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Tip-Toeing Over the Precipice of Consumer Driven Healthcare

CITI'S TAKE

We are initiating on Hims and Hers Healthcare (HIMS) with a Neutral/High Risk rating
and a $23 PT. As we wrote in our sector initiation (LINK), we firmly believe the
healthcare sector is on the verge of its “Netflix Moment,” with consumer-driven
companies like HIMS disrupting traditional modalities of care (particularly for low
acuity conditions). We think HIMS’ growth strategy is smart, effecting what we deem
“stigma arbitrage,” as it expands its markets from ED and hair loss to larger markets
with significant unmet needs. We think that HIMS will be able to conservatively
achieve 30% revenue growth for the foreseeable future while maintaining best-in-
class gross margins of ~75%, eventually turning EBITDA positive in 2023. Our
Neutral rating is largely predicated on valuation given low barriers to entry and the
deluge of well-financed competitors likely to come to market in the near future.

Defining the Netflix Moment — We have begun to see the decoupling of healthcare
from impersonal and confusing B2B2C modalities to consumer-driven models with a
relentless focus on personalization and member experience. The near ubiquity of
high-deductible health plans, coupled with an evermore confusing and fragmented
healthcare system, has created a void which will be filled by direct-to-consumer (DTC)
virtual health solutions like HIMS (particularly for stigmatized low acuity conditions).
We see a long growth runway ahead for HIMS as it supplements its core markets of
ED and hair loss with mental health, dermatology, primary care and (over a longer
time horizon) sleep, fertility, diabetes and cholesterol.

Valuation and Low Barriers to Entry Keeps us on the Sidelines — In our view,
the DTC virtual heath market suffers from relatively low barriers to entry, and HIMS
must increasingly rely on its brand to fend off competition. Given HIMS is priced for
perfection currently in our view, we await a better entry point. Our $23 PT
contemplates a 17.5x revenue multiple on our FY22 estimates.

EPS (US$) (e} Q2 Q3 Q4 FY FC Cons
2019A -0.20A -0.30A -0.19A -0.14A -0.84A na
2020E -0.06A 0.01A -0.06A -0.08E -0.18E -0.53E
Previous na na na na na na
2021E -0.04E -0.03E -0.04E -0.04E -0.15E -0.31E
Previous na na na na na na
2022E -0.02E -0.01E -0.01E -0.01E -0.06E -0.23E
Previous na na na na na na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consensus.
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HIMS.N: Fiscal year end 31-Dec

Price: US$22.46; TP: US$23.00; Market Cap: US$4,076m; Recomm: Neutral/High Risk

Profit & Loss (US$m) 2018 2019 2020E 2021E 2022E Valuation ratios 2018 2019 2020  2021E  2022E
Sales revenue 26.7 82.6 149.6 198.7 261.7 PE (x) -22.3 -26.9 na na na
Cost of sales -18.9 -38.0 -40.1 -49.7 -62.8 PB (x) 66.3 334 18.3 132 14.9
Gross profit 7.8 446 109.5 149.0 198.9 EV/EBITDA (x) na -61.0 na na na
Gross Margin (%) 29.2 54.0 73.2 75.0 76.0 FCF yield (%) -3.8 -4.4 -0.6 -0.7 0.3
EBITDA (Adj) -68.4 -66.1 -10.8 -24.6 -9.8 Dividend yield (%) na na na na na
EBITDA Margin (Adj) (%) na -80.1 1.2 -12.4 -3.7 Payout ratio (%) 0 0 0 0 0
Depreciation 0 -0.3 -1.0 1.4 -1.8 ROE (%) na  -194.0 =317 -22.9 -12.6
Amortisation 0 0 0 0 0 Cashflow (US$m) 2018 2019  2020E  2021E  2022E
EBIT (Adj) -68.5 -66.4 -11.9 -26.0 -11.6 EBITDA -75.8 -714.1 -19.9 -44.5 -36.0
EBIT Margin (Adj) (%) na -80.4 8.0 -13.1 -4.4 Working capital 10.6 9.9 0.2 0.1 0.6
Net interest -0.2 -0.4 0.0 0.0 -0.2 Other 7.8 9.1 111 19.6 25.9
Associates 0 0 0 0 0 Operating cashflow -57.3 =749 9.0 -24.8 -10.7
Non-Op/Except/Other Adj -6.6 5.2 -11.3 -20.0 -26.2 Capex 0.0 -0.3 -1.8 =21 -2.6
Pre-tax profit -75.2 -71.9 -23.2 -46.0 -38.0 Net acq/disposals 0 -37.5 -28.7 0 0
Tax 0.0 -0.1 0.1 -0.1 -0.1 Other 0 -15 2.3 25 -2.6
Extraord./Min.Int./Pref.div. 0 0 0 0 0 Investing cashflow 0.0 -39.3 -32.8 -4.5 5.2
Reported net profit -75.2 72,0 -23.3 -46.1 -38.1 Dividends paid 0 0 0 0 0
Net Margin (%) na -87.2 -15.6 -23.2 -14.6 Financing cashflow 78.2 95.3 48.4 238.9 0
Core NPAT -67.9 -64.0 -14.3 -26.3 -11.9 Net change in cash 20.8 -18.8 6.7 209.6 -16.0
Per share data 2018 2019 2020E 2021E 2022E Free cashflow to s/holders -57.3 -75.2 -10.8 -26.9 -13.3
Reported EPS ($) -1.12 -0.94 -0.30 -0.25 -0.19

Core EPS ($) -1.01 -0.84 -0.18 -0.15 -0.06

DPS ($) 0 0 0 0 0

CFPS ($) -0.85 -0.98 -0.12 -0.14 -0.05

FCFPS (3) -0.85 -0.98 -0.14 -0.15 -0.07

BVPS (%) 0.34 0.67 1.23 1.70 1.51

Wtd avg ord shares (m) 67.3 76.5 78.0 181.0 196.0

Witd avg diluted shares (m) 67.3 76.5 78.0 181.0 196.0

Growth rates 2018 2019 2020E  2021E 2022E

Sales revenue (%) na 209.4 81.2 32.8 31.7

EBIT (Adj) (%) na 3.1 82.0 -118.0 55.2

Core NPAT (%) na 5.8 77.6 -83.1 54.6

Core EPS (%) na 17.2 78.0 211 58.0

Balance Sheet (US$m) 2018 2019 2020E 2021E 2022E

Cash & cash equiv. 415 60.4 87.6 297.2 281.3

Accounts receivables 0 0 0 0 0

Inventory 3.7 4.2 5.1 6.6 8.5

Net fixed & other tangibles 0.2 25 12.9 16.1 19.5

Goodwill & intangibles 0 0 0 0 0

Financial & other assets 2.1 5.0 5.2 7.0 9.2

Total assets 41.5 7241 110.9 326.9 3184

Accounts payable 13.3 7.2 6.8 8.8 11.3

Short-term debt 7.8 1.5 0 0 0

Long-term debt 0 0 0 0 0

Provisions & other liab 3.6 1.9 8.5 9.7 10.7

Total liabilities 24.7 20.6 15.2 18.6 22,0

Shareholders' equity 228 514 95.6 308.3 296.4

Minority interests 0 0 0 0 0

Total equity 22.8 51.4 95.6 308.3 296.4

Net debt (Adj) -33.7 -58.9 -87.6 -297.2 -281.3

Net debt to equity (Adj) (%) -147.9 -114.4 91.7 -96.4 -94.9

For definitions of the items in this table, please click here. ‘
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Executive Summary

We are initiating on Hims and Hers Healthcare (HIMS) with a Neutral/High Risk
rating and a $23 PT. As we wrote in our HCIT sector initiation (LINK), we firmly
believe the healthcare sector is on the verge of its “Netflix Moment,” with consumer-
driven companies like HIMS disrupting traditional modalities of care (particularly for
low acuity conditions). We think HIMS’ growth strategy is disciplined and smart,
effecting what we deem “stigma arbitrage,” as it expands its markets from ED and
hair loss to larger markets with significant unmet needs. We think that HIMS will be
able to conservatively achieve 30% revenue growth for the foreseeable future while
maintaining best-in-class gross margins of ~75%, eventually turning EBITDA
positive in 2023. Our Neutral rating is largely predicated on valuation given low
barriers to entry and the deluge of well-financed competitors likely to come to
market in the near future

The Consumerization of Healthcare

We have begun to see the decoupling of healthcare from impersonal and confusing
B2B2C modalities to consumer-driven models with a relentless focus on
personalization and member experience. The near ubiquity of high-deductible
health plans, coupled with an evermore confusing and fragmented healthcare
system, has created a void which will be filled by direct-to-consumer (DTC) virtual
health solutions like HIMS. COVID-19 will act as an adoption accelerant for these
models as the pandemic forced patients/consumers to seek out virtual care and
more consumer-oriented care access points.

Capitalizing on Stigma Arbitrage

HIMS is particularly adept at capitalizing on what we deem “stigma arbitrage.” There
are certain conditions where stigma is high, acuity is low and treatment is
inexpensive (e.g. erectile dysfunction and hair loss). For these conditions, there is a
large shadow patient population who may suffer silently, unwilling to see an in-
person doctor due to embarrassment and/or a lack of urgency. The privacy and
convenience that asynchronous virtual health affords can tap into this shadow
population in a price inelastic manner. It is very telling that ~80% of HIMS’
customers indicate they are seeking treatment for their particular condition for the
first time.

By bundling a text-based doctors’ visit with a subscription-based prescription, HIMS
is able to charge relatively high prices and still maintain ~90% recurring revenue.
For example, HIMS sells a 12 month supply of 60mg Sildenafil (generic Viagra) for
$312 (assuming 6 doses per month). This equates to $4.33 per dose. A price-savvy
patient using GoodRx can get the same prescription for $20.25 or $0.28 per dose at
a local pharmacy. Of course with GoodRx the patient will need to add on the cost of
a doctor’s visit to get the prescription in the first place, but if the patient were to use
GoodRx’s HeyDoctor service, that would only add $39 to the cost (and presumably
for ED this is just a onetime cost). It is important to note that HIMS members can
send the prescription to any pharmacy and, if available, use a coupon via GoodRx
to lower the price of the prescription. However, 95%+ of HIMS members choose not
to do this according to the company

We see no lack of conditions that HIMS can apply this Stigma Arbitrage to and can
even expand to conditions with relatively low levels of stigmatization. For example,
HIMS can expand beyond its core markets of ED and hair loss to mental health,
dermatology, and primary care and (over a longer time horizon) sleep, fertility,
diabetes and cholesterol control.
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Virtual Health is Here to Stay

As we have been very vocal about (LINK), we firmly believe that the growth in
virtual health seen during the pandemic is durable. We have long been bullish on
virtual health, as it seems best suited to capitalize on many of the key trends
impacting the delivery of care, namely (1) increasing healthcare consumerism, with
a focus on cost and convenience; (2) steerage of patients to lower-cost modalities
of care; (3) a shortage of primary care physicians (particularly in rural areas); and
(4) increasing consumer comfort with digital interactions.

We are convinced that the pandemic has fundamentally shift how care is delivered
in the U.S., with virtual health becoming an important treatment modality across the
care continuum. While utilization will certainly drop as COVID-19 concerns wane
and as payers offer less generous reimbursement, we think that the shift to virtual
care will be durable as the pandemic has fundamentally changed payer, patient,
and provider preferences. We currently size the virtual health market at more than
$100B and estimate HIMS can access $40B of this market.

Building a Better Brand

In our view, brand is the biggest competitive moat for DTC virtual healthcare
companies. We think HIMS branding and marketing campaigns have been
innovative and differentiated, which has led to lower customer acquisition costs
(CAC) and high levels of satisfaction (as measured by Net Promoter Score (NPS)).
Customer growth is largely driven by word of mouth, billboards and social media
which has led to a 32% reduction in CAC from 2H 2018 to current. Additionally,
HIMS has an NPS of +65 (vs +9 NPS for traditional health providers), which will
lead to further marketing efficiency as members effectively become brand
ambassadors.

Multiple Avenues for Growth

We are conservatively projecting a 30% revenue CAGR from FY20-FY23 driven
largely by new member acquisition and, to a lesser extent, average order value
(AQV) increases. We see most near term upside to our estimates on faster than
anticipated membership growth. In the medium term, we think AOV expansion is
likely as HIMS continues to bundle multiple products and grows into recently
launched markets (mental health, dermatology and primary care). Longer term we
see most upside from (1) product expansion (Sleep, Fertility, Diabetes, Cholesterol);
(2) international expansion; (3) enterprise expansion; and (4) acquisitions of similar
DTC platforms.

Vertical Integration and Scalability

HIMS has built a digital-native, vertically-integrated virtual health offering, handling
all steps of the patient journey. After landing on HIMS’ website, the patient searches
for the correct medicine and inputs their health data into HIMS internally developed
electronic health record (EHR). The health data are then validated and
programmatically routed to the correct physician for a text-based consult (*for
mental health, the first consult will be telephonic). The physician, using HIMS
software and clinical guidelines, makes a diagnosis and sends the prescription to a
HIMS-affiliated pharmacy (the consumer has a choice which pharmacy to send the
prescription to, but as noted above, 95%+ default to a HIMS-affiliated pharmacy).
Currently, HIMS has pharmacy partnership with TruePill and Curexa, and recently
opened a 300K square foot facility in Columbus, Ohio. After the
diagnosis/prescription, HIMS marketing tools continually follow-up with the patient to
ensure continuity of care.
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Given HIMS owns the whole patient journey, and is largely providing diagnosis via
text, it has been able to scale efficiently. In 2018, HIMS conducted 431K telehealth
consultations. In just the first half of 2020, HIMS conducted nearly 1M with only
~266 licensed providers. This has led to best-in-class gross margins of ~75%, which
allows HIMS to invest heavily in marketing/growth.

Key Debate 1: Where’s the Moat?

In our view, the biggest moats in traditional virtual health are scale and channel
partnerships. These moats are greatly eroded in the DTC channel, where
companies can bypass traditional healthcare gate-keepers (managed care
organizations, employers, health systems). The moat, then, becomes two-fold and
more tenuous: (1) brand recognition and (2) user experience.

Additionally, the cost of starting a DTC virtual health company has fallen
dramatically as a slew of “picks-and-shovels” companies have come to market to
efficiently provide the technology and distribution backbone necessary to build a
DTC virtual health platform at scale. As noted by Chris Hogg (former Propeller
Health COO and CCO) in a recent article (LINK), one could start a company very
similar to HIMS by partnering with Wheel for physician access, Truepill for
prescription delivery, Ribbon for referral flow and Eligible for reimbursement and
payment.

The DTC virtual health space is already very competitive with Ro, Lemonade, and
GoodRx/HeyDoctor presenting formidable threats to HIMS. Additionally, there are a
multitude of specialty DTC virtual health companies like Keeps (hair loss), Nurx
(birth control), and Cove (migraine) which may have better branding/loyalty for a
specific condition. We expect to see increased competition and funding for these
types of companies which will likely keep marketing costs high.

In addition to the DTC competitors, HIMS faces threats from the enterprise-focused
diversified virtual health companies (TDOC, AmWell, Dr. on Demand) as well as
new tech entrants (notably Amazon). We think Amazon’s launch of Amazon
Pharmacy (which has solutions for insurance and cash pay) will make it a potential
competitor (however, we do not think they will build a clinical network of providers to
write prescriptions).

Key Debate 2: Is HIMS Just a Millennial Pill Mill?

A skeptical investor may write HIMS off as a pill mill dressed up in fancy code
capitalizing on the over-medication of Millennials (see a recent Bloomberg article on
this point here). We fundamentally disagree with this assertion. In our view, HIMS’
value comes from simplifying a confusing and fragmented healthcare system. This
is all the more important given, in a recent survey conducted by Alight (LINK),
nearly 1/3 of respondents noted the healthcare system and benefits are so difficult
and confusing they just “give up and hope for the best.”

| tested out HIMS for an acne medication prescription and found the experience to
be very easy (and even enjoyable). | spent 10 minutes filling out forms (including
medical history) and sent in pictures via HIMS’ website. Within 30 minutes, a board
certified physician messaged me on HIMS’ messaging service. After a couple of
messages, | was prescribed an acne medication which was delivered directly to my
home in 3 days. The acne medication costs $45/month a slight premium to the $30 |
would pay for a similar clindamycin topical cream (using GoodRx) or $46 using my
insurance. Note, without HIMS (or another telehealth service), | would also have to
pay $100 to see an in-network dermatologist and wait 2 weeks to see the doctor.
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| appreciated the back-and-forth with the physician which indicates that they are not
just there as a rubber stamp. HIMS notes that all of its physicians are board certified
and in good standing with the American Medical Association (AMA). HIMS preforms
9K+ quality control provider chart reviews making sure the providers are following

clinical guidelines (clinical guidelines are built directly into HIMS’ home-grown EHR).

Valuation

We derive our $23 PT by applying a 17.5x multiple to our FY22 estimates. This is a
slight discount to what other virtual health peers trade at (hamely TDOC, AMWL
and GDRX) and other consumer-driven companies digitizing traditionally analog
industries (MTCH, FVRR, ETSY, DKNG, LMND) which we think is justified given
lower barriers to entry and the increasingly competitive environment.

Company Overview

Founded in December 2013, HIMS is a vertically integrated, direct-to-consumer
virtual health platform. HIMS provides end-to-end health solutions (from diagnosis,
to prescription fulfillment) through its telehealth platform. HIMS’ 266 providers can
prescribe dozens of medications with a 50-state delivery network. As of September
30, 2020, HIMS had over 280K customer subscriptions and had conducted 2M
cumulative telehealth consultations since inception. According to the company, a
majority of HIMS’ customers are millennials looking for a convenient, digitally-native
and mobile-first product.

Currently HIMS offers treatment in four categories: (1) sexual health, (2) hair loss &
dermatology, (3) primary care, (4) and behavioral health (HIMS'’ first offerings were
for erectile dysfunction and hair loss). HIMS offers doctor consults, prescription
drugs and over-the-counter (OTC) products in each of these categories.

Popular Prescription Drugs include:

m Sexual Health: Viagra and its generic equivalent (Sildenafil), Cialis and its
generic equivalent (Tadalafil), Stendra, Sertraline for Premature Ejaculation, Birth
Control, Valacyclovir

B Skincare: A proprietary tretinoin-based formula for acne and wrinkles
m Hair: Finasteride (generic Propecia), Latisse

m Mental Health: Bupropion (generic Wellbutrin), Citalopram (generic Celexa),
Duloxetine (generic Cymbalta), Escitalopram (generic Lexapro), Fluoxetine
(generic Prozac), Paroxetine (generic Paxil), Sertraline (generic Zoloft),
Venlafaxine (generic Effexor), Propranolol.

Popular OTC products include (largely white-labeled):

®m Sexual Health: condoms and lubricants

B Skincare: moisturizer, fragrances, face wash and anti-wrinkle cream

® Hair: Shampoos, conditioners, scalp scrubs and Minoxidil (Rogaine)

® Wellness Products: Vitamin C, melatonin, biotin, collagen protein and teas

More recently, HIMS expanded into primary care (entered in March 2020) and
behavioral health (entered in June 2020). HIMS’ primary care solutions cost
$39/visit and cover 20 of the most common conditions (e.g. sinus infections,
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migraines, urinary tract infections, and at-home COVID-19 testing). HIMS’
behavioral health (BH) solution costs $59/visit and includes access to psychiatric
evaluations and medications, anonymous support groups, and individualized talk
therapy (coming soon).

Like many telehealth providers, HIMS does not employ physicians, but contracts
with an affiliated physician group (Bailey Health). Currently HIMS has 266
physicians in its affiliated primary-care physician group. These providers are paid on
an hourly basis (not a per-visit basis) incentivizing care quality over visit churn. We
estimate providers are paid $100/hour and on average work 14 hours per week. As
previously noted, except in BH, the delivery of care is provided via text
(asynchronous) which allows for more efficient network scaling (we estimate 266
providers conducted 1M visits in 2020). In BH, HIMS is building a separate
physician group and is conducting care via live video.

HIMS has also formed partnerships with leading health systems and physician
organizations including Privia Health, Ochsner Health and Mount Sinai Health
System. These partnerships provide customers with deeper integration with in-
person care when necessary (there is no monetary value exchanged).

How HIMS Makes Money

HIMS’ business model is relatively simple and is more akin to a consumer products
subscription service than a healthcare provider. As detailed above, HIMS offerings
generally focus on conditions where treatment involves ongoing use of prescription
medication. Most of these offerings are sold to customers on a subscription basis
(referred to as Online Revenue). For subscriptions, customers can select a cadence
(every month to every 2-12 months depending on the product). The customer is
billed on a recurring basis depending on the cadence and quantity of product.

Except for primary care and BH, the cost of obtaining the prescription is included in
the cost of the subscription. For primary care and BH the cost of the visit and any
resultant prescription drug are billed separately (as noted above, each primary care
visit costs $39 and each BH visit costs $59 for an initial consult and $49 for a check
in). All services provided on HIMS’ platform are cash pay (not reimbursed by
insurance). While customers do have the option to send their prescriptions to a local
pharmacy (which may be reimbursed by insurance depending on the customer’s
benefit design/formulary) most decide to fulfill their prescription through HIMS.

As of Q220, 57% of HIMS revenue was derived from sexual health and 35% was
derived from hair, dermatology and other products. Apart from Online Revenue,
HIMS sells non-prescription products through retailers (the biggest being Target).
Wholesale revenue is a relatively small portion of the business representing ~7% of
revenue.
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Figure 1. Revenue By Product Figure 2. Prescription vs OTC
Wholesale, 7% Wholesale, 7%
oTC
(Online),

10%

Sexual
Health,

o,
57% Rx

(Online),
83%

Source: Citi Research, Company Reports Source: Citi Research, Company Reports
Figure 3. Subscription vs Non-Subscription Figure 4. Subscribers and Orders
Wholesale, 7% 4.028
One-time
(Online), 3,053
2% 2,499 2,294 2,488
Subscription
Online), 919
(Online), 91% 2018 2019 2020E 2021E 2022E 2023E
mmmm # of Subs (000s) ===# of Orders (000s)
Source: Citi Research, Company Reports Source: Citi Research, Company Reports

Figure 5. We Estimate HIMS Will Grow Revenue at a ~30% CAGR from 2020 - 2023 (Revenue in Millions)

2018 2019 2020E 2021E 2022E 2023E

Source: Citi Research, Citi Estimates

Investment Positives
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Large and Undertreated Markets

As previously noted, HIMS is currently focusing on conditions with low acuity, high
social stigma and low costs of treatment. Broadly, this segments into 5 main
categories representing $345B of spend according to the company: Hair Loss ($3B
of spend), Erectile Dysfunction ($4B of spend), Anxiety/Depression ($14B of
spend), Dermatology ($44B of spend) and primary care ($280B of spend). Further
out, HIMS has indicated it is interested in expanding into 4 new categories
representing an additional $121B of spend: Sleep ($15B of spend), Fertility ($15B of
spend), Diabetes ($70B of spend) and Cholesterol ($21B of spend).

Figure 6. HIMS is Addressing Markets Worth Nearly $466B of Spend

I__________ _____ I $280
| Current Spend: $345B | mem | ! Future Spend: $466B

Hair ED Anxiety / Derm. Primary Sleep Fertility Diabetes  Cholesterol
Loss Depression Care

Source: Company Reports

While it is important to look at aggregate spend in these categories, in our view, it is
not the best way to size the market because (1) not all conditions in these
categories can be treated virtually and (2) low treatment rates of high stigma
conditions understates potential market size. We fundamentally believe that the
ease of use and relative anonymity that asynchronous care brings will increase the
patient population seeking care (as noted above ~80% of HIMS’ customers indicate
they are seeking treatment for their particular condition for the first time). We size
HIMS’ current TAM at $93B, $41B of which is immediately addressable. Our
immediately addressable market estimate consists largely of Millennial and Gen Z
patients with these conditions (a majority of HIMS’ customers are Millennials
according to the company).

10
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Figure 7. We Size HIMS’ Current TAM at $93B

Hair Loss Sexual Health Derm. Mental Health Primary Care

Source: Citi Research

Figure 8. We Size HIMS’ Immediately Addressable Market at $41B

Hair Loss Sexual Health Derm. Mental Health Primary Care

Source: Citi Research

A Closer Look at Sexual Health: A $10B Potential Market

While HIMS sells a variety of sexual health products (including ED medications,
premature ejaculation products, birth control pills, herpes medications, condoms
and lubricants) we focus on two of its largest products—ED prescriptions and birth
control pills.

To calculate the ED market ($9B), we take the prevalence of ED by age cohort and
multiply that by the monthly cost of HIMS’ most popular treatment: a 12 month
supply of 60mg Sildenafil (generic Viagra) assuming 6 doses / month (monthly cost
= $26).

11
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Figure 9. Sizing the ED Market

Age Group <40 40-49 50-59 >60 Total
U.S. Male Population (M) 49.7 20.0 20.7 33.9 124.3
% with Erectile Disfunction (ED) 8.2% 16.0% 27.7% 47.8% 23.5%
U.S. Population with ED (M) 4.1 3.2 5.7 16.2 29.2
Monthly Cost of Treatment $26 $26 $26 $26 $26
ED TAM (M) $1,271.4 ($998.0 |[$1,791.5 $5,060.3 |$9,121.3
Source: Citi Research, UW Health, Boston University School of Medicine, U.S. Census Bureau

We note, the above analysis assumes 100% of men with ED are treated (a poor
assumption). We also note the estimates of ED prevalence vary widely, with some
sources indicating up to 1/3 of men in their 30s have experienced ED. We therefore
sensitize our ED market sizing to (1) % seeking treatment (which we estimate is
between 20-30% currently) and (2) % of men that have experienced ED. We
confine our analysis to men under the age of 40 (HIMS’ current target market).

Figure 10. ED Market Sizing Sensitivity Analysis: Men <40 Years Old ($M)

% of Men Who Have Experienced ED

5% 10% 15% 20% 25% 30%
20% $155 $310 $465 $620 $775 $930
30% $233 $465 $698 $930 $1,163  $1,395
40% $310 $620 $930 $1,240  $1,551 $1,861
50% $388 $775 $1,163  $1,551  $1,938  $2,326
60% $465 $930 $1,395  $1,861 $2,326  $2,791
70% $543 $1,085 $1,628 $2,171  $2,713  $3,256
80% $620 $1,240  $1,861 $2,481  $3,101  $3,721
90% $698 $1,395  $2,093  $2,791
100% | $775 $1,551  $2,326  $3,101
Light Blue = Current Market
Dark Blue = Potenital Market

% of Men Seeking Treatmen

Source: Citi Research

To also assist with market sizing, we look at the number of prescription ED
medications prescribed each year (via IQVIA) and apply HIMS’ pricing to these
prescriptions. Using this methodology, we arrive at a $3.3B TAM (again this
understates the market because, in our view, there is a large percentage of men
who have experienced ED but have not sought treatment due to social stigma.
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Figure 11. Using HIMS’ Pricing, $3.3B of ED Medication was Prescribed in 2020
$5.4

2015 2016 2017 2018 2019 2020
m Sildenafil (Generic Viagra) ®Viagra Stendra Tadalafil (Generic Cialis)  m Cialis

Source: Citi Research, IQVIA, Company Reports

Turning to the Oral Contraceptive market (which we size at $1.2B), we take the
percent of women in the U.S. on oral contraceptives by age cohort and multiply that
by the monthly cost of HIMS’ most popular treatment: a monthly supply of oral
contraceptives for $12/month. Our target market is in the 18-39 age range which
equates to a $1B market.

Figure 12. Sizing the Oral Contraceptive Market ($M)

Target
Age Group 18-29 30-39 40-49 Total
U.S. Female Population (M) 26.3 21.9 20.3 68.5
% on Birth Control Pills (BC) 19.5% 11.0% 5.1% 12.5%
U.S. Population on BC (M) 5.1 2.4 1.0 8.6
Monthly Cost of Treatment $12 $12 $12 $12
BC TAM (M) $737.7 $347.4 $149.3 $1,234.4
Source: Citi Research, CDC, U.S. Census Bureau , Company Reports

A Closer Look at Hair Care: A $25B Potential Market

In the hair care market, we focus our attention on hair loss medications Minoxidil
(generic Rogaine) and Finasteride (generic Propecia) to derive a $24B TAM, $4.6B
of which is immediately addressable. Again, we look at prevalence of hair loss by
age cohort and apply HIMS’ monthly pricing to this population. Similar to E.D., this
analysis assumes 100% of people with hair loss seek treatment (once again
overstating market potential) so we provide a sensitivity analysis for a more realistic
look at the current market.
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Figure 13. Sizing the Male Hair Loss Market

Target
Age Group 18-29 30-39 40-49 >50 Total
U.S. Male Population (M) 27.5 22.2 20.0 54.7 124.3
% with Hair Loss 16.0% 38.0% 53.0% 85.0% 56.2%
U.S. Male Population with Loss (M) 4.4 8.5 10.6 46.5 69.9
Monthly Cost of Treatment $22 $22 $22 $22 $22
Male Hair Loss TAM (M) $1,159.8  $2,231.1 |$2,797.3 $12,265.7 [$18,453.9

Source: Citi Research, U.S. Census Bureau, PubMed, Company Reports

Figure 14. Sizing the Female Hair Loss Market

Target
Age Group 18-29 30-39 40-49 >50 Total
U.S. Female Population (M) 26.3 21.9 20.3 62.3 130.9
% with Hair Loss 12.3% 17.0% 25.4% 33.9% 25.4%
U.S. Female Population with Loss (M) 3.2 3.7 5.2 21.2 33.3
Monthly Cost of Treatment $15 $15 $15 $15 $15
Female Hair Loss TAM (M) $581.7 $671.0 $929.3 $3,808.4 $5,990.5

Source: Citi Research, U.S. Census Bureau, PubMed, Company Reports

Figure 15. Sensitizing the Hair Loss Market: <40 Years Old ($ M)

% Treated Men Women Total
10% $339 $125 $464
20% $678 $251 $929
30% $1,017 $376 $1,393
40% $1,356 $501 $1,857
50% $1,695 $626 $2,322
60% $2,035 $752 $2,786
70% $2,374 $877 $3,250
80% $2,713 $1,002 $3,715
90% $3,052 $1,127 $4,179
100% $3,391 $1,253 $4,644

Source: Citi Research

Again, to assist with market sizing, we look at the number of Propecia prescriptions
written each year (branded and generic via IQVIA) and apply HIMS’ pricing to these
prescriptions. Using this methodology, we arrive at a $600M TAM (again this
understates the market because, in our view, there is a large percentage of men
who have hair loss but have not sought treatment).
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Figure 16. Sizing the Current Propecia TAM ($ M)

2015 2016
Source: Citi Research, IQVIA, Company Reports

$622.8

$589.1

2017 2018 2019 2020

A Closer Look at Dermatology: A $32B Potential Market

In the dermatology market, we focus our attention on acne medications to derive a
$32B TAM, $30B of which is immediately addressable. Again, we look at
prevalence of acne by age cohort and apply HIMS’ monthly pricing to this
population. This analysis once again assumes 100% of people with acne seek
treatment, so we provide another sensitivity analysis for those <40 years old.

Figure 17. Sizing the Male Acne Market ($ M)

Target
Age Group 18-29 30-39 40-49 >50 Total
U.S. Male Population (M) 27.5 22.2 20.0 54.7 124.3
% with Acne 42.5% 20.1% 12.0% 7.3% 18.1%
U.S. Male Population with Acne (M) 1.7 4.5 2.4 4.0 22.5
Monthly Cost of Treatment $45 $45 $45 $45 $45
Acne TAM (M) $6,301.3  $2,413.9 [$1,295.5 $2,154.7 $12,165.4

Source: Citi Research, U.S. Census Bureau, PubMed, Company Reports

Figure 18. Sizing the Female Acne Market ($M)

Target
Age Group 18-29 30-39 40-49 >50 Total
U.S. Female Population (M) 26.3 21.9 20.3 62.3 130.9
% with Acne 50.9% 35.2% 26.3% 15.3% 27.5%
U.S. Female Population with Acne (M) 13.4 7.7 5.3 9.5 36.0
Monthly Cost of Treatment $45 $45 $45 $45 $45
Acne TAM (M) $7,221.0 $4,168.3 |$2,886.8 $5,149.2 $19,425.4

Source: Citi Research, U.S. Census Bureau, PubMed, Company Reports
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% Treated
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

Men
$872
$1,743
$2,615
$3,486
$4,358
$5,229
$6,101
$6,972
$7,844
$8,715

Figure 19. Sensitizing the Acne Market: <40 Years OId ($ M)

Women
$1,139
$2,278
$3,417
$4,556
$5,695
$6,834
$7,973
$9,111

$10,250

$11,389

Total
$2,010
$4,021
$6,031
$8,042

$10,052
$12,063
$14,073
$16,084
$18,094
$20,105

Source: Citi Research

A Closer Look at Primary Care: An $11B Potential Market

For primary care, we think HIMS is currently best suited for sub-acute episodic
conditions (more akin to a retail clinic or urgent care). We assume 40% of all
primary care visits, emergency room visits, urgent care visits, and retail clinics fall
into this category and can be treated via telehealth. We divide these visits into age
cohorts and multiply by the cost of a primary care visit using HIMS ($39/visit).

Figure 20. Sizing the Virtual Primary Care Market ($ M)

Target
Age Group <15 15-24 2544 45-64 >65 Total
Primary Care Visits (M) 127.4 53.3 138.9 205.2 194.4 719.9
% Treatable with Virtual Care 40.0% 40.0% 40.0% 40.0% 40.0% 40.0%
Potential Virtual Primary Care Visits (M) 51.0 21.3 55.6 82.1 77.8 287.7
Cost / Visit $39 $39 $39 $39 $39 $39
Primary Care TAM (M) $1,987.9 $831.1 $2,167.6 | $3,200.9 $3,032.4 $11,219.8

Source: Citi Research, CDC, Company Reports

In our view, HIMS’ primary care solution will be particularly impactful given,
according to a recent article in JAMA, 44% of people in their 20s do not have a
primary care physician (PCP) and 36% of people in their 30s do not have a PCP.
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Figure 21. Percent of U.S. Population Without a PCP

44%

20-29 30-39 40-49 50-59 6069 70-79 >=80
Age Cohort
Source: Citi Research, JAMA

A Closer Look at Mental Health: A $15B Potential Market

For mental health, we look to the prevalence of mental illness in the United States
by age cohort (according to the National Institute of Mental Health). We assume half
of the population with mental health can be treated via telehealth and visit a doctor
once a month. We multiply the number of visits by the cost of a mental health
check-in using HIMS ($49/visit).

Figure 22. Sizing the Virtual Mental Health Market ($M)

Target

Age Group 18-24 25-49 >50 Total
U.S. Population (M) 30.2 108.0 117.0 255.2
% with Mental lliness 29.4% 25.0% 14.0% 20.5%
U.S. Population with Mental lliness (M) 8.9 27.0 16.4 52.3
% Treatable with Virtual Care 50.0% 50.0% 50.0% 50.0%
Potential Visits Per Month (M) 4.4 13.5 8.2 26.1
Monthly Cost of Treatment $49 $49 $49 $49
Mental Health TAM (M) $2,612 $7,938 $4,815 $15,365

Source: Citi Research, U.S. Census Bureau, NIMH, Company Reports

The Benefits of Stigma Arbitrage

As previously noted, HIMS is able to charge premium prices for generic
prescriptions by capitalizing on what we deem “stigma arbitrage.” That is, there is
relatively price inelastic demand for treatment of conditions where stigma is high
acuity is low and mediations are inexpensive. For these conditions, we believe there
is a large shadow patient population who may suffer silently, unwilling to see an in-
person doctor due to embarrassment and/or a lack of urgency. The privacy and
convenience that asynchronous virtual health affords can tap into this shadow
population.

By bundling a text-based doctors’ visit with a subscription-based prescription and
providing a seamless, consumer-friendly shopping experience HIMS is able to
charge relatively high prices and still maintain ~90% recurring revenue. It is
important to note that HIMS members can send the prescription to any pharmacy
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and, if available, use a coupon via GoodRx to lower the price of the prescription.
However, 95%+ of HIMS members choose not to do this according to the company.

| tested out HIMS for an acne medication prescription and found the experience to
be very easy (and even enjoyable). | spent 10 minutes filling out forms (including
medical history) and sent in pictures via HIMS’ website. Within 30 minutes, a board
certified physician messaged me on HIMS’ messaging service. After a couple of
messages, | was prescribed an acne medication which was delivered directly to my
home in 3 days. The acne medication costs $45/month a slight premium to the $30 |
would pay for a similar clindamycin topical cream (using GoodRx) or $46 using my
insurance. Note, without HIMS (or another telehealth service), | would also have to
pay $100 to see an in-network dermatologist and wait 2 weeks to see the doctor.

Figure 23. HIMS Can Charge a Premium Price by Bundling a Text-Based Doctor's Visit and a Subscription-Based Rx

Melatonin: 1 Month Supply
Collagen Protein (30 senvings)
Biotin: 1 Month Supply

Finasteride (Generic Propecia): 3 Month Supply $78.0 $12.89 $39.30 $6.26
Sildenafil (Generic Viagra): 60mg. Per Dose Pricing $5.2 $0.81 $0.80 $8.6
Tadalafil (Generic Cialis). 3 Month Supply
Common OTC Medications / Supplements
Minoxidil (Generic Rogaine): 2 fl oz

HIMS GoodRx Amazon
Common Prescription Medications

Insurance

$235.00 $16.45 $70.8 $201.2

$32.0
$24.0
$21.0

Source:; Citi Research, GoodRx, Amazon, CVS Caremark

Driving Consumer Awareness

As we previously noted, in our view, brand is the biggest competitive moat for DTC
virtual healthcare companies. We think HIMS branding and marketing campaigns
have been innovative and differentiated, which has led to lower customer
acquisition costs (CAC) and high levels of satisfaction (as measured by Net
Promoter Score (NPS)). Customer growth is largely driven by word of mouth,
billboards and social media which has led to a 32% reduction in CAC from 2H 2018
to current.
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Figure 24, Efficient Marketing Campaigns Have Led to CAC Reduction

2H2018 2019 1Q20 2Q20

Source: Company Reports

Additionally, HIMS has an NPS of +65 (vs +9 NPS for traditional health providers),
which will lead to further marketing efficiency as members effectively become brand

ambassadors.

Figure 25. NPS Scores by Industry
65

27 27 23 o1

15 14

©) (@) (6)
HIMS Hotels/ Banking Retail Cons. Wireless P&C Health Life Utilites Fixed  Cable
Lodging Elec. Ins.  Provider Ins. Line

Source: Company Reports

Figure 26. HIMS Has Grown Web Traffic at a 24% CAGR Since 2018...  Figure 27. ...And Unique Users at a 25% CAGR

Unique Users (M)
mDesktop ®Mobile = Annualized

Web Traffic (M)
® Annualized

m Actual

2018 2019 2020 2021 2018 2019 2020 2021

Source: Citi Research, SimilarWeb Source: Citi Research, SimilarWeb
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A Long Growth Runway

We are conservatively projecting a 32% revenue CAGR from FY20-FY23 driven
largely by new member acquisition and, to a lesser extent, average order value
(AQV) increases. We see most near term upside to our estimates on faster than
anticipated membership growth. In the medium term, we think AOV expansion is
likely as HIMS continues to bundle multiple products and grows into recently
launched markets (mental health, dermatology and primary care). Longer term we
see most upside from (1) product expansion (Sleep, Fertility, Diabetes, Cholesterol);
(2) international expansion; (3) enterprise expansion; and (4) acquisitions of similar
DTC platforms.

Figure 28. We Project HIMS Will Grow Revenue at a ~30% CAGR from FY20-FY23

2018

Source: Citi Research, Company Reports

2019

2020E 2021E 2022E 2023E

Customer Acquisition

As noted above, the biggest driver of our revenue growth assumptions is customer
acquisition. We project the number of subscribers on HIMS’ platform will increase at
a 34% CAGR (net of single-digit annual churn). Even with this rather rapid growth,
HIMS will remain relatively underpenetrated in its core markets (ED, hair loss and
acne). We note that the expansion of subscribers will not lead to a 1-for-1
expansion of orders as the company has focused on increasing the number of multi-
month orders. We expect the number of net orders to fall throughout 2021 as HIMS
reaches 50% of the subscriber base ordering on a multi-month basis and remain
steady thereafter. As seen below, even though we expect the number of
subscribers to increase by 56% in 2020E, we expect the number of orders to drop
8% as subscribers switch to multi-month orders. As explored further, this will more
than be made up for in increasing average order value (AQV).
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Figure 29. We Project The Number of HIMS Subscribers will Increase at a 34% CAGR from
FY20-FY23

# of Subs (000s)

2019 2020E 2021E 2022E 2023E

Source: Citi Research

Figure 30. Net Orders Will Not Grow as Fast as Subscribers as More Customers Purchase
Multi-Month Orders

# of Orders (000s)

2018 2019 2020E 2021E 2022E 2023E

Source: Citi Research, Company Reports

Expand Within Customer Base

While membership and order growth will be the largest growth driver of HIMS for
FY20-FY23, we also expect to see growth in the average order value (AOV). As
noted above, AOV increased dramatically in 2020 (increasing 84% from 2019) as
subscribers switched from monthly orders to multi-month orders. We expect this
dynamic to play out until the end of 2022 at which point we do not expect to see
much switching and we expect multi-month orders to account for ~50% of
subscribers (in 2Q20 17% of orders were multi-month). To a lesser extent, we
expect bundling and new product categories (namely mental health and women’s
health) to driver AOV growth.

Bundling can be particularly effective for hair loss as there are many products (OTC
and prescription) that can be used simultaneously. For example, HIMS sells a “Hair
Power Pack” that consists of Finasteride (generic Propecia), Biotin Gummy
Vitamins, Minoxidil (generic Rogaine), Shampoo and Conditioner for $65/month.
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Figure 31. AOV Increases Will Be Driven by Multi-Month Orders

Average Order Value (AOV)

2018 2019 2020E 2021E 2022E 2023E

Source: Citi Research, Company Reports

A strategic focus on multi-month orders and bundling has led to dramatic increase
in customer lifetime value (LTV) over the past 18 months. According to the
company, in 1H19, it took over a year to generate $200 per customer. In the latest
customer cohort (2Q20), this contracted to < 5 months. For 2Q20, the company
expects a 1-year LTV of $205 and a 3-year LTV of $325 (nearly ~3x higher than the
CAC as noted above).

Growing Into New Categories

As noted above, HIMS has indicated it is interested in expanding into 4 new
categories representing an additional $121B of spend: Sleep ($15B of spend),
Fertility ($15B of spend), Diabetes ($70B of spend) and Cholesterol ($21B of

spend).
Figure 32. HIMS Intends to Grow into Markets Worth an Additional $121B in Spend
$21 $466
$70 I
15 -
$345 $15 $—
|

Current Sleep Fertility Diabetes Cholesterol Future

Spend Spend
Source: Company Reports

We are not currently modeling any revenues from these markets, however, as we
are skeptical that the DTC model can work for these conditions. If HIMS is to grow
into markets, in our view, they will have to start fostering deeper enterprise
relationships (e.g. managed care organizations and self-insured employers) and
deeper in-person provider integration. Additionally, many of these new markets may
require expensive specialty medications (particularly Fertility) and are not
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stigmatized (e.g. diabetes and cholesterol) lessening the value of “Stigma
Arbitrage.”

Entering New Sales Channels

We vastly prefer virtual health companies with omni-channel distribution as we think
that leads to a more sustainable competitive moat. And while we understand why
HIMS has taken the DTC route to begin with (particularly for the more stigmatized
conditions), we do think an eventual expansion into the enterprise market makes
sense.

HIMS has begun to explore the enterprise channel and its partnerships with in-
person providers (Privia Health, Ochsner Health and Mount Sinai Health System)
and build-out of its own 300K square foot pharmacy will greatly help to that end.
Additionally, entrance into the enterprise market will make it much easier to
penetrate the new categories outlined above.

Figure 33. HIMS Intends to Eventually Expand into the Enterprise Market

an inexpensive turnkey telehealth option for 1scious employers
-
himszhers :
"
affordable specialty
medications’ categories’
[~y ™

,I lF .. r in-house state prescription

coverage & delivery network

support

Source: Company Reports

Additionally, HIMS has noted it can expand into international markets representing
$12T of total healthcare spend. HIMS has identified 6 international markets which it
considers “telehealth friendly” that could potential increase its TAM by 260%: the
UK (66M population), the EU (446M population), Canada (38M population),
Australia (25M) population, Indonesia (268M population) and Singapore (6M
population).

A Scalable Business Model

HIMS has built a digital-native, vertically-integrated virtual health offering, handling
all steps of the patient journey. After landing on HIMS’ website, the patient searches
for the correct medicine and inputs their health data into HIMS internally developed
electronic health record (EHR). The health data are then validated and
programmatically routed to the correct physician for a text-based consult (*for
mental health, the first consult will be telephonic). The physician, using HIMS
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software and clinical guidelines, makes a diagnosis and sends the prescription to a
HIMS-affiliated pharmacy (the consumer has a choice which pharmacy to send the
prescription to, but as noted above, 95%+ default to a HIMS-affiliated pharmacy).
Currently, HIMS has pharmacy partnership with TruePill and Curexa, and recently
opened a 300K square foot facility in Columbus, Ohio. After the
diagnosis/prescription, HIMS marketing tools continually follow-up with the patient to
ensure continuity of care.

Given HIMS owns the whole patient journey, and is largely providing diagnosis via
text, it has been able to scale efficiently. In 2018, HIMS conducted 431K telehealth
consultations. In just the first half of 2020, HIMS conducted nearly 1M with only
~266 licensed providers. This has led to best-in-class gross margins of 75%, which
allows HIMS to invest heavily in marketing/growth. We do not expect much gross
margin improvement over the next 3 years, however, operating leverage in the
model (particularly due to expanding LTVs and improved marketing efficiency)
should lead to adj. EBITDA breakeven by 2023.

Figure 34. HIMS’ Highly Scalable Model Has Led to Best in Class Gross Margins

-'23: 110 bps / Year

73.2% 75.0% 76.0% 76.5%

2018 2019 2020E 2021E 2022E 2023E

Source: Citi Research, Company Reports

We do expect to see an increase in marketing in the near term as HIMS expands
into more nascent conditions (namely mental health and women’s health). We also
expect to see increased competition with other DTC companies, which will likely
keep marketing costs high relative to other enterprise-focused virtual health
companies. We do expect to see increased marketing efficiencies in 2022 and
beyond.
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Figure 35. We Expect Marketing Expenses to Remain Relatively High on Increased Competition
and Entrance into New Markets

Marketing (% of Rev)

208%

I 23: (157 bps) / Year
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Source: Citi Research, Company Reports

Figure 36. We Expect HIMS to Reach Adj. EBITDA Breakeven by 2023
Adj. EBITDA Margin

2018 2019 2020E 2021E 2022E 2023E

(7.2%)

(12.4%)
00
(256.3%)
Source: Citi Research, Company Reports
Figure 37. Adjusted EBITDA by Year
Adj. EBITDA
2018 2019 2020E 2021E 2022E 2023E
$7.5
($10.8) ($9.8)
el 66 ($24.6)

($68.4)

Source: Citi Research, Company Reports
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Balance Sheet and Cash Flow

HIMS raised $233.8M (net) via a de-SPACing transaction consisting of $204.5M
from Oaktree Acquisition Corp (OAC) and a $75M PIPE. Given relatively low CapEx
and working capital needs, we estimate HIMS will have ample cash to last the
company through FCF-breakeven in early 2024 without raising additional equity.
The company currently has $331M of cash equivalents on its balance sheet and no
debt.

Figure 38. HIMS is Well Capitalized Post the De-SPACing

Cash and Equivalents

$297.2 o813 $280.6

$87.6

$41.5 $60.4

2018 2019 2020E 2021E 2022E 2023E

Source: Citi Research, Company Reports

Figure 39. We Expect HIMS' Cash Balance to Last Well Beyond FCF Breakeven in Early 2024
FCF
2018 2019 2020E 2021E 2022E 2023E

($57.3)

($76.7)

Source: Citi Research, Company Reports

Competition

The DTC virtual health space is already very competitive with Ro, Lemonade, and
GoodRx/HeyDoctor presenting formidable threats to HIMS. Additionally, there are a
multitude of specialty DTC virtual health companies like Keeps (hair loss), Nurx
(birth control), and Cove (migraine) which may have better branding/loyalty for a
specific condition. We expect to see increased competition and funding for these
types of companies which will likely keep marketing costs high. There does not
seem to be much differentiation between these companies (pricing and user
experience is very similar), in our view, other than branding. We think Ro presents
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the biggest competitive threat, and our analysis of third-party web traffic data
indicates they have gained share recently. We continue to think HIMS will have to
aggressively spend on marketing to differentiate itself from the pack.

2018

Web Traffic Visits (M)

Figure 40. The DTC Virtual Health Space Has Become Increasingly Competitive
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In addition to the DTC competitors, HIMS faces threats from the enterprise-focused
diversified virtual health companies (TDOC, AmWell, Dr. on Demand) as well as
new tech entrants (notably Amazon). We think Amazon’s launch of Amazon
Pharmacy (which has solutions for insurance and cash pay) will make it a
formidable competitor (however, we do not think they will build a clinical network of
providers to write prescriptions).

Stock Price Performance and Valuation

HIMS’ stock price has appreciated 126% from its SPAC price making valuation at
these levels tricky. A strong retail bid and ETF buying further complicates valuation,
in our view. While we are generally positive on HIMS’ business model and growth
prospects, our Neutral rating and $23 PT is largely predicated on valuation given
low barriers to entry and the deluge of well-financed competitors likely to come to
market in the near future.

We derive our $23 PT by applying a 17.5x multiple to our FY22 estimates. This is a
slight discount to what other virtual health peers trade at (namely TDOC, AMWL
and GDRX) and consumer-driven companies digitizing traditionally analog
industries (MTCH, FVRR, ETSY, DKNG, LMND) which we think is justified given
lower barriers to entry and the increasingly competitive environment.

HIMS does screen well compared to other virtual health peers with regards to
organic growth and gross margin. However, given the more competitive nature of
the DTC healthcare market, we expect marketing expenses to remain high capping
adj. EBITDA margins and free cash flow in the near term.
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Figure 41. HIMS is Growing Faster than Peers
19-'22 Organic Sales Growth CAGR
46.9%

HIMS TDOC AMWL GDRX ONEM Virtual Cons. SaaS
Health Tech

Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers
based on consensus estimates.

Figure 42. HIMS’ Gross Margins are Near Best in Class
2022 Gross Margin

93.4%
76.0% 71.3% 77.2%

69.49
a 60%

40.5% 38.2%

HIMS TDOC AMWL GDRX ONEM Virtual Cons. SaaS
Health Tech

Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers
based on consensus estimates.

Figure 43. High Marketing Expenses Will Put a Cap on Adj. EBITDA
2022 Adj. EBITDA Margin

34.2%

15.6% 16.4% 14.3%
2.5% 7%

(3.7%)

(25.6%)

HIMS TDOC AMWL GDRX ONEM Virtual Cons. SaaS
Health Tech

Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers
based on consensus estimates.
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Figure 44. HIMS Should Trade at a Slight Discount to Peers Given the Increasingly Competitive
Environment

2022 EV/Sales

29.2x
23.0x  21.6x

18.9x 20.6x
15.0x  16.4x 14.5x

HIMS TDOC AMWL GDRX ONEM Virtual Cons. SaaS
Health Tech

Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers
based on consensus estimates.

Figure 45. Valuation Universe
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2022 Gross Margin
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GDRX, 21.6x
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Tech, 18.9x

AMWL, 23.0x
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19 - '22 Organic Revenue Growth CAGR

Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers based on consensus estimates.
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Figure 46. Comp Sheet

Stock Price Sales Gross EBITDA

Enterprise Market Perf Growth Margin Margin EV/Sales EVIGP EVI/SIG
Company Value Cap YTD '19-'22 2022 2022 2021 2022 2021 2022 2022
Hims and Hers $3,928.35 $4,259.10 56.0% 76.0% (3.7%) 19.8x 26.4x 19.7x
Telehealth
TDOC  Teladoc Health $43,724.74 $44,272.42 46.4% 68.8% 69.4% 15.6% 22.2x 16.4x 32.2x 23.7x 0.2x
AMWL  American Well $7,744.54 $8,810.52 27.7% 31.2% 40.5% (25.6%) 29.2x 23.0x 78.8x 56.9x 0.7x
GDRX  GoodRx $21,935.26 $22,317.26 38.3% 37.9% 93.4% 34.2% 29.7x 21.6x 31.8x 23.1x 0.6x
ONEM  One Medical $8,562.13 $9,006.57 35.5% 28.7% 38.2% 2.5% 18.0x 14.5x 49.3x 38.1x 0.5x
Average $24,468.18 $25,133.40 37.5% 45.9% 67.8% 8.1% 27.0x 20.3x 47.6x 34.6x 0.5x
Median $21,935.26 $22,317.26 38.3% 37.9% 69.4% 15.6% 29.2x 21.6x 32.2x 23.7x 0.6x
Consumer-Driven Companies Digitizing Industries (Sub $50B Market Cap)

MTCH  Match Group $48,209.44 $45,412.21 12.1% 16.8% 71.3% 41.0% 14.5x 12.5x 19.9x 17.5x 0.7x
FVRR  Fiverr Int. $11,666.98 $11,877.04 64.0% 47.8% 83.9% 16.4% 45.0x 33.8x 53.9x 40.2x 0.7x
ETSY Etsy $31,244.85 $32,408.70 30.7% 39.1% 71.9% 29.9% 17.1x 14.2x 24.0x 19.7x 0.4x
DKNG  Draft Kings $25,708.82 $27,109.30 29.9% 50.7% 48.3% (17.8%) 29.7x 20.6x 67.2x 42.5x 0.4x
LMND Lemonade $9,736.09 $10,311.79 33.8% 38.2% 46.1% (91.1%) 87.3x 54.8x 221.0x  118.9x 1.4x
Average $25,313.24 $25,423.81 34.1% 38.5% 64.3% (4.3%) 38.7x 27.2x 77.2x 47.8x 0.7x
Median $25,708.82 $27,109.30 30.7% 39.1% 71.3% 16.4% 29.7x 20.6x 53.9x 40.2x 0.7x
AYX Alteryx, Inc. $8,272.15 $8,383.11 (3.0%) 28.3% 92.7% 21.1% 12.2x 9.4x 13.3x 10.1x 0.3x
COUP  Coupa Software $28,771.89 $28,656.27 8.4% 29.7% 72.4% 16.4% 44.1x 34.9x 63.2x 48.3x 1.2x
CRWD  CrowdStrike $54,885.49 $55,944.11 13.5% 50.1% 76.3% 11.7% 46.6x 35.5x 61.5x 46.5x 0.7x
DDOG Datadog $38,655.11 $39,596.70 14.3% 55.9% 79.0% 13.7% 35.2x 28.1x 44.8x 35.6x 0.5x
ESTC Elastic $16,121.41 $16,472.73 13.8% 30.7% 76.4% (1.9%) 24.1x 19.5x 31.6x 25.5x 0.6x
MDB MongoDB $28,930.65 $29,039.30 16.8% 30.8% 76.9% (2.8%) 40.1x 31.6x 50.6x 41.1x 1.0x
OKTA  Okta $40,906.40 $41,699.29 15.1% 33.2% 78.9% 6.5% 39.0x 30.4x 50.0x 38.5x 0.9x
SHOP  Shopify $180,159.79 $185,530.49 27.6% 49.1% 50.5% 14.1% 47.1x 34.4x 91.0x 68.1x 0.7x
SMAR  Smartsheet $10,335.93 $10,756.37 21.9% 32.9% 84.3% (1.8%) 21.6x 16.8x 25.9x 19.9x 0.5x
TEAM  Atlassian $64,130.32 $65,018.18 8.4% 21.7% 84.4% 25.0% 30.4x 25.1x 35.8x 29.8x 1.2x
WORK  Slack Technologies $26,605.84 $27,518.58 3.2% 32.6% 87.8% 6.1% 23.7x 18.7x 27.1x 21.3x 0.6x
M Zoom Video $130,535.44 $132,716.81 27.9% 92.9% 71.9% 30.2% 38.1x 30.6x 55.0x 42.5x 0.3x
ZS Zscaler $32,223.85 $32,765.44 12.8% 36.8% 80.6% 17.7% 46.5x 35.8x 58.2x 44.4x 1.0x
TID Trade Desk $43,091.80 $43,577.08 7.3% 29.6% 74.4% 32.9% 39.5x 30.0x 51.4x 40.3x 1.0x
PAYC Paycom $22,340.00 $23,894.38 (9.7%) 27.2% 85.6% 41.5% 17.7x 14.7x 20.8x 17.2x 0.5x
NCNO  nCino $7,513.74 $7,888.16 10.5% 29.7% 61.5% (2.0%) 30.9x 25.7x 46.8x 41.8x 0.9x
NET Cloudflare $29,845.59 $30,497.00 10.8% 51.2% 77.4% 14.5% 38.9x 30.1x 50.1x 38.9x 0.6x
BIGC BigCommerce $6,061.73 $6,219.81 18.0% 23.9% 76.8% (2.9%) 34.5x 28.5x 44.9x 37.1x 1.2x
VEEV  Veeva $49,047.15 $50,637.58 16.3% 23.0% 74.2% 39.0% 29.0x 24.5x 39.2x 33.0x 1.1x
Zl Zoominfo $23,343.32 $22,905.02 19.8% 37.4% 88.6% 50.6% 38.7x 30.7x 43.9x 34.6x 0.8x
Average $42,088.88 $42,985.82 12.7% 37.3% 77.5% 16.5% 33.9x 26.7x 45.3x 35.7x 0.8x
Median $29,388.12 $29,768.15 13.7% 31.7% 77.2% 14.3% 36.6x 29.2x 45.9x 37.8x 0.8x
Source: Citi Research, Company Reports, FactSet, Visible Alpha. HIMS based on Citi Research estimates. Peers based on consensus estimates.

Ownership and Management Team

HIMS went public via a de-SPACing process with Oaktree Acquisition Corp. (OAC)
which closed in January 2021. Post the de-SPACing HIMS previous owners hold
82%, OAC shareholders hold 11%, PIPE investors hold 4% and Oaktree (the SPAC
sponsor) owns 2%. Andrew Dudum (CEO and Co-Founder) holds a 14% economic
stake and a 90% voting stake in the company (via a dual class structure).
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Figure 47. HIMS Ownership

OAC
Shar1e£10c;lders Sponsor
° 2%
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Source: Citi Research, Company Reports

Management Team

Andrew Dudum (Co-Founder and CEO). Andrew is a co-founder of Hims and has
been the CEO and a director of Hims since September 2016. Andrew is a Co-
Founder and General Partner Atomic Labs (a startup incubator and investment
fund) where he co-founded multiple companies including Bungalow, Homebound,
TalklQ, and Terminal, since 2013.

Spencer Lee (CFO). Spencer has served as Hims’ CFO and Treasurer since March
2019. From March 2015 to March 2019, Spencer was CFO of Minted. From 2013 to
2015, he served as CFO of Julep Beauty.

Dr. Patrick Carroll, M.D. (Chief Medical Officer): Dr. Carroll oversees all of the
clinical aspects of HIMS (provision of care, clinical outcomes, patient safety,
healthcare information systems) as well as strategic initiatives. Prior to joining HIMS
in June 2019, Dr. Carroll was the Group Vice President and Chief Medical Officer of
Walgreens Company from May 2014 to June 2019. Prior to joining Walgreen’s in
May 2014, Dr. Carroll served as the Chief Medical Officer of Integrated Care
Partners, Hartford HealthCare’s clinical integration organization. He was also the
Medical Director for Hartford HealthCare’s Medicare Shared Savings Program.
From 2010 to 2012, Dr. Carroll served as the Chief Medical Officer for the Granite
Medical Group, a 40-provider Multispecialty/Primary Care Group that is part of
Atrius Health.

Melissa Baird (COO). Melissa has served as HIMS’ COO since February 2018.
Prior to HIMS, Melissa was Vice President of Systems and Procedures for Draper
James from July 2016 to January 2018. From December 2015 to July 2016, Melissa
served as the General Manager of Onefinestay. Prior to that, Melissa was with
Bonobos from September 2013 to November 2015 serving as the Vice President of
Operations and Product Management. From May 2011 to September 2013, Melissa
served as the Product Manager of Supply Chain Operations for Zulily, holding
responsibility for internalizing Zulily’s fulfilment operations and scaling operations
through technology programs. From January 2001 to May 2011, Melissa served in a
variety of scientific research roles.
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Hims & Hers Health, Inc.

Company description

Founded in December 2013, HIMS is a vertically integrated, direct-to-
consumer virtual health platform. HIMS provides end-to-end health solutions
(from diagnosis, to prescription fulfillment) through its telehealth platform.
HIMS’ 266 providers can prescribe dozens of medications with a 50-state
delivery network. As of September 30, 2020, HIMS had over 280K customer
subscriptions and had conducted 2M cumulative telehealth consultations since
inception. According to the company, a majority of HIMS’ customers are
millennials looking for a convenient, digitally-native and mobile-first product.

Currently HIMS offers treatment in four categories: (1) sexual health, (2) hair
loss & dermatology, (3) primary care, (4) and behavioral health (HIMS’ first
offerings were for erectile dysfunction and hair loss). HIMS offers doctor
consults, prescription drugs and over-the-counter (OTC) products in each of
these categories.

Investment strategy

We rate HIMS Neutral/High risk. As we wrote in our sector initiation, we firmly
believe the healthcare sector is on the verge of its “Netflix Moment,” with
consumer-driven companies like HIMS disrupting traditional modalities of care
(particularly for low acuity conditions). We think HIMS’ growth strategy is
smart, effecting what we deem “stigma arbitrage,” as it expands its markets
from ED and hair loss to larger markets with significant unmet needs. We think
that HIMS will be able to conservatively achieve 30% revenue growth for the
foreseeable future while maintaining best-in-class gross margins of ~75%
eventually turning EBITDA positive in 2023. Our neutral rating is largely
predicated on valuation given low barriers to entry and the deluge of well-
financed competitors likely to come to market in the near future.

Valuation

We derive our $23 PT by applying an 17.5x revenue multiple to our FY22
estimates. This is a slight discount to other virtual health peers and consumer-
driven companies digitizing traditionally analog industries which we think is
justified given lower barriers to entry and the increasingly competitive
environment.

HIMS does screen well compared to other virtual health peers with regards to
organic growth and gross margin. However, given the more competitive nature
of the DTC healthcare market, we expect marketing expenses to remain high
capping adj. EBITDA margins and free cash flow in the near term.

Risks

We rate HIMS High Risk given the recent run-up in the stock leaves valuation
stretched and we are likely to see increased competitive intensity in the near
term.

Downside risks to our target price include:
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* Increased competitive intensity

 Lawsuits and regulatory action due to potential over-prescribing of
medication and/or privacy concerns

* Increased regulatory burden on direct-to-consumer healthcare and marketing
- Difficulties adding physicians to the network, particularly in mental health

» Slow adoption of newer verticals, particularly primary care, mental health and
women'’s health

+ A recession may reduce the amount of consumer spend on discretionary
healthcare

* Interest in telehealth falls after the COVID-19 pandemic wanes

« Difficulties scaling

Upside risks to our target price include:
* Faster than anticipated growth in the subscription base
* Faster than anticipated adoption of new solutions and product bundles

» HIMS may be acquired by another virtual health company or a technology
company

Appendix A-1

ANALYST CERTIFICATION

The research analysts primarily responsible for the preparation and content of this research report are either (i) designated by “AC” in the author
block or (ii) listed in bold alongside content which is attributable to that analyst. If multiple AC analysts are designated in the author block, each
analyst is certifying with respect to the entire research report other than (a) content attributable to another AC certifying analyst listed in bold
alongside the content and (b) views expressed solely with respect to a specific issuer which are attributable to another AC certifying analyst
identified in the price charts or rating history tables for that issuer shown below. Each of these analysts certify, with respect to the sections of
the report for which they are responsible: (1) that the views expressed therein accurately reflect their personal views about each issuer and
security referenced and were prepared in an independent manner, including with respect to Citigroup Global Markets Inc. and its affiliates; and

(2) no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed by that research analyst in this report.

IMPORTANT DISCLOSURES

Hims & Hers Health, Inc. (HIMS) usD Coed

Ratings and Target Price History . Not covered - - - - -
25
Fundamental Research

“'.
20 -

“Indicates Change Rating/target price changes above reflect Eastern Time

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Hims & Hers Health, Inc..
Citigroup Global Markets Inc. or an affiliate received compensation in the past 12 months from Hims & Hers Health, Inc..

Disclosure for investors in the Republic of Turkey: Under Capital Markets Law of Turkey (Law No: 6362), the investment information, comments and
recommendations stated here, are not within the scope of investment advisory activity. Investment advisory service is provided in accordance with a contract
of engagement on investment advisory concluded between brokerage houses, portfolio management companies, non-deposit banks and clients. Comments
and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit
to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not
bring about outcomes that fit your expectations. Furthermore, Citi Research is a division of Citigroup Global Markets Inc. (the “Firm”), which does and seeks
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to do business with companies and/or trades on securities covered in this research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the objectivity of this report, however investors should also note that the Firm has in place organisational and
administrative arrangements to manage potential conflicts of interest of this nature.

Analysts’ compensation is determined by Citi Research management and Citigroup’s senior management and is based upon activities and services intended
to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates (the “Firm”). Compensation is not linked to specific transactions or
recommendations. Like all Firm employees, analysts receive compensation that is impacted by overall Firm profitability which includes investment banking,
sales and trading, and principal trading revenues. One factor in equity research analyst compensation is arranging corporate access events between
institutional clients and the management teams of covered companies. Typically, company management is more likely to participate when the analyst has a
positive view of the company.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in @ manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Unless stated otherwise neither the Research Analyst nor any member of their team has viewed the material operations of the Companies for which an
investment view has been provided within the past 12 months.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the
Product"), please contact Citi Research, 388 Greenwich Street, 30th Floor, New York, NY, 10013, Attention: Legal/Compliance [EBWYB6412478]. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi research disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Pursuant to the Market Abuse Regulation a history of all Citi Research recommendations
published during the preceding 12-month period can be accessed via Citi Velocity (https://www.citivelocity.com/cv2) or your standard distribution portal.
Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Catalyst Watch
Data current as of 31 Dec 2020 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 56% 34% 10% 24% 67% 9%
% of companies in each rating category that are investment banking clients 64% 64% 57% 68% 62% 67%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.

Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.

Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The target
price is based on a 12 month time horizon. The Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell
(3) for negative ETR. Any covered stock not assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are
insufficient valuation drivers and/or investment catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research
management not to assign a target price and, thus, not derive an ETR. Additionally, in certain circumstances Citi Research may suspend its rating and target
price and place the stock "Under Review". “Under Review” status may be imposed when the rating has been suspended for (a) regulatory and/or internal
policy reasons or (b) other exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting the company and / or trading in the
company's securities (e.g. trading suspension). In such situations, the rating and target price will show as “—" and “-“ respectively in the rating history price
chart. As soon as practically possible, the analyst will publish a note re-establishing a rating and investment thesis. Investment ratings are determined by the
ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target price (subject to limited
management discretion). At times, the expected total returns may fall outside of these ranges because of market price movements and/or other short-term
volatility or trading patterns. Such interim deviations will be permitted but will become subject to review by Research Management. Your decision to buy or
sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected performance and
risk.

Catalyst Watch Upside/Downside calls:

Citi Research may also include a Catalyst Watch Upside or Downside call to highlight specific near-term catalysts or events impacting the company or the
market that are expected to influence the share price over a specified period of 30 or 90 days. A Catalyst Watch Upside (Downside) call indicates that the
analyst expects the share price to rise (fall) in absolute terms over the specified period. A Catalyst Watch Upside/Downside call will automatically expire at
the end of the specified 30/90 day period; the analyst may also close a Catalyst Watch call prior to the end of the specified period in a published research
note. A Catalyst Watch Upside or Downside call may be different from and does not affect a stock’s fundamental equity rating, which reflects a longer-term
total absolute return expectation. For purposes of FINRA ratings-distribution-disclosure rules, a Catalyst Watch Upside call corresponds to a buy
recommendation and a Catalyst Watch Downside call corresponds to a sell recommendation. Any stock not assigned to a Catalyst Watch Upside or Catalyst
Watch Downside call is considered Catalyst Watch Non-Rated (CWNR). For purposes of FINRA ratings-distribution-disclosure rules, we correspond CWNR
to Hold in our ratings distribution table for our Catalyst Watch Upside/Downside rating system. However, we reiterate that we do not consider CWNR to be a
recommendation. For all Catalyst Watch Upside/Downside calls, risk exists that the catalyst(s) and associated share-price movement will not materialize as
expected.

NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
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organization and therefore may not be subject to the FINRA Rule 2241 restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below (and their regulators are listed
further herein):

Citigroup Global Markets Inc. Daniel Grosslight

OTHER DISCLOSURES

Any price(s) of instruments mentioned in recommendations are as of the prior day's market close on the primary market for the instrument, unless otherwise
stated.

The completion and first dissemination of any recommendations made within this research report are as of the Eastern date-time displayed at the top of the
Product. If the Product references views of other analysts then please refer to the price chart or rating history table for the date/time of completion and first
dissemination with respect to that view.

Regulations in various jurisdictions require that where a recommendation differs from any of the author’s previous recommendations concerning the same
financial instrument or issuer that has been published during the preceding 12-month period that the change(s) and the date of that previous
recommendation are indicated. For fundamental coverage please refer to the price chart or rating change history within this disclosure appendix or the
issuer disclosure summary at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Citi Research has implemented policies for identifying, considering and managing potential conflicts of interest arising as a result of publication or distribution
of investment research. A description of these policies can be found at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

The proportion of all Citi Research research recommendations that were the equivalent to "Buy","Hold","Sell" at the end of each quarter over the prior 12
months (with the % of these that had received investment firm services from Citi in the prior 12 months shown in brackets) is as follows: Q4 2020 Buy 33%
(69%), Hold 43% (60%), Sell 23% (54%), RV 0.6% (79%), Q3 2020 Buy 33% (69%), Hold 43% (63%), Sell 23% (58%), RV 0.7% (87%); Q2 2020 Buy 33%
(68%), Hold 43% (62%), Sell 24% (60%), RV 0.7% (88%); Q1 2020 Buy 33% (68%), Hold 43% (60%), Sell 24% (57%), RV 0.6% (85%). For the purposes of
disclosing recommendations other than for equity (whose definitions can be found in the corresponding disclosure sections), "Buy" means a positive
directional trade idea; "Sell" means a negative directional trade idea; and "Relative Value" means any trade idea which does not have a clear direction to the
investment strategy.

European regulations require a 5 year price history when past performance of a security is referenced. CitiVelocity's Charting Tool
(https:/iwww.citivelocity.com/cv2/#go/CHARTING_3_Equities) provides the facility to create customisable price charts including a five year option. This tool
can be found in the Data & Analytics section under any of the asset class menus in CitiVelocity (https://www.citivelocity.com/). For further information contact
CitiVelocity support (https://www.citivelocity.com/cv2/go/CLIENT_SUPPORT). The source for all referenced prices, unless otherwise stated, is DataCentral,
which sources price information from Thomson Reuters. Past performance is not a guarantee or reliable indicator of future results. Forecasts are not a
guarantee or reliable indicator of future performance.

Investors should always consider the investment objectives, risks, and charges and expenses of an ETF carefully before investing. The applicable
prospectus and key investor information document (as applicable) for an ETF should contain this and other information about such ETF. It is important to
read carefully any such prospectus before investing. Clients may obtain prospectuses and key investor information documents for ETFs from the applicable
distributor or authorized participant, the exchange upon which an ETF is listed and/or from the applicable website of the applicable ETF issuer. The value of
the investments and any accruing income may fall or rise. Any past performance, prediction or forecast is not indicative of future or likely performance. Any
information on ETFs contained herein is provided strictly for illustrative purposes and should not be deemed an offer to sell or a solicitation of an offer to
purchase units of any ETF either explicitly or implicitly. The opinions expressed are those of the authors and do not necessarily reflect the views of ETF
issuers, any of their agents or their affiliates.

Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership of 1% or more in the debt
securities of the subject issuer.

Please be advised that pursuant to Executive Order 13959 of November 12, 2020 (the “Order”), U.S. persons are prohibited from investing in securities of
any company determined by the United States Government to be a Communist Chinese military company as defined in the Order. This research is not
intended to be used or relied upon in any way that could result in a violation of the Order. Investors are encouraged to rely upon their own legal counsel for
advice on compliance with the Order and other economic sanctions programs administered and enforced by the Office of Foreign Assets Control of the U.S.
Treasury Department.

This communication is directed at persons who are "Eligible Clients" as such term is defined in the Israeli Regulation of Investment Advice, Investment
Marketing and Investment Portfolio Management law, 1995 (the "Advisory Law"). Within Israel, this communication is not intended for retail clients and Citi
will not make such products or transactions available to retail clients. The presenter is not licensed as investment advisor or marketer by the Israeli
Securities Authority (“ISA”) and this communication does not constitute investment or marketing advice. The information contained herein may relate to
matters that are not regulated by the ISA. Any securities which are the subject of this communication may not be offered or sold to any Israeli person except
pursuant to an exemption from the Israeli public offering rules, including according to the Israeli Securities Law.

Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via the Firm’s proprietary distribution
platforms; however such research will not contain changes to eamnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is
discretionary and is done only after the research has been disseminated. The level and types of services provided by Citi Research analysts to clients may
vary depending on various factors such as the client’s individual preferences as to the frequency and manner of receiving communications from analysts, the
client’s risk profile and investment focus and perspective (e.g. market-wide, sector specific, long term, short-term etc.), the size and scope of the overall
client relationship with the Firm and legal and regulatory constraints.
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Pursuant to Comissao de Valores Mobiliarios Rule 598 and ASIC Regulatory Guide 264, Citi is required to disclose whether a Citi related company or
business has a commercial relationship with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the
world, it is likely that Citi has a commercial relationship with the subject company.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any
decision to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may
be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures
made in the Important Disclosures section of the Product. The Firm's research department has received assistance from the subject company(ies) referred
to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy prohibits research analysts from
sending draft research to subject companies. However, it should be presumed that the author of the Product has had discussions with the subject company
to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the author as of the date of the Product and
these, plus any other information contained in the Product, are subject to change without notice. Prices and availability of financial instruments also are
subject to change without notice. Notwithstanding other departments within the Firm advising the companies discussed in this Product, information obtained
in such role is not used in the preparation of the Product. Although Citi Research does not set a predetermined frequency for publication, if the Product is a
fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental research reports, Citi Research may not provide regular updates to the views, recommendations and facts
included in the reports. Notwithstanding that Citi Research maintains coverage on, makes recommendations concerning or discusses issuers, Citi Research
may be periodically restricted from referencing certain issuers due to legal or policy reasons. Where a component of a published trade idea is subject to a
restriction, the trade idea will be removed from any list of open trade ideas included in the Product. Upon the lifting of the restriction, the trade idea will either
be re-instated in the open trade ideas list if the analyst continues to support it or it will be officially closed. Citi Research may provide different research
products and services to different classes of customers (for example, based upon long-term or short-term investment horizons) that may lead to differing
conclusions or recommendations that could impact the price of a security contrary to the recommendations in the alternative research product, provided that
each is consistent with the rating system for each respective product.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global
Markets Australia Pty Limited. Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by.

The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. Citigroup
Global Markets Australia Pty Limited is not an Authorised Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the Australian
Prudential Regulation Authority. The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004
325080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and
relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the
Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.

The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobilidrios
("CVM"), BACEN - Brazilian Central Bank, APIMEC - Associacéo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBIMA —
Associagao Brasileira das Entidades dos Mercados Financeiro e de Capitais. Av. Paulista, 1111 - 14° andar(parte) - CEP: 01311920 - S&o Paulo - SP.

If the Product is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has
approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.

This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile.

The Product is made available in Germany by Citigroup Global Markets Europe AG ("CGME"), which is regulated by the German Federal Financial
Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht BaFin). CGME, Reuterweg 16, 60323 Frankfurt am Main.

Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is issued in Hong Kong
by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia Ltd. is regulated by
Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its clients in Citi Private
Bank, it is made available by Citibank N.A.(organized under the laws of U.S. A. with limited liability), Champion Tower, 3 Garden Road, Hong Kong. Citibank
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N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document.

The Product is made available in India by Citigroup Global Markets India Private Limited (CGM), which is regulated by the Securities and Exchange Board
of India (SEBI), as a Research Analyst (SEBI Registration No. INH000000438). CGM is also actively involved in the business of merchant banking and stock
brokerage in India, and is registered with SEBI in this regard. CGM'’s registered office is at 1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra
East, Mumbai — 400098. CGM’s Corporate Identity Number is U99999MH2000PTC126657, and its contact details are: Tel:+9102261759999
Fax:+9102261759961.

The Product is made available in Indonesia through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55,
Jakarta 12190. Neither this Product nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to
Indonesian residents except in compliance with applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The
securities referred to in this Product have not been registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK)
pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian
citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market laws and regulations.

The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum
Building, 21 Ha'arba'ah St, Tel Aviv, Israel.

The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities and
Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Otemachi Park
Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-8132 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.

The product is made available in the Kingdom of Saudi Arabia in accordance with Saudi laws through Citigroup Saudi Arabia, which is regulated by the
Capital Market Authority (CMA) under CMA license (17184-31). 2239 Al Urubah Rd — Al Olaya Dist. Unit No. 18, Riyadh 12214 — 9597, Kingdom Of Saudi
Arabia.

The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by the Financial Services Commission, the
Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180,

Korea. KOFIA makes available registration information of research analysts on its website. Please visit the following website if you wish to find KOFIA
registration information on research analysts of Citigroup Global Markets Korea Securities

Ltd. http://dis.kofia.or.kr/websquare/index.jsp?w2xPath=/wq/fundMgr/DISFundMgrAnalystList.xml&divisionld=MDIS03002002000000&serviceld=SDIS03002
002000. The Product is made available in Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial
Supervisory Service. Address is Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. This research report is intended to be provided only to
Professional Investors as defined in the Financial Investment Services and Capital Market Act and its Enforcement Decree in Korea.

The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“*CGMM”) to its clients and CGMM
takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165
Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.

The Product is made available in Mexico by Citibanamex Casa de Bolsa, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Citibanamex which
is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.

In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA’) through Citigroup
Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX
Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000.

The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities Exchange
Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.

The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the
Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA
Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas.

The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja
Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.

The Product is made available in the Russian Federation through AO Citibank, which is licensed to carry out banking activities in the Russian Federation in
accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license
issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the
securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an
appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian
Federation. 8-10 Gasheka Street, 125047 Moscow.

The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (‘CGMSPL”), a capital markets services license holder,
and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in
respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and
institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore
through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private
Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is
intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). This report is
distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of
the substance or in preparation of this report. Please contact your Citigold/Citigold Private Client Relationship Manager in CSL if you have any queries on or

41



Hims & Hers Health, Inc. (HIMS.N) .
16 February 2021 Citi Research
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or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS]. Pursuant to the applicable laws and
regulations in the Republic of China, the recipient of the Product shall not take advantage of such Product to involve in any matters in which the recipient
may have conflicts of interest. If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor
any information contained in the Product shall be considered as advertising the securities or making recommendation of the securities in the Republic of
China. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial
products. Any decision to purchase securities or financial products mentioned in the Product must take into account existing public information on such
security or the financial products or any registered prospectus.

The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of
Thailand. 399 Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana ,Bangkok 10110, Thailand.

The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209
Kat 2B, 23294 Levent, Istanbul, Turkey.

In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the
Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and
Market Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research ratings distribution, in
percentage terms for Investments in each sector covered is made available on request. Financial products and/or services to which the Materials relate will
only be made available to Professional Clients and Market Counterparties.

The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority (“PRA”)
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disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Any
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Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data
and information contained therein. Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your
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