
February 2022

To our shareholders:

Thank you for your continued interest in Wayfair.

When we started this business 20 years ago, the opportunity was obvious. Consumer spending

was roughly two-thirds of GDP in the U.S., and it was rapidly beginning to move online. The

home category, however, was fragmented and presented unique challenges that no one was

adequately addressing. Shopping online for the home was generally a bad customer

experience: merchandising was poor, lead times were long, and delivery was unpredictable. We

recognized the opportunity to carve out a niche, and over time, our long-term vision took shape.

Focusing specifically on the home space, we chipped away at the parts that caused customer

frustration and built a solution that stood out to customers as the best way to shop for the

spaces they care most about.

In our first 20 years, we systematically built and expanded a unique platform. We set ourselves

apart by continually delivering a broad selection for the home with an industry-leading customer

experience at every step of the shopping journey. As we often tell our team: it is easy to put up a

website that makes promises customers will love; the hard part is making good on those

promises consistently, tens of millions of times a year.

Just like during the last 20 years, the path ahead is sure to be everything but a straight line.

Even so, leading and building with a long-term view has served us well, and at no time was that

more apparent than over the last two years with the onset of COVID-19. Years of investment

positioned us to navigate this highly volatile pandemic period thoughtfully and opportunistically,

and put us in a position to demonstrate the strength, flexibility, and scalability of the Wayfair

platform. This episode only reinforced our conviction that we are set up for success and in a

position to shape and seize the future.

Today, we are even more excited about the opportunity ahead. We are the largest pure-play

tech-first platform in the home category, and with just 2% share of the overall market, we still

have so much growth ahead of us. We have line of sight today on an ambitious but measured
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plan to reach a double-digit market share and grow to be a $100 billion+ revenue company. In

other words, we see a clear path of building on our strong foundation to drive consistent and

profitable scale while widening our moat.

We'd like to reflect here on the formidable strategic assets that set us apart and are critical for

this next era of growth. For each, we’ll talk about what we have accomplished so far and what

we are focused on for the future.

Our platform

We have built a market-leading platform that is both changing how people shop for their homes

and enabling our supplier partners to reach a massive customer base in North America and in

Europe. By focusing solely on the home category and taking a long-term view, we have invested

in building our assortment to one of the largest in the industry with over 30 million products,

offered by more than 23,000 supplier partners, and available to many millions of customers – 27

million of which made at least one purchase on the Wayfair platform during 2021. Our

customers love shopping on Wayfair because they trust that they will find exactly what they

need to create the place they call “home”.

Early in our journey, we understood that the only way to drive meaningful growth was to build a

superior customer experience, which guided how we invested across the business and how we

set our priorities. The next step was to build a brand in the mind of consumers that promised a

top-tier and reliable experience. As we increased our brand recognition to industry-leading

levels, we also expanded and enhanced the Wayfair catalog across a very wide spectrum of

goods encompassing furniture and decor, housewares, home improvement, and more.

Continuing to build this awareness is one of our most promising opportunities. We want Wayfair

to be seen as the destination for all things home, well beyond furniture and decor classes. We

are now working to ensure that our brand is top of mind for customers when they work on any

project in their homes, whether it’s updating their living room, outfitting their kitchen, or

remodeling their bathroom. As we progress in our awareness campaigns, we are seeing our

customers come back time and time again for new projects on their home to-do lists, with more

than three-quarters of our orders coming from existing Wayfair shoppers. For consumers who
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have purchased from us, the Wayfair brand commands high awareness relative to other large

retailers. At the same time, awareness levels among those who have not yet purchased from us

lag, underscoring the large opportunity still ahead as more consumers get firsthand experience

with our family of brands.

On the other side of the platform, our supplier partners are eager to grow their businesses on

Wayfair and to take advantage of the expanding set of services we offer. Historically, the

services our supplier partners relied on were available via isolated portals for merchandising,

inventory management, and more. Looking forward, we are integrating everything our suppliers

need into what we call Partner Home. Partner Home is increasingly bringing together the

supplier experience on Wayfair into a single unified portal comprising tools, help,

recommendations, and reporting. A high-priority workstream, this initiative will enable our

suppliers to compete and win on the Wayfair platform by taking actions that create value for our

customers.

For instance, using proprietary technology, we are introducing data-powered insights that will

enable suppliers to be more agile and make informed decisions that are critical for their

business success, whether they are deciding on the optimal level of inventory for each product

to inject into CastleGate or the optimal wholesale price for any item to maximize volume and

profit. Every day, we continue to increase the sophistication of these tools to make our suppliers

more efficient and enable them to grow faster.

As Partner Home evolves, we are creating a flywheel that will fuel the next phase of Wayfair’s

growth: Suppliers will have more control to easily manage their businesses on our platform and

will be incentivized to take actions that increase customer happiness, which in turn will reward

them -- and Wayfair -- with better outcomes, including more repeat purchases, increased

volume, and improved unit economics.

Our technology

We understood early on that the only way to build a platform that tackles the unique challenges

of the home category is to build proprietary technology that can scale, with the flexibility to

integrate and power new services as we continue to expand our offerings.
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Almost every aspect of the customer journey, including customer acquisition, product discovery,

pricing, and logistics, is powered by custom-built machine learning and artificial intelligence

models that are trained on our robust and growing first-party data set. The data set that we have

aggregated over two decades gives us an edge over competitors.This advantage will only

expand over time.

A few years ago, we initiated a major technology transformation to put us on a path to scale

even more aggressively. We began to transition virtually all of our data and processing systems

from owned and managed data centers to the cloud, and we started evolving our software stack

from a monolith to a decoupled microservices architecture. This is foundational for the flexible,

efficient, and massive growth we are envisioning in the future. Commensurate with our scale of

ambition, we are adding members to our Technology leadership team who have track records of

scaling the largest technology organizations in the world, from diverse sectors including

e-commerce, online advertising, retail, and financial technologies. More recently, we enhanced

our ability to compete for the best talent with the largest technology companies, by augmenting

our regional headquarters in Boston and Berlin with new technology development centers in the

San Francisco Bay Area, Seattle, Austin, and Toronto. With the aggregate team size across

these locations already exceeding 400 people, we are excited about the rapid progress we are

making.

The impact of technology on our business cannot be overstated. Half of our corporate Opex

staff works in our technology organization. This group of over 3,000 engineers, product

managers, designers and data scientists build technologies that power every facet of our

business. While we use third-party software where it makes sense, we invest into proprietary

solutions in areas where we can gain a sizable competitive advantage, whether through

differentiation in the consumer or supplier experience, use of advanced data science models,

integration with our partners, unlock of meaningful cost reduction, or creation of cutting-edge

services and features.
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Our logistics network

The importance of custom logistics cannot be underestimated when it comes to winning in the

home category. We have always recognized this and launched our integrated logistics services

starting in 2016 with CastleGate, our network of fulfillment centers.  This was followed by the

Wayfair Delivery Network, our middle and last mile large parcel delivery solution. Most recently

we have invested in CastleGate Forwarding, our digital freight forwarder, and Asian

Consolidation. In aggregate, we have created a true end-to-end logistics solution, which is able

to move product from the manufacturing plant to the customer’s doorstep.

These assets, coupled with our geo-location-based demand forecasting, enable us to efficiently

forward-position products as close as possible to the customer. Increasingly, when the customer

browses our storefront, products that are in stock and in close proximity are surfaced with higher

prominence than those that are available in fulfillment centers that are further away. As a result,

the average travel time and distance can be cut by a factor of five to ten times, enabling us to

deliver more products with a one-day or two-day shipping promise.

Suppliers that use our full suite of logistics services gain an advantage. Their products are more

likely to be located near high-demand regions and benefit from reduced travel distance and

touches, faster delivery times, and lower damage rates.  All of these benefits reduce costs and

help our suppliers grow their sales volume with us.  We can then choose how to pass these

savings on to customers, often through new services or lower retail prices. This is the flywheel in

full effect, which increasingly unlocks benefits for both customers and suppliers.

Effectively, we are building towards a next-day delivery network for home goods. This delivery

network is unique in that home goods are generally large, bulky, prone to damage, and costly to

deliver. Our delivery network accomplishes the trifecta of lowering costs, increasing speed, and

improving quality of the consumer experience by increasing reliability while reducing incidents.

Our people

We attract very talented employees and have built one of the best teams in our industry. In

addition to our technologists, we have service and sales professionals who take care of our
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customers every day, merchant and category experts across many classes who partner with our

suppliers, logistics employees who are at the heart of our delivery operations, and a bold

analytical and creative team that drives our commercial offerings. Our continued success

depends on our ability to attract, retain, and develop our talent, while steadily raising the bar at

each level of the organization. The problems we are solving at Wayfair are complex, and we

offer our employees stretch opportunities that lead to innovative solutions, professional growth,

and intellectual fulfillment.

As Wayfair continues to grow, we as a company will face ever higher expectations from our

various stakeholders, and our employees are motivated to make the business better on all

fronts. While solving the industry’s unique problems, we also aspire to make a positive

environmental and social impact in our communities. For instance, we are looking for ways to

run our facilities more efficiently with cleaner energy, reduce packaging waste, and add features

to help customers find items that are made more sustainably.  We are also focused on

advancing key objectives including ensuring equal opportunity for success for everyone –

especially underrepresented groups. We foster a culture of personal and career growth, and we

reinforce our People Principles across the organization. You will find more details in our first

annual DEI report that we published last spring, highlighting why we believe so strongly that

“change starts at home.”

Now that we are learning to live with the pandemic as part of our daily lives, we are focused on

redefining what an industry-leading work environment looks like. That includes embracing more

flexible work arrangements and rising to the challenge of supporting our employees’ mental

wellbeing. It also requires that we ensure employees build the deep relationships amongst

colleagues that have always marked a unique aspect of the Wayfair culture, and which have

underpinned our success thus far. The pandemic changed the relationship between employers

and employees in a structural way, and our priority is to remain an employer of choice for top

talent across every region.

The opportunity ahead

Over the past 20 years, we have made bold strategic investments that position us to benefit

from secular trends.  Consumer interest in the home category is increasing, and there is a

6

https://www.aboutwayfair.com/dei-report


steady transition from offline shopping to online shopping in all the regions we operate. The

assets we have built and are building unlock a unique opportunity for us to continue to gain

market share online while also capturing some of the market share that remains offline.

Today, approximately 20% of the market is online, and we believe that the online share of the

home category will over time approach the much higher penetration that is routinely seen in the

categories where adoption started earlier. We will be a major beneficiary of the shift to online but

know that there will continue to be a significant portion of our category that is sold in physical

stores. We are excited to leverage the substantial assets we have, as we begin to build brick

and mortar experiences for our customers.

We are particularly excited about our opportunity in physical stores because we have already

built many of the difficult and expensive pieces necessary to make this a success.  We have a

robust supplier network to power great selection; we have a nearly peerless delivery

infrastructure that provides speed and convenience; we have the technology prowess to

seamlessly connect online and offline; and, we have strong brand awareness with a massive

customer base. We recently announced that our first stores for AllModern and Joss & Main will

open in 2022 and we expect a larger format Wayfair store concept to come in 2023. We will

continue to thoughtfully expand our physical presence across our various brands over the next

few years, reaching millions of new customers while also servicing our existing customers in

new ways.

Now that we have a solid foundation in the UK and Germany, we can execute our playbook to

further penetrate the European market. We will begin with adjacent countries this year by

leveraging our well-developed regional supplier network across more than 30 European nations.

In doing so, we are partnering with global suppliers who want to replicate their U.S. success

with us in new markets, as well as local and regional suppliers in Europe with whom we already

have strong relationships. In Europe, we also have a proven playbook when it comes to scaling

our nascent but promising B2B business, which already shows early traction in tapping this

sizable market.
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Wrapping up

Looking back 20 years, we are proud to have gone from just the two of us to more than 16,000

people around the world, all working on behalf of our customers and supplier partners. We have

always kept our long-term lens on and invested for the decades ahead, not being distracted by

short-term noise but remaining disciplined in executing our strategic initiatives.

At this point, all secular trends remain in our favor, and our proven ability to execute our vision is

the bridge from where we are today to where we are headed. As we continue our journey, we

are excited by and remain laser-focused on the massive opportunity ahead. Most importantly,

our formidable team is too! We all understand that the long-term game is about driving

sustainable competitive advantage, which translates into continued profitable growth at scale.

We thank our employees for executing every day and making this journey possible. And to you,

our shareholders, thank you for your commitment and support.

Niraj Shah

Co-Founder, Co-Chairman & CEO

Steve Conine

Co-Founder & Co-Chairman
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Caution concerning forward-looking statements: This letter contains forward-looking statements

within the meaning of federal and state securities laws. All statements other than statements of

historical fact contained in this letter, including statements regarding our investment plans and

anticipated returns on those investments, the strength of our customer offering, our future

customer growth, our future results of operations and financial position, our business strategy,

and our plans and objectives of management for future operations are forward-looking

statements. You are cautioned not to rely on these forward-looking statements, which are based

on current expectations of future events. For important information about the risks and

uncertainties that could cause actual results to vary materially from the assumptions,

expectations, and projections expressed in any forward-looking statements, please review the

“Forward-Looking Statements” section of the Wayfair earnings release issued on February 24,

2022 as well as the most recently filed Wayfair Reports on Forms 10-K and 10-Q. Wayfair does

not undertake to update any forward-looking statement as a result of new information or future

events or developments.
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