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® Brand Check-up

Peloton

As of June 25, 2024

® Status: Bleeding

Pelotonssizedits supply andits brand for alockdown boom; after two
major recalls and two CEO changes, its paid hardware subscriptions
have stalled near three million.

About this check-up

Brand Doctor reviews well-known brands the way we review a client’'s marketing: symptoms,
diagnosis, treatment. This check-up uses public information available on June 25, 2024. It is
brand and marketing analysis, not investment advice. Sources are listed at the end.
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Vital signs

Share price
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2019-09-25 2021-01-13
Share price

$3.37

Nasdaq close, June 25, 2024 [1]

Market value

About $1.25 billion

370.8 million Class A and B shares (April 29,
2024) at the June 25 close; nearly $50 billion at
the January 2021 high [1, 15, 8]

Paid Connected Fitness Subscriptions

3.056 million

March 31, 2024, against 3.055 million a year
earlier; 1.2% average monthly churn [13]
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USD, at the dates shown [4, 2, 3, 1]

$37.27

o\$3.37
[

Foley steps aside as As-of close
CEO 2024-06-25
2022-02-08
Change from peak

-98%

From the record close of $167.42 on January 13,
2021 1, 2]

Latest annual revenue

$2.80 billion

Fiscal 2023 (year to June 30, 2023), down from
$4.02 billion in fiscal 2021 [12, 5]

Paid App subscriptions

674,000

March 31, 2024, down 21% year over year [13]
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Timeline

2019-09 @ Peloton prices its IPO at $29 a share; the stock ends its first day of trading
down 11%. [4]

2021-01 @ Shares reach a record close of $167.42 on January 13; market value nears $50
billion. [2, 8]
2021-05 @ Recall of about 125,000 Tread+ treadmills after a child's death; Foley admits a

mistake in the initial response to the regulator. [6, 7]

2021-05 @ Peloton announces a $400 million factory in Ohio, after buying Precor for $420
million. [5, 8]

2021-08 e Fiscal 2021 revenue reaches $4.02 billion, up from $1.83 billion a year earlier.
[5]

2022-01 ® CNBC reports Peloton is pausing production as demand falls and inventory
builds. [8]

2022-02 @ John Foley steps aside as CEO for Barry McCarthy; Peloton announces about

2,800 job cuts and winds down the Ohio factory plan. [9, 16]

2023-05 @ Recall of about 2.2 million Bikes over seat posts (May 11); brand relaunch with
free and paid app tiers (May 23). [10, 11]

2024-05 ® McCarthy steps down on May 2; interim co-CEOs named and about 15% of
staff to be cut. [13]

2024-05 @ Peloton completes a $1.35 billion refinancing on May 30, extending debt
maturities. [14]

Symptoms

e Share price 98% below its January 2021 record close
e Quarterly revenue down 4% year over year, hardware revenue down 14%

e Paid Connected Fitness Subscriptions flat at about 3.06 million for a year
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e Paid App subscriptions down 21% a year after the brand relaunch

e Two CEO changes in just over two years, now led by interim co-CEOs
Diagnosis

0 Built supply for atemporary spike

Revenue rose from $1.83 billion in fiscal 2020 to $4.02 billion in fiscal 2021. Peloton
bought Precor for $420 million and announced a $400 million Ohio factory. By January
2022 it was pausing production with thousands of units in warehouses or on ships. [5, 8]

a Safety failures hit a premium promise

The 2021 Tread+ recall followed a child's death and 72 incident reports, and Foley said the
company made a mistake in its initial response. A 2023 recall covered about 2.2 million
Bikes with seat posts that could break. [6, 7, 10]

e Repositioning without a clear next customer

The May 2023 relaunch pitched Peloton to anyone, anywhere, with a free tier and paid app
tiers up to $24 a month. By March 2024 paid App subscriptions were down 21% year over
year, and the company cut its year-end App forecast by 150,000. [11, 13]

° Marketing spend is not buying growth

Sales and marketing expense rose to $170.3 million in the March 2024 quarter from $154.6
million a year earlier. Over the same period revenue fell 4% and paid Connected Fithess
Subscriptions stayed at about 3.06 million. [13]
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Prognosis

As of June 25, 2024, Peloton is stable but not recovering. The May refinancing extended debt
maturities, free cash flow turned positive in the March quarter and churn among hardware
subscribers remains low. Against that, revenue is shrinking, the app business is losing paying
users and the company has no permanent chief executive. What to watch: the choice of a new
CEO, whether paid Connected Fitness Subscriptions hold near the 2.96 to 2.98 million guided for
June 30, 2024, and whether marketing spend starts to add net new subscribers rather than
replace lost ones.

Treatment

e Appoint a permanent chief executive with a clear brand mandate, and keep the strategy
steady through the handover.

e Choose the next customer group to win, close to today's loyal hardware members, before
widening the pitch to everyone.

e Make safety and service visible parts of the brand, with fast, public responses to any product
issue.

e Tie marketing spend to net subscription growth and retention, not downloads or reach.

Lessons for growing companies

Size for the trend, not the spike

A surge in demand is a reason to test whether it will last. Add capacity in steps you can
reverse.

Safety is part of the brand

For a premium product, how you handle a defect says more than any campaign. Respond
fast and in public.
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Repositioning needs a target

Telling everyone a product is for them is not a positioning. Pick the next customer group
and measure whether they arrive and stay.
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Peloton Interactive, Inc. (PTON) historical prices, June 20 to 27, 2024. Yahoo Finance, 2024-06-25.
https://finance.yahoo.com/quote/PTON/history/?period1=1718841600&period2=1719532800

Peloton Interactive (PTON) stock price history. Macrotrends, 2021-01-13.
https://www.macrotrends.net/stocks/charts/PTON/peloton-interactive/stock-price-history

Peloton Interactive, Inc. (PTON) historical prices, February 7 to 9, 2022. Yahoo Finance, 2022-02-08.
https://finance.yahoo.com/quote/PTON/history/?period1=1644192000&period2=1644451200

Peloton falls below IPO price in Wall Street debut. CNN Business, 2019-09-26.
https://www.cnn.com/2019/09/26/tech/peloton-ipo

Q4 FY2021 Shareholder Letter (Form 8-K exhibit). Peloton Interactive, Inc. via SEC EDGAR, 2021-08-26.
https://www.sec.gov/Archives/edgar/data/1639825/000163982521000254/shareholderletter2021q4.htm

Peloton Recalls Tread Plus Treadmills After One Child Died and More than 70 Incidents Reported. U.S. Consumer

Product Safety Commission, 2021-05-05.
https://cpsc.gov/Recalls/2021/Peloton-Recalls-Tread-Plus-Treadmills-After-One-Child-Died-and-More-than-70-Incidents-Repo
rted

Peloton recalls 2 treadmills after child death, injuries reported. News4JAX (WJXT), 2021-05-05.
https://www.news4jax.com/money/2021/05/05/peloton-recalls-2-treadmills-after-child-death-injuries-reported/

Peloton to pause production of its bikes, treadmills as demand wanes. CNBC, 2022-01-20.
https://www.cnbc.com/2022/01/20/peloton-to-pause-production-of-its-bikes-treadmills-as-demand-wanes.html

Peloton is replacing its CEO and cutting around 2,800 jobs. Engadget, 2022-02-08.
https://www.engadget.com/peloton-will-replace-its-ceo-and-cut-2800-jobs-as-it-tries-to-weather-struggles-111506683.html

Peloton Recalls Two Million Exercise Bikes Due to Fall and Injury Hazards. U.S. Consumer Product Safety

Commission, 2023-05-11.
https://www.cpsc.gov/Recalls/2023/Peloton-Recalls-Two-Million-Exercise-Bikes-Due-to-Fall-and-Injury-Hazards

Peloton Reintroduces Itself For Anyone, Anywhere. Peloton Interactive, Inc., 2023-05-23.
https://investor.onepeloton.com/news-releases/news-release-details/peloton-reintroduces-itself-anyone-anywhere

Q4 FY2023 Shareholder Letter (Form 8-K exhibit). Peloton Interactive, Inc. via SEC EDGAR, 2023-08-23.
https://www.sec.gov/Archives/edgar/data/1639825/000163982523000128/g42023shareholderletter.htm

Q3 FY2024 Shareholder Letter (Form 8-K exhibit). Peloton Interactive, Inc. via SEC EDGAR, 2024-05-02.
https://www.sec.gov/Archives/edgar/data/1639825/000163982524000049/g32024shareholderletter.htm

Peloton Announces Successful Completion of $1.35 Billion Holistic Refinancing (Form 8-K exhibit). Peloton

Interactive, Inc. via SEC EDGAR, 2024-05-30.
https://www.sec.gov/Archives/edgar/data/1639825/000119312524150397/d832347dex991.htm

Form 10-Q for the quarter ended March 31, 2024. Peloton Interactive, Inc. via SEC EDGAR, 2024-05-02.
https://www.sec.gov/Archives/edgar/data/1639825/000163982524000055/pton-20240331.htm

Peloton Announces Comprehensive Program to Reduce Costs and Drive Growth, Profitability, and Free Cash Flow

(Form 8-K exhibit). Peloton Interactive, Inc. via SEC EDGAR, 2022-02-08.
https://www.sec.gov/Archives/edgar/data/1639825/000163982522000007/pressreleaseannouncingrest.htm
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About Brand Doctor

Brand Doctor is a marketing strategy consultancy founded by CIiff K. F. Lin. He has spent 17
years in marketing and managed more than $30 million in spend for SaaS, tech and
lead-generation companies.

A Brand Check-up applies the method we use with clients to a well-known brand: the symptoms
you can see from outside, the root causes behind them, and the treatment we would prescribe.
For your own company, we look at six areas (positioning, messaging, customer journey, channel
mix, budget and spend, and measurement) and rank what to fix first.

$30M+ 135+ 8 x 17

In marketing spend Campaigns treated Growth achieved Years in marketing
managed

Find out where your marketing is
bleeding.

Brand Doctor runs the same check-up on your marketing. Book a free
diagnosis at brandmd.ca/contact.

Book your free diagnosis
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