Q3 2021 Earnings Presentation
NOVEMBER 9, 2021

Disclaimer
This presentation contains, in addition to historical information, certain forward-looking statements, as defined in Private Securities Litigation Reform Act of 1995, that are based on our current assumptions, expectations and
projections about future performance and events and relate to, among other matters, our future financial performance, our business strategy, industry and market trends, future expectations concerning our market position, future
operations and capital expenditures. Statements in this presentation that are forward-looking include, but are not limited to, statements related to the impact of the COVID-19 pandemic on Katapult’s business, the company’s ability
to acquire new customers and Katapult’s ability to effectively manage long-term growth.
Forward-looking statements generally are accompanied by words such as “believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” “should,” “would,” “plan,” “predict,” “potential,” “seem,” “seek,” “future,”
“outlook,” and similar expressions that predict or indicate future events or trends or that are not statements of historical matters. These forward-looking statements include, but are not limited to, statements regarding our market
opportunity, our ability to expand our merchant partners, the impact of our growth initiatives and reach of economies of scale and our future financial performance. These statements are based on various assumptions, whether or
not identified in this presentation, and on the current expectations of Katapult’s management and are not predictions of actual performance. These forward-looking statements are provided for illustrative purposes only and are not
intended to serve as and must not be relied on by any investor as, a guarantee, an assurance, a prediction or a definitive statement of fact or probability. Actual events and circumstances are difficult or impossible to predict and will
differ from assumptions. Many actual events and circumstances are beyond the control of Katapult. These forward-looking statements are subject to a number of risks and uncertainties, including general economic conditions in the
markets where Katapult operates, the cyclical nature of consumer spending, and seasonal sales and spending patterns of customers; failure to realize the anticipated benefits of the transaction with FinServ Acquisition Corp.; risks
relating to factors affecting consumer spending that are not under Katapult’s control, including, among others, levels of employment, disposable consumer income, prevailing interest rates, consumer debt and availability of credit,
pandemics (such as COVID-19), consumer confidence in future economic conditions and political conditions, and consumer perceptions of personal well-being and security; risks relating to uncertainty of Katapult’s estimates of
market opportunity and forecasts of market growth; risks related to the concentration of a significant portion of Katapult’s business among a limited number of merchants, or type of merchant or industry; the effects of competition
on Katapult’s future business; the impact of the COVID-19 pandemic and its effect on Katapult’s business; the ability of Katapult to issue equity or equity-linked securities or obtain debt financing in the future or any impacts related
to raising additional capital, and those factors discussed in greater detail in the section entitled “Risk Factors” in Katapult’s Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission (“SEC”) on August 16,
2021, as well as in other documents filed, or to be filed, by Katapult, with the SEC. If any of these risks materialize or our assumptions prove incorrect, actual results could differ materially from the results implied by these forwardlooking statements. There may be additional risks that Katapult does not presently know or that Katapult currently believes are immaterial that could also cause actual results to differ from those contained in the forward-looking
statements. In addition, forward-looking statements reflect Katapult’s expectations, plans or forecasts of future events and views as of the date of this presentation. Katapult anticipates that subsequent events and developments
will cause its assessments to change. However, while Katapult may elect to update these forward-looking statements at some point in the future, Katapult specifically disclaims any obligation to do so. These forward-looking
statements should not be relied upon as representing Katapult’s assessments as of any date subsequent to the date of this presentation. Accordingly, undue reliance should not be placed upon the forward-looking statements.
Certain market data information in this presentation is based on the estimates of Katapult management. Katapult obtained the industry, market and competitive position data used throughout this presentation from internal
estimates and research as well as from industry publications and research, surveys and studies conducted by third parties. Katapult believes its estimates to be accurate as of the date of this presentation. However, this information
may prove to be inaccurate because of the method by which Katapult obtained some of the data for its estimates or because this information cannot always be verified due to the limits on the availability and reliability of raw data,
the voluntary nature of the data gathering process.
This presentation also contains estimates and other statistical data obtained from independent parties and by us relating to market size and growth and other data about our industry. This data involves a number of assumptions and
limitations, and you are cautioned not to give undue weight to such estimates and data. In addition, projections, assumptions and estimates of our future performance and the future performance of the markets in which we operate
are necessarily subject to a high degree of uncertainty and risk. “Net Promoter Score” refers to Katapult’s net promoter score, which is a percentage, expressed as a numerical value up to a maximum value of 100, that Katapult uses
to gauge customer satisfaction. Net Promoter Score is based on a customer research study of 595 consumers performed in September 2021 and reflects responses to the following question on a scale of zero to ten: “How likely are
you to recommend Katapult to a friend or colleague?” Responses of 9 or 10 are considered “promoters,” responses of 7 or 8 are considered neutral or “passives,” and responses of 6 or less are considered “detractors.” Katapult then
subtracts the number of respondents who are detractors from the number of respondents who are promoters and divide that number by the total number of respondents. This methodology of calculating Net Promoter Score
reflects responses from customers who purchase products using Katapult and choose to respond to the survey question. Net Promotor Score gives no weight to customers who decline to answer the survey question.
The trademarks included in this presentation are the property of the owners thereof and are used for reference purposes only.
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Disclaimer (cont.)
Non-GAAP Financial Measures
To supplement the financial measures presented in this presentation and related conference call or webcast in accordance with GAAP, we also present the following non-GAAP and other measures of financial performance: adjusted
gross profit, adjusted EBITDA, and adjusted net (loss) income. We urge investors to consider non-GAAP measures only in conjunction with our GAAP financials and to review the reconciliation of our non-GAAP financial measures to
the comparable GAAP financial measures, which are included In this investor presentation.
Adjusted gross profit represents gross profit less variable operating expenses, which are servicing costs, underwriting fees, and bad debt expense. We believe that adjusted gross profit provides a meaningful understanding of one
aspect of our performance specifically attributable to total revenue and the variable costs associated with total revenue.
Adjusted EBITDA is a non-GAAP measure that is defined as net income before interest expense and other fees, change in fair value of warrant liability, provision for income taxes, depreciation and amortization on property and
equipment, impairment of leased assets, stock-based compensation expense, legal fees associated with investor transactions, and transaction costs associated with the merger. Adjusted net (loss) income is a non-GAAP measure
that is defined as net (loss) income before change in fair value of warrant liability, stock-based compensation expense and transaction costs associated with the merger.
Adjusted gross profit, adjusted EBITDA and adjusted net (loss) income are useful to an investor in evaluating our performance because these measures:
•

Are widely used to measure a company’s operating performance;

•

Are financial measurements that are used by rating agencies, lenders and other parties to evaluate our credit worthiness; and

•

Are used by our management for various purposes, including as measures of performance and as a basis for strategic planning and forecasting.

Management believes the use of non-GAAP financial measures, as a supplement to GAAP measures, is useful to investors in that they eliminate items that are either not part of our core operations or do not require a cash outlay,
such as stock-based compensation expense. Management uses these non-GAAP financial measures when evaluating operating performance and for internal planning and forecasting purposes. We believe that these non-GAAP
financial measures help indicate underlying trends in the business, are important in comparing current results with prior period results, and are useful to investors and financial analysts in assessing operating performance.
However, these non-GAAP measures exclude items that are significant in understanding and assessing Katapult’s financial results or position. Therefore, these measures should not be considered in isolation or as alternatives to
revenue, net income, cash flows from operations or other measures of profitability, liquidity or performance under GAAP. You should be aware that Katapult’s presentation of these measures may not be comparable to similarly
titled measures used by other companies.
Industry and Market Data
This presentation contains estimates and information concerning our industry, including market position and the size and growth rates of the markets in which we participate, that are based
on industry publications and reports or other publicly available information. Industry surveys and publications generally state that the information contained therein has been obtained from
sources believed to be reliable, but there can be no assurance as to the accuracy and completeness of the included information. We have not independently verified this third-party
information.
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Investment Thesis

Embedded in
e-commerce ecosystem

Massive, underserved
addressable market

WHO WE ARE

Our mission is to provide underserved non-prime consumers the
flexibility they deserve to access the
durable goods they need
Our vision is to offer consumers and
merchants an innovative lease
financing solution that enables
transactions at the point of sale

Focused on
financial inclusion

Unique
financial profile

Proprietary
technology platform

Compelling value
proposition
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Katapult at a Glance
Digitally Native with Unique Market Positioning
•

ESTIMATED TOTAL ADDRESSABLE
MARKET

A leading e-commerce lease-to-own platform focused solely on non-prime
consumers

Robust Merchant Solutions
•
•
•

Empowers merchants to efficiently promote and sell more inventory
Direct and platform integrations
Added 25 new merchants in Q3 2021 bringing total to 82 new merchants year-to-date

Highly Predictive Risk Model
•
•

Proprietary risk models significantly outperform industry standards
Sophisticated behavioral learning mitigates credit and fraud risks

$40 - $50
Billion
1

<1%

2

Market Share Currently
Captured by Katapult3

Proprietary Technology Platform
•

Flexible, automated and customizable tech increases efficiency and supports merchant
and consumer preferences

Clear and Compelling Value to Consumers
•
•
•

Best-in-class customer experiences with flexible and transparent payment options
Net Promoter Score of 60 as of September 30, 2021, a year-over-year increase of 23%
Increased our repeat customer rate by 42% year-over-year, with more than 50% of new
gross originations coming from repeat customers (defined as customers who have
originated more than one lease with Katapult over their lifetime)
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Q3 2021 Highlights
Executing Well Within
Challenging E-commerce
Macro Landscape

Maintaining High Rates of
Merchant & Customer
Satisfaction

Core Operating Business
Fundamentals

Investing in Growth
Strategy to Scale

•

Increased our penetration rate of our largest merchant partner during Q3 2021 (defined as
Katapult's gross originations as a percent of the merchant's US sales)

•

For all other merchants, gross originations grew 17% year-over-year

•

Customer satisfaction high with Net Promoter Score of 60 as of September 30, 2021, up 23%
year-over-year

•

Repeat customers are up 42% year-over-year, with more than 50% of new gross originations
coming from repeat customers during Q3 2021

•

Strong merchant retention rate

•

Lease payment performance is stabilizing at pre-COVID levels

•

Operating expense increases related primarily to public company costs and growth initiatives

•

Executing growth strategy to accelerate onboarding more merchants via expansion of business
development team and enhancement to technology to support the opportunity

•

Incremental margins to adding new merchant volume are high over intermediate term

•

Solid balance sheet to fund growth
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Q3 2021 Financial Results
Year-Over-Year
$ in millions

Q3 2021

Q3 2020

VARIANCE

Gross Originations

$61.0

$60.5

0.8%

Total Revenue

$71.7

$71.2

0.7%

Gross Profit

$18.4

$24.2

-24.3%

Total OpEx

$21.0

$10.7

96.4%

Net Income

$13.7

$9.8

39.6%

Adj Net (Loss) Income

$(4.5)

$9.9

-145.5%

Adj EBITDA

$0.1

$14.2

-99.1%

Commentary
•

Revenue up year-over-year on solid execution
with existing merchants and addition of new
merchants, despite significant supply chain
challenges faced by e-commerce merchants

•

Gross profit pressured year-over-year due to
difficult comparisons on lease payment
performance during period of stimulus
payments and record low delinquencies

•

Total operating expense includes additional
public company expenses, plus investments in
new growth initiatives aimed at increasing
market share

•

Net income includes $21.3 million gain from
re-valuing of public and private warrant
liability
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Lease Payment Performance

Commentary

Bad Debt Expense as a % of Revenue Trend
20%
18%

Record low bad debt
expense from COVID-19
stimulus payments

16%

Normalizing trend
heading towards
pre-COVID levels

14%

•

Bad debt expense as a percentage of revenue
is up year-over-year, but down sequentially

•

COVID stimulus payments changed historic 90day prepayment and delinquency patterns
during 2020 through Q1 2021, now seeing
trend normalize to pre-pandemic levels

•

Q2 and Q3 2021 revenue is net of customer
pricing promotions offered over the past 6
months

•

Our credit algorithms are constantly becoming
more effective with new data, which allows
for more precise and customized approvals
driving approval rates higher while
maintaining target hurdle rates

•

Some macro deterioration in credit can be a
positive for Katapult as we would expect
prime lenders to tighten their underwriting
leading to more customers coming to us

12%
10%

10%
8%
6%

8%

9%

8%

7%
5%

8%
6%

6%

4%
2%
0%

Q3 2019

Q4 2019

Q1 2020

Q2 2020

Q3 2020

Q4 2020

Q1 2021

Q2 2021

Q3 2021
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Operating Expenses
Year-Over-Year
$ in thousands

Q3 2021

Q3 2020

VARIANCE

Servicing Costs

$1,141

$1,024

11.4%

$456

$541

-15.7%

$1,276

$657

94.2%

Underwriting Fees
Professional & Consulting Fees
Technology & Data Analytics

$2,392

$1,389

Commentary
•

72.2%

Bad Debt Expense

$5,936

$3,931

51.0%

Compensation Costs

$6,475

$1,806

258.5%

General & Administrative

$3,308

$1,338

147.2%

Total Operating Expenses

$20,984

$10,686

96.4%

Operating expense growth year-over-year can
be largely split into two categories:
•

Additional public company expenses
(insurance, legal, and accounting)

•

Growth initiatives focused on new
business development and technology

•

Tech headcount (including contractors) up
from 32 to 69 year-over-year and Sales and
Marketing headcount up from 19 to 37 yearover-year

•

Investments in growth are expected to
continue in 2022, as we invest for the scale of
the market opportunity ahead of us
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Ample Liquidity to Strategically Invest for
the Scale of Opportunity Ahead
~$100 Million Cash on Hand

Investing now to capture
more market share of
the $40-$50 Billion
estimated total
addressable market

Technology

Business Development
•

Increasing size of the sales and
marketing team

•

Growing technology team
headcount

•

Pursuing small- and mediumsized merchants for near-term
closing (~30 days)

•
•

1

•

•

Targeting large enterprise
merchants that have longer
closing timelines with dedicated
team
Identifying strategic
partnerships to expand the
merchant and customer
footprint

•

Merchants
•

Expanding new product and
technology initiatives

Expanding into more diverse
end markets, including sporting
goods and outdoor

•

Investing in operating
infrastructure to support scaled
business

Leveraging waterfall
partnerships to grow merchant
base

•

Differentiating ourselves with
our customer-centric approach
that aligns with merchant’s
values (no repossession, no late
fees or damage to credit scores)

Building foundation to access
more merchants and customers
while enhancing experience to
drive repeat business
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Katapult Partnership is
Value-Added for Merchants

Partnered with Leading Merchants

HOME GOODS E-TAILER

APPLE RESELLER

Value to Merchant
•
•
•

Access to new shoppers (non-prime consumers) drives incremental sales
and lowers customer acquisition cost
Higher conversion rates = fewer abandoned carts
Higher repeat purchase rates

Direct
Integration

•

Off-the-shelf and custom integration options

•

Self-identifying customers can easily find their purchasing option

Platform
Integration

•

Plug-ins with leading e-commerce platforms

•

Merchants able to integrate in as little as 30 minutes

Waterfall
Integration

•

Katapult integrated with prime lenders (i.e., Affirm)

•

Customer applies once for financing and declines automatically flow to Katapult

LAPTOPS AND MOBILE DEVICES

MATTRESS E-TAILERS

WHEEL & TIRE SELLERS

KATAPULT | Q3 2021 EARNINGS

11

How Katapult Works for Customers
Application

Checkout

FA S T

•
•

Quick application
process
Decisioning in less
than 5 seconds

SIMPLE

•

Only 14 fields to
answer using topof-mind answers

DISCREET

•

•

Employment info
and personal
references not
required
No hard credit pull

T R A N S PA R E N T

•

Lease Agreement
and Price Tag
Disclosures
provide terms
before payment is
collected

EASY

•

Katapult accepts
debit or credit card
payments

S T R A I G H T F O R WA R D

•

Click to ship

•

No late fees

•

No effect on credit
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Increasing share at key merchants despite macro supply chain disruptions that are
leading to sales challenges
Achieving high merchant partner satisfaction with strong retention rate

Maintaining customer satisfaction, with a Net Promoter Score of 60 (up 23% yearover-year) and a 42% year-over-year rise in repeat customers

Wrap Up

Stabilizing lease payment performance trends as pre-pandemic norms return

Adding new merchant partners at a steady pace across diversified end markets

Growing business development team to fuel accelerated merchant partner
launches
Leveraging a strong balance sheet to invest in key growth initiatives
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Appendix
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Non-GAAP Reconciliation
Reconciliation of Non-GAAP Measures (Unaudited) ($ in thousands)
Three Months Ended Sep. 30
Adjusted Gross Profit

Nine Months Ended Sep. 30

2021

2020

2021

2020

Total revenue

$71,710

$71,194

$229,814

$173,842

Cost of revenue

$53,351

$46,953

$162,155

$116,534

Gross profit

$18,359

$24,241

$67,659

$57,308

$1,141

$1,024

$3,351

$3,003

Underwriting fees

$456

$541

$1,400

$1,870

Bad debt expense

$5,936

$3,931

$18,849

$9,614

Adjusted gross profit

$10,826

$18,745

$44,059

$42,821

Less:
Servicing costs
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Non-GAAP Reconciliation
Reconciliation of Non-GAAP Measures (Unaudited) ($ in thousands)
Three Months Ended Sep. 30
Adjusted EBITDA

Nine Months Ended Sep. 30

2021

2020

2021

2020

$13,740

$9,840

$13,727

$18,599

$4,176

$3,482

$12,462

$10,091

$(21,349)

–

$(24,160)

–

Provision for income taxes

$808

$233

$805

$423

Depreciation and amortization on property and equipment

$99

$(13)

$217

$46

Impairment of leased assets

$(449)

$253

$(1,089)

$1,637

Stock-based compensation expense

$3,097

$77

$13,317

$274

Net income
Add back:
Interest expense and other fees
Change in fair value of warrant liability

Legal fees associated with investor transactions
Transaction costs associated with the merger
Adjusted EBITDA

–

$362

–

$362

–

–

$3,350

–

$122

$14,234

$18,629

$31,432
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Non-GAAP Reconciliation
Reconciliation of Non-GAAP Measures (Unaudited) ($ in thousands)
Three Months Ended Sep. 30
Adjusted Net (Loss) Income

Nine Months Ended Sep. 30

2021

2020

2020

2021

$13,740

$9,840

$13,727

$18,599

$(21,349)

–

$(24,160)

–

Stock-based compensation expense

$3,097

$77

$13,317

$274

Transaction costs associated with the
merger

–

–

$3,350

–

$(4,512)

$9,917

$6,234

$18,873

Net income
Add back:
Change in fair value of warrant liability

Adjusted net (loss) income
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