.98 31059 326.01 31480 317.78 268.44 33409 34347 31596 348.73 36832 348.71
Imports 11448 10547 11251 120.82 11440 11866 113,51 11069 101.86 111.53 89.75 102.14  102.95

Stationary Foundations 71.61 72.16 70.05 75.02 71.96 73.42 71.59 68.52 64.16 69.23 73.45 90.97 74.74
Domestic 73.20 74.62 72.93 73.05 73.03 72.43 70.09 70.94 70.06 70.81 72.81 99.75 78.89
Imports 67.96 65.14 63.78 77.97 69.65 74.85 74.93 62.61 53.80 66.35 74.37 74.64 67.14

Motion Foundations 358.37 32218 32431 37466  343.53 404.18 341.63 401.68 293.39 331,57 384.60 399.29  354.96

Total 197.06 201.88 19856 203.29 19867 19693 177.14 21145 209.20 198.83 22148 230.76 218.13

Dollars (millions)

Mattresses 2,0132 1,887.1 2116.1 2,406 88,1896 20569 1,703.9 24075 22308 83715 21725 25255 9,336.3
Domestic 1,7546 11,7638 19452 18899 73870 17370 14693 21228 19904 7,291.0 20659 23110 8,490.1
Imports 258.5 123.3 170.9 250.7 802.6 319.9 234.6 284.7 2404  1,080.6 106.6 2145 846.2

Stationary Foundations 334.4 3273 358.4 3833 14248 352.2 307.6 325.2 2925 1,268.6 367.0 4723 1,457.0
Domestic 237.9 250.5 256.7 2233 989.2 204.4 207.7 238.8 203.3 837.8 2153 336.7 994.1
Imports 96.5 76.8 101.8 160.0 435.6 147.8 99.9 86.4 89.2 430.8 151.7 135.6 462.9

Motion Foundations 184.2 231.0 222.8 251.4 889.4 278.6 177.1 334.2 475.0 1,294.1 335.6 3146 14594

Total 25318 24454 26973 2,7753 105038 2,687.7 2,188.6 3,0669 29983 109342 28751 33124 12,2527

Y/Y Change

Units (thousands) 1Q19 2Q19 3Q19 4Q19 2019 1Q20 2Q20 3Q20 4Q20 2020 1Q21 2Q21 TT™

Mattresses 7.7% -3.3% -4.6% 5.1% 1.0% 6.5% 9.9% 14.7% 3.6% 7.5% -12.9% 11.1% 3.9%
Domestic -4.3% -5.1% -0.7% 8.4% -0.7% 1.1% -3.8% 1.5% 0.0% -1.7% 8.4% 14.6% 5.9%
Imports 54.2% 6.6% -17.7% -3.1% 7.3% 19.4% 76.8% 69.3% 13.7% 38.1% -55.9% 1.6% -1.6%

Stationary Foundations -0.3% -8.2% -1.0% 6.8% -1.0% 2.7% -5.3% -72%  -10.8% -7.4% 4.2% 20.8% 0.9%
Domestic -143%  -11.7% -8.7% -44% -10.1% -132% -11.7% -4.4% -5.1% -12.7% 4.8% 13.9% 1.9%
Imports 59.1% 3.6% 21.8% 29.5% 27.1% 39.1% 13.1%  -135%  -19.2% 3.8% 3.3% 36.3% -0.9%

Motion Foundations -34.2%  -28.0%  -20.4% 11.5%  -20.2% 34.1%  -27.7% 21.1% 141.3% 50.8% 26.6% 52.0% 60.2%

Total 2.1% -7.0% -4.2% 6.0% -1.0% 6.2% 2.0% 6.8% 5.0% 4.0% -4.9% 16.2% 5.5%

Average Unit Price

Mattresses -0.6% 0.6% 2.8% 5.6% 1.8% -41% -17.9% -0.8% 0.6% -4.9% 21.2% 33.5% 13.5%
Domestic 7.3% 2.2% 0.7% 3.5% 3.1% 21%  -13.4% 7.6% 5.4% 0.4% 9.7% 37.2% 14.6%
Imports -2.7% -4.2% -1.6% 5.5% 0.0% 3.7% 7.6% -1.6%  -15.7% 25% -244%  -10.0%  -14.5%

Stationary Foundations 4.9% 7.8% 4.1% 5.9% 6.0% 2.5% -0.8% -22%  -14.5% -3.8% 0.0% 27.1% 1.6%
Domestic 5.4% 8.1% 5.6% -2.2% 4.7% -1.1% -6.1% -2.7% -4.1% -3.0% 0.5% 42.3% 8.5%
Imports 7.3% 8.7% 2.9% 23.7% 12.1% 10.1% 15.0% -1.8%  -31.0% -4.7% -0.6% -0.4% -9.8%

Motion Foundations 0.5% -6.4% -7.4% 7.1% -1.8% 12.8% 6.0% 239% -21.7% -3.5% -4.8% 16.9% 2.8%

Total 0.0% 0.7% 0.3% 5.6% 15% -0.