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SR e Ao WW Is The Leading Commercial Health & Wellness Program For >50Y

= WW International, Inc. (“WW,” fka Weight Watchers) Indexed Stock Price Chart Vs. S&P | YTD

owns and operates the world’s leading commercial 20%
weight management program, the efficacy of which has 0% ASPX = 10%
been clinically tested and proven in numerous scientific
studies and trials since its 1963 inception 20%

= WW generates revenues through the sale of the following o WW =-33%
products and services: 60%

-80%
> Digital Subscriptions (50% of LTM Sales, 18% Growth): < <P &

Q
Web-based and mobile app solution (3.8mm ﬁ’ q’ cq' Qq'

subscribers)

> Studio + Digital (36% of LTM Sales, -22% Growth): 30K Trading & Operating Summary

weekly in-person workshops through commitment Share Price $27
plans for monthly price (0.9mm subscribers) % of 52W High 56.9%
Market Cap $1,784 FY'20 Revenue Growth -3%
» In-Workshop Products (8% of LTM Sales, -20% Growth): (+) Debt $1,701 FY'20 Gross Margin 57%
Range of consumer products that complement the (-) Cash $204 FY'20 EBIT Margin 23%
digital and studio programs (e.g. packaged foods) TEV $3,280 FCF Yield (LTM) 5%
TEV / NTM EBITDA 9.2x ROE (LTM) 16%
» Licensing & Franchise Royalties (6% of LTM Sales, - NTM P/E 12.6x
5% Growth): Co-branding and licensing trademarks to Mkt Cap / NTM LFCF 13.2x

consumer products and services; studio franchising

(<1% of sales) Price Targets | Bull vs. Base vs. Bear Cases

= |n 2018, Weight Watchers changed its brand name to WW. . o/\.
The rebranding was part of an effort to pivot away from Bull: $55 (+1OOA’) 10.5x EBITDA
solely weight management and towards a more holistic Base: 541 (+49%) 9.5x EBITDA

approach to health & wellness

Bear: $18 (-34%); 8.0x EBITDA

Source: Company materials and website; financials pulled from S&P Capital 1Q as of 11/20/2020
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Street Is Focused On Short-Term
COVID-19 Impact Vs. Potential Long-
Term Benefits Of “Peloton-izing”

Multiple Attractive Growth Avenues

Asymmetrical Risk / Reward
Opportunity At 12x NTM P/E
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Investment Thesis #1

SR e Ao Street Is Focused On Short-Term COVID-19 Impact Vs. Potential Long-

Term Benefits Of “Peloton-izing”

=  The C19-driven shutdown of physical studios drove a Q2/Q3 revenue decline of 9.6% and 8.0%, respectively, stalling momentum

following promising Q1 growth of 10.2%

=  Behind the headline top-line declines, however, there are several green shoots that point to a significant undervaluation:

i.  Shift to Digital: Digital sales have flourished during the pandemic (+21% in Q3). Given digital subscribers are twice as profitable as
Studio (~80% vs. ~40% GM), Q3 Adj. EBITDA increased despite increased operating expenditures. Management has indicated this
will be a permanent shift as less profitable B&M leases may not be renewed (confirmed by IR, with 21% of studio leases up for
renewal in 2021). This increasingly capital light and high margin business model should also drive multiple expansion (not modeled)

ii. Strong Retention Trends: member retention is at an all-time high at >10mo (as of 3Q’20), suggesting recent tech & content
investments have been well-received, and the business may not be reliant on physical studios for retention

iii. WW Best Positioned To Benefit From C-19 Intensified Consumer Interest In Health & Wellness (“H&W”): Of comparable

programs, WW boasts the highest revenue, most affordable programs, most downloaded app, highest Instagram followers and
engagement, #1 rank on US News Health, most scientific studies proving effectiveness, and largest ambassador social following, led

by minority owner Oprah Winfrey ()

The disconnect between fundamentals and stock performance has widened materially — total subscribers grew 5% y/y in Q3, yet the

stock is down 23% YTD

Built-In Gross Margin Uplift From Mix Shift Away From Studio

$800
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$400
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$0
2019 LT™M LTM +1

DS Gross Profit S+D Gross Profit

Source: Company filings, transcripts; all growth rates y/y on a constant currency basis
(1) See appendix for detailed competitor comparison & backup

LTM + 2

% Total Services GM

650
bps

65%
63%
61%
59%
57%
55%

Our base case shows
460 bps of Total
Services Gross Margin
uplift over the next
2yrs, driven by built-in
mix shift, as COVID
catalyzes a permanent
shift away from B&M
studios and towards an
increasingly digital
offering
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Built-In Market Tailwinds
Intensified By COVID-19

Demographic Expansion

International Expansion

Product Go-To-Market
Reimagination

Partnerships

De-Levering Unlocks Capital
Allocation Opportunities

Investment Thesis #2

Multiple Attractive MOVING FORWARD,  |B|  TLIKE THE WAy ;:'
Growth A RS T X S o ST
row venues AT THE END OF THE LAY MANAGERS ! HUMOR?  BE QUIET
SPEAK, ] oL,
i \ ;
§ i
E . 8

H&W sector growing at a 5.2% CAGR pre-pandemic, with the pandemic further catalyzing focus on health
and in-home cooking; 95% of Americans trying to lose weight do so without a commercial program, yet
research shows those who use programs are more successful + 80% of US adults use or can imagine using a
diet tracking app; >70% of adults, 33% of children are overweight (represents a ~3x increase vs. 50yrs ago)

WW'’s current user base is 90% women in their 40s/50s; recent re-branding and shift to digital presents a
compelling opportunity to expand into a broader target demographic

WW is over-indexed to North America (~70% of Sales); Europe is under-penetrated, and the Company has
negligible presence in EMs (APAC, Latin America, Africa) — this is a prime opportunity to utilize Oprah and
sell to WW’s bread-and-butter demographic (40s/50s Female) internationally

Products have been historically mainly sold at B&M meetings, but each new digital subscriber represents a
particularly attractive cross-selling opportunity given WW will have a strong understanding of their behavior
and preferences (substantial recent investments into data and predictive analytics)

Potential to duplicate recent City of NY partnership (400k+ employees/retirees at a discounted rate).
Untapped opportunity in healthcare, with obese employees costing employers an extra $4.2k p/a in costs.
Potential partnerships with fitness apps such as Peloton, integrations with connected devices, etc.

Strong and improving FCF conversion (NWC benefit from deferred revenue, low and decreasing capex as
WW continues to shift towards digital, increasing operating leverage) means WW de-levers from ~4x net
leverage today to ~2.5x in our 2022 base case, unlocking equity accretive M&A / dividend / share
repurchase opportunities

Source: market research per Jefferies; Company financials, KPls and news per Company filings and transcripts
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= Bull Case (555, +100%)

> Digital is growing at a 15% 2-year CAGR, driving a 600bps gross
margin improvement within the services segment. Overall,
WW adds ~$130M in EBITDA in 2 years.

» We are not modeling in, but believe there is additional upside
from incremental multiple expansion associated with top-line
growth momentum (see exhibit on the lower-right)

Base Case (541, +49%)

» The physical studio business declines another 20% between
now and 2022, but WW right-sizes its unit count. Combined
with a continued strong growth in digital service revenues
(12.5% CAGR) over the same time period, this dynamic should
drive 460bps of gross margin expansion. With operating costs
growing at 3% a year, we expect WW to generate ~$80M more
in EBITDA in 2 years.

= Bear Case (518, -34%)

» This scenario assumes that the decline in the physical studio
business accelerates over the next two years (-13.5% CAGR)
and that WW is unable to adjust its cost structure fast enough
to accommodate this dynamic. EBITDA falls from $350M (LTM)
to $320M in 2 years.

Source: S&P Capital 1Q as of 11/20/2020

Investment Thesis #3

We believe that the distribution of outcomes has fatter tails but is positively
skewed, creating an asymmetric return / risk profile

WW NTM P/E Vs. S&P

28.0x
23.0x
ASPX = 23x
18.0x
13.0x
8.0x WW = 12x
3.0x
) Q Q
S ol o
A’ &I OA'

< 3 <
Multiple Expansion Potential Is Substantial
|Health & Wellness

NTM  NTM : NTM

1
Company Name :EBITDAx P/Ex IRev. % GM% EBITDA% ROC
H&W Median | 10.0x  149x | 10% 50%  14% 9%
WW International : 9.1x  12.3x : -2% 56% 24% 16%
1 1
Subscription Based , H
bV NTM 1 NTM
Company Name 1 EBITDAX P/Ex :Rev. % GM% EBITDA% ROC
Subscription Median: 39.2x  51.5x : 22% 57% 16% 5%
WW International I__Eix___lz_?z(_. -2% 56% 24% 16%
: If WW can execute on some of the
1 aforementioned growth avenues,
L= =p thereis substantial potential for

margin expansion given the
business's capital light SaaS revenue
model and strong FCF generation
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Base Case Scenario

LT Model Year,
Revenue 1,387,280 1,396,546 1,445,990 1¥r Beta 2.1
% Growth 0.7% 3.5% 2.1% Risk-Free Rate 1.5%
EBITDA 350,202 378,579 428,824 Equity Risk _Premium 5.5%
% Margin 25.2% 27.1% 29.7% Cost of Equity 13.1%
% Growth 8.1% 13.3% 10.7% Cost of Debt 5.78%
Tax Rate 23.0%
EBIT 234,579 291,349 337,971 LT Eauity Mix 65.0%
% Margin 16.9% 20.9% 23.4% quity ; .
% Growth 24.2% 16.0% 20.0% LT Debt Mix 35.0%
WACC 10.1%
Met Income 91,851 142,323 193,404
FDSO 69,684 71,286 72,926 Terminal TEV / EBITDA Multiple
% share growth 2.3% 2.3% 2.3% Terminal Unlevered FCF 303,133
Terminal Growth Rate 2.0%
EPS $ 1 $ 200 5 265 Discount Rate 10.1%
% Growth 51.5% 32.8% 41.8%
¥r-1Value of Terminal FCF 3,754,607
FCF 111,312 177,990 223,698 Terminal EBITDA 394,915
Implied Terminal Multiple 9.5x
Met Debt 1,513,073 1,335,083 1,111,385
Net Debt / EBITDA 4,3x 32.5x 2.6x
Valuation .
_— Terminal Growth Rate
Terminal TEV / EBITDA Multiple 5% 0% 25%  20%  15% 0% 05%
Terminal Value 4,073,828 7.0% 219}( 192}( 1?1)( 154}( '14[])( 128)( 118)(
Less: Net Debt (1,111,385) w | 8.0% 171 164x 140x  128x  118x  MO0x  102x
Value of Equity 2,962,443 A 9.0% 14.0x 128  118x  1M0x  10.2x 9.6x 9.0x
— - _ C | 10.0% M8 MM0x  102x 9.6x 9.0x 8.5x 8.1x
Ending Share Price 3 4062 c | 110% | 102x 96x  90x  85x  Bix  T7x T3
TEV / EBITDA 11 6x 10.8x 9.5% 12.0% 9.0x 8.5x 8.1x T.7x 7.3x 7.0x 6.Tx
P‘IIFE 30.8x% 20.3x% 15.3% 13“% 8. 1% T.7x% T 3x 7.0x 6.7x 6.4x 6.1x%
FCF Yield 3.8% 6.0% 7.6%

Source: LTM financials per S&P Captial IQ and Company filings as of 11/20/2020



Valuation Summary

ALrH{A[CHALLENGE ,
Tinlhorty oot Buy now for a 49% return in 1 year
Bear Case Base Case Bull Case

Target Multiples

TEV / EBITDA 8.0x 0.5x 10.5x

P/E 12.2% 15.3% 16.9%

FCF Yield 10.1% 7.6% 6.4%
Implied 1-¥r Price Target $18.00 $41.00 $55.00
Implied Upside/Downside -34% 49% 100%
Weight (Probability in %) 15% 60% 25%
Probability-Weighted 1-Yr Price Target S 41.00
Date 11/20/2020
Current Price S 2744

Probability Weighted Return 49%
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Oprah Winfrey Reliance

Fad Risk & Seasonality

Brand Perception &
Ability To Acquire New
Customers

Changing Business
Model

Source: Company filings and transcripts

Risks & Mitigants

el N oA Key Risks To The Investment Thesis

Live look at WW
investors begging
Oprah to stick
around post 2025

* Key Mitigant: Oprah last year extended her partnership with WW through at least
May 2025

* Key Mitigants: 2018 rebranding towards a more holistic H&W brand mitigates fad
risk & differentiates vs. fad diets; efficacy of program has been clinically tested
and proven in numerous scientific studies (incl. NHS, CDC) and trials over last 50Y+

* Key Mitigants: COVID-19 presents a unique opportunity to “Peloton-ize” its
offering and attract a younger demographic; international & partnerships
opportunities are areas where they can continue capturing customers in their
current target demographic

* Key Mitigants: retention is at an all-time high (>10mo) despite studios being
closed; built-in margin expansion from optimizing studio footprint (190/900 lease
renewals coming available in '21)
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Tl ity ok oo We Are Now WW Customers! (Quarantine Has Been Tough On The Waist-
Line)

v" We signed up for A WW Digital Membership (Free For
First 30D)

= WW App OS is impressive. Entering in meals / fitness is
seamless, and the simple points system eliminates much of
the friction associated with time-consuming diet tracking

= 24/7 live chat with coaches is helpful, but we think
personalization (e.g. personal coaches that understand your
behavior and preferences), a key pillar of WWH+, is a potential
game-changer

v" We spoke with Corey Kinger, VP of Investor Relations At
WW International

= COVID has changed WW'’s thinking around physical footprint
— will always have, but will be smaller (only highest
performers) and more flexible (e.g. month-to-month

agreements with hotels) 2+ Years Of Increased Investment
= Many exciting growth opportunities (e.g. partnerships, 150 -
international, demographic expansion) but technology 5170 13.0%
investment & support infrastructure was step 1 (e.g. can 5160 e
now enter new markets digitally (i.e. do not have to expend $150 Management partly attributes o
upfront for numerous physical studios) 5140 increased SG&A spend to 11.0%
. . . . . 5130 " ici " 0.5%
* My WWH+ (launched this week) is the first step into machine SE strategic investments -
learning and predictive analytics — hyper personalization. Big 2017 2018 2019 LT
marketing push will come this winter in advance of January s scan ot S

("new year, new me")
Note: Adj. SG&A excludes marketing, D&A, and SBC

Source: Company filings and transcripts
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Source: Company filings, website

Social

v 50% female BoD; strong female
contingency in mgmt. team,
including CEO and CFO

v’ Some URM mgmt. and BoD
representation, albeit room for
improvement

v’ Points-based system is
supported by scientific research
(incl. NHS and CDC)

v’ Transition from “dieting” to
more holistic health & wellness

ESG Considerations

WW Has Strong Principles That Could Be Attractive For ESG Mandates &
Considerations

Governance

v/ Mgmt. compensation structure
appears reasonable

v’ Mgmt. team is relatively
nascent but appears stable (CEO
at WW since 2017, COO since
2012, and CFO since 2020);

continuity benefits from Artal
(ownership stake since 1999)
and Oprah (7% stake, on the
board since 2015) involvement
v No accounting, control, or
material litigation red flags
found in our initial diligence
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Appendix: Management Compensation

= The compensation of named executive officers consists of base salary, annual cash bonuses, long-
term equity incentive pay and standard benefits

= Annual cash bonuses are determined as a factor of Q1 revenue goals (33.3% weight) and operating
income metrics (66.7% weight)

Name and

Principal Position
Mindy Grossman
President and Chief Executive Officer

Nicholas P. Hotchkin
Chief Financial Officer, Operating
Officer, North America and President, Emerging Markets

Stacey Mowbray(®)
Former President, North Amernica

Corinne Pollier (-Bousquet)(10)
President, International

Michael F. Colosi
General Counsel and Secretary

Source: Company filings, website

Fiscal
Year
2019
2018
2017

2019
2018
2017

2019
2018
2017

2019
2018
2017

2019
2018
2017

Salanv(!)  Bonus
51,200,000
$1,200,000

s

VAWM LAWY Bl LA,

544615

641,362
603,129
555,966

115,790
476,187
433,046

444,490
454974
423 826

476,780
462,893
450,279

$126,32116)

$200,000

1]

Stock
Awards(2)

ENEETH

S
$1
$
S
s

MLy Ve e

5,183,199
1,245 847

1,269,242
1,625,252
988 445

622,953
567,707

476,427
603,796
521,252

508,019
611,249
575,927

Option

Awards

$19,790,630

WA A A AN

Non-Equity
Incentive Plan
Compensation(3)
1,632 816
2,101 651
1,406,529

500,946

598,573
777,714

W A

375,171
414,573

260,581
285,192
375,635

268,146
312,730
445438

Change in
Pension
Value and
Nonqualified
Deferred
Compensation
Earnings(4)
26,167
10,125

427

30,069
22216
13,690

VAV A

15,991

11,398
6,617

LR R

All Other
(‘omEns:iinn
254,958(%)
303,160
384235

91,666(7)
110,002
78,393

1,103,855(%)
71,632
44,720

46,948(11)
47,095
42,126

65,711012)
71,342
61,258

AWM vy R LR AW

Total

$ 7295423

$ 8,798,135
$33,372.283

$ 2,659,606
$ 2,959,172
$ 2,614,208

1,219,645
1,545,943
1,460,046

s
S
s
$ 1,228,446
$ 1,391,057
$ 1,362,839
$ 1,334,647
$ 1,469,612
$ 1,539,519
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Top 15 Holders

Appendix: Ownership Summary & Insider Trading

Insider Selling (Open Market Dispositions) - Last 2 Years

Aral Group S A 21.76%
BlackRock, Inc. 8.11%
Oprah Winfrey (Directar) 7.08%
The Vanguard Group, Inc. 6.51%
Sessa Capital 3.74%
Stadium Capital Management, LLC 3.60%
ThornTree Capital Partners 2.53%
State Street Global Advisers, Inc. 2.08%
KKR Credit Advisors, LP 1.90%
Dimensional Fund Adwsors L.P. 1.74%
Mewsouth Capital Management, Inc. 1.15%
Morthern Trust Global Investments 1.40%
Victory Capital Management Inc. 1.29%
Geode Capital Management, LLC 1.19%
Granite Investment Partners, LLC 1.13%
Total 05.20%
Insider Ownership
Artal Group S.A. 21.76%
Oprah Winfrey (Director) 7.08%
Mindy Grossman (CEQ) 0.30%
Micholas Hotchkin (COO) 0.21%
Others Directors & Management 0.60%
Total 29.95%

Source: S&P Capital IQ as of 11/20/2020

. # of Shares Price per  Total §

Date Name of Insider Sold Share Amount
20-Nov-19  Corinne Paolier (President of International) 9364 § 4100 383.924
18-Nov-19  Corinne Polier (President of International) 6,708 3 3793 254 434
19-Aug-19  Corinne Polier (President of International) 4000 § 2919 116,744
I-May-13  Micheal Colosi (General Counsel) 16,993 5 17.03 289,316
08-May-19  Micheal Colosi (General Counsel) 16,898 § 2241 378,743
29-Nov-18  Corinne Paolier (President of International) 2019 5 5126 103,490
Total 55982 7§ 27.2T 1,526,651

Insider Buying (Open Market Acquisitions) - | ast 2 Years

. # of Shares Price per  Total §

Date Name of Insider Bought Share Amount
01-Mar-19  Mindy Grossman (CEO) 12000 5 2170 260,446
06-Nov-18  Mindy Grossman (CEQ) 7.000 5 5010 350,707
Total 19,000 7§ 3217 611,133
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Price History (local currency)
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Historical Multiples Are Near 5Yr Lows

Prior Period Averages

TEV/LTMEBITDA Current 1Yr 3Yrs 5Yrs T¥rs  10¥rs Yrs5-10 Max (17)
TEV/EBITDA 9.4x
—+—TEV/EBITDA 225% Mean 86x 108x 114x 107x 105x 96x 113x
[ Median 86 92 106 102 100 95 10.3
Min 83 66 66 66 66 73 66
Rolling 3 ¥r Avg EBITDA 20.0 % Max 9.1 19.2 19.2 192 192 136 192
TEV/EBIT 9.6x
Mean 9.2x 122x 133x 125x 120x 107x 124x
17 5 % Median 92 10.2 13.2 12.2 107 104 119
Min 89 8.0 8.0 8.0 8.0 8.2 77
Max 97 217 217 217 217 147 217
15.0 % TEV/EBITDA -CapEx 115x
\ Mean 94x 114x M9x 1MAx 110x 101x 118x
Median 93 98 10.8 104 10.5 10.1 107
/_\ 1254 Min 89 69 69 69 69 77 69
Max 99 200 200 200 200 13.9 200
/\ ECF Yield 6.9%
— 10.0 Mean 9.6% 9.0% 96% 132% 122% 149% 103%
\// h\\._. Median 8.9% 71% 86% 108%  102%  118% 9.4%
" Min 7.0% 4.1% 4.1% 3.5% 3.5% 3.5% 3.5%
75 Max 137% 154%  155%  445%  445%  445%  445%
DX
PIE 123 x
Mean 16.5x 23.0x 232x 195x 179x 126x 185x
: : : 50x Median 16.3 181 195 171 16.2 111 177
o © NS ° D K3 N 2 2 oo Min 158 114 114 45 45 45 45
A DAY & F g ¢ Max 177 487 467 467 467 257 467
TEV /Revenues 24x 22x 3.0x 30x  27x 29x 2.7x% 33x
Comparable Companies
TEVI LTM Net Debt/
Mkt LTM LTM FCF LTM ROIC EBITDA Margins 3 Year CAGRs
Ticker Name Cap EBITDA PIE Yield EBITDA  3Yr Avg LTM 3 2 -1 0 LTM  _TM/4 ¥r Av(Revenues EBITDA
MED Medifast, Inc. 52,096 15.7 x 29.4 x 6.7% 13x 176% nfa  15.6% 16.0% 15.3% 14.0% 14.7% -3.3% 37.5% 42 3%
HLF Herbalife Nutrition Ltd. 55,857 9.7 x 18.7 x 9.7% 21x 84% % 12.6% 171% 16.7% 14.7% 14.3% -6.6% 2.8% 10.5%
SMPL The Simply Good Foods Company $2,259 18.2 x 35.5x 2.5% 3hx 167% M% 17.6% 17.6% 18.6% 18.8% 18.8% 3.5% 27.3% 30.0%
VTY Tivity Health, Inc. 5798 7.8x 19.9 x 17.5% 43x 371% 193% 22.3% 24.0% 24 4% 20.8% 20.4% -10.7% 31.2% 27.3%
USNA USAMA Health Sciences, Inc. $1,587 6.8 x 15.0 x 9.4% 1.3x 119% 112%  16.8% 15.7% 18.5% 16.6% 17.9% 5.9% 1.8% 5.2%
Mean $2,519 11.6 x 23.7 x 9.2% 1.5x 181% 122%  17.0% 18.1% 18.7% 17.0% 17.2% 2.2% 20.1% 23.1%
Median $2,096 9.7 x 19.9 x 9.4% 2.1 x 157% 112%  16.8% 17.1% 18.5% 16.6% 17.9% -3.3% 27.3% 27.3%
ww WW International, Inc. $1,933 9.4 x 123 x 6.9% 39x 152% 140%  22.9% 27.0% 30.5% 25.7% 25.2% 4.8% 6.7% 14.2%

Source: S&P Capital IQ as of 11/20/2020
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Appendix: Comparable Transactions History

Recent transactions suggest that providers of nutritional/weight loss programs and products sold

for 2x Revenue or 14.5x EBITDA, on average

(% in Millions)
Aggregate LTM Multiples
Date " Target Buyer Target Description Consideration ¥  Revenues EBITDA
11/7/2019 Quest Mutrition Simply Good Foods Provider of nutrtional products $1.000.0 29x 20.0 x
Company
. . Lifestyle media company;
10/7/2019 Popsugar Group Mine Media monthly subscription business $300.0 3.0x nfa
. . Lyfestyle media company
10/1/2019 Refinery29 TPG Capital, VICE Media . 400.0 40x nfa
targeting young women.
Provider of nutntional products
1210/2018 Mutrisystem, Inc. Tivity Health, Inc. and structured weight loss 31,2976 18 x 147 x
program (Mutrisystem)
Provider of nutntional products
10M11/.2018 Slim-Fast Foods Co. Glanbia plc and structured weight loss $350.0 17 x 146 x
program (Slim-Fast)
Convers Park Acauisition Provider of nutntional products
4112017 Atkins Mutritionals. Inc. Y q and structured weight loss 5856.0 20x M6x

Notes:
(1) Date of announcement

Corp. program (Dr. Atkins Diet)

(2) Agagregate Caonsideration equals Equity Consideration plus Met Debt assumed

Source: S&P Capital IQ, SDR Ventures Health & Wellness M&A Reports
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ALPHCA!C l'!hﬁ]:t!-,ﬁhlc\alm,G E Of comparable programs, WW boasts the highest revenue, most affordable programs, most
= downloaded app, highest Instagram followers and engagement, #1 rank on US News
: Health, most scientific studies proving effectiveness, and largest ambassador social
Program Comp I following, led by minority owner Oprah Winfrey
|
[ Jenny Cralg [T Hutrisystem Optavia Hertalife
I : :
: ﬁ‘w#m I-w«smrmm H""':::“"’m“ ;mmmm ;ﬁwm&m -snmmpu:u.m:u1
Characteristics PRAFTOUS - calonic -Cnm.mpﬂw -ll'ﬂif
In:mm rs T = Foods are alocated oolors to dentify ;hunmmm.dul g i by " b
I I
] = $14.50 Digital 1 - 5245 Basic - 415 5&) Plan = 342 85 Formula 1 Shake Mix
Price per month I-s311s Workshop + Digital |- 3450+ = $59 monthly SUC-TECUTING = $300 Uniquely Yours - $408 45281 Plan = Daily consumption at chub shake $5-
1 - $57.10 Personal Coaching + Digital 1 - $354 Ursquely Yours Ultimately - $333 3&3 Plan L]
1 I
: - Workshop 1
- Digital coaching - Coach = Community at nuirithon clubs
” I-m!mmwmlrmm R - Weight lons counselons - Coach & community support st
1 appl 1
1 I
Meed to cook : i : W v K W
1 1
1 I
1 I
m I L I - L L4 X X
1 I
I I
1 I
Rank on US News Health : #1 beat comimeiclal dist plan 1 #2 st commimercial diet plan NIA #6 bt comanercial et plan #10 bt commercial diet plan N/A
1
1 1
1 I
Review on US News Health : 19 : s A 3 28 A
1 I
: 1
Welght loss per week 1 Up 1o 2ibs/wesk : T-lltn per week 1= 20rs ot wmek T2l ot W 121bs in 12 wesla 1=l par wesk
1 1
1 I
1 I
Avg customer gender : Female 1 Fermale Fermaie Fermale Fermale N/A
- I
1 I
Avg customer sge : A0-50 : 40-50 18-60 (40-5 = 24%) 44-55 30-50 N/A
1 1
: I
Annual revenue in NA (SM) ]| $980 : $400 *{cormpany total) $237 500 §a8E $633* (assuming weight loss mix)
1 I
1

Source: Jefferies equity research
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EBacic Data Capital $truoturs. S/28:20 Optionc

Ticker ww e Sabe Faie info Faydoan? Malurity Stee (000} Sirike 1231713 1 2 3 4 =

NOLs {$M) $0.0 | Cash: Fa044 0.10% 3,700 TT Revenue §1,387 $1,358 51,356 §1,352 51,355 $1,363

FY Model? H|Revoler son £04% L+ 225bps ki ;22 1 953.00 Srowim -21% o.0% 0.4% or% 0.5%

LTMA for Mol ZEZO| Term Loan 12713 B L+ 47SkEs ¥ e 1 929.00 FF Growt

Eazic Irares £2,582 | Hetes 32009 5.E3% Fhmd N 25 1 9%9.00

Gross FRAE 53547 |Capital Leases 31453 5.50% Fhed ki iz 1 953.00 ESTDA 350 324 323 an 31s

U3 Co.? (¥ or Ny L 1 929.00 Margin 25.2% 22.0% 0% 3.0% a3.4%

1 953.00 Srowm -7.0% -0.3% -0.5% z5%
1 353,00
1 353.00 Tokal CpEx [=:] 1 T2 12 73
Cperating History F % E=TDA 21.0% 2z0% 23.0% 22.0% z3.0%
20182018 42018 2012-2098 2012-201E Wri-3 ¥ri-3 Vri-13 et NCWT -£3 58 -75 T4 15 -75
Achual Achual Actual Actual Worzs Anchar Bemer % Rev -E.0% -E.0% -EE% 5% -E.5% -E.5%

Revenus CASR E7% -0.3% -1T% -10.8% 4% 2% 315%

Average EEMTDA Margin 25.5% 255% 257% = 0% 13.48% 31.0% 33.3% ROIC 103.7% 99.6% 91.0% BS.T% 43.1%

Average CapEXESTDA 12.E% 12.2% 12.1% 13.5% 12a% 15.5% 15.3%

Average NMCWCRevenus 1% -B.3% -82% -02% -2.4% -E.4% -To0% Het Dbt 1,368 1,297 1264 1,140 1,012 an

Average ROIC 145 4% 138.3% 130.3% 4% 32E% 133.0% 151.5% MOEETDA 3.008x 4.315r 3047k 3.843x 3220 2728

Average Nt DEDVEEMDA 45w SEx £ 5.3 EL zax 0o

EEITDA CAGR 10.5% -I.3% -5.1% -17.0% -1.8% B.E% 12.3% Tax Rate 23.0% 23.0% 23.0% 23.0% 23.0%

Enare Growth 5% 25% 5% 5% ZE%
Hisinrical Operating Data Bace Cace Frojections:
12EE012 A2ZEE013 A0S 1221E 12312048 A1ZEORM T 1ENI0 18 1228/2018 LTM 0720 1231018 1 2 4 =

Revenue 51,339 §1.724 #1430 51,164 31,165 §1.307 51,514 1,413 1387 Revenue 1,387 1.397 3448 51,524 ¥1.573
Growtn -£3% -182% -21.3% o.o% 121 15.5% BT Srowim 0.7 LE% 4% 5%
FF Growth -£.21% -182% -15.3% 1.4% 121% 14.7% -E.0%

EBITDA S63 513 364 253 T 353 282 3E3 350 ESITDA 350 37 429 472 S04 533
Margin I0EH W0% 24.3% 21.8% Iz T 5% 25T 2E.2% Margin 5% 27.1% 0T 35N 2.0% 35.0%
Growm -B1% -28.8% -31.3% =% 3z4% 5% -21.4% Browm ok 133% 10.7% TN BT

| Total CpEx T2 52 a 3 41 a7 49 a2 Total CpEx a6 T 73 6 an
% of EBTDA 140% 11.5% 14.2% 147% 13.0% 11.6% 12.3% 13.4% 17.7% % E5TDA 17.5% 10.5% 15.5% 15.0% 15.0%

Het RCWE (194) [163) [185) {115} (36} (11 (e {106) (58} et RCWE <3 a4 -2 57 -100 -1
% of Rev -105% -5E% -12.5% -3.53% 2% -E5% 5% T.5% -5.0% % Rev 5.0% -0.0% -0LE% -a.5% -6.5% -0.5%

ROIC 421.0% 2T6.5% 165.5% azE% 125.3% 152.1% 163.6% 140.2% 11E4% ROIC 126.6% 136.3% 143.5% 143.9% 142.3%|

Met D=bt 2,350 22 2,099 202 1,926 1,752 1,511 1,415 1,358 Wet Deit 1,368 1335 1111 965 9EE 956
MOVEBTDA A2x d43x ETx TOx Ex EOx EE i0x s0x NOEETDA 3.008x 3.EZTX 2.EREx 2.04Ex 1017 1.073x

T Rt Tax Rabe 23.0% 230% 23.0% 23.0% 23.0%

Share Growth Share Growth 2.3% 2% 3% 3% 3%

Exlt & Dicoount Rate Bull Cass Frojstions
1231718 1 2 3 2 =
Forecast Impiled LTI Mutipies fj Ext Revwenue $1,367 34 31,496 §1.557 51,502 ¥1,656)
Exit TEV/EBTDA Browin 20% 45% 4.0% 0% 3z
TEWEBITDA] CapEx TEWEBIT FCF Yield TEVREY PIE

case A 700 ERE 87 % 10.3% 16% 10ex

Case B B.50% 100 x 103x a4% 28x 125x ESTDA 350 396 479 553 SET 624

Gase G .50 112x 11.3x 7.3% 36x 14.1x Meargin 25.2% 27.7% Iz0% IE5.5% 0.0% 7.7

Srowim 13.7% Z1.0% 15.4% % 0.3%
Disgount Rate 15.0%
Cach $0.00 Teksl CpEx (] 79 ES ES 94
% EETDA 17.6% 10.5% 1E.5% 15.0% 15.0%
to Awerags Mutiplec
Net HOWE -£9 -100 -105 -1 -112 -118|
% Rev -E.0% -7.0% -T.0% 7.0% 7% -T.0%
TEV! TEV/EBTDA
EBITDA -CapEx TEWVEBIT FCF Yieid TEVIREY PIE ROIC 137.9% 152.9% 160.5% 185.T% 151.0%

Curnent LR 11.1x 93x 7.3% 23% 116%

3r Awg 107 % 11.3x 122x% 2.0% 30x 230% Met Deit 1,368 1,305 1051 305 o06 205

57T Ao 1M4x 11.6x 12.3x 9.5% 30x 232x NOEETDA 3800 -1 .70 1.038x 1583w 1.452x

T ¥r Aog 108 % 11.0x 125x% 13.2% 7% 19.5%

10 ¥r Avg 10.5x 110x 120x 12.2% 208x 178 Tax Rate 22.0% 2a0% =2.0% 22.0%

Max (177r) Awg M3x 117x 124 % 10.3% 33X 185 % Enare Growth 2.1% 2% 291% e
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Appendix: Valuation Model — Base Case Assumptions

WW International, Inc.

Base Case Assumptions

{In & thousands)
Service Business
Digital Subscription Reverues

% qrowm
% COMSEENT CUTency
% CAGR (2007 - 2015)

Gross Profit
% mamn

Siudo Fees + Digial Fees
% growth

Model Year,

% CONSIENT CUTENCY oW

% CAGR {2007 - 2016)

‘Gross Profit
% mamgih

Service Revenus

% growTh
% CONSTanT

1.032.345 1,013,508

1.055. 650
B.0% L%

CUTBNGY
% CAGR (2007 - 2013)

Cost of Servicss
Gross Prof

% QrOsE mangn

Product Sales and Other

In-Workshop Product Saes
%
% CAGR (2007 - 2010)
Licensing, Royaities and Other
% growth
% CAGR (2007 - 2010)
Product Salss and Other

% growth
% constan cuTency growdh

337,550

-Bd%

1,058, 402
44%

1388791 1.4332M
% 8%

1380761 1,181,545
-5.5% -13T%
-5.d% 130

37,368
-0 7%
-15.6%

477926

43,11
1.3%
25%

468,761

B4 357
Q6%
L%

1.081.673
T4
13.7%

46 253

454 Hd

TOS 42
ai%
5%

30505
£d.0%
1273156

7%
16. 7%

508477

609,595
4%
Lo%

487,57
50.0%
597,270
-153%
-T40%

216,362
302%
1,207,266
-5.2%
-3.5%

TET,268
E0.0%

377,811

B4, 118
B0

366,477

-0

30

125,603
300

128,452 126,534
20 330%

125,456
34,05

124 602
340

1217.6819 1276200 1334126
25% 4.8 4.5%

1374336
ET

L4764
3%

445,588 £45572 452154

455,443
A0

4BD, 350
50.8%

555,386
S50%

137,855
Q6%

&a7.377
-1

TE4T19
a1.1%

834,238
oeI%

‘925,724
T 4%

565,720
E81%

% CAGR (2007 - 2619

Coet of Servicss
Gross Profi
® Qross mann

Consoclidated
Todal Revenus

% growTh
* CONSIaNT

1,835,432

|

1T D
-6.3%

CUITBNGY
% CAGR (2007 - 2018)

Coet of Servicss
Gross Prom
% gross mangin

Markeling Expansas
% Of s3kEs

% growh

-6.2%

T45514

T23.011

10807 1054657

-2.d%

% CAGR (2007 - 2019)

SGAA (exci. D&A and SBC)
% of s3ks
%

% CAGR [2007 - 2019)

Adusted EBITDA

% Qrowth

1023318
50.5%

ISIETI
10.2%
16.6%

1,001,112
581%

56X
1T71%
-10.4%

173,218
11.8%
28 (%

gramz
O0.5%

26,529
o020%

255,940 262254

17.7%

2% 25%
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Appendix: Valuation Model — Bear Case Assumptions

WW International, Inc.

Bear Case Assumptions

Fiscal Year Ended Decsmbsr 3, 3 Months Ended, LTM Wodsi Year,
In £ thousands) 2007 2008 2003 2010 2011 2012 2013 2014 2015 2018 2017 2018 2015 NII01T 502020 SIWN2020 1 2 3 4 5
Service Business
Digital SUDsFIpton Reaverues 151525 185,606 195,585 236756 398435 504338 508,135 437,385 340567 343TES 416722 551767 E9595 459,764 541,197 631,428 745,743 805,453 Fird 245 507,121
% growth 225% 55% 8% 67.3% 20.2% 1.0% 14 1% 20 1% A7 21.2% 0% T4% 17.7% E0% E0% 50% 5% 15%
% consiant Clmency growt 0% -TiE% -1d.0% -0.7% 20.7% 0% no% 17.6%
% CAGR (2007 - 2010) 13.1%
Gross Proft 45424 4F7TF 553,143 £82,460 620992 643573 657.3M 680,341
% mamn 50.0% BO.0% TE.0% 0% TO.0% T5.0% TE0% |
Studo Fees = Digtal Fass BEO724  SOS084 817,523 BS54 3H02%6 934933 ES1,626 744,560 sa7TsM1 605,332 664,357 TOS423 59,70 458771 258,767 237,256 422676 371955 334758 3180M 120
% growth 3% -10.0% 0.3% 208% -50% S0 -120% -21.1% 0% 06% a1% -153% -21.6% -T5.0% T20% -T0.0% S0 5%
% CONSEaNt CUTENCY Qrowth 5% -120% -16.3% 45% 2% 5% -140% 21.5%
% CAGR (2007 - 2016) 5%
Gross Proft HasE 21532 163,041 122576 100,423 83,50 79,505 75,530
% mamn 0% 3E2% 328% 200 ) 250% 25.0% 2500
Senvice Revenue 1032349 1085690 1,013,508 105630 1385731 1438271 1360761 1,181,845 937,388 @451z 10E1ET9  1,2731% 120728 16,535 T 1,185,588 1168418  1,178438 1,181,556 1,154, 1,208,241
% growh ame 7% 44% F1.3% 0% 5% RERS 207% 1.3% 140% 177% 5% -20% -1.o% 0% 0.3% 1% 1.2%
% constant -54% -130% -15.8% 25% 137% 18.7% -15% -18%
% CAGR (2007 - 2010) Z0%
Cost of Senvices 559325 £58.451 535,320 4TTO26  SBETE1 485233 S08ATT  SI2.907 3452 M08 2511 454,384 ASTONE 454303 45763 453371
Gross P E72,245 02,310 645,625 455,442 460,350 £05,386 TEATIS 704359 545,063 556,508 716,134 705,035 T2420 7223 73683 TS,
% Qross margin o1.1% 50.0% 54TH 0% 50.0% S5.0% 1% S53% 0.3% 61.0% 50.2% H0.3% a1.2% 61.0% 6.7% az5%
Product Sales and Other
In-Workshop Product Sass 3WEs WS 22085 304,951 314,303 20478 211,563 153,101 127,251 125,508 137,855 148655 113,43
% Qrowh am% -14.0% 44% 2.8% -11.6% -28.1% -202% 24.7% 14% LE% E0% -20.4%
% CAGR (2007 - 2016) B4%
Licansing, Royaltiss and Othar 57158 102047 33,313 88674 0G40 105403 151,29 128,570 99,760 20273 &7.37 92,069 &.578
% Qrowh 5% -B0% 5.0% 220% 28% £3.0% 1A% 220% 0.5% -12% 5% A0%
% CAGR (2007 - 2016) 0%
Product Sakes and Oiher IHEE | dEE | 5eAn 53 24,705 200,161 33,362 ] Foal S T TEmae | oges | aeon 2219 EEEkES [T T % 178,23 70,262 161,749 1S
% rowen 1.0% -128% 21% 125% £0% £.2% -1E0% 23.8% -50% 4d% 7.0% -14.5% ~4.8% 5 S0% 50% 50% 5%
% constant -£.2% -16:5% -16.2% -32% 47% 5% -128% 4.5%
% CAGR (2007 - 2010 ]
Coat of Servicas 186,269 164,560 142,045 112,406 110,540 127,369 133,234 123,743 5771 115882 143,555
Grass P 3372 198,602 155,505 114,645 105,141 97,263 101,691 22,323 66,448 33,651 54726 51,650 46,538 42,565 40,437 F|AS
% Qross margin 534% 4.7% 523% S0.5% 457% £3.2% 2% 0% 41.0% 251% 27.0% I7.5% 26.0% 250% 25.0% 25.0% |
Consolidated
Total Revenus 1467067 1 2 1396513 1452037 1832434 1 m.-li‘ 1728128 1472508 1184418 11643 1306311 1514121 1413357 1080754 1054657 1,367,260 1,358,075 1350861 1,351,828 1356215 1362302
% 47% £0% 8% 267% 0.4% £.3% -14.2% -21.3% 0% 122% 15.9% £7% 2.4% 21% 0.0 -04% [E5 0.5%
% consany | 5.2 14.2% -18.3% [ 121% 1475 5051 | 1
% CAGR [2007 - 2013) [
Coat of Servicas TA5614 723011 677,365 530,332 STSA0 614,262 B47.711 626,655 459293 45353 616,370
Gross P E13336  B5TT 72574 TIEI 108505 1.0S3A1E  LOOLTIZ 02,551 STADET  SES,S01 £92.549 BEEATD 795662 611,531 595,759 770310 TEES16 TEAOIE  TenE2S IR 794,286
% Qross margn 5% S44% 520% 54.4% 5TE% 50.5% 58.1% S42% W% 50.3% 5310% 2% 55.7% 56.0% s0.5% 550% S5T% 56.6% sE9% % 58.3%
Markeling Spasss WS3W  2WAFT 20479 217,120 302E3 35363 295628 262,258 201,021 154,338 200,757 2|319 243908 200,543 198,090 241,545 248,528 255240 262255 26774 272580
% of s3ks 14.0% 145% 143% 75.0% 16.5% 0.2% 17.1% 17.7% 17.3% 16.7% 15.4% 14.9% 17.3% 18.0% 18.8% 17.4% 5% 16.8% 10.4% 10.7% 20.0%
% growih 10.6% -11.0% B3% I05% 10.6% -10.4% STL3% Z3.3% 3% EE 127% 7.8% -12% 20% 2% 2% 1.0% 20%
| % CAGR (2007 - 2018) 1.4% |
SEAA (el DEA and 35C) MoAE4 145232 132,077 140,532 184,367 1TETES 187,695 171,907 120,130 125,016 138,263 178,313 179,583 133543 132613 178,153 154608 190,073 194,553 126,586 k)
% of saks o0 9.5% Ré% 0% 0% 2.0% 10.0% 11.6% 10.3% 10.7% 160.7% 11.8% 127% 124% 126% 129% 13.6% 14.0% 14.4% 14.7% 14.0%
% growth 34% 21% 5.7% 167% 0% a3 -£5% -30.1% 40% 11.4% 250% 09% -0.5% 1% 2% 24% 21% 0%
[ % CAGR (2007 - 2019) 21%
Adusted ESITDA 25116 42308 325418 432628 5M,215 563360 517,568 368,386 252886 265,087 35256 451773 3Ea7El ITAS 4B 350,202 323,690 32705 2811 31416 319314
% of sales e 30.1% FEN 1 3% ne% 30.0% 4% 2.7% 228% T 0.5% =N 5% 1% 25.2% 8% 2% 231% 250 254%
% growth 1.2% 14.5% a.4% T AT% 5.1% -28.8% 34 52 3z25% % 1.4% -4.5% e Bk -10% 45% 25%
| % CAGR (2007 - 2018) -21%|
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WW International, Inc.

Bull Case Assumptions

Fisial Year Ended Decembear 31, 2 Months Ended, LTM Mogel Year,
In € thoyeands) 2007 2008 2003 2000 2011 202 2013 204 2015 2018 07 2018 2013 WIW013_ SE02020 WIW2020 1 2 3 4 H
Service Business
Digital SUDsIpton Revenues 151525 135,606 195885 236756 380405 504335 S0O3S 49035 B0S6T 0 MITEE 416722 SELTET 609,95 459764 S0 631,428 795,143 514415 145 553 728
% QroWh 225% 55% 21.8% 67.3% 26.2% 1.0% -141% 20.1% A7% 21.2% 2% 7.4% 17.7% T5.0% 15.0% 120% &% a0%
% CONSINt CUTENCY Qrowth 05% -138% -14.9% 07% 207% 340% 0% 17.6%
% CAGR (2007 - 2015) 131%
Gross Proft 45434 4F7%7 553,143 £35,115  THS2  SG3IE 86547 S5
% mamn 50.0% BO.0% B0.0% B0.0% 60.0% BO.0% 80.0%
Studo Fess = Digtal Fass BEO724  SOS0S4  S17.523 SIG546 990256 934933 ESIEX  TAASS S9TAM 60533 ER4957 TOS4Z SI.E 458771 258,767 237,266 447 539 785 507 A4 B4ES
% growtn 3% -10.0% 0.3% 208% 5.0% H0% -128% 21.1% 20% L6% a1% -15.3% -216% % 0% 5% 5%
% constant cumency 55% -120% -10.3% 45% 26% 53% -1d4.0% -21.5%
% CAGR (2007 - 2016) -25%
Gross Proft MAsE 21532 163,041 138,737 140,975 137,753 308 551
% mamin % 382% 325% Ho% 350% 80w S8.0% E
Senice Revenle 1032349 10665890 1,013,508 1056402 1365791 1439271 1360061 1,161,045  0G7,568 948,121 1061679 1,273,196 1,207,206 g18535  Emaoed 1,138,598 1242663 1,317,200 1386652 143003% 1495337
% growh am 7% 44% F1.3% 0% 5% RER 207% 1.3% T40% 7% 52% -20% 5% 5.0% 53% 6% "%
% constant -54% -130% -15.8% 25% 137% 18.7% -15% -18%
% CAGR (2007 - 2010) Z0%
Cost of Services 559375 5sa4st 535,320 477826 4SETS1  4B6203 S034VT  sBAT WIAE2  MIS ;2511
Grass P ET9345  E02310  Be5635 455442 480360 555386 TeAT19 0439 SAS0E3  SSA.008 716134 TTaES2  or2s0r | 957068 10027E3 105154
% Qross margn B1.1% 50.0% 547% 0% 50.0% s5.0% o0 1% 5B.3% 50.3% 61.0% B0.2% a2.4% 86.2% 89.0% 7% TOI%
Product Sales and Other
In-Workshop Product S3ss 33559 3WTVS 292085 304951 33303 24TEE 211563 153,101 127,291 1255086 137855 148856 113,433
% growth % -140% 44% 0.8% -11.6% -281% -202% 24 7% 4% 06% 0% -20.4%
% CAGR (2007 - 2016) -B4%
Licansing, Royaltiss and Othar 57158 102047 33,313 BEET4 106400 105403 151,30 128,570 95,750 80273 &.377 2,069 &.578
% (rowth 5% -B0% S5.0% 220% -28% £3.0% 1A% -220% -0.5% 1% 5% -40%
% CAGR (2007 - 2016) 0%
Product Sakes and Oiher IHEIE 441,52 5405 85635 443,703 400,161 e e a TT0s1 2i5ya1 | Dagi@ | ga0ges | 2oe,0n1 2219 TS [T T % 178,23 TiO2a2 165154 160,190
% Qrowh 1.0% -128% 2% 125% £.0% £92% -TE0% Z3.8% -5.0% 4% 7.0% -14.5% 40% L 50% S0% 50% 5.0% -10%]
% constant -£.2% -TE5% -16.2% 2% AT% 5% -128% 4.5%
% CAGR (2007 - 2010] x|
Cost of Services 185280 64580 142,045 112406 140,540 137960 139,234 123,743 25771 115832 143,558
Grass P M3aTz 1saEm 155,505 14645 105,141 oT2E3  101E3 a2,323 66,448 38651 54726 54710 52,571 51,078 49,546 45,060
% Qross margin 534% 4.7% 523% S0.5% 457% £3.2% 2% 0% 41.0% 251% o | 20.0% 20.5% 0.0% 30.0% 30.0% |
Consolidated
Total Revenus 1467167 1,358 513 031 1 1724128 1479818 1,184,418 1164302 1006311 1514121 1413357 1080754 1054657 1,387,280 1431339 1436423 1556513 1604132 1655538
% 475 E0% 38 X £.3% -14.2% -21.5% o 122% 15.9% £7% 2.4% 2% 4.5% 4.0% 1% 32%
% consany | 5.2 14.2% -18.3% [ 121% 1475 5051 | 1
% CAGR [2007 - 2013)
Cost of Senvicas 745614 72301 677365 530332 575401 B14262  B47.711 626,655 459273 45853 616,370
Gross P E13536  B34577  TZET4 TO0AI0 L0505 108318 L0011z eSSl STADET  SES,S01 ESefdY EEa410 TeeGe2 E11,531 25,758 0910 E29.562 925,378 100147 1052330 1099584
% Qross margin 5% S44% 520% % STE% =0.5% 55.1% SL% W% 50.3% 53.0% 2% 55.7% 50.0% S0.5% 550% S5.0% a1.8% 04.5% oE.0% c04%
Mearketing Sxpansss MS3  2WAIT 04T TA200 302923 3ISIAT3 295628 26R2S 2On 154,338 2075 226313 243069 M0S543 193,090 241,585 249053 255457 261551 267088 27364
% of saks 140% 14.6% 143% 15.0% 16.5% 19.2% 17.1% 17.7% 17.3% 167% 15.4% 14.9% 17.3% 18.0% 18.8% 7% 17.4% 17.1% 160.5% 16.7% 18.5%
% growih 10.6% -11.0% B3% I05% 10.6% -10.4% STL3% Z3.3% 3% EE 127% 7.8% -12% im% 0% 20% 2% 27%
| % CAGR (2007 - 2018) 1.4% |
SEAA (e DEA and S5C) M0AE4 145232 132,077 140,532 164,367 1TETES  1GT.EH 171,907 120180 125016 139283 17A.318 179,893 133543 13RER 175,153 184643 190,045 193,536 155118 07
% of s3ks o.0% 2.5% Ra% 0™ 0% 2.0% 10.0% 1.6% 10.3% 10.7% 10.7% 1n.8% 127% 124% 120% 120% 120% 127% 125% 12.4% 122%
% growsh 4% -01% 5.7% 167% 0% a3k -B5% -30.1% 40% 4% 0% 0.0% -05% ERT 2% 20% 2% 27%
[ % CAGR (2007 - 2010) 21% |
ESITDA 265,116 462308 395418 432628 5215 563360 517568 365,386 25288C 260087 352569 451773 seaTEl 1445 26485 350,202 395856 4TEB4S 552750 567,114 G24124
% of sales s 30.1% /% T 323% 3085 30.0% 49% 2.7% 228% T 30.5% 5T 25T% =51% 253% TR 32.0% 355% men ITTH
% growth 1.2% -14.5% a4 38T -A7% -2.1% -28.8% M. 52 3255 Haos A% -4.5% 120% 0% 15.4% a2 B35
| % CAGR (2007 - 2018) 21%|




Appendix: Valuation Model — Base Case Valuation

The University of North Carolina

ALP l—@C HALLENGE

WW International, Inc. Base Case Valuation
Fiscal Year Ended 9 Months Ended Sep Model Year Ended,
AA2ME AXMRME 120002017 1X2920ME 1228018 WI2MG  H262020 262020 QRATRAOM  WITIN22  ARTR023  WXIN24 4TS
Revenues 1164419 1164902 1306911 1514421 1413337 1,080,734 1,054,687 1,387,280 1,396,546 1445990 1498823 13534152 1572837
% growth LR 122% 15.0% £ -2d% 0 5% 317 4% 25%
Adjusted EBITDA 253,334 266,350 352,941 482,152 383174 277837 264 523 350,158 3TBST 428824 472388 504042 532868
¥ margin .o 220 27.0% J0.5% 25.1% F-¥ 1% T % 2% J.5% J20% 3.
Diepreciation and Amortzation (83,471) (52633  (S0.830)  44.051) (45,017) [(33.543) (37 402) (48,376) 56, (59,728)  (G2B44)  (B6.325)  (70.001)
Amortization of Defered Financing Costs (6,88G) (6,116) (3.112) (8.538) (8,318) {3.870) (6,614} (B,056) {3,787) {8.787)
SBC (24.771) (6.527)  (14.849)  (20188)  (20.471) (14.827)  (4B.680) (54,224 (20,608) (21,337 (22117 (22,638) (23.209)
Cither Expense {2027y (1.524) 1472) (2.578) {1,758) (2.201) (230 213
Loss {Gain) on Brazi Acquisiion - - - - - - -
Loss {Gain) on Earfy Extinsguishment of Debt 11426 - (8,009 - - - - -
Goodwill Impaimnent - . (13,223) . - - (3,665) (3,865)
Minaority Interest (282} (267) {175) (12E) (214 {278) 3Ty 2B
EBIT 1768 190403 258,081 306,588 235,306 .412 168,205 234570 201,40 33791 e 415078 430858
MNet Interest Expense (121.843)  (115,1680) (112.784) (142348) (135267 (103.045)  (62,281) (124 ,503) (1D6513)  (86,7B6)  (7T4483)  (BP456)  (80.458)
EET 55,760 4,333 145297 44242 151,128 17,087 78,014 110,076 184836 251,174 33072 MGG IT0.2N
Taxes [Z2835)  (16.83) 18,237 (20,423 (31,513) (28.834) (13548 {18,225) 42512y  (57.770)  (BRTOV)  (TO4E3)  (85,148)
% Tax Rate £0.0% 0 -12.0% Ed4% 20.0% 220% 17.8% 16.0% 230% 23.0% 23.0% 23.0% Z3.0%
Net Income 12045 a7,608 183,514 223740 118,816 90,233 fi2. 468 91,851 142,323 193404 2333483 266,120 285054
Ending Adjusted NCWC [114288)  (95,0820) (111.338) (100.637) (105.806) (113.251)  (62,108) {88, 104) (B3.783)  (93888)  (8T4X3)  (BAT2D) (102,234)
% of Revenue -0 0% 2% -5.5% -0.5% -7.5% -50% -H0% -0.5% -0.5% 45% -05%
ROIC B83% 126% 152% 184% 140% 127T% 138% 144% 144% 142%
Cash Flow:
MNet Income 12045 a7,600 183514 223740 118,816 91,851 142 323 183,404 233383 266120 285054
Diepreciation & Amaortization &0,067 58,740 58,002 52,600 54,335 57,932 66,623 80,516 T2TH 66,325 70,001
SBC MM 6527 14,040 20,188 20471 5424 20,608 21,337 217 22,638 3,00
Change in MCWC (B20808) (10,044 15413 (10,701) 5,050 (44, 145) 14,687 10,187 343 2206 2515
Total CapEx (37.185)  (34,832) (40791)  (56.BEE) (48,583 {48,550) (66.251)  (v0.758) (73ZM)  (75,608)  (70.030)
NOL Utlization {Creation) - - - - - . - - . - -
Cash Flow to Paydown Debt 10,672 79295  M0082  2285TB 150918 111,312 177580 223698 258407  2BATE3 300,849
Required Debt Amortization:
Revaoluer - - - - -
Term Loan - - - - -
MNotes - - - - -
Capital Leases - - - - -
Total Debt Amortization - - - - -

Cash Flow After Scheduled Debt Amortization 177930 223698 25841 28178 30.M49




Appendix: Valuation Model — Base Case Valuation Cont.

The University of North Carolina

ALPI—@C HALLENGE

WW International, Inc. Base Case Valuation
[ Return Summany |
ear a 1 2 3 4 5
Diyi
Regular dividend to Equity - - - - -
Addiional dividend to Equity - - 13127 281783 200,840
Total Dividends - - 12127 281783 200,840
Value of Dividend in Year 5 - - 160440  MTE05 3264
FV Dividends £30,569
Terminal Value @ 85x 4529361
Less Total Debt less Excess Cash ,085]
Value of Equity Methad Investrments {Curment Book Value)
Total Value of Equity 4393845
Basic Shares £i0,584 71.288 72,026 T4803 76,312 78,074
% Growth 23% 2.3% 25% 2% 23%
Option Dilution -
Ending FID Shares 78.074
Ending Share Price § 5628 “Fair” Price at Various Exit Multiples
Discount Rate 6.5 x 75x E5x 95x 105x
Today's Date 1172072020 § 2164 5 2511 § 285 5 3204 5 3551
Model End Date Q2712025
Other Implied Mulfiples @ Exit
=L $28.57] TEVERMD tmyieam Fofvied TEW/Rew  BIE
A-Capsx
FiD Shares Today 0,584 100x M03x 2.4% 29x 125x
CEV Today 1,001,104
LTM Met Debt 1,513,073 Other Implied Muitiples @ LTM
Current TEV at "Fair Price” 3,504 267 Tf"’c’?gx” TEV/EBIT FCFYiesd TEV/Rev  FJE

LTM TEV | EBITDA 100x 118x 140 5.6 25x M7x



Appendix: Valuation Model — Bear Case Valuation

ALP l—@C HALLENGE

The University of North Carolina

ww International, Inc. Bear Case Valuation
Fizcal Year Ended 9 Months Ended Sep Model Year Ended,
AA2ME 1232016 120302017 12252018 1212872019 2A2MG  W2ER020 2612020 QETR021  WITIA022 927023 W2EA024 9272025
Revenues 1164419 1,164,302 1306511 1514124 1,413,337 1,080,734 1,054,697 1,387 280 1358073 1357661 1351828 1356215 1,382,502
¥ growth i1 12.2% 15.8% Sy -2d% -2 1% s 0% 0.3% 0.5%
Adjusted EBITDA 23333 266,330 332,941 462,152 363,174 arraar 264,923 350,159 323,630 322,703 Mz 31416 334
¥ margin 2.8% 22.0% 27.0% J0.5% 25.T% 25 251% 23.0% 23.8% 231% 23.0% 23.4%
Deprecation and Amortization (53,171) (52,833) {50,840) (44,081}  (45,017) {33.543) (37 402) (48,878) (56,858) (59,364) (62,080 (54,B6T) {67, 78)
Amortzation of Deferred Financing Costs (6,888) (6,118) {8.112) (8.,538) (B.318) {8.878) (5.614) {B,058) [B.7ET) {8.787) {2.787) - -
58C (24.771) (6.527) {14.840) (20.128)  (20471) {14.827) (48.680) {54.224) (20.040) {20.034) (12.048) (20.013) {20.111)
Other Expense {2.027) (1.524) {472) (2.578) (1.758) {2.201) (230) 213
Loss (Gain) on Brazil Acquisition - - - - - - - -
Loss (Gan) en Early Extinsguishment of Debt 11,426 - {3.889) - - - - -
Goodwl Impairment - - {13,323) - - - [3,665) 13,865)
Mnority Interest (282) (2567} {175) (188} (214) {278) 37) 28
EBIT 177623 100,403 253,081 3B6 6EE 236,306 20,112 168,205 234,570 236,004 233520 221.006 226,536 247
Met Imterest Expense (121,843}  (115160) (112.784) (142,348} (135267) (103.045) (B2.281) (124,503) {108,525} {83,801) (B5.412) (77.155) {68,382)
EBT 55,780 84,333 145,277 244 242 151,120 117.087 TE014 110,076 128370 139,718 136,684 140,382 163,055
Tanes (22.835) (16,834) 18,237 (20,423} {31,513) (208.834) [13.548) {1B,225) (28.527) {32,135) (31.207) (34,358) {37.503)
% Tax Fate 40.0% 1075 -12.0% a4% 209% 220% 17.8% T0.9% 2ic% 23.0% 230% 230% 23.0%
Net Income 3245 47,688 163,514 223748 118,816 20,233 62 468 91,351 88,852 107,564 104,478 115,024 126,562
Ending Adjusted MCWC [114.264) (85,820)  (111.338) (100,537}  (105,806) (113.251) (6@, 108) {88,108) (67.804) {74.871) (74.251) (74.502) (74,860)
% of Revenue -1.0% 5.2% -3.5% A% -7.5% -50% -50% -5.5% -5.5% -5.5% -5.5%
ROIC 8% 125% 152% 164% 140% 104% 100% 1% BE% Bk
Cash Flow:
et Income el 47.6e8 163,514 223748 118,816 1,351 BB.B52 107,584 104,478 115,024 125,552
Depreciation & Amortization 60,057 58,740 54,842 52 600 54,335 57,932 06,748 09,151 71,867 64,867 &7,780
58C 24T 6,527 14,040 20,188 20471 54204 20,040 20,034 18248 20,013 111
Change in NCWC (69,804) (18,044) 15,418 (10, 701) 5,068 (44,145) (1.202) 8,768 (321) 41 3488
Total CapEx (37.185) (34.832) {40,781) (56,858)  (48,583) {48,550) (67.875) {700,985) (71.288) (71,828) {73.442)
NOL Utilzation (Creation) - - - - - - - - - - -
Cash Flow to Paydown Debt 10,672 79,200 210,082 228,978 130918 11,312 116461 132541 124001 128,319 140,375
Reguired Debt Amortization:
Rewolwer - - -
Term Loan - - -
Mates - - -
Capial Leases - - - - -
Total Debt Amortization - - - - -

Cash Flow After Scheduled Debt Amortization 116,461 132,541 124, 001 128,519 140,375




Appendix: Valuation Model — Bear Case Valuation Cont.

The University of North Carolina

ALPI—@C HALLENGE

WW International, Inc. Bear Case Valuation
[ Return Summary |
Year a 1 2 3 4 ]
Diyi
Regular dividend to Equity - - - - -
Additional dividend to Equity - - - - -
Total Dividends ; - - - -
Value of Dividend in Year 5 - - - - -
FV Dividends -
Terminal Value @ T0x 2235201
Less Total Debt less Excess Cash 571,178
Walue of Equity Method Investments {Curment Book Value)
Total Value of Equity 1,364,026
Basic Shares 60,884 T1.426 73211 TEM2 TE018 78,841
% Growth 2% 25% 25% 2.5% 25%
Option Dilution -
Ending F/D Shares 78,841
Ending Share Prics 5 1730 “Fair” Price at Various Exit Multiples
Discount Rate 60x 8.0 x T0x a0x 00x
Today's Date 117202020 $ 467 5 673 F 878 5 1084 5 1280
Mode! End Date QTIA025
Other Implied Muliples @ Exit
= anj TEVERMD 1oy o FoFvied TEV/Rew  BJE
A-Capsx
F/D Shares Today 80,584 01x 97x 10.3% 16x 109x
CEV Today 312,130
LTM Met Debt 1,513,073 Other Implied Multiples @ LTM
Current TEV at "Fair Frice” 21252 TEJEPEE TEV/EBIT FCFYied TEV/Rew  BJE

LTM TEV/ EBITDA 6ix T0x 91x 18.2% 15x BTx



Appendix: Valuation Model — Bull Case Valuation

ALP l—@C HALLENGE

The University of North Carolina

WW International, Inc. Bull Case Valuation
Fiscal Year Ended 9 Months Ended Sep Model Year Ended,
IA2HE 1232016 1213002017 122902018 1212812019 WIWIHI  Bi2672020 2612020 SATI2021 2712022 9272023 WXEI024  S2TR025
Rewenues 1164419 1164902 1306911 1514121 1,413,327 1,080,754 1,054,697 1,387,280 1431329 1496423 1556913 1,604,192 1,655,536
% growth 0.0% 122% 15.8% £7% -24% 3.2% 455 A0% 0% 3.2%
Adjusted EBITDA 253334 266550 32941 4E2152 383474 277937 284923 350,159 395866 478845  S52TH SET1M4 624124
%% margin 21.8% 220% 7% 05 2575 =5TH 251% I20% 35.5% 8.6% frd
Depreciation and Amorfization (53,171)  (52.633)  (50.840)  [(44,081)  (45017) (33.543)  (37.402) (48,376) (BO0ET)  (B5812) (71,058)  (78.609)
Amortizaion of Defierred Financing Costs |B.B88) (B.118) (B.112) (8.538) (8.318) {B.278) (6.614) (8,056) (8.7B7) {2.787) - -
SBC [24.771) (BEZT)  (14.940)  (20,12B)  (20471) (14907)  [48,680) (54,224) (22.082)  (22974) (23672) (24.429)
(Other Expense {2.027) (1.524) 472) [2.578) (1.758) {2.201) (230) 213
Loss (Gain) on Brazil Acquisition - - - - - - - -
Loss {5ain) on Early Extinsguishment of Debt 11426 - (8.968) - - - - -
Goodwil Impaiment - - (13,323) - - - [3.685) (3.885)
Minority Interest (282) (257) {175) (toE) (214) (278) 27} 28
EBIT 177623 100403 253,081 386,588 296,306 20,112 188,285 234,570 307,006 388010 454178 402,387 523,088
Met Interest Expense (121,843) (115,16D) (112.784) (142348) (135267) (103,045)  (B2.281) (124,503) (105544)  (33,866) (70.548) (B553%)  (85.533)
EET 55,780 34333 145277 244242 151120 17.087 TE014 110,076 202362 302143 383630 426853 457553
Taxes (22835)  (168534) 18,237 (20423 (I513) (26,834)  (12,548) (18,225) (44520)  (BB472)  (84.208)  (3,008) (100.682)
% Tax Rate 40.0% 10.7% -A2.0% E4% 20.9% 22.0% 17.6% 16.6% 220% 22.0% 22.0% 22.0% 22.0%
Met Income 32045 87,600 183514 223740 110,816 90,233 62468 91,851 157,842 2356872 200730 332,046 356,801
Ending Adjusted MCWC (114284)  (95020) (111,338) (100,637} (105,806) (113,251) (B0,108) (100,184} (104,750) (10B8.984) (112203) (115833)
% of Revenue 2% £.2% A% 4% -7.5% -50% -7.0% 7.0% T 7% 0%
ROIC =5 125% 152% 164% 140% 138% 153% 181% 156% 151%
Cash Flow:
Met Income 32045 87,600 183,514 223740 110,816 01,851 157,842 235872 200232 332046 356,801
Depreciation & Amortization 80,057 58,740 53,002 52,600 54,935 57,932 66,830 70,754 75,500 71,056 78,600
SBC 24771 8527 14,840 20,188 20471 54924 21,121 22082 22474 23672 24429
Change in NCWC (B2,008)  (10.044) 15,418 (10,701) 5,058 (44, 145) 31,088 4556 4734 3,302 3504
Total CapEx (37,185)  (MA32) (40791)  (5E.B5E)  (4B.563) (48,550) (BR.277)  (70.008) (B5E7TB)  (BR.OET)  (EG.819)
NOL Utiization (Creation) - - - . - - - - - - -
(Cash Flow to Paydown Debt 10,672 79239 210,082 2289TE 150918 111,312 207614 254054 316363 342316 367905
Reguired Debt Amortization:
Revaolver - - -
Tesmn Loan - - -
Motes - - -
Capial Leases - - - - -

Cash Flow After Scheduled Debt Amortization 207,614 254,054 316,363 42316 367,905




Appendix: Valuation Model — Bull Case Valuation Cont.

The University of North Carolina

ALPI—@C HALLENGE

WW International, Inc. Bull Case Valuation
[ Return Summary |
Wear 0 1 2 k] 4 5

Divi

Regular dividend to Equity - - - - -

Additional dividend to Equity - - 171063 2015 367,005
Total Dividends - - 171083 342915 367,805
Value of Dividend in Year 5 - - 42608 420806 304534
FV Dividends 1,060,038
Terminal Value @ 55x 5329478

Less Total Diebt less Excess Cash 108

Value of Equity Method Investments {Curment Book Values)
Total Value of Equity 6083108
Basic Shares 60,554 7147 7284 74,168 TETM  TRAM4

% Growth 2% 21% 21% 2% 21%
Option Dilution -
Ending F/D Shares Tia1E
Ending Share Price 5 7EEE “Fair” Price at Various Exit Multiples
Discount Rate Thx A5 Bhx 105 x 115
Today's Date 1172002020 $ 3175 5 3505 § 2005 5 4405 5 4415
Model End Date QITI2025
Other Implied Multiples @ Exit
(o Price K| TEVESTD tEyiEsm FoFYied TEV/Rey  FIE
- Capex

FiD Shares Today £0,384 112x 1M3x 7% 38x 141x
CEV Today 2,783,837
LTMMet Debt 1,513,073 Other Implied Multiples @ LTM
Current TEV at "Fair Price” 4296310 FE;:D TEV/EBIT FCFYidd TEV/Rev  PJE

LTM TEV/ EBITDA 123x 42x 1B3x 40% Alx MD3x



Appendix: Valuation Model — DCF Model Base Case

The University of North Carolina

ALP l—@C HALLENGE

WW International, Inc. DCF Model - Base Case
Fiscal Yaar Ended # Months Ended Sep Modsl Year Ended,
2016 123172018 12302017 12292018 12282015 S(ZEZ015  BIZ62020 3/2872020 SPTZ021 MIITII0ZZ TIOR3 SIPEI2024 NITII0Z5  Terminal
Revanuss 1,184,415 1164502 1306311  1,514121 1413337 1,080,754 1,054,857 1,387,280 1,396,546 1445530 1,438B23 1534152 1572837 1612158
% growth o0 12.0% 185.0% £TH 24% 0.7% 1.8% LT% 24 2.8%
Adusied EBITDA 253,334 2EE,550 352,341 462,152 363,174 277937 2643523 350,159 378,579 428 BM 472 389 504,042 532,885 546 188
% margin M % o 08% 8% 7% 281% % 0.7% 8% 329% 1.0% 2%
Depreciation and Amartization (S3.471) (52633}  (S0.BS0)  (44.061)  [45.017) [(33543)  [37.402) (56.836)  [38.729)  (52.944) (66,325 (OO0} (73,938
Amariization of Deferred Fnansng Costs (6835)  [B416)  (EA12) (4539  (9.319) EETE) (5514 [@78T)  (97ET) (9787
580 (24771)  [6527)  (14849)  (20,188)  (20,471) (14827) (48,580} (20,608)  (21,337) (2117} (22.638) (23.208)  (23.789)
Other Expense @07 [1.524) @72)  [2578)  (1.759) (2.201) {230}
Loss (Gai) on Brazll Acquisiion - - - - - - -
Loss (Galn) on Eary Extinsguishment of Deat 11,426 - (5.568) - - - -
Goodwll Impaiment - - [13.323) - - - [3,565)
Moty Intanest (282) [257) (175) (198} {214) (278) @&7)

EEIT 177,623 199,493 258,061 3B5,588 286,305 220,112 164,295 234573 311,956 350,308 309,658 437717 462,865 472,249
Met Interest Expense H21.843) (1151060} (112784) (142,345) (135.267) (103045)  (82.261) {124,503) - - - - - -
EET 55,740 E4,333 145277 244242 151,138 117,087 76,014 110,078 311,956 359,308 399,656 437,717 462,855 472,243

Tares [Z2E3S)  (1663) 18237 (20483) (31,513 (26.834)  (13.54E) (18,225) (T1.750) (82,641  (91821) (100,5T5) (106ASH)  (108,617)
% Tax Rate £0.0% 10.7% -12.0% n4% 0% 0% % 100% 0% 3.0% 23.0% 23.0% 23.0% n0%
Met Income 32,945 67,699 163,514 223,749 119,615 90,233 62,468 91,551 240,206 276,667 307,736 337,042 356,406 363,632
Ending Adjusted NCWE [14.364) (85920 (111.338) (100.637) (105.6%6) (113251 (£a.108) 59.105) (B3.753)  (93.983)  (STAZ3) (97 (10Z234) (104.780)
% of Revanue -0.0% 0% 5% 8% 7.5% 0% -5.0% 5% 5.5% £5% -a.6% £.5%
ROIC 3% 125% 152% 164% 140% 127% 1368% 144% 144% 142% 137%
Lash Flow:
et Income 32,845 B7,690 163,514 233,748 119,616 91,851 240,206 276,667 307,736 337,042 356,406 363,632
Depreciation & Amoriization 60,057 58,749 56,932 52,600 54,335 57,932 56,623 69,516 72,73 66,325 70,001 73,935
580 24771 8,527 14,043 20,188 20,471 54,224 20508 21,337 =T 22638 23208 23788
Changa In NCWC {65,506) (19,042} 15,418 {10,701} 5,059 44,145) 14,687 10,157 3,434 2,205 2515 2,556
Total CapEx (T.095)  (34.632)  (40731)  (S6.45E) (46,563 [48.550) (66.251) [(FOSE)  (T3Z20)  (FSEDS)  (TS.830)  (61.926)
NOL Utilzztion {Creation) - - - - - - - - - - - -
Unlevered Fres Cash Flow 10,672 79293 Ho082 238,978 150,318 111,312 275,873 306,361 332,738 352,895 3T 381,987

Year § Valua of Unleverad Free Cash Flow 517,427 00,540 471,982 434 557 398,141
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ALP I-GC HALLENGE

WW Internaticnal, Inc.

Appendix: Valuation Model — DCF Model Base Case Cont.

DCF Model - Base Case

| Refurn Summary |
fear 0 1 2 3 4 5
Year & Value of Year 1-5 Unlevered FCF 2,324,147
Yaar £ Value of Temminal Unlevered FCF 4,774,843
Total Value of Unlsvered FCF at Year 5 7,058,930
Dilubon-Adjusted Value of Unlevered FGF a1 Year § 6.336.047
Prazent Valug of Unkevared FCF 3,217,106
Cument Net Debi 1.513.073
Prazant Equity Valus 1,704,033
Baslz Shares 69,534 71,286 72,925 74,603 76,319 TB.OT4
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Markst Discount Rate for Tarminal ] 10.5%) 12.0% BSx 80x 5% Tix 67X E.4x
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LBO Model - Base Case
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Eucess Cash (Total - 30M) (204,387) 068 x Equity Purchase Price @ $27 88 per share 1,840,726 5%
Net Debt Refinanced 1,913,073 43x et Debt Refinanced 1513073 43%
Transaction Costs 48,005 1%
Total Purchase Price 3,511,795 0.0 x Total Usas 3.511.785 0.0 % 100%
Fiscal Year Ended 9 Months Ended Sep Modei Year Ended,
1220 E 122016 120027 122972018 12282019 9i2812H9 9262020 S26/2020 S2TR021 ST 9272023 W6024 92723
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LBO Model - Base Case

[ Raum Y
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Less Total Debt less Excess Cash 1,039,383
Less Management Options (105,502
Total Equity Flows [1,373,735) [] [ [] 0 3384450
|IRR & $28.57 19.7%]|
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WW International, Inc. Model Horizon Analysis
Bear Case Base Case Bull Case
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WW International, Inc. Probability Weighted Returns
Today's Date 11/20/2020
Today's Share Price F27.44
Operating  Probability Madel End m‘:‘l’::,::;" Implied % Operating  Probability Fair Price l:;i?:.:;? Implied %
Case in % Price Price Upside Case in% by Case Fair Price Upside

Bear 20% 518.00 5360 Bear 10% $18.00 51.80
Base 60% $40.62 $24.37 Base 0% $40.62 $28.44
Bull 20% $54.74 $10.95 Bull 20% $54.74 $10.95

$38.92 41.8% $41.18 50.1%
Bear 15% $18.00 5270 Bear 20% $18.00 5360
Base 0% 340,62 $24.37 Base 0% $40.62 328.44
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$40.76  48.5% $37.51 36.7%
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Base 5% $40.62 $26.40 Base 33% $40.62 $13.54
Bull 20% 55474 $10.95 Bull 33% $54.74 §18.25

$40.05 46.0% $37.79 ITT%
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Forward-looking Statements

This presentation includes “forward-looking statements,” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended,
including, in particular, any statements about the Company’s plans, strategies and prospects and the impact of the COVID-19 virus. The Company generally uses the words “may,” “will,” “could,” “expect,”
“anticipate,” “believe,” “estimate,” “plan,” “intend,” “aim” and similar expressions in this presentation to identify forward-looking statements. The Company bases these forward-looking statements on its current
views with respect to future events and financial performance. Actual results could differ materially from those projected in the forward-looking statements. These forward-looking statements are subject to risks,
uncertainties and assumptions, including, among other things: the impact of the global outbreak of the COVID-19 virus on the Company’s business and liquidity and on the business environment and markets in
which the Company operates; competition from other weight management and wellness industry participants or the development of more effective or more favorably perceived weight management methods; the
Company’s ability to continue to develop new, innovative services and products and enhance its existing services and products or the failure of its services, products or brands to continue to appeal to the
market, or the Company’s ability to successfully expand into new channels of distribution or respond to consumer trends; the ability to successfully implement new strategic initiatives, including the Company’s
strategic digital transformation; the effectiveness of the Company’s advertising and marketing programs, including the strength of its social media presence; the impact on the Company’s reputation of actions
taken by its franchisees, licensees, suppliers and other partners; the impact of the Company’s substantial amount of debt, debt service obligations and debt covenants, and the Company’s exposure to variable
rate indebtedness; the ability to generate sufficient cash to service the Company’s debt and satisfy its other liquidity requirements; uncertainties regarding the satisfactory operation of the Company’s technology
or systems; the impact of data security breaches or privacy concerns, including the costs of compliance with evolving privacy laws and regulations; the recognition of asset impairment charges; the loss of key
personnel, strategic partners or consultants or failure to effectively manage and motivate the Company’s workforce; the inability to renew certain of the Company’s licenses, or the inability to do so on terms that
are favorable to the Company; the expiration or early termination by the Company of leases; risks and uncertainties associated with the Company’s international operations, including regulatory, economic,
political, social, intellectual property and foreign currency risks; uncertainties related to a downturn in general economic conditions or consumer confidence; the Company’s ability to successfully make
acquisitions or enter into joint ventures, including its ability to successfully integrate, operate or realize the anticipated benefits of such businesses; the seasonal nature of the Company’s business; the impact of
events that discourage or impede people from gathering with others or accessing resources; the Company’s ability to enforce its intellectual property rights both domestically and internationally, as well as the
impact of its involvement in any claims related to intellectual property rights; the outcomes of litigation or regulatory actions; the impact of existing and future laws and regulations; the Company’s failure to
maintain effective internal control over financial reporting; the possibility that the interests of Artal Group S.A., the largest holder of the Company’s common stock and a shareholder with significant influence over
the Company, will conflict with the Company’s interests or the interests of other holders of the Company’s common stock; the impact that the sale of substantial amounts of the Company’s common stock by
existing large shareholders, or the perception that such sales could occur, could have on the market price of the Company’s common stock; and other risks and uncertainties, including those detailed from time to
time in the Company’s periodic reports filed with the Securities and Exchange Commission. You should not put undue reliance on any forward-looking statements. You should understand that many important
factors, including those discussed herein, could cause the Company’s results to differ materially from those expressed or suggested in any forward-looking statement. Except as required by law, the Company
does not undertake any obligation to update or revise these forward-looking statements to reflect new information or events or circumstances that occur after the date of this presentation or to reflect the
occurrence of unanticipated events or otherwise. Readers are advised to review the Company’s filings with the United States Securities and Exchange Commission (which are available on the SEC’s EDGAR
database at www.sec.gov and via the Company’s website at corporate.ww.com).

Non-GAAP Financial Measures

This presentation includes certain financial results not presented in accordance with accounting principles generally accepted in the United States (“GAAP”) including, but not limited to, gross profit, gross profit
margin, operating income, operating income margin and selling, general and administrative expenses. In addition, it includes certain financial results on a constant currency basis in addition to GAAP results.
Constant currency information compares results between periods as if exchange rates had remained constant period-over-period. In this presentation, the Company calculates constant currency by calculating
current-year results using prior-year foreign currency exchange rates. See Appendix for reconciliations. Management believes these non-GAAP financial measures provide useful supplemental information for its
and investors' evaluation of the Company's business performance and are useful for period-over-period comparisons of the performance of the Company's business. While management believes that these non-
GAAP financial measures are useful in evaluating the Company's business, this information should be considered as supplemental in nature and should not be considered in isolation or as a substitute for the
related financial information prepared in accordance with GAAP. In addition, these non-GAAP financial measures may not be the same as similarly entitled measures reported by other companies.

Trademarks
The following terms used in this presentation are our trademarks: Weight Watchers, Wellness that Works and the WW logo.

O .



Who we are

We are a global
wellness company
powered by the
world's leading
commercial weight
management program




Q3 2020 Financial Summary

End of period subscribers of 4.7 million, up 5% year-over-year

Revenue of $320.7 million down 8%, or 9% on constant currency basis’, year-
over-year

Revenue

Gross Margin of 59.3%; excluding one-time charges, Q3 2020 adjusted gross margin
increased year-over-year to 59.6%'"

Operating Income of $92.6 million; excluding one-time charges, Q3 2020 adjusted
operating income of $94.9 million? in-line with Q3 2019 levels

Operating Income

EPS of $0.78 versus $0.68 in Q3 2019; Q3 2020 EPS included $0.09 in one-time
benefits

Cash Balance Cash balance of $204.4 million

" See non-GAAP reconciliation in Appendix. 9
4



Subscriber Seasonality

(in M)
. End of Period Digital Subscribers

. End of Period Studio + Digital Subscribers

Seasonal subscriber
trends with annual Q1
peak and Q4 trough

~40% of annual
member recruitments
typically occur in Q1

In Q3 over 80% of our
members were Digital
Subscribers

21 Ly a3 4 al a2 a3 a4 {1

2005 2015 A5 2015 016 BH0A6 2016 R0lG 2017 A01TY

-14%

43
18

L Q3 04 al oz 3 0d
018 0lE 2009

017 2017 1B 20LE

0,

-8% 50
48 46 4.7
4.4
42
E % |
1.3
il (2} [k a4 ), o3
2019 K19 A9 2020 AR 2020



2020 Key Priorities

Focused on maximizing our core business while also innovating for future

growth

Coaching Wellness Consumer
el T Ecosystem Products
Power of Deepening the eCommerce
Community App Experience Growth &
& Gamification Product
Expansion

Health
Solutions

Be the Partner of
Choice

Community
Activation, Events
& Created Content

Diversifying our
Consumer Base &
Maximizing Engagement

Continued focus on recruitment, retention, and elevating the brand



Capital Structure

Strong liquidity position
As of September 26, 2020:
Cash balance of $204.4M

Scheduled 2020 debt and interest
payments

« $96M principal term loan + interest

« $26M interest on notes

Flexibility to prepay term loan at any time

1 As of September 26, 2020. Debt reflects par principal of loans and notes.

Flexible, covenant-lite debt structure
$1.25B outstanding on term loan’

LIBOR +475 bps
Due November 2024

Covenant-lite structure; potential Excess Cash Flow (ECF)
sweep upon consolidated first lien leverage ratio >3.0x for
fiscal year

$300M notes'

8.625%
December 2025 maturity
No leverage maintenance covenants

$175M revolving credit facility, undrawn

LIBOR +225 bps!
November 2022 maturity

Consolidated first lien leverage ratio springing covenant of
4.5x from Q2 - Q4 2020, 5.0x from Q1 - Q4 2021, 4.5x for Q1
2022, and 3.75x post Q1 2022 (guaranteed minimum access
of $58M)
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Non-GAAP Reconciliation

Revenues - Constant Currency (in thousands)

3 2020 Vanance

)
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Nous inspirons des habitudes saines pour la vraie vie.

Inspiramos habitos sauddveis para a vida real.

We inspire healthy
/' habits for real life.

"For people, families, communities, the world—for everyone.

Wir inspirieren zu gesunden Gewohnheiten filrs echte Leben.

We inspireren gezonde gewoontes voor het echte leven.

Viinspirerar till hdlsosamma vanor genom hela livet.
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Presentation

Operator

Good day, and welcome to the WW International Third Quarter 2020 Earnings Conference Call. [Operator
Instructions] Please note this event is being recorded.

I would like now to turn the conference over to Corey Kinger, Investor Relations. Please go ahead.

Corey Kinger
Vice President of Investor Relations

Thank you, everyone, for joining us today for WW International's Third Quarter 2020 Conference Call. At
about 4:00 p.m. Eastern Time today, we issued a press release reporting our third quarter 2020 results.
The purpose of this call is to provide investors with some further details regarding the company's financial
results as well as to provide a general update on the company's progress. The press release is available on
the company's corporate website located at corporate.ww.com.

Supplemental investor materials are also available on the company's corporate website in the Investors
section under Presentations & Events. Reconciliations of non-GAAP measures disclosed on this conference
call to the most directly comparable GAAP financial measures are also available as part of the press
release.

Before we begin, let me remind everyone that this call will contain forward-looking statements. Investors
should be aware that any forward-looking statements are subject to various risks and uncertainties that
could cause actual results to differ materially from those discussed here today. These risk factors are
explained in detail in the company's filings with the Securities and Exchange Commission. Please refer to
these filings for a more detailed discussion of forward-looking statements and the risks and uncertainties
of such statements.

All forward-looking statements are made as of today, and except as required by law, the company
undertakes no obligation to publicly update or revise any forward-looking statements whether as a result
of new information, future events or otherwise.

Joining today's call are Mindy Grossman, President and CEO; Nick Hotchkin, COO; and Amy O'keefe, CFO.
I will now turn the call over to Mindy.

Mindy F. Grossman
President, CEO & Director

Thank you, Corey. Good afternoon, everyone. Thank you for joining our call today. Our accomplishments
throughout 2020 as we continued to navigate through an unprecedented environment has been a
testament to the strength and resilience of our brand and business model, our ability to be agile and
innovate and the exceptional work of our talented and passionate WW teams around the globe.

This was further demonstrated in our Q3 results despite the negative impact of COVID on our studio
revenue. We grew digital subscribers by 23% with strong growth in every geographic market. This
accelerated digital growth enabled us to achieve year-on-year comparable operating income levels and
EPS growth.

This performance highlights our leadership position as the most effective and trusted partner in weight
loss and wellness, our high-margin digital business model, a great degree of flexibility in our cost structure
and our uniquely talented WW team.

WW is a technology company, having offered digital solutions to our members for nearly 2 decades. Today,
our digital platform, powered by our unique app delivers a truly differentiated tech-enabled member
experience. It is the foundation for all that we do in delivering a robust and impactful wellness experience
to members globally.

Copyright © 2020 S&P Global Market Intelligence, a division of S&P Global Inc. All Rights reserved.
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All of WW's 4.7 million members utilize our digital platforms, with over 80% of our members being
digital-only and 20% having both digital and workshop, whether virtual or physical access. As a direct-
to-consumer digital subscription business, we are constantly innovating on behalf of our members' needs
with constant new releases in our app that are informed by data from our members' interactions, which
gives us the ability to iterate, improve and personalize the WW experience in real time.

COVID did not slow down our WW transformation. In fact, it has accelerated our strategies. When we
identified the critical need to find a virtual solution for our global workshops, we executed that shift in 6
days. The investments that we have made in our technology platforms and our talent across the company
enabled us to be nimble and agile and ensured that we were supporting our members with what is so
important to them, community, which is more critical now than ever and is also a key lever for both
member acquisition and retention.

It also enabled us to reduce our studio footprint, including the associated costs and focus on what we
believe will be a different workshop experience of the future. We launched e-commerce in our app mid-
March, which was already planned pre-COVID. Given the studio closures, where most of our product sales
took place, we were able to partially offset the impact and have seen sales through our e-commerce
channel grow 300% in Q3.

Member penetration grew in the triple digits and repeat purchases grew in the double digits. We also
continued to accelerate the transformation of our WW Health Solutions business and we reimagined events
and experiences for a virtual world. Most important, we continued to innovate and expand our reach.

In addition to reaching our WW members, we intend for WW to be the healthy living brand of choice for
everyone.

We are greatly expanding our consumer products portfolio for both e-commerce and other distribution
partners as we position the WW marketplace for exponential growth in the future. As you recall, we are
building out a robust marketplace across Healthy Eats, Healthy Kitchen and Healthy Lifestyle, which will
include a range of products, including WW branded products, such as our new grab-and-go coffee, co-
branded products, such as our New WW by Dash line, and a variety of curated products that are relevant
to our members.

We are advancing our efforts through integrations with other leading technology platforms. Our
collaboration with Amazon, with their launch of Amazon Halo provides consumers with the latest in health
and wellness technology, demonstrating our shared commitment to offering consumers science-backed
cutting-edge tools. We recently announced our collaboration with Zoom, becoming their health partner

for the launch of OnZoom, an online events platform as well as Zapps, an in-app marketplace, which is
coming soon. These new experiences will bring the WW brand to life in new ways to millions of Zoom users
with helpful and engaging content and reminders to build healthy habits.

I'm pleased with all of these advancements as we continue to broaden our exposure to new and different
audiences. We're also on track to deliver new and exciting WW innovations in Q4. We will be building on
the success of myWW with our newest and most comprehensive innovation outside of a food innovation
with the launch of myWW Plus. This is the first time we have a significantly new tech-driven program
innovation focused on all of our pillars that we know have a measurable impact on weight loss and
wellness success.

Nutrition, fitness, mindset and sleep will be more personalized, backed by AI and machine learning.

The app will provide more insights, features, tools and value-added content, all informed by consumer
demand. MyWW Plus will be rolling out to all members globally in November and will be the centerpiece of
our winter marketing recruitment campaign, which I will speak to later.

In addition to our new program innovation, we are also innovating across all of our membership tiers,
and we are launching a totally new membership tier, which will allow us to reach new audiences. Digital
membership will be enhanced by the launch of myWW Plus and will continue to be the core foundation of
all membership tiers.
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Coming in December, in the U.S. and the U.K., we will be introducing a mid-tier entirely new experience
called Digital 360. In prior calls, you may have heard me refer to this as virtual coach-led communities.
Digital 360 builds on the learnings and success of Oprah's 2020 vision tour and is a premium coaching
experience with always on accountability through live and on-demand content, a new generation of
coaches relevant to millennials and who are experts at digitally delivering engaging and inspiring content
rooted in nutritional and behavior change science.

Digital 360 will build community in new ways for a new audience. We see this as an opportunity to both
attract new members and give our digital members the opportunity to upgrade to a more immersive
experience. This will be rolled out to all markets in spring 2021.

Digital Plus Unlimited workshops will replace our Digital Plus studio tier. Building on the success of our
virtual workshops, we will now be able to diversify our workshop offerings beyond the limitations of a
geographic location. Members will still have the option of a physical workshop, but they will now also be
able to choose unlimited virtual workshops with the optionality to choose a coach cohort, a lifestyle, a
group of similar interest or a time of day that's best for them.

For example, we've already started a black women's virtual group with over 200 attendees per workshop
and are building on the learnings of these workshops to create additional cohort groups, such as Spanish-
speaking groups and life stage cohorts that meets members' unique needs. Launching in winter, the
revamped Digital Plus Unlimited workshops offering will provide WW members who want the workshop
experience with more flexibility and convenience than ever before.

And to further deepen our personal interaction with our members who want additional guidance and
support, later in 2021, we will be relaunching our personal coaching platform, which will deliver enhanced
one-on-one virtual access to a WW Coach with a more customized and personalized plan and support.

Nick will provide further detail on our plans for growth across these offerings. As you can see, we have
been agile, innovative and are positioning WW for the long-term building on our platform as a technology
experience that delivers human impact.

Next, I would like to officially welcome Amy O'keefe to WW as our new CFO. Amy has more than 25 years
of financial expertise joining WW after 3 years as CFO of Drive DeVilbiss Healthcare. Her proven track
record of driving business growth,while maximizing profitability makes her uniquely qualified to join our
team, and we're excited that she is on board.

With that, I'll turn the call over to Amy to discuss the Q3 results.

Amy K. O'keefe
Chief Financial Officer

Thank you, Mindy. I first want to say how happy I am to be joining the WW team. In my first month at
WW, I've been incredibly impressed by the talent of the team, the passion, commitment and energy that
they have for each other, the company, its mission and its members.

Before discussing Q3 performance, I would like to tell you more about what drew me to WW and my
perspectives on the company's accomplishments in this extraordinary year. I began to engage with Ww
early in 2020, myWW had just launched, Oprah's 2020 vision tour was well underway, and the winter
season was off to a strong start. I, like many of you, listened intently to the February earnings call,

learn more about the incredible member response to myWW, the strength of the marketing program, the
enthusiasm found on tour and the strong recruitment momentum across all global markets.

All of this was extremely attractive, as was the high gross margin and cash generation of a direct-to-
consumer subscription model. Then as the COVID-19 situation unfolded over the next several months,
I was able to watch the company perform and respond in a time of crisis. As a WW member myself, I
knew WW was well positioned with technology to be responsive in a remote environment. But I was
extremely impressed to see how quickly the company responded by launching virtual workshops to
address members' needs and end the second quarter with a record number of digital subscribers.
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And of course, as a CFO, I was pleased to know that the company immediately took a hard look at its fixed
costs and took actions. In short order, the company put a plan in place to reduce its 2020 cost plan by
$100 million, reduced the real estate footprint and rationalized headcount. Flexibility and cost discipline
will continue to be key in our business planning going forward as we aim to transition to even more of a
variable cost model.

Turning to Q3 performance. We ended the quarter with 4.7 million subscribers, up 5% year-over-year and
a record level for the end of Q3. Member recruitment trends for digital continue to be strong through the
third quarter, driven by continued nimbleness in our marketing strategies as we adapted well to ongoing
shifts in the consumer mindset and demonstrated how WW not only delivers weight loss, but is part of a
holistic approach to bettering health.

We ended the quarter with 3.8 million digital subscribers globally, up 23% year-over-year. In Q3, nearly
90% of member sign-ups chose our digital membership, up from approximately 70% in 2019. As we
expected, workshop subscribers or studio plus digital were down 36% year-over-year to 850,000 due to
significantly lower member sign-ups as a result of the pandemic.

As discussed previously, we anticipate that this overall trend will continue to pressure our workshops
business going forward as in-person gatherings remain limited. We are rightsizing the cost structure of our
workshop business in response to this trend, while ensuring a high-quality member experience via virtual
workshops. Member retention continues to be very strong at an all-time high of over 10 months.

Revenues were down 8% -- or 9% year-over-year on a constant currency basis to $321 million. Digital
revenues were up 21% year-over-year on a constant currency basis. Consistent with the outlook provided
in August, the strength was offset by the anticipated declines in workshop fees and overall product sales
as a result of COVID pressures. A year ago, digital subscription revenues were roughly the same size as
our studio plus digital fees. Fast forward to Q3 2020, digital subscription revenues are now 2x studio and
are growing in each of our geographic markets.

Adjusted gross margin of approximately 60% in the quarter was up over 350 basis points year-over-year.
We are intensely focused on rightsizing our cost structure for the new operating environment and shifting
to a more variable model. This strong cost focus, combined with the mix shift to our high-margin digital
subscription business, where digital gross margins were over 80% in Q3, provide a solid foundation for
expanding gross margins over the long term.

In Q3, we delivered adjusted operating income of $95 million, matching the year-ago quarter operating
income despite lower revenue, demonstrating the impact of our high-margin subscription model. Our
GAAP EPS in Q3 was $0.78 compared to $0.68 in the prior quarter. Q3 2020 EPS was positively impacted
by $0.09 in onetime items.

The unusually low tax rate of 13.6% in the quarter was due to a catch-up benefit from the updated
regulations around GILTI, permitting companies to elect to exclude foreign income already subject to a
high effective tax rate. This reversal benefited EPS by $0.11 per share. In addition, EPS included a $0.02
per share negative impact from our organizational restructuring.

While we have confidence in our plans, given the continued macro uncertainty, we are not providing
subscriber revenue or EPS guidance at this time, but we would like to provide you with a few directional
assumptions for your modeling. On the top line, we expect the overall trend that we saw in Q3 to continue
in Q4, with strong growth in digital, offset by declines in studio-related revenues. As usual, our Q4 gross
margin will be impacted by program launch costs and training.

A reminder that fiscal 2020 includes a 53rd week, which bridges the last week of December 2020 and ends
on January 2, 2021. Due to the heavy marketing activity during that week, we expect Q4 marketing spend
to be approximately $15 million higher in Q4 versus the prior year quarter.

We continue to take swift and deliberate cost actions, and we are on track for the $100 million cost
savings plan that we announced in Q1. As a result, we are increasing the estimated expense of our
previously disclosed cost savings initiatives to $22.5 million, up from a $14 million estimate previously
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provided, driven by strategic cost reductions to our global studio operations to adjust to anticipated
consumer demand.

Full year interest expense is expected to be approximately $120 million. We continue to expect our full
year 2020 GAAP tax rate to be approximately 20%, which implies an approximate 26% tax rate before
restructuring charges in Q4. While we are not providing guidance on 2021 at this time, our intent for the
upcoming winter season is to maximize recruitment opportunities across all membership types.

We expect the subscriber mix shift and declines in studio subscribers will result in an approximately $50
million full year revenue headwind in 2021. In addition, a reminder that Q1 2020 also had a $16 million
revenue benefit from Oprah's 2020 vision tour, which was fully offset by tour-related expenses.

WW is a highly cash-generative business with strong liquidity. We have a covenant-light debt structure and
our term loan and bond maturity dates are not until November 2024 and December 2025, respectively.
Our cash balance at the end of Q3 was $204 million, and our revolver was undrawn. We ended the quarter
with a 3.7x net debt to adjusted EBITDAS ratio or 2.8x levered on a first lien debt basis. Reducing our
leverage continues to be our overall capital structure priority.

In addition to investing in technology and digital product resources and talent, we will continue to evaluate
potential tuck-in acquisitions of technology companies. In addition, we are seeing good opportunities for
acquiring franchise territories. Just this week, we acquired the Arizona franchise and are in discussions
with several other franchisees.

In summary, we believe we are focused on the right initiatives and areas of growth to fuel long-term
profitability.

I will now turn the call over to Nick to talk about these areas of growth.

Nicholas P. Hotchkin
Chief Operating Officer

Thank you, Amy. I can speak for everyone at WW, when I say we are thrilled to have you on board. As
COO, I am focused on the global performance with coordination, collaboration and execution across all
markets as well as cultivating growth vehicles such as WW Health Solutions and the e-commerce.

Looking to winter, we are building on the success of our proven myWW food program, making it more
personalized across the key pillars of nutrition, activity, mindset and sleep. In support of the new myww
Plus program, a most comprehensive nonfood innovation to date, we will be launching a deeply enriching,
more interactive and personalized end-to-end app experience for all members.

In addition to featuring an all-new personal assessment, which will match members to the food plan and
the membership type right for them, myWW Plus will deliver personalized content along their journey,
powered by a smart personalization platform that uses machine learning and Al to identify the preferences
of each unique member. So the more you engage with the content and features, the more myWW Plus will
deliver the meal planning and recipe recommendations that are relevant to you.

This capability is an important breakthrough in personalizing our program leveraging predictive analytics.
We believe myWW Plus will help members be even more successful because we will know them better and
inspire healthy habits across all pillars of weight loss and wellness.

In addition to the new personalized assessment, myWW Plus' new features will include a new personalized
My Day dashboard in the app, improved goal setting and progress reports and other innovative new
features.

WW is the leader in clinically proven sustainable weight loss and management due to our unparalleled
expertise in behavioral science. Our science team, led by Dr. Gary Foster, was deeply engaged in every
aspect of the development of myWW Plus from the questions in the personal assessment to each app
feature focusing on the behavior change techniques and strategies that are proven to keep members
motivated and engaged and successful on their wellness journey.
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As Mindy mentioned, this winter, we will have a comprehensive relaunch of our Digital Plus studio
business, which will be called Digital Plus Unlimited workshops. While we will continue to offer in-person
WW workshops in our studios, virtual workshops expand our workshop offerings beyond the limitations of
studio geography offering more flexibility than ever before.

In the U.S,, live face-to-face virtual workshops will be held 16 hours a day, 7 days a week with multiple
sessions occurring simultaneously at peak times, led by a selection of coaches who are especially talented
and trained to deliver an engaging virtual workshop experience. These virtual workshops have proven to
be especially fun and engaging and are driving word-of-mouth endorsement by our members and that's
why we are relaunching workshops globally this winter, focusing on convenience and believe this will
position us to maximize this vertical in 2021 and beyond.

We continue to manage our studio real estate footprint prudently. To illustrate, at year-end, in the U.S.,
we expect to have approximately 650 WW branded studio locations, with that footprint augmented

by approximately 250 hotel locations, which are proving to be a great new venue for our workshops.
This highly flexible footprint of studios and studio apps will be within a 30-minute drive of 80% of our
members.

As a reminder, at the start of the year, we had approximately 800 studios, plus 2,300 third-party workshop
locations. Importantly, we are continuing to meet our members' needs, while significantly reducing our
real estate footprint.

To make our real estate even more flexible, we continue to explore partnership opportunities. In this
winter, we will be piloting WW wellness hubs at 6 CVS retail stores where consumers can learn more about
WW and members can drop by for wellness check-ins and one-on-one coaching sessions. This real estate
strategy helps us nimbly manage our cost structure. And in addition, virtual workshops have a margin
profile that far exceeds the in-person studio model.

As Mindy mentioned, in December, we will also introduce an all-new membership tier, Digital 360, which
will feature an on-demand, always-on experience through a coach, content and community-centric
experience delivering what they want, when they want it.

Digital 360 members will have access to exclusive in-app coaching and premium content hubs designed
specifically for millennials. This more modern experience for a new and younger audience, separate from
our existing membership tiers, is being created by the same WW team that produced our highly successful
Oprah's 2020 Vision tour and our virtual tour experience.

In addition to unique live and on-demand content from each coach, there will be additional exclusive
premium content for this new membership tier, which will include a wide variety of motivational and
inspirational stories, podcasts, video series and unique events.

In December, we will introduce this new tier in the U.S. and the U.K., with plans for a full launch globally in
spring 2021. We view Digital 360 as an opportunity to upsell current digital members as well as reach new
audiences.

Looking to 2021, we have confidence in our differentiated program, marketing, technology and growth
drivers. In addition to member recruitment and retention, we are also focused on realizing growth
opportunities in areas such as WW Health Solutions and e-commerce.

In our WW Health Solutions business, we are seeing strong engagement among our clients and member
retention is at an all-time high. We recently partnered with CVS to add WW to its point solutions
management platform making it easier for employers and plan sponsors that use CVS Caremark for
pharmacy benefits management to offer WW to employees.

In addition, we're announcing that Welltok, who has relationships with the nation's leading payers,
employers and health systems, is adding WW to their connect ecosystem, which allows their clients

to conveniently select from a curated list of programs and resources. Our goal is to be the best digital
health solution for organizations to help that populations lose weight, stay healthy and prevent chronic
conditions.
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Today, Health Solutions contributes approximately $50 million in annual revenue, but the opportunity is
much greater. Looking to 2021, we will start building momentum through initiatives, including aggregator
or channel partnerships, targeting midsized employers and physician referral and expect strong revenue
growth in 2021 with accelerated growth potential in 2022 and the years ahead.

Consumer products represents a significant growth opportunity for WW. The advancements our team has
made to enhance our commerce experience have been exceptional and our strategy is working. And while
early, we are seeing strong signs of sustainable long-term growth. Recall, we only added WW Shop in the
app in March, and while already 10% of our members are discovering and buying WW products in the app,
we clearly have great growth opportunities, both in 2021 and in the longer term in consumer products. I'm
excited by the opportunities in front of WW and believe we are focused on the right initiatives to fuel our
long-term growth.

With that, I will turn it back over to Mindy.

Mindy F. Grossman
President, CEO & Director

Thanks, Nick. I would like to now provide some commentary on our winter launch and marketing plans,
share details of the newly launched healthy living coalition and reinforce our priorities for 2020 and
beyond.

It is clear that the world needs WW more than ever. We have been living in a COVID world where we are
constantly reminded that health needs to be our #1 priority. The CDC recently officially confirmed what
we have known, that obesity worsens outcomes for COVID-19. In their statement, the CDC highlights
that being active and eating a healthy diet can support optimal immune function and help prevent or
manage chronic diseases that worsen outcomes from COVID-19. The days of wellness being considered
a luxury are over. Wellness is a necessity. The global pandemic has elevated the critical need for the
democratization and accessibility of wellness for all.

People are going through a radical reappraisal of how they live, how they work and what they value and
want in their life. It is critical that we support, motivate, educate, inspire and meet our members where
they are on their wellness journeys.

Consumers want to be healthier, and they're looking for a trusted partner with credible science, a
community of support and the tools and techniques that will help them to build a foundation of structure
that is livable and sustainable.

The launch of myWW Plus will provide consumers with all of this and more. We will launch a multi-platform
campaign focusing on this new experience and highlighting a diverse range of consumers and creative
assets that will engage and attract existing, lapsed and new audiences.

Our winter marketing will feature Oprah Winfrey, who is the ultimate motivator and a great cast of
member ambassadors, all who have had great success on WW. We will also be including Ciara, our newest
ambassador, who has embraced the WW program and lifestyle. Ciara is a GRAMMY award-winning multi-
platinum singer and songwriter who made her debut as a WW ambassador in late September following the
birth of her third child. Ciara will share her wellness journey as a new mother of 3 to help educate others
on how to care for themselves and inspire them to live a healthier lifestyle. The winter campaign will
launch on December 26, and we are excited to bring myWW to the world. At WW, we believe that healthy
living is @ human right and that everyone deserves access to basic nutrition. Our global promise is to help
those in need and continue our commitment to democratize wellness, but we also recognize the power of
collective impact. And on October 16, we announced the Healthy Living Coalition, an alliance for action
and solutions focused on improving food systems and helping close nutrition gaps that disproportionately
impact underserved communities.

We launched with 18 powerful private and nonprofit sector partners, including JPMorgan Chase, Bank of
America, Beyond Meat, Bright Health, Panera Bread, the Vitamin Shoppe, Oak View Group, the American
Diabetes Foundation and Feeding America amongst other purpose-driven organizations. We aim to activate
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100 new corporate voices and resources in the first year towards shared solutions and goals that tackle
this crisis.

These private and nonprofit sector leaders alongside experts and voices from business, science and local
communities will join forces to drive progress under the United Nations Sustainable Development Goals
with a particular focus on its goal of 0 hunger and good food for all. Last year, an estimated 25.9% of
the global population experienced moderate-to-severe food insecurity and the current crisis will only
exacerbate this further.

We look forward to galvanizing this powerful group to collectively impact the health trajectory of the world
and deliver on our mission to inspire healthy habits for all, for people, family, communities, the world, for
everyone.

At WW, we have built a smart, personalized wellness and weight loss platform that provides our members
the content, coaching, community, core program and commerce needed to build healthy habits for life.
Our app delivers immersive tools and experiences that create engagement and success for members.

Our science works, and our brand is trusted more than ever at a time when trust is a critical factor in
consumer choice. Community continues to be the cornerstone of WW, and we are providing even more
opportunities for people to find and engage with the communities that are right for them and connect with
others striving for the same goal.

Coaching will be available across all platforms in new ways with a diverse group of motivators and
educators providing a level of support that's right for you, and our program will be personalized and
delivered through individualized content.

Both our direct-to-consumer and our WW Health Solutions business, which gives us access to employers,
providers, physicians and payers, give us a significant opportunity to grow our base. And our expanded
marketplace will provide a curated assortment of food, kitchen and lifestyle products that can help
everyone build and sustain healthy habits. We have invested in our transformation to truly become

a technology experience company with a human approach built on the power of community to help
consumers achieve their wellness and weight loss goals.

Our high-margin digital subscription business model, flexibility in our cost structure, growing retention and
engagement, multiple paths to growth, and a highly talented team are cornerstones of WW, and we have
the right strategies in place to maximize our opportunity.

With that, I will now take your questions.
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Question and Answer

Operator
[Operator Instructions] Our first question comes from Lauren Cassel with Morgan Stanley.

Lauren Elizabeth Cassel
Morgan Stanley, Research Division

Lots of exciting innovation to come over the next few months, which should add tremendous value to
subscribers. I guess how are you thinking about changing, if at all, the pricing architecture of the different
subscription tiers and the reworked studio offering? And then specifically, where do you see the pricing of
the Digital 360 offering in the U.S.?

And then one for Nick, the real estate update was really helpful. How should we think about what the
footprint looks like 1 year from now? Is it 650 the right number of branded studios? Or do you think
there's further room for consolidation there?

Mindy F. Grossman
President, CEO & Director

Okay. To your point, we are excited about the myWW launch really as the marketing vehicle to bring
people into the right membership tier for them. So I think the way you can think about Digital 360 and
we're finalizing all pricing testing right now, it will sit as a mid-tier in between our digital and our unlimited
workshops and digital business, but we're finalizing exactly, but that's how you can think about it. And
then when we relaunch the one-on-one coaching platform in 2021, that will be at a high-tier because it's
very high-touch, one-on-one individual coaches.

Nicholas P. Hotchkin
Chief Operating Officer

And look, on the studio footprint side, you see us aggressively managing the cost structure of that
business. So entering winter with 900 locations in the United States, 650 branded studios and 250 hotels,
which I think are great new avenue for us, not -- least with social distancing, we can have more people
attend in a hotel setting. That total 900, probably down about 70% of locations in the U.S. where we
started the year.

You asked about 2021 footprint, we have roughly 190 lease renewals in 2021. So we have lots of flexibility
to continue to manage our cost structure and continue to meet members where they are, serving 80%

of the United States population with this much reduced studio footprint and obviously, supplemented by
virtual workshops available like never before. More convenience, more flexibility, 16 hours a day, 7 days a
week, so people can attend virtual workshops, too.

Operator
Our next question comes from Steph Wissink with Jefferies.

Stephanie Marie Schiller Wissink
Jefferies LLC, Research Division

Mindy, the first question for you is just on the test of Digital 360, what are some of the things that you've
learned as you've tinkered with that experience?

And then Amy, a question for you. I just want to go back to your prepared remarks on marketing expense
for the fourth quarter. I know you talked about the 53rd week specifically, but how should we think about
the baseline marketing investment, just given what Mindy has shared about some of the plans?

Mindy F. Grossman
President, CEO & Director
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Sure. What we've really found with Digital 360, and I would say it's built for millennials by millennials,
right? And the core attributes of the program are really coaching, content and community, but in a 24x7,
always-on-demand platform. And we've seen really high engagement. And this is a new suite of coaches,
all of whom are very geared towards a digital content on-demand platform and who have their own social
and digital followings to engage, recruit and certainly retain members.

Members will have the opportunity, though, to engage with multiple coaches. We have coaches who are in
fitness, in nutrition, in mindset and meditation. So there's really an opportunity to be able to really have
that on-demand personal capability.

And in addition, the myWW Plus platform, which is the basis of all our platforms, has a very high level of
personalization with the utilization of Al to really make the experience for you. So the combination of that,
to us, is exciting in the Digital 360 platform and that, combined with our new virtual platform allows us to
really reach new audiences.

Amy K. O'keefe
Chief Financial Officer

As it relates to week 53 marketing, as I mentioned in my comments, it's an unusually heavy week of
marketing. And so we wanted to make sure that you were able to adjust your modeling accordingly. In my
view, the underlyings then, excluding the impact of week 53, will be about flat to Q4 of 2019.

Operator
Our next question comes from Jason English with Goldman Sachs.

Jason M. English
Goldman Sachs Group, Inc., Research Division

So a couple of quick questions. First, on the meeting subscriber. Not surprisingly, we're seeing a continued
drop-off of subscribers given the situation out there. I'm curious what percentage of those who fall out of
the program are picking you back up on the digital-only offering?

Nicholas P. Hotchkin
Chief Operating Officer

Jason, this is Nick. Yes, look, we don't really see much switching. I mean the offerings are different. And
those people that like that immersive WW coaching experience and workshops tend to stick with it. So
really, no more than usual. I would say that what's driving the digital growth is people choosing WW
Digital and our award-winning Webby winning app. So the nhumber of people who are transferring from
studio to digital is a very small proportion of the folks choosing WW Digital.

Mindy F. Grossman
President, CEO & Director

The one thing we have seen, and I think why we have our retention still at an all-time high, is because
we have a great degree certainly of our studio members now in the virtual workshops. But what the big
opportunity is, is to really relaunch our all-access workshops and build new cohort frameworks that aren't
restricted by geography. So we're able to really bring lifestyle cohorts, coach cohorts and others together.
And in the initial test of that, we've had really great response and feedback.

Nicholas P. Hotchkin
Chief Operating Officer

Terrific opportunities to win back those workshop members, absolutely.

Jason M. English
Goldman Sachs Group, Inc., Research Division

Okay. I think you guys have a lot of different programs coming to market. I guess back to the question, an
earlier question that came out earlier about pricing architecture. You mentioned you're launching Digital
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360 somewhere in the middle of where the others are. And I think to my ears, correct if I'm wrong, you're
going to kind of have like a 4-tier offering, digital, digital 360, meeting plus digital and personal coach,

correct me if I'm wrong on that. But as you launch more premium, I guess, are you contemplating pushing
down the digital access or the digital-only price point? Any changes to be mindful of on those components?

Mindy F. Grossman
President, CEO & Director

Yes. What we're seeing is if you just think of the value that we have added into our digital platform in

the last 2 years and now with the launch of myWW Plus being extremely personalized and immersive, we
really feel the value is certainly there. And what's interesting, I think you know, we had mentioned that for
the first time, we had offered free trial in the app. And I think the reason we are converting at a very high
rate is people are recognizing the value of what we're providing them.

Jason M. English
Goldman Sachs Group, Inc., Research Division

What are they trading up to? Sorry. And what percentage of those people who are taking the free trial are
actually converting into a paid subscriber?

Nicholas P. Hotchkin
Chief Operating Officer

In any given week, close to 60%.

Jason M. English
Goldman Sachs Group, Inc., Research Division

Well, that's great.

Mindy F. Grossman
President, CEO & Director

Yes. And I think a lot of it is giving people the opportunity to really experience us as to who we are today
and what we have to offer, and I think that's really been an asset.

Operator
Our next question comes from Brian Nagel with Oppenheimer.

Brian William Nagel
Oppenheimer & Co. Inc., Research Division

Congratulations on all the initiatives. So I had a couple of questions. I mean first, a short-term one that's
something more strategic. The short term, and I think I asked something that's similar last quarter as
well. But as you look at your numbers, and particularly, the impressive growth in the digital subscriptions
you saw here in the third quarter, is there a way to parse out if the COVID crisis is affecting those
numbers in any way? Or is there some type of COVID factor?

And then the second question I have, just with respect to the new initiatives, in particular, that Digital
360. As you think about now and as you've done your initial testing, recognizing it's early, but is this --
do you think this will be more of a tool to allow you to really cater to a larger consumer -- a larger TAM, a
new customer? Or is it more -- is there a piece of it that's going to allow you to really further do it to your
existing customers and maybe help on the retention side?

Nicholas P. Hotchkin
Chief Operating Officer

Brian, look, on the impressive digital growth, I think it's sustainable based on the best tech and digital
product experience and the wonderful features in our app that we've had. And so with what we're
launching in winter, this wonderful new myWW, more personalized approach with innovative features,

I think our growth will be driven by what we do and the features we add and the digital experience we
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provide. Now look, certainly, people in a COVID world need health and wellness more than ever. But I
think our growth has been propelled by the wonderful product we're providing.

Mindy F. Grossman
President, CEO & Director

Yes. And what we are also seeing of that digital membership growth, we're seeing a skew to younger
audience. So we're already seeing that in the digital growth. And to the question on the 360, we see

2 opportunities. We definitely see an opportunity for new customer acquisition, particularly around a
younger cohort, but we absolutely see the opportunity for a digital member to be able to upgrade to a
more immersive experience that gives them a different level of accountability. And we will be marketing
that and giving the ability for our digital members to have an experience to be able to get them to
upgrade. So 2 different opportunities.

Operator
Our next question comes from Linda Bolton-Weiser with D.A. Davidson.

Linda Ann Bolton-Weiser
D.A. Davidson & Co., Research Division

Kind of a question on the numbers. Last quarter, there was a fairly big gap between digital subscriber
growth of 23% and revenue -- digital revenue growth of 15%. Fairly big gap there. That gap is still there,
but it's more narrow this quarter with 23% digital sub growth and digital revenues up 20%, 21%. Can you
explain why that gap has narrowed? And is the difference because of promotions that you're using? But
can you just kind of explain why those humbers come out the way they are?

Nicholas P. Hotchkin
Chief Operating Officer

Yes. Look, we're focused on using the right pricing and promotions, absolutely. And I was pleased with
our price realization, particularly on the digital side during Q3. So I think it's just really continued strong
performance driven by the strong app and effective marketing.

Linda Ann Bolton-Weiser
D.A. Davidson & Co., Research Division

And then can I just ask, with people staying at home where there's been trends with more cooking at
home, do you think that, that is benefiting your weight loss program versus other programs that involve
sale of food?

Mindy F. Grossman
President, CEO & Director

Well, look, we have one of the #1 engaging aspects that our members are loving in our app, our extensive
food recipe and database. And actually, we implemented within the app, the ability to search across any
kind of dietary food, and it will create the recipes for you. It will create more. And both tracking, fithess
and overall engagement is very, very high.

So we do see that people are looking at us for those cooking tips. We also see it with our Instagram live
cooking classes and things like that. What we're excited about is one of the new customized parts of
myWW Plus takes that even further and actually will personalize your meal planning, your recipes and
based on what you even have at home.

Nicholas P. Hotchkin
Chief Operating Officer

Yes. If I could just -- coming back to a little bit more detail on your initial question. Look, digital retention
is fantastic. It's easily as good as studio retention, so the fact that people join us on digital and they're
staying for more than 10 months. Then the beauty of the flywheel of a subscription business, in Q3, we
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got all the revenue -- a full quarter's of revenue from the people that joined us in Q2. So that's part of the
dynamic also.

Operator
Our next question comes from Edward Yruma with KeyBanc Capital Markets.

Kaseylyn O'Brien
KeyBanc Capital Markets Inc., Research Division

This is Kasey O'Brien on for Ed. Historically, digital has had very high contribution margins, approaching,
I believe, 50%. How will the new Al-powered offering in the more premium virtual coaching program
compare?

Mindy F. Grossman
President, CEO & Director

Well, myWW Plus is the program that is integrated into the core digital program of everything we do. So
that's not really about margin. That's about experience. Our digital margins, obviously, are very, very high
and will continue to be. So actually, Digital 360 being primarily digital is also high margin. And now with
the addition of unlimited workshop with a significant portion of that being virtual, which also has higher
margins, we think the blended opportunity to continue to drive higher margins over the coming months,
years, et cetera, is certainly significant.

Operator
Our next question comes from Michael Lasser with UBS.

Michael Schwartz
UBS Investment Bank, Research Division

This is Michael Schwartz on for Michael Lasser. Question is, when will studio subscribers in North America
stabilize? Do you think it can happen without changes in the underlying virus backdrop?

Mindy F. Grossman
President, CEO & Director

So the way I'd like to kind of express that is we are looking at the entire Digital Plus Unlimited workshop
cohort as one, okay? We, as Nick said, are going to be very, very diligent in what that footprint will look
like, certainly putting safety and security of all our members first. But making sure we not only give them
an option, but that virtual option is for new members, too, who want to come in and have an experience.

The second thing is we will continue to look at other options for where we would have those face-to-face
workshop experiences where we don't have the overhead costs. As Nick mentioned, we'll be taking a hard
look at that going into 2021. So we're looking at it as a more holistic workshop member strategy going
forward.

Nicholas P. Hotchkin
Chief Operating Officer

I think that's right. Look, if you look at our '20 performance, on the heels of a wonderful launch of mywWw,
well, the business was firing on all cylinders, including studio doing really nicely until COVID struck.

So obviously, that's a factor as we look into Q4 and Q1. But I think you see in the Q3 results, kind of

with 80% of our subscribers being fully digital and that product having an 80%-plus gross margin and
growing nicely, that's where the value creation for the company is, in the fast-growing, high-margin digital
subscription business. And of course, we'll look to maximize opportunities for our workshop members, too.

Michael Schwartz
UBS Investment Bank, Research Division

And as a quick follow-up. Under your expectation of a continuation of top line trends into the fourth
quarter, is it realistic to expect gross profit dollars to stabilize?
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Amy K. O'keefe
Chief Financial Officer

Looking into Q4, as I mentioned in my comments, we expect the revenue trends for both digital and
studio to remain about the same. From a margin perspective, we do tend to invest a bit more in product
launches and training in Q4. So I would expect sequential margin from Q3 to Q4 to be down slightly.

Operator
Our next question comes from Olivia Tong with Bank of America.

Olivia Tong
BofA Merrill Lynch, Research Division

What's your -- these new programs sound really interesting. So I just wanted to understand your view
on the margin profile as you build out this middle-tier virtual coaching and then the top tier, the one-
on-one because obviously, there's some incremental expenditure with that as well. So if studio is like 40
and digital 80, is 360, like 60 and one-on-one is above the 807 Or just if you could help us out -- help us
understand the margin profile of the new program.

Nicholas P. Hotchkin
Chief Operating Officer

Yes. Look, I think it's a good question. And obviously, we'll look forward to launching the products in the
winter and seeing the uptake. But yes, look, with a digital subscription margin of over 80%, and actually,
I'd say a studio margin of historically 40%, less today, that's why we're moving hard to aggressively
rightsize the cost side. But clearly, what we're launching virtual workshops and Digital 360 are digital-
first products. And so you can expect those margins to be more akin to a digital subscription margin.
Obviously, it's a rich content community and coach-led experience. So I'd expect the margins of those
businesses to be in the middle, but probably closer to digital than studio because of the characteristics of
the digital products.

Olivia Tong
BofA Merrill Lynch, Research Division

Got it. And then Amy, nice to meet you, first. I want to understand sort of your approach on guidance
going forward. You said that because of the macro conditions and what have you, that there is no
guidance right now. So is it more a function of as long as COVID is here, you're probably not going to
guide for the full year because of the lack of visibility? Or is it something else?

And then you, obviously, despite the lack of guide, did give a lot of color into Q4, which would suggest a

fairly sizable downshift in EPS given that 53rd week of spending. But as you think about the go forward,

just kind of curious if there's anything else that we need to be mindful of, sort of thinking about fiscal '21
as you obviously have a lot of new programs, too.

Amy K. O'keefe
Chief Financial Officer

Understood. As it relates to guidance, in this period of uncertainty, I think it was prudent for the company
to withhold guidance. We continued that practice for Q4. We'll certainly reevaluate it at year end on the
February call. We're headed into the winter marketing season. We're headed into a very active subscriber
period. And so we'll definitely revisit as we get through quarter 4. On your -- I think you had a -- I had a
hard time hearing you. I think you had a week 53 question. Could you repeat that, please?

Olivia Tong
BofA Merrill Lynch, Research Division

Sure. So just trying to understand the -- because you gave a fair number of pieces on Q4, which would
seem to suggest that there's a fairly sizable downshift in EPS for Q4. So first, I just wanted to confirm that
the main piece of that, obviously, is that incremental spending as we sort of look through Q4. You said
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sales kind of plus or minus about similar to -- similar on a year-over-year basis to Q3. Gross margin is
obviously benefiting quite nicely from the mix shift, but the marketing is the offset and then tax rate goes
up pretty dramatically, too. So I just want to make sure that I understood all those pieces because it does
seem to project a fairly big downshift...

Amy K. O'keefe
Chief Financial Officer

So let's walk through that and then Nick can weigh in here as well. So just to clarify, there will be an
incremental $15 million of marketing as it relates to week 53. We just want to make sure everybody gets
that right. But there's also an incremental week of revenue. And so the net -- so the intention was not to
guide down $15 million because of incremental marketing spend, just to be clear. We expect for the net
EPS impact of week 53 to be approximately $0.03. And so that's not a change. It's just a clarification and
a reminder is how I look at that. I mean, Nick, do you have anything else to add?

Nicholas P. Hotchkin
Chief Operating Officer

No, I think that's absolutely right. I mean it implies week 53 driving up to $20 million of revenue. We
just want to make sure folks have week 53 contemplated in their models. Certainly not a downshift in
performance expected...

Amy K. O'keefe
Chief Financial Officer

No, that first week of winter is a very big recruitment week.

Nicholas P. Hotchkin
Chief Operating Officer

Yes. And then actually, look, obviously, you've seen strong trends in our Q3. We've seen those trends
continue through October also, strong continued digital momentum and continued studio recruitment
weakness, as we expected, but exactly as we've guided to in our outlook. But October was a strong start
to Q4.

Amy K. O'keefe
Chief Financial Officer

Right. And obviously, very optimistic about our new launches in the fourth quarter.
Operator
Our final question comes from Alex Fuhrman with Craig-Hallum.

Alex Joseph Fuhrman
Craig-Hallum Capital Group LLC, Research Division

Great. One thing I wanted to ask about is, just looking at your results for the digital plus studio offering,
it looks like it was down more or less uniformly in all of the geographies you report. I'm curious, since you
have such a big presence all over the world, have you seen that appetite to get back into your studios has
been different in any of your different countries? Anything major to call out there?

Mindy F. Grossman
President, CEO & Director

Nothing dramatic. I think, obviously, different markets were able to be open at different time and to
now the point different markets are closing, right? So I think it's been pretty consistent. And I think it's
more about the ability to even go back because someone is not necessarily going to sign up for a studio
experience that they can't physically go to. That's different than our existing members who feel that at
least having the virtual experience for them keeps them continue to be motivated.

Operator
Copyright © 2020 S&P Global Market Intelligence, a division of S&P Global Inc. All Rights reserved.
spglobal.com/marketintelligence 18



This concludes our question-and-answer session. I would like to turn the conference back over to Mindy
Grossman, CEO, for any closing remarks.

Mindy F. Grossman
President, CEO & Director

Great. So first, I want to once again thank our talented and passionate teams around the globe for their
exceptional work during this time. We continue to accelerate our strategy, enabling us to create a truly
differentiated technology-fueled human-centric member experience. We continue to maximize our high-
margin digital business subscription model, be agile and flexible in our cost structure, focus on growing
retention and engagement and developing new paths for growth. We're very excited about our new
launches and plans for the winter season, and we actually really look forward to sharing more over the
next months. So thanks, everyone, for joining us today.

Operator
The conference has now concluded. Thank you for attending today's presentation. You may now
disconnect.
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