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PART 1

FINANCIAL INFORMATION

Item 1. Unaudited Consolidated and Condensed Financial Statements

Assets:
Current assets
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Total current assets
Operating lease right-of-use assets
Property and equipment, net
Other non-current assets
Total assets
Liabilities and Stockholders' Deficit:
Current liabilities
Accounts payable
Other current liabilities
Total current liabilities
Long-term debt
Operating lease liabilities, net of current
Other non-current liabilities
Total liabilities
Commitments and contingencies (Note 5)
Stockholders’ deficit:

WAYFAIR INC.
CONSOLIDATED AND CONDENSED BALANCE SHEETS
(Unaudited)

Convertible preferred stock, $0.001 par value per share: 10,000,000 shares authorized and none issued at June 30,

2022 and December 31, 2021

Class A common stock, par value $0.001 per share: 500,000,000 shares authorized, 79,850,878 and 79,150,937
shares issued and outstanding at June 30, 2022 and December 31, 2021

Class B common stock, par value $0.001 per share: 164,000,000 shares authorized, 25,691,397 and 25,691,761
shares issued and outstanding at June 30, 2022 and December 31, 2021

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive loss
Total stockholders’ deficit
Total liabilities and stockholders’ deficit

See notes to unaudited consolidated and condensed financial statements.

June 30, December 31,
2022 2021

(in millions, except share and per share data)

$ 1,094 $ 1,706
644 693

308 226

98 69

316 318

2,460 3,012

876 849

730 674

32 35

$ 4,098 $ 4,570
$ 1234 $ 1,166
984 1,051

2,218 2,217

3,054 3,052

939 892

32 28

6,243 6,189

513 337

(2,646) (1,949)

(12) @)

(2,145) (1,619)

$ 4,098 $ 4,570
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WAYFAIR INC.
CONSOLIDATED AND CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021
(in millions, except per share data)
Net revenue $ 3284 §$ 3857 $ 6,277 $ 7,335
Cost of goods sold 2,388 2,729 4,578 5,204
Gross profit 896 1,128 1,699 2,131
Operating expenses:
Customer service and merchant fees 162 145 313 292
Advertising 378 352 714 718
Selling, operations, technology, general and administrative 688 485 1,314 937
Impairment and other charges 40 — 40 12
Total operating expenses 1,268 982 2,381 1,959
(Loss) income from operations (372) 146 (682) 172
Interest expense, net (6) 9) (14) (16)
Other income (expense), net 1 2) 1 5)
(Loss) income before income taxes (377 135 (695) 151
Provision for income taxes, net 1 4 2 2
Net (loss) income $ (378) $ 131 § (697) § 149
(Loss) earnings per share:
Basic $ 359 $ 1.26 § (6.62) $ 1.44
Diluted $ 3.59) $ 1.14 § (6.62) $ 1.33
Weighted-average number of shares of common stock outstanding used in
computing per share amounts:
Basic 105 104 105 103
Diluted 105 122 105 119

See notes to unaudited consolidated and condensed financial statements.
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WAYFAIR INC.
CONSOLIDATED AND CONDENSED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(Unaudited)
Three months ended June 30, Six months ended June 30,
2022 2021 2022
(in millions)

Net (loss) income $ (378) $ 131 $ 697) $ 149
Other comprehensive loss:

Foreign currency translation adjustments 2) 3) 3) —

Net unrealized loss on available-for-sale investments — — 2) —
Comprehensive (loss) income $ (380) $ 128 § (702) $ 149

See notes to unaudited consolidated and condensed financial statements
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WAYFAIR INC.
CONSOLIDATED AND CONDENSED STATEMENTS OF STOCKHOLDERS' DEFICIT
(Unaudited)
Three Months Ended
Class A and Class B Common
Stock
Accumulated
Additional Other Total
Paid-In Accumulated Comprehensive Stockholders'
Shares Amount Capital Deficit Loss Deficit
(in millions)

Balance at March 31, 2021 104 $ — $ 332§ (1,800) $ 2 $ (1,470)
Net income — — — 131 — 131
Other comprehensive loss — — — — 3) 3)
Equity-based compensation expense — — 86 — — 86
Repurchase of common stock (1) — (300) — — (300)
Shares issued upon conversion of convertible notes (Note 4) 1 — 14 — — 14

Balance at June 30, 2021 104§ — 3 132§ (1,669) $ (5) $ (1,542)

Balance at March 31, 2022 105 $ — 3 374 $ (2,268) $ (10) $ (1,904)
Net loss — — — (378) — (378)
Other comprehensive loss — — — — 2) 2)
Issuance of common stock upon vesting of RSUs 1 — — — — —
Equity-based compensation expense — — 139 — — 139

Balance at June 30, 2022 106§ — 3 513§ (2,646) 8 (12) 8 (2,145)

See notes to unaudited consolidated and condensed financial statements.



Table of Contents

Balance at December 31, 2020
Net income
Issuance of common stock upon vesting of RSUs
Equity-based compensation expense
Repurchase of common stock
Shares issued upon conversion of convertible notes (Note 4)
Cumulative effect of adopting new credit allowance standard
Balance at June 30, 2021

Balance at December 31, 2021
Net loss
Other comprehensive loss
Issuance of common stock upon vesting of RSUs
Equity-based compensation expense
Repurchase of common stock

Balance at June 30, 2022

Six Months Ended
Class A and Class B Common
Stock
Accumulated
Additional Total
Paid-In Accumulated Comprehensive Stockholders'
Shares Amount Capital Deficit Deficit
(in millions)
100 $ — 699 $ (1,886) 5) (1,192)
— — — 149 — 149
1 — — — — —
— — 167 — — 167
(1) — (300) — — (300)
4 — 265 — — 265
— — (699) 68 — (631)
104 $ = 132§ (1,669) 5) (1,542)
105 $ = 337§ (1,949) @) (1,619)
— — — (697) — (697)
— — — — () (©))
2 — — — — —
— — 251 — — 251
(@) — (75) — (75)
106 $ = 513§ (2,646) (12) (2,145)

See notes to unaudited consolidated and condensed financial statements.
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WAYFAIR INC.
CONSOLIDATED AND CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
Six months ended June 30,
2022 2021
(in millions)
Cash flows from operating activities:
Net (loss) income $ ©97) $ 149
Adjustments used to reconcile net (loss) income to net cash (used in) provided by operating activities:
Depreciation and amortization 176 158
Equity-based compensation 233 154
Amortization of discount and issuance costs on convertible notes 4 4
Impairment and other charges 40 12
Other non-cash adjustments 32 —
Changes in operating assets and liabilities:
Accounts receivable, net (86) (20)
Inventories (29) @)
Prepaid expenses and other current assets 4 (52)
Other assets — 4
Accounts payable and other current liabilities (18) 57
Other liabilities — 1
Net cash (used in) provided by operating activities (341) 452
Cash flows from investing activities:
Purchase of short- and long-term investments (402) (613)
Sale and maturities of short- and long-term investments 447 550
Purchase of property and equipment 93) (49)
Site and software development costs (141) (84)
Net cash used in investing activities (189) (196)
Cash flows from financing activities:
Repurchase of common stock (75) (300)
Net cash used in financing activities (75) (300)
Effect of exchange rate changes on cash and cash equivalents ) @)
Net decrease in cash and cash equivalents (612) (€8]
Cash and cash equivalents:
Beginning of period $ 1,706 2,129
End of period $ 1,094 § 2,078
Supplemental cash flow information:
Cash paid for interest on long-term debt $ 13 8 14
Non-cash impact to equity upon conversion of convertible notes, net of taxes $ — 265
Purchase of property and equipment included in accounts payable and other liabilities $ 36 $ 27

See notes to unaudited consolidated and condensed financial statements.
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Wayfair Inc.
Notes to Consolidated and Condensed Financial Statements
(Unaudited)

1. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited consolidated and condensed financial statements contained in this Quarterly Report on Form 10-Q are those of Wayfair Inc. and
its wholly-owned subsidiaries. Unless the context indicates otherwise, references to “we,” “us” and “our” refer to Wayfair Inc. and its subsidiaries. In our opinion,
the accompanying unaudited consolidated and condensed financial statements have been prepared in accordance with generally accepted accounting principles in the
United States ("GAAP") and applicable rules and regulations of the U.S. Securities and Exchange Commission ("SEC") regarding interim financial reporting and
reflect all adjustments, consisting of normal recurring adjustments, necessary to present fairly the results of the interim periods presented. Certain information and
note disclosures normally included in the audited financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and
regulations. The information included in this Quarterly Report on Form 10-Q should be read in conjunction with the audited consolidated financial statements and
accompanying notes included in our Annual Report on Form 10-K for the year ended December 31, 2021. Furthermore, interim results are not necessarily indicative
of the results for the full year ended December 31, 2022 or future periods.

The Company has identified the significant accounting policies that are critical to understanding its business and results of operations. Wayfair believes that
there have been no significant changes during the three and six months ended June 30, 2022 to the items disclosed in Note 1, Summary of Significant Accounting
Policies, included in Part II, Item 8, Financial Statements and Supplementary Data, of our Annual Report on Form 10-K for the year ended December 31, 2021.

In the fourth quarter of 2021, Wayfair changed its presentation from thousands to millions. As a result of the change in presentation, prior period amounts in the
unaudited consolidated and condensed financial statements and notes thereto have been reclassified to conform to current period presentation and certain current and
prior period amounts may not recalculate due to rounding.

2. Supplemental Financial Statement Disclosures
Accounts Receivable, Net

As of June 30, 2022, we reported accounts receivable of $308 million, net of allowance for credit losses of $11 million. As of December 31, 2021, we reported
accounts receivable of $226 million, net of allowance for credit losses of $12 million. The changes in the allowance for credit losses were not material for the three
and six months ended June 30, 2022. Management believes credit risk is mitigated since approximately 98% of the net revenue recognized for the three and six
months ended June 30, 2022 was collected in advance of recognition.

Contract Liabilities

Contract liabilities included in other current liabilities was $287 million at June 30, 2022 and $306 million at December 31, 2021. During the six months ended
June 30, 2022, Wayfair recognized $207 million of net revenue that was included in other current liabilities as of December 31, 2021.

Net revenue from contracts with customers is disaggregated by geographic region because this manner of disaggregation best depicts how the nature, amount,
timing, and uncertainty of net revenue and cash flows are affected by economic factors. Refer to Note 10, Segment and Geographic Information, for additional
detail.
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Impairment and Other Charges

During the second quarter of 2022, Wayfair identified an indicator of impairment for one of our U.S. office locations, which was primarily due to current
sublease market conditions. We performed an analysis and determined that the carrying amount of the asset group exceeded its fair value, which was calculated
based on estimated future sublease income. As a result, we recorded a charge of $40 million during the second quarter of 2022, which included $32 million of non-
cash impairment of the right-of-use (“ROU”) asset, $7 million for the non-cash impairment of fixed assets and the remainder for other items.

In the first quarter of 2021, Wayfair enacted a plan to consolidate certain customer service centers in identified U.S. locations to transition toward virtual
service models. Factors that influenced our decision were our ability to utilize a greater use of remote and home office applications and our ability to provide
superior customer care. As a result, we recorded a charge of $12 million during the second quarter of 2021, which included $6 million for the non-cash impairment
of ROU assets, $5 million for the non-cash accelerated depreciation of fixed assets and the remainder for other items. The impairment of ROU assets represents the
excess of estimated future remaining call center lease commitments over expected future sublease income in certain affected facilities.

3. Cash and Cash Equivalents, Investments and Fair Value Measurements
Investments

As of June 30, 2022 and December 31, 2021, all of Wayfair’s marketable securities, which primarily consisted of corporate bonds and other government
obligations that are priced at fair value, were classified as available-for-sale investments. Wayfair did not have any realized gains nor losses during the three and six
months ended June 30, 2022 or 2021.

During the three and six months ended June 30, 2022 and 2021, Wayfair did not recognize any credit losses related to its available-for-sale debt securities.
Further, as of June 30, 2022 and December 31, 2021, Wayfair did not record an allowance for credit losses related to its available-for-sale debt securities.

The following tables present details of Wayfair’s investment securities as of June 30, 2022 and December 31, 2021:

June 30, 2022
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in millions)

Short-term:
Investment securities $ 646 $ — 3 2) $ 644
December 31, 2021
Gross
Amortized Gross Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(in millions)
Short-term:
Investment securities $ 693 $ — 3 — 3 693

Fair Value Measurements

Wayfair's financial assets and liabilities are measured at fair value, which is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date (exit price). The three levels of inputs used to measure fair value are as
follows:

= Level 1—Unadjusted quoted prices in active markets for identical assets or liabilities

= Level 2—Unadjusted quoted prices in active markets for similar assets or liabilities, unadjusted quoted prices for identical or similar assets or liabilities in
markets that are not active, or inputs other than quoted prices that are observable or can be corroborated by observable market data for substantially the full-
term of the asset or liability

= Level 3—Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the asset or liability

This hierarchy requires Wayfair to use observable market data, when available, and to minimize the use of unobservable inputs when determining fair value.
We classify our cash equivalents within Level 1 because we value these investments using
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quoted market prices. The fair value of our Level 1 financial assets is based on quoted market prices of the identical underlying security. We classify short-term
investments within Level 2 because unadjusted quoted prices for identical or similar assets in markets are not active. None of our cash and cash equivalents or

investments are classified as Level 3.

The following tables set forth the fair value of Wayfair’s financial assets measured at fair value on a recurring basis as of June 30, 2022 and December 31,

2021:
June 30, 2022
Level 1 Level 2 Level 3 Total
(in millions)
Cash and cash equivalents:

Cash $ 437 § — — $ 437

Cash equivalents 657 — — 657
Total cash and cash equivalents 1,094 — — 1,094
Short-term investments:

Investment securities — 644 — 644
Total $ 1,094 $ 644 $ — $ 1,738

December 31, 2021
Level 1 Level 2 Level 3 Total
(in millions)
Cash and cash equivalents:

Cash $ 906 $ — $ — 906

Cash equivalents 800 — — 800
Total cash and cash equivalents 1,706 — — 1,706
Short-term investments:

Investment securities — 693 — 693
Total $ 1,706 § 693 $ — 3 2,399
4. Debt and Other Financing

The following table presents the outstanding principal amount and carrying value of debt and other financing as of the dates presented:
June 30, 2022 December 31, 2021
Unamortized Debt Net Carrying Unamortized Debt Net Carrying
Debt Instrument Principal Amount Discount Amount Principal Amount Discount Amount
(in millions)
$
Revolving Credit Facility —3$ — —
2022 Notes $ 3 8 — 8 3 3 3 8 — 3
2024 Notes 575 %) 570 575 (6) 569
2025 Notes 1,518 (11) 1,507 1,518 13) 1,505
2026 Notes 949 ) 940 949 ) 940
2025 Accreting Notes 37 — 37 36 (€)) 35
Total Debt $ 3,057 3,052
Short-term debt (1) $ 3 _
Long-term debt $ 3,054 3,052

(1) Short-term debt consists of the 2022 Notes and is presented within other current liabilities in the consolidated balance sheets.

Revolving Credit Facility
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Wayfair has a five-year senior secured revolving credit facility (the “Revolver”), which matures on March 24, 2026, and provides for non-amortizing
revolving loans in an aggregate amount of $600 million. Under the Revolver, the Borrower may, from time to time, request letters of credit, which reduce the
availability of credit under the Revolver. Wayfair had approximately $65 million in outstanding letters of credit as of June 30, 2022, primarily as security for lease
agreements. As of June 30, 2022, there were no revolving loans outstanding under the Revolver.

Convertible Non-Accreting Notes

The following table summarizes certain terms related to our outstanding non-accreting convertible notes (collectively, the “Non-Accreting Notes” and together
with the 2025 Accreting Notes, the “Notes”):

Convertible Non-Accreting Annual Effective Interest ~ Payment Dates for Semi-Annual Interest Payments
Notes Maturity Date Annual Coupon Rate Rate in Arrears

2022 Notes September 1, 2022 0.375% 0.9% March 1 and September 1

2024 Notes November 1, 2024 1.125% 1.5% May 1 and November 1

2025 Notes October 1, 2025 0.625% 0.9% April 1 and October 1

2026 Notes August 15, 2026 1.000% 1.2% February 15 and August 15

Convertible Accreting Notes

No cash interest is payable on the 2025 Accreting Notes. Instead, the 2025 Accreting Notes accrue interest at a rate of 2.50% per annum, which accretes to the
principal amount on April 1 and October 1 of each year. The 2025 Accreting Notes will mature on April 1, 2025, unless earlier purchased, redeemed or converted.
The annual effective interest rate of the 2025 Accreting Notes is 2.7%.

Conversion and Redemption Terms of the Notes

Wayfair's Notes will mature at their maturity date unless earlier purchased, redeemed or converted. The Notes’ initial conversion terms are summarized below:

Initial Conversion Rate per

Convertible Notes Maturity Date Free Convertibility Date $1,000 Principal Initial Conversion Price Redemption Date
2022 Notes September 1, 2022 June 1, 2022 9.6100 $104.06 September 8, 2020
2024 Notes November 1, 2024 August 1, 2024 8.5910 $116.40 May 8, 2022
2025 Notes October 1, 2025 July 1, 2025 2.3972 $417.15 October 4, 2022
2026 Notes August 15, 2026 May 15, 2026 6.7349 $148.48 August 20, 2023
2025 Accreting Notes April 1, 2025 - 13.7931 $72.50 May 9, 2023

The conversion rate is subject to adjustment upon the occurrence of certain specified events, including certain distributions and dividends to all or substantially
all of the holders of Wayfair’s Class A common stock, but will not be adjusted for accrued and unpaid interest.

Wayfair will settle any conversions of the 2024 Notes, 2025 Notes and 2026 Notes in cash, shares of Wayfair’s Class A common stock or a combination
thereof, with the form of consideration determined at Wayfair’s election. The holders of the Non-Accreting Notes may convert all or a portion of the notes prior to
certain conversion dates (the “Free Convertibility Date””) under the following circumstances (in each case, as applicable to each series of Non-Accreting Notes):

*  during any calendar quarter (and only during such calendar quarter), if the last reported sale price of Wayfair’s Class A common stock for at least 20 trading
days (whether or not consecutive) during a period of 30 consecutive trading days ending on, and including, the last trading day of the immediately
preceding calendar quarter is greater than or equal to 130% of the conversion price on each applicable trading day;

*  during the five business day period after any ten consecutive trading day period (the “measurement period") in which the trading price (as defined in the
applicable indenture) per $1,000 principal amount of the notes for each trading day of the measurement period was less than 98% of the product of the last
reported sale price of Wayfair’s Class A common stock and the conversion rate on each such trading day;

»  if Wayfair calls the notes for redemption, at any time prior to 5:00 p.m. (New York City time) (“the close of business”) on the second scheduled trading day
immediately preceding the redemption date; and
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» upon the occurrence of specified corporate events (as set forth in the applicable indenture).

On or after the applicable Free Convertibility Date until the close of business on the second scheduled trading day immediately preceding the applicable
maturity date, holders of the Non-Accreting Notes may convert their Non-Accreting Notes at any time.

Because the conditional conversion features of the 2024 Notes, 2025 Notes and 2026 Notes were not triggered during the calendar quarter ended June 30, 2022,
the 2024 Notes, 2025 Notes and 2026 Notes are not convertible during the calendar quarter ended September 30, 2022. As of June 1, 2022, the 2022 Notes are freely
convertible and the holders of the 2022 Notes may convert all or a portion of their 2022 Notes at any time prior to the close of business on the second scheduled
trading day immediately preceding the maturity date. Wayfair will settle any conversion of 2022 Notes with a number of shares of Wayfair’s Class A common stock
per $1,000 principal amount of 2022 Notes converted equal to the conversion rate applicable to the 2022 Notes.

The holders of the 2025 Accreting Notes may convert all or a portion of their 2025 Accreting Notes at any time prior to the close of business on the second
business day immediately preceding the maturity date. Wayfair will settle any conversion of 2025 Accreting Notes with a number of shares of Wayfair’s Class A
common stock per $1,000 original principal amount of 2025 Accreting Notes equal to the accreted principal amount of such original principal amount of 2025
Accreting Notes divided by the conversion price.

Upon the occurrence of a fundamental change (as defined in the applicable indenture), holders of the Notes may require Wayfair to repurchase all or a portion
of the Notes for cash at a price equal to 100% of the principal amount (or accreted principal amount) of the Notes to be repurchased plus any accrued but unpaid
interest to, but excluding, the fundamental change repurchase date (such interest to be included in the accreted principal amount for the 2025 Accreting Notes).
Holders of the Non-Accreting Notes who convert their respective notes in connection with a make-whole fundamental change or a notice of redemption (each as
defined in the indenture) may be entitled to a premium in the form of an increase in the conversion rate of the respective notes. Holders of the 2025 Accreting Notes
who convert in connection with a make-whole fundamental change (as defined in the applicable indenture) may be entitled to a premium in the form of an increase
in the conversion rate.

Wayfair may not redeem the Notes prior to certain dates (the “Redemption Date”). On or after the applicable Redemption Date, Wayfair may redeem for cash
all or part of the applicable series of Notes if the last reported sale price of Wayfair’s Class A common stock equals or exceeds 130% (Non-Accreting Notes) or
276% (2025 Accreting Notes) of the conversion price then in effect for at least 20 trading days (whether or not consecutive), including at least one of the five trading
days immediately preceding the date on which Wayfair provides notice of redemption, during any 30 consecutive trading days ending on, and including the trading
day immediately preceding the date on which Wayfair provides notice of the redemption. The redemption price will be either 100% of the principal amount (or
accreted principal amount) of the notes to be redeemed, plus accrued and unpaid interest, if any, or the if-converted value holder elects to convert their Notes upon
receiving notice of redemption.

Conversions of Notes
There were no conversions of the Notes in the three and six months ended June 30, 2022.

In the three months ended June 30, 2021, holders of the 2022 Notes and 2026 Notes converted $15 million of aggregate principal and received 139,196 shares
of Wayfair’s Class A common stock. During the six months ended June 30, 2021, holders of the 2022 Notes and 2026 Notes converted $15 million of aggregate
principal and received 143,440 shares of Wayfair’s Class A common stock. During the six months ended June 30, 2021, GHEP VII Aggregator, L.P. converted
$253 million of accreted principal of the 2025 Accreting Notes and received 3,490,175 shares of Wayfair's Class A common stock. In aggregate, these conversions
increased additional paid-in capital by $14 million and $265 million for the three and six months ended June 30, 2021, respectively.

12
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Interest Expense

Wayfair recognized contractual interest expense and debt discount amortization of $7 million and $2 million, respectively, for the three months ended June
30, 2022 and $13 million and $4 million, respectively, for the six months ended June 30, 2022. We recognized contractual interest expense and debt discount
amortization of $7 million and $2 million, respectively, for the three months ended June 30, 2021 and $12 million and $4 million, respectively, for the six months
ended June 30, 2021.

Fair Value of Notes

The estimated fair value of the 2022 Notes, 2024 Notes, 2025 Notes, 2026 Notes and 2025 Accreting Notes was $2 million, $465 million, $1.0 billion,
$603 million and $22 million respectively, as of June 30, 2022. The estimated fair value of the Non-Accreting Notes was determined through consideration of quoted
market prices. The estimated fair value of the 2025 Accreting Notes was determined through an option pricing model using Level 3 inputs. The fair values of the
Non-Accreting Notes and the 2025 Accreting Notes are classified as Level 2 and Level 3, respectively, as defined in Note 3, Cash and Cash Equivalents, Investments
and Fair Value Measurements. The if-converted value of the 2022 Notes, 2024 Notes, 2025 Notes, 2026 Notes and 2025 Accreting Notes did not exceed the
principal value as of June 30, 2022.

Capped Calls

The 2022 Capped Calls, 2024 Capped Calls, 2025 Capped Calls and 2026 Capped Calls (collectively, the "Capped Calls") are expected generally to reduce the
potential dilution and/or offset the cash payments Wayfair is required to make in excess of the principal amount of the Non-Accreting Notes upon conversion of the
Non-Accreting Notes if the market price per share of Wayfair’s Class A common stock is greater than the strike price of the applicable Capped Call (which
correspond to the initial conversion price of the applicable Non-Accreting Notes and is subject to certain adjustments under the terms of the applicable Capped Call),
with such reduction and/or offset subject to a cap based on the cap price of the applicable Capped Calls (the "Initial Cap Price"). The Capped Calls can, at Wayfair’s
option, remain outstanding until their maturity date, even if all or a portion of the Non-Accreting Notes are converted, repurchased or redeemed prior to such date.

Each of the Capped Calls has an initial cap price per share of Wayfair’s Class A common stock, which represented a premium over the last reported sale price
(or, with respect to the 2025 Capped Calls, the volume-weighted average price) of Wayfair’s Class A common stock on the date the corresponding Non-Accreting
Notes were priced (the "Cap Price Premium"), and is subject to certain adjustments under the terms of the corresponding agreements. Collectively, the Capped Calls
cover, initially, the number of shares of Wayfair’s Class A common stock underlying the Non-Accreting Notes, subject to anti-dilution adjustments substantially
similar to those applicable to the Non-Accreting Notes.

The initial terms for the Capped Calls are presented below:

Capped Calls Maturity Date Initial Cap Price Cap Price Premium
2022 Capped Calls September 1, 2022 $154.16 100%
2024 Capped Calls November 1, 2024 $219.63 150%
2025 Capped Calls October 1, 2025 $787.08 150%
2026 Capped Calls August 15, 2026 $280.15 150%

The Capped Calls are separate transactions from the Non-Accreting Notes, are not subject to the terms of the Non-Accreting Notes and will not affect any
holder’s rights under the Non-Accreting Notes. Similarly, holders of the Non-Accreting Notes do not have any rights with respect to the Capped Calls. The Capped
Calls do not meet the criteria for separate accounting as a derivative as they are indexed to Wayfair's stock. The premiums paid for the Capped Calls were included as
a net reduction to additional paid-in capital within stockholders’ deficit when they were entered.

5. Commitments and Contingencies
Legal Matters

From time to time, Wayfair is involved in claims that arise during the ordinary course of business. Although the results of litigation and claims cannot be
predicted with certainty, Wayfair does not currently believe that the outcome of any ongoing legal matters will have a material adverse effect on Wayfair's results of
operation or financial condition. Regardless of the outcome, litigation can be costly and time consuming, as it can divert management's attention from important
business matters and initiatives, negatively impacting Wayfair's overall operations. In addition, Wayfair may also find itself at greater risk to outside party claims as
it increases its operations in jurisdictions where the laws with respect to the potential liability of online retailers are uncertain, unfavorable, or unclear.
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6. Stockholders’ Deficit
Preferred Stock

Wayfair authorized 10,000,000 shares of undesignated preferred stock, $0.001 par value per share, for future issuance. As of June 30, 2022, Wayfair had no
shares of undesignated preferred stock issued or outstanding.

Common Stock

Wayfair authorized 500,000,000 shares of Class A common stock, $0.001 par value per share, and 164,000,000 shares of Class B common stock, $0.001 par
value per share, of which 79,850,878 and 79,150,937 shares of Class A common stock and 25,691,397 and 25,691,761 shares of Class B common stock were
outstanding as of June 30, 2022 and December 31, 2021. The rights of the holders of Class A common stock and Class B common stock are identical, except for
voting and conversion rights. Each share of Class A common stock is entitled to one vote per share and each share of Class B common stock is entitled to ten votes
per share. Each share of Class B common stock may be converted into one share of Class A common stock at the option of its holder and will be automatically
converted into one share of Class A common stock upon transfer thereof, subject to certain exceptions. In addition, upon the date on which the outstanding shares of
Class B common stock represent less than 10% of the aggregate number of shares of the then outstanding Class A common stock and Class B common stock, or in
the event of the affirmative vote or written consent of holders of at least 66 2/3% of the outstanding shares of Class B common stock, all outstanding shares of
Class B common stock shall convert automatically into Class A common stock. Subject to preferences that may apply to any shares of preferred stock outstanding at
the time, the holders of common stock are entitled to receive dividends out of funds legally available if the board of directors (the “Board”), in its discretion,
determines to issue dividends and then only at the times and in the amounts that the Board may determine. Since Wayfair's initial public offering through June 30,
2022, 56,347,017 shares of Class B common stock were converted to Class A common stock.

Stock Repurchase Program

On August 21, 2020, the Board authorized the repurchase of up to $700 million of Wayfair’s Class A common stock in the open market, through privately
negotiated transactions, or otherwise, including pursuant to a Rule 10b5-1 plan (the “2020 Repurchase Program™). On August 10, 2021, the Board authorized a new
$1.0 billion share repurchase program on the same terms (the “2021 Repurchase Program,” together with the 2020 Repurchase Program, the “Repurchase
Programs”). There is no stated expiration for the Repurchase Programs. Wayfair will begin repurchasing shares under the 2021 Repurchase Program upon the
completion of the 2020 Repurchase Program.

During the three months ended June 30, 2022, Wayfair did not repurchase any shares of Class A common stock. During the six months ended June 30, 2022,
Wayfair repurchased $75 million under the Repurchase Programs at an average price of $136.80 per share of Class A common stock.

During the three and six months ended June 30, 2021, Wayfair repurchased $300 million through the Repurchase Programs at an average price of $305.50 per
share of Class A common stock.

7. Equity-Based Compensation

The Board adopted the 2014 Incentive Award Plan ("2014 Plan") to grant cash and equity incentive awards to eligible participants in order to attract, motivate
and retain talent. The 2014 Plan is administered by the Board for awards to non-employee directors and by the compensation committee of the Board for other
participants and provides for the issuance of stock options, SARs, restricted common stock, restricted stock units ("RSUs"), performance shares, stock payments,
cash payments, dividend awards and other incentives. Prior to the adoption of the 2014 Plan, Wayfair LLC issued certain equity awards pursuant to the Wayfair LLC
Amended and Restated Common Unit Plan (the "2010 Plan"), which was administered by the Board of Wayfair LLC. Awards issued under the 2010 Plan that remain
outstanding currently represent Class A or Class B common stock of Wayfair Inc.

The 2014 Plan initially made 8,603,066 shares of Class A common stock available for future award grants. The 2014 Plan also contains an evergreen provision
whereby the shares available for future grants are increased on the first day of each calendar year from January 1, 2016 through and including January 1, 2024. As of
January 1, 2022, 6,443,150 shares of Class A common stock were available for future grant under the 2014 Plan. Shares or RSUs forfeited, withheld for minimum
statutory tax obligations, and unexercised stock option lapses from the 2010 and 2014 Plans are available for future grant under the 2014 Plan.
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The following table presents activity relating to RSUs for the six months ended June 30, 2022:

Weighted-

Average Grant

Shares Date Fair Value
Unvested at December 31, 2021 5,229,708 $ 208.62
RSUs granted 5,698,486 $ 98.86
RSUs vested (1,247,551) $ 170.97
RSUs forfeited/canceled (800,354) $ 180.26
Unvested at June 30, 2022 8,880,289 $ 145.92

The intrinsic value of RSUs vested was $166 million and $195 million for the six months ended June 30, 2022 and 2021, respectively. The aggregate intrinsic
value of RSUs unvested is $387 million as of June 30, 2022. Unrecognized equity-based compensation expense related to RSUs expected to vest over time is
$1.2 billion with a weighted-average remaining vesting term of 1.4 years as of June 30, 2022.

8. Income Taxes

The provision for income taxes, net recorded in the three and six months ended June 30, 2022 is primarily related to income earned in the U.S. and certain
foreign jurisdictions and U.S. state income taxes, as well as related changes in our valuation allowance on deferred tax assets. Wayfair had no material unrecognized
tax benefits as of June 30, 2022 and December 31, 2021.
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9. (Loss) Earnings per Share

The following table presents the calculation of basic and diluted (loss) earnings per share:
Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021
(in millions, except per share data)

Numerator:
Numerator for basic EPS - Net (loss) income 3 (378) $ 131§ ©97) $ 149
Effect of dilutive securities:
Interest expense associated with convertible debt instruments — 9 — 9
Numerator for diluted EPS - net (loss) income available to common stockholders after the effect of
dilutive securities $ (378) $ 140 $ 697) $ 158
Denominator:
Denominator for basic EPS - weighted-average number of shares of common stock outstanding 105 104 105 103
Effect of dilutive securities:
Restricted stock units — 3 — 4
Convertible debt instruments — 15 — 12
Dilutive potential common shares — 18 — 16
Denominator for diluted EPS - adjusted weighted-average number of shares of common stock
outstanding after the effect of dilutive securities 105 122 105 119
(Loss) Earnings per Share:
Basic $ (3.59) $ 126 § (6.62) $ 1.44
Diluted $ (3.59) $ 1.14 § (6.62) § 1.33

The potential common shares from anti-dilutive securities excluded from the weighted-average shares of common stock used to calculate diluted (loss)
earnings per share were as follows:

Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021
(in millions)
Unvested restricted stock units 9 — 9 —
Shares related to convertible debt instruments 16 — 16 4
Total 25 — 25 4

Wayfair may settle conversions of the 2024 Notes, 2025 Notes and 2026 Notes in cash, shares of Wayfair’s Class A common stock or any combination thereof
at its election. Wayfair will settle conversions of the 2022 Notes and 2025 Accreting Notes in shares. The Capped Calls are generally expected to reduce the potential
dilution of Wayfair's Class A common stock upon any conversion of the Notes and/or offset the cash payments Wayfair is required to make in excess of the principal
amount of the Notes upon conversion of the Notes to the extent the market price per share of Wayfair’s Class A common stock is greater than the strike price of the
Capped Calls (which corresponds to the initial conversion prices of the Non-Accreting Notes, subject to certain adjustments under the terms of the Capped Calls),
with such reduction and/or offset capped at the Initial Cap Price. As of June 30, 2022, the number of shares of Wayfair's Class A common stock potentially issuable
at the respective conversion prices of the 2022 Notes, 2024 Notes, 2025 Notes, 2026 Notes and 2025 Accreting Notes, is 25,976 shares, 4,939,825 shares, 3,638,950
shares, 6,389,662 shares and 507,179 shares. Under the Capped Calls outstanding as of June 30, 2022, the maximum cash value obtainable of the 2022 Capped Calls,
2024 Capped Calls, 2025 Capped Calls and 2026 Capped Calls, if exercised at maturity, is $208 million, $510 million, $1.3 billion and $841 million.

For more information on the structure of the Notes and the Capped Calls, see Note 4, Debt and Other Financing.
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10. Segment and Geographic Information

Operating segments are defined as components of an enterprise for which separate financial information is available that is evaluated on a regular basis by the
Chief Operating Decision Maker ("CODM") in deciding how to allocate resources to an individual segment and in assessing performance. Wayfair’s CODM is its
Chief Executive Officer.

Wayfair's operating and reportable segments are the U.S. and International. These segments reflect the way the CODM allocates resources and evaluates
financial performance, which is based upon each segment's Adjusted EBITDA. Adjusted EBITDA is defined as net (loss) income before depreciation and
amortization, equity-based compensation and related taxes, interest expense, net, other income (expense), net, provision for income taxes, net, non-recurring items,
and other items not indicative of our ongoing operating performance. These charges are excluded from evaluation of segment performance because it facilitates
reportable segment performance comparisons on a period-to-period basis as these costs may vary independent of business performance.

Wayfair allocates certain operating expenses to the operating and reportable segments, including customer service and merchant fees and selling, operations,
technology, general and administrative based on the usage and relative contribution provided to the segments. It excludes from the allocations certain operating
expense lines, including depreciation and amortization, equity-based compensation and related taxes, as well as interest expense, net, other income (expense), net,
and provision for income taxes, net. There are no net revenue transactions between Wayfair's reportable segments.

US.

The U.S. segment primarily consists of amounts earned through product sales through Wayfair's family of sites in the U.S.
International

The International segment primarily consists of amounts earned through product sales through Wayfair's international sites.

Net revenue from external customers for each group of similar products and services are not reported to the CODM. Separate identification of this information
for purposes of segment disclosure is impractical, as it is not readily available and the cost to develop it would be excessive. No individual country outside of the
U.S. provided greater than 10% of consolidated net revenue.
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The following tables present net revenues and Adjusted EBITDA attributable to Wayfair's reportable segments for the periods presented:

U.S. net revenue
International net revenue

Total net revenue

Adjusted EBITDA:
U.s.
International
Total reportable segments Adjusted EBITDA
Less: reconciling items (1)
Net (loss) income

Three months ended June 30,

Six months ended June 30,

2022 2021 2022 2021
(in millions)
2,796 $ 3,008 $ 5,338 5,919
488 759 939 1,416
3284 § 3,857 $ 6,277 $ 7,335

Three months ended June 30,

Six months ended June 30,

2022 2021 2022 2021
(in millions)
28) $ 323 $ 58) $ 550
(80) (12) (163) (33)
(108) 311 (221) 517
(270) (180) (476) (368)
378) $ 131 $ (697) $ 149

(1) The following adjustments are made to reconcile total reportable segments Adjusted EBITDA to consolidated net (loss) income:

Depreciation and amortization

Equity-based compensation and related taxes

Interest expense, net

Other (income) expense, net
Provision for income taxes, net
Other (a)

Total reconciling items

Three months ended June 30,

Six months ended June 30,

2022 2021 2022 2021
(in millions)

$ $ 77 $ 176 $ 158
133 88 245 175
9 14 16
2 €8 5
4 2 2
40 — 40 12
$ 270 S 180 $ 476 $ 368

(a) In the second quarter of 2022, we recorded $40 million of lease impairment and other charges related to changes in market conditions around future
sublease income for one of our office locations in the U.S. In the six months ended June 30, 2021, we recorded $12 million of customer service
center impairment and other charges related to our plan to consolidate customer service centers.
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Item 2. Management’s Discussion and Analysis Of Financial Condition and Results Of Operations
Forward Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
"Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended (the "Exchange Act"). All statements other than statements of historical fact
contained in this Quarterly Report on Form 10-Q, including statements regarding our investment plans and anticipated returns on those investments, our future
customer growth, our future results of operations and financial position, including our financial outlook and profitability goals, available liquidity and access to
financing sources, our business strategy, plans and objectives of management for future operations, including our international expansion, omni-channel strategy and
launch of physical retail stores, consumer activity and behaviors, developments in our technology and systems and anticipated results of those developments and the
impact of macroeconomic events, including the COVID-19 pandemic, and our response to such events, are forward-looking statements. In some cases, you can
identify forward-looking statements by terms such as "may," "will," "should," "expects," "plans," "anticipates," "could," "intends," "target," "projects,"
"contemplates," "believes," "estimates," "predicts," "potential" or "continue" or the negative of these terms or other similar expressions.

nn non nn "nn

Forward-looking statements are based on current expectations of future events. We cannot guarantee that any forward-looking statement will be accurate,
although we believe that we have been reasonable in our expectations and assumptions. Investors should realize that if underlying assumptions prove inaccurate or
that known or unknown risks or uncertainties materialize, actual results could vary materially from Wayfair’s expectations and projections. Investors are therefore
cautioned not to place undue reliance on any forward-looking statements. These forward-looking statements speak only as of the date of this Quarterly Report on
Form 10-Q and, except as required by applicable law, we undertake no obligation to publicly update or revise any forward-looking statements contained herein,
whether as a result of any new information, future events or otherwise.

Factors that could cause or contribute to differences in our future results include, without limitation, the following:

* our ability to acquire new customers and sustain and/or manage our growth;

» our ability to increase our net revenue per active customer;

» our ability to build and maintain strong brands;

» our ability to manage our growth and expansion initiatives;

* our ability to compete successfully;

+ the rate of growth of the Internet and e-commerce;

* macroeconomic factors, such as interest rates, inflation, the housing market, currency exchange fluctuations and changes in customer spending;

 disruptions, capacity constraints or inefficiencies in our supply chain or logistics network, including any impact of the COVID-19 pandemic on our
suppliers and third-party carriers and delivery agents;

» potential impacts of the COVID-19 pandemic on our business, financial condition, and results of operations;
» world events, natural disasters, public health emergencies (such as the COVID-19 pandemic), civil disturbances, and terrorist attacks; and

» developments in, and the outcome of, legal and regulatory proceedings and investigations to which we are a party or are subject, and the liabilities,
obligations and expenses, if any, that we may incur in connection therewith.

A further list and description of risks, uncertainties and other factors that could cause or contribute to differences in our future results include the cautionary
statements herein and in our other filings with the Securities and Exchange Commission, including those set forth under Part I, Item 1A, Risk Factors in our Annual
Report on Form 10-K for the year ended December 31, 2021. We qualify all of our forward-looking statements by these cautionary statements.

Overview

Wayfair is one of the world's largest online destinations for the home. Through our e-commerce business model, we offer visually inspired browsing,
compelling merchandising, easy product discovery and attractive prices for over thirty-three million products from over 23,000 suppliers.
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We believe an increasing portion of the dollars spent on home goods will be spent online and that there is an opportunity for acquiring more market share. Our
business model is designed to grow our net revenue by acquiring new customers as well as stimulating repeat purchases from our existing customers. Through
increasing brand awareness as well as paid and unpaid advertising, we attract new and repeat customers to our sites. We turn these customers into recurring shoppers
by creating a seamless shopping experience across their entire journey — offering best-in-class product discovery, purchasing, fulfillment and customer service.

Global Considerations
COVID-19 Pandemic

We are continuing to closely monitor the impact of the COVID-19 pandemic on our business, results of operations and financial results. The situation
surrounding the COVID-19 pandemic remains fluid and the full extent of the impact of the COVID-19 pandemic on our business will depend on certain
developments including the duration and severity of the pandemic, the emergence of new variants that may continue to prolong the pandemic, the amount of time it
will take for normal economic activity to resume, future government actions that may be taken, the impact on consumer activity and behaviors and the effect on our
customers, employees, suppliers, partners and stockholders, all of which are uncertain and cannot be predicted. See Part I, Item 1A, Risk Factors, in our Annual
Report on Form 10-K for the year ended December 31, 2021 for additional details. Our focus remains on promoting the health, safety and financial security of our
employees and serving our customers.

In an effort to contain or slow the COVID-19 pandemic, authorities around the world have implemented various measures, some of which have been
subsequently rescinded or modified, including travel bans, stay-at-home orders and shutdowns of certain businesses. We anticipate that these actions and the global
health crisis caused by the COVID-19 pandemic, including any variants, will continue to negatively impact global economic activity. While it is difficult to predict
all of the impacts the COVID-19 pandemic will have on our business, we believe the long-term opportunity that we see for shopping for the home online remains
unchanged.

As the COVID-19 pandemic remains dynamic and subject to rapid and possibly material change, we will continue to actively monitor the situation and may
take further actions that alter our business operations as may be required by federal, state, local or foreign authorities, or that we determine are in the best interests of
our customers, employees, suppliers, partners, stockholders and communities.

Economic Uncertainty

We are also closely monitoring the recent volatility in the global markets and the rise in inflation and interest rates. These developments could continue to
negatively impact global economic activity, which may adversely affect our business and our results of operations. As our customers react to these global economic
conditions, we may take additional precautionary measures to limit or delay expenditures and preserve capital and liquidity. While it is difficult to predict consumer
spending in the near term, we believe the long-term opportunity that we see for shopping for the home remains unchanged.

We will continue to monitor economic conditions as we work to manage our business to meet the evolving needs of our customers, employees, suppliers,
partners, stockholders and communities.

Factors Affecting our Performance

We believe that our performance and future success depend on a number of factors that present significant opportunities for us but also pose risks and
challenges, including those discussed in Part I, Item 1A, Risk Factors, in our Annual Report on Form 10-K for the year ended December 31, 2021.
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Key Financial and Operating Metrics

We measure our business using key financial and operating metrics, as well as Adjusted EBITDA, Free Cash Flow and Adjusted Diluted (Loss) Earnings per
Share (see “Non-GAAP Financial Measures”). Our Free Cash Flow and Adjusted Diluted (Loss) Earnings per Share are measured on a consolidated basis, while our
Adjusted EBITDA is measured on a consolidated and reportable segment basis. All other key financial and operating metrics are derived and reported from our
consolidated net revenue.

We use the following metrics to assess the near and longer-term performance of our overall business:

Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021
(in millions, except LTM Net Revenue per Ac:'ive ?ustomer, Average Order Value and per share
ata
Key Financial Statement Metrics:
Net revenue $ 3284 § 3,857 $ 6277 $ 7,335
Gross profit $ 896 $ 1,128  § 1,699 $ 2,131
(Loss) income from operations $ 372) $ 146 $ (682) $ 172
Net (loss) income $ (378) § 131 § ©97) $§ 149
(Loss) earnings per share:
Basic $ 359 $ 126 $ 6.62) $ 1.44
Diluted $ 359 $ 1.14 $ 6.62) $ 1.33
Net cash (used in) provided by operating activities $ (115)  $ 275 $ 341) $ 452
Key Operating Metrics:
Active customers (1) 24 31 24 31
LTM net revenue per active customer (2) $ 537 $ 478  $ 537 $ 478
Orders delivered (3) 10 14 20 29
Average order value (4) $ 330§ 278 $ 308 $ 257
Non-GAAP Financial Measures:
Adjusted EBITDA $ (108) S 311§ 221) $ 517
Free Cash Flow $ 244) S 206 $ (575 $ 319
Adjusted Diluted (Loss) Earnings per Share $ (194) $ 189 § (3.90) $ 2.89

(1) The number of active customers represents the total number of individual customers who have purchased at least once directly from our sites during the
preceding twelve-month period. The change in active customers in a reported period captures both the inflow of new customers as well as the outflow of
existing customers who have not made a purchase in the last twelve months. We view the number of active customers as a key indicator of our growth.

(2) LTM net revenue per active customer represents our total net revenue in the last twelve months divided by our total number of active customers for the same
preceding twelve-month period. We view LTM net revenue per active customer as a key indicator of our customers' purchasing patterns, including their initial
and repeat purchase behavior.

(3) Orders delivered represents the total orders delivered in that period, inclusive of orders that may eventually be returned. As we ship a large volume of
packages through multiple carriers, actual delivery dates may not always be available, and as such we estimate delivery dates based on historical data. We
recognize net revenue when an order is delivered, and therefore orders delivered, together with average order value, is an indicator of the net revenue we
expect to recognize in a given period. We view orders delivered as a key indicator of our growth.

(4) We define average order value as total net revenue in a given period divided by the orders delivered in that period. We view average order value as a key
indicator of the mix of products on our sites, the mix of offers and promotions and the purchasing behavior of our customers.
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Results of Consolidated Operations
Comparison of the three months ended June 30, 2022 and 2021

Net revenue

In the three months ended June 30, 2022, net revenue decreased by $573 million, or 14.9%, compared to the same period in 2021, which reflects some
normalization in consumer behavior since the onset of the COVID-19 pandemic, as well as recent macroeconomic pressures felt by consumers. The decrease in net
revenue was driven by lower orders, partially offset by higher average order values. There was a decrease in order frequency, with LTM orders per active customer
decreasing by 5.6% in the three months ended June 30, 2022 compared to the same period in 2021. LTM net revenue per active customer increased 12.3% in the
three months ended June 30, 2022, compared to the same period in 2021, driven by higher average order value due in part to inflationary pressures in the supply
chain.

Our U.S. net revenue decreased 9.7% and International net revenue decreased 35.7% in the second quarter of 2022, as compared to the same period in 2021.
International Net Revenue Constant Currency Growth (see “Non-GAAP Measures”) for the three months ended June 30, 2022 was (34.4)%.

Three months ended June 30,

2022 2021 % Change
(in millions)
U.S. net revenue $ 2,796 $ 3,098 9.7)%
International net revenue 488 759 (3B5.71%
Net revenue $ 3,284 % 3,857 (14.9%

For more information on our segments, see Note 10 to the unaudited consolidated and condensed financial statements, Segment and Geographic Information,
included in Part I, Item 1, Unaudited Consolidated and Condensed Financial Statements, of this Quarterly Report on Form 10-Q.

Cost of goods sold

Cost of goods sold is sensitive to many factors, including quarter-to-quarter variability in product mix, pricing strategies, changes in wholesale, shipping and
fulfillment costs and fees earned for supplier services rendered. In the three months ended June 30, 2022, cost of goods sold decreased by $341 million, or 12.5%, as
compared to the same period in 2021. The decrease in cost of goods sold is primarily driven by a decrease in the number of orders delivered.

The increase in cost of goods sold as a percentage of net revenue is in part due to mix shifts, lower operational efficiencies from fewer orders and rising
logistics costs relative to the same period in 2021.

Three months ended June 30,

2022 2021 % Change
(in millions)
Cost of goods sold $ 2,388 $ 2,729 (12.5)%
As a percentage of net revenue 72.7 % 70.8 %
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Operating expenses

Operating expenses are comprised of customer service and merchant fees, advertising and selling, operations, technology, general and administrative expenses
and impairment and other charges. We disclose separately the equity-based compensation and related taxes that are included in customer service and merchant fees
and selling, operations, technology and general and administrative expenses.

Three months ended June 30,

2022 2021 % Change
(in millions)
Customer service and merchant fees (1) $ 162 $ 145 11.7 %
Advertising 378 352 7.4 %
Selling, operations, technology, general and administrative (1) 688 485 41.9 %
Impairment and other charges 40 — 100.0 %
Total operating expenses $ 1,268 $ 982 29.1 %
As a percentage of net revenue:
Customer service and merchant fees (1) 4.9 % 3.7%
Advertising 11.5 % 9.1%
Selling, operations, technology, general and administrative (1) 21.0% 12.6 %
Impairment and other charges 1.2 % — %
38.6 % 254 %

(1) Includes equity-based compensation and related taxes as follows:
Three months ended June 30,

2022 2021

(in millions)

Customer service and merchant fees $ 9% 6
Selling, operations, technology, general and administrative $ 121 $ 78

Our equity-based compensation and related taxes included in customer service and merchant fees and selling, operations, technology, general and
administrative expenses increased by $46 million in the three months ended June 30, 2022, compared to the same period in 2021, as a result of restricted
stock units awarded in 2021 and in the six months ended June 30, 2022.

The following table summarizes operating expenses as a percentage of net revenue, excluding equity-based compensation and related taxes:
Three months ended June 30,

2022 2021
Customer service and merchant fees 4.7% 3.6%
Selling, operations, technology, general and administrative 17.3% 10.6%

Customer Service and Merchant Fees

Expenses for customer service and merchant fees, both including and excluding the impact of equity-based compensation and related taxes and as a percentage
of net revenues, increased during the three months ended June 30, 2022, as compared to the same period in 2021, due to increased compensation costs and a decrease

in net revenue.

Advertising

Our advertising expenses increased by $26 million in the three months ended June 30, 2022, as compared to the same period in 2021, which reflects our
response to changing market conditions as we sought to maintain our efficiency targets across various channels. As a percentage of net revenue, advertising expenses
increased to 11.5% in the second quarter of 2022, as compared to 9.1% in the same period in 2021, due in part to changes in advertising channel mix as well as lower
direct traffic.
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Selling, operations, technology, general and administrative

Excluding the impact of equity-based compensation and related taxes, our expenses for selling, operations, technology, general and administrative activities
increased by $160 million in three months ended June 30, 2022, as compared to the same period in 2021, primarily attributable to higher personnel costs, and to a
lesser extent, higher information technology costs and depreciation and amortization.

As a percentage of net revenue, total selling, operations, technology, general and administrative expenses increased to 21.0% in three months ended June 30,
2022, as compared to 12.6% in the same period in 2021, primarily due to the increase in selling, operations, technology, general and administrative expenses.

Impairment and other charges

During the second quarter of 2022, we identified an indicator of impairment for one of our U.S. office locations, which was primarily due to current sublease
market conditions. As a result, we recorded a charge of $40 million during the second quarter of 2022, which included $32 million of non-cash impairment of the

right-of-use (“ROU”) asset, $7 million for the non-cash impairment of fixed assets and the remainder for other items. We did not record any charges during the three
months ended June 30, 2021.

Interest expense, net
Our interest expense, net decreased by $3 million in the three months ended June 30, 2022, as compared to the same period in 2021, primarily driven by higher
interest income.

Three months ended June 30,
2022 2021 % Change
(in millions)
Interest expense, net $ ©)$ ©) (33.3)%

Other income (expense), net

We generated other income, net in the three months ended June 30, 2022 of $1 million primarily attributable to unrealized and realized gains (losses) from
foreign currency transactions. We incurred other expense, net of $2 million in the three months ended June 30, 2021, primarily attributable to unrealized and realized
gains (losses) from foreign currency transactions.

Three months ended June 30,
2022 2021 % Change
(in millions)
Other income (expense), net $ 1$ 2) (150.0)%

Provision for income taxes, net

Our provision for income taxes, net decreased by $3 million in the three months ended June 30, 2022, as compared to the same period in 2021, primarily
related to the level and mix of income earned in the U.S. and certain foreign jurisdictions and U.S. state income taxes, partially offset by the recognition of a lower
discrete tax benefit due to excess tax benefits on equity awards for U.S. employees.

Three months ended June 30,
2022 2021 % Change
(in millions)
Provision for income taxes, net $ 1S 4 (75.0)%
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Comparison of the six months ended June 30, 2022 and 2021

Net revenue

In the six months ended June 30, 2022, net revenue decreased by $1.1 billion, or 14.4%, as compared to the same period in 2021, which reflects some
normalization in consumer behavior since the onset of the COVID-19 pandemic, as well as recent macroeconomic pressures felt by consumers. The decrease in net
revenue was driven by lower orders, partially offset by higher average order values. There was a decrease in order frequency, with LTM orders per active customer
decreasing by 5.6% in the six months ended June 30, 2022 compared to the same period in 2021. LTM net revenue per active customer increased 12.3% in the six
months ended June 30, 2022, compared to the same period in 2021, driven by higher average order value due in part to inflationary pressures in the supply chain.

Our U.S. net revenue decreased 9.8%, while our International net revenue decreased 33.7% in the six months ended June 30, 2022, as compared to same period
in 2021. International Net Revenue Constant Currency Growth (see “Non-GAAP Measures” below) for the six months ended June 30, 2022 was (32.3)%.

Six months ended June 30,

2022 2021 % Change
(in millions)
U.S. net revenue $ 5338 $ 5,919 (9.8)%
International net revenue 939 1,416 (33.7%
Net revenue $ 6,277 $ 7,335 (14.4)%

For more information on our segments, see Note 10 to the unaudited consolidated and condensed financial statements, Segment and Geographic Information,
included in Part I, Item 1, Unaudited Consolidated and Condensed Financial Statements, of this Quarterly Report on Form 10-Q.

Cost of goods sold

Cost of goods sold is sensitive to many factors, including quarter-to-quarter variability in product mix, pricing strategies, changes in wholesale, shipping and
fulfillment costs and fees earned for supplier services rendered. In the six months ended June 30, 2022, cost of goods sold decreased by $626 million, or 12.0%, as
compared to the same period in 2021.

The decrease in cost of goods sold on an absolute basis is primarily driven by a decrease in the number of orders delivered. The increase in cost of goods sold
as a percentage of net revenue is in part due to mix shifts, lower operational efficiencies from fewer orders and rising logistics costs relative to the same period in
2021.

Six months ended June 30,

2022 2021 % Change
(in millions)
Cost of goods sold $ 4,578 $ 5,204 (12.0)%
As a percentage of net revenue 72.9 % 70.9 %
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Operating expenses

Operating expenses are comprised of customer service and merchant fees, advertising, selling, operations, technology, general and administrative expenses and
impairment and other charges. We disclose separately the equity-based compensation and related taxes that are included in customer service and merchant fees and
selling, operations, technology and general and administrative expenses.

Six months ended June 30,

2022 2021 % Change
(in millions)
Customer service and merchant fees (1) $ 313§ 292 72 %
Advertising 714 718 (0.6)%
Selling, operations, technology, general and administrative (1) 1,314 937 40.2 %
Impairment and other charges 40 12 2333 %
Total operating expenses $ 2,381 $ 1,959 21.5%
As a percentage of net revenue:
Customer service and merchant fees (1) 5.0% 4.0 %
Advertising 11.4 % 9.8 %
Selling, operations, technology, general and administrative (1) 20.9 % 12.8 %
Impairment and other charges 0.6 % 0.2 %
37.9 % 26.8%

(1) Includes equity-based compensation and related taxes as follows:

Six months ended June 30,

2022 2021
(in millions)
Customer service and merchant fees $ 17 $ 12
Selling, operations, technology, general and administrative $ 222 § 156

Our equity-based compensation and related taxes included in customer service and merchant fees and selling, operations, technology, general and
administrative expenses increased by $71 million in the six months ended June 30, 2022, as compared to the same period in 2021, as a result of RSUs
awarded in 2021 and the six months ended June 30, 2022.

The following table summarizes operating expenses as a percentage of net revenue, excluding equity-based compensation and related taxes:
Six months ended June 30,
2022 2021
Customer service and merchant fees 4.7 % 3.8%
Selling, operations, technology, general and administrative 17.4 % 10.6 %

Customer Service and Merchant Fees

Expenses for customer service and merchant fees, including and excluding the impact of equity-based compensation and related taxes and as a percentage of
net revenues, increased in the six months ended June 30, 2022, as compared to the same period in 2021, due to increased compensation costs and a decrease in net
revenue.

Advertising

Our advertising expenses decreased by $4 million in the six months ended June 30, 2022, as compared to the same period in 2021, which reflects our response
to changing market conditions as we sought to maintain our efficiency targets across various channels. As a percentage of net revenue, advertising expenses
increased to 11.4% for the six months ended June 30, 2022, as compared to 9.8% in the same period in 2021, due in part to changes in advertising channel mix as
well as lower direct traffic.
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Selling, operations, technology, general and administrative

Excluding the impact of equity-based compensation and related taxes, our expenses for selling, operations, technology, general and administrative activities
increased by $311 million in the six months ended June 30, 2022, compared to the same period in 2021, primarily attributable to higher personnel costs, and to a
lesser extent, higher information technology costs and depreciation and amortization. As a percentage of net revenue, total selling, operations, technology, general
and administrative expenses increased to 20.9% in the six months ended June 30, 2022, as compared to 12.8% in the same period in 2021, primarily due to the
increase in selling, operations, technology, general and administrative expenses.

Impairment and other charges

During the six months ended June 30, 2022, we identified an indicator of impairment for one of our U.S. office locations, which was primarily due to current
sublease market conditions. As a result, we recorded a charge of $40 million during the second quarter of 2022, which included $32 million of non-cash impairment
of the right-of-use (“ROU”) asset, $7 million for the non-cash impairment of fixed assets and the remainder for other items.

During the six months ended June 30, 2021, we enacted a plan to consolidate certain customer service centers in identified U.S. locations. As a result, we
recorded a charge of $12 million during the six months ended June 30, 2021, which included $6 million for the non-cash impairment of ROU assets, $5 million for
the non-cash accelerated depreciation of fixed assets and the remainder for other items.

Interest expense, net

Our interest expense, net decreased by $2 million in the six months ended June 30, 2022, as compared to the same period in 2021, primarily driven by higher
interest income.
Six months ended June 30,
2022 2021 % Change
(in millions)
Interest expense, net $ 14)$ (16) (12.5)%

Other income (expense), net

We generated other income, net in the six months ended June 30, 2022 of $1 million primarily attributable to the net change in unrealized and realized gains
(losses) from foreign currency transactions. We incurred other expense, net in the six months ended June 30, 2021 of $5 million, primarily attributable to the net
change in unrealized and realized gains (losses) from foreign currency transactions.

Six months ended June 30,
2022 2021 % Change
(in millions)
Other income (expense), net $ 13 5) (120.0)%

Provision for income taxes, net

Our provision for income taxes, net remained constant in the six months ended June 30, 2022, as compared to the same period in 2021, primarily related to the
level and mix of income earned in the U.S. and certain foreign jurisdictions and U.S. state income taxes, partially offset by the recognition of a lower discrete tax
benefit related to excess tax benefits on equity awards for U.S. employees.

Six months ended June 30,
2022 2021 % Change
(in millions)
Provision for income taxes, net $ 28 2 — %
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Liquidity and Capital Resources
Sources of Liquidity

At June 30, 2022, our principal source of liquidity was cash and cash equivalents and short-term investments totaling $1.7 billion. In addition, we have a
$600 million senior secured revolving credit facility that matures on March 24, 2026 (the “Revolver”). Wayfair had outstanding letters of credit, primarily as security
for certain lease agreements, for approximately $65 million as of June 30, 2022, which reduced the availability of credit under the Revolver. Excluding liquidity
available through our Revolver, the following table shows sources of liquidity as of June 30, 2022 and December 31, 2021:

June 30, 2022 December 31, 2021
(in millions)
Cash and cash equivalents $ 1,094 $ 1,706
Short-term investments $ 644 $ 693
Working capital $ 242 § 795

We believe that our existing cash and cash equivalents and investments, cash generated from operations and the borrowing availability under our Revolver will
be sufficient to meet our anticipated cash needs for at least the foreseeable future. However, our liquidity assumptions may prove to be incorrect, and we could
exhaust our available financial resources sooner than we currently expect. In addition, we may elect to raise additional funds at any time through equity, equity-
linked or debt financing arrangements. Further, we may from time to time seek to retire, restructure, repurchase or redeem, or otherwise mitigate the equity dilution
associated with, our outstanding convertible debt, through cash purchases, stock buybacks of some or all of the shares underlying convertible notes and/or exchanges
for equity or debt, in open-market purchases, privately negotiated transactions or otherwise. Such repurchases, exchanges or liability management exercises, if any,
will be upon such terms and at such prices and sizes as we may determine, and will depend on prevailing market conditions, our liquidity requirements, contractual
restrictions and other factors. The amounts involved may be material.

Our future capital requirements and the adequacy of available funds will depend on many factors, including those described herein and in our other filings with
the Securities and Exchange Commission, or SEC, including those set forth Part I, Item 1A, Risk Factors, in our Annual Report on Form 10-K for the year ended
December 31, 2021. In addition, macroeconomic events, including the COVID-19 pandemic and related measures to contain its impact, have caused disruption in the
capital markets, including increased inflation and interest rates, which could make obtaining financing more difficult and/or expensive. As a consequence, we may
not be able to secure additional financing to meet our operating requirements on acceptable terms, or at all. If we raise additional funds through the issuance of
equity, equity-linked or debt financing arrangements, those securities and instruments may have rights, preferences or privileges senior to the rights of our common
stock, and the holders of our equity securities may experience dilution. We will continue to monitor our liquidity during this time of historic disruption and volatility
in the global capital markets due to the COVID-19 pandemic.

Credit Agreement and Convertible Notes
As of June 30, 2022, we had $3.1 billion of indebtedness outstanding.

Under the terms of our Revolver, we may use proceeds to finance working capital, to refinance existing indebtedness and to provide funds for permitted
acquisitions, repurchases of equity interests and other general corporate purposes. Any amounts outstanding under the Revolver are due at maturity.

The conditional conversion features of the 2024 Notes, 2025 Notes, and 2026 Notes were not triggered during the second quarter of 2022, and therefore the
2024 Notes, 2025 Notes, and 2026 Notes are not convertible in the third quarter of 2022 pursuant to the applicable last reported sales price condition. On June 1,
2022, the 2022 Notes became freely convertible and the holders of the 2022 Notes may convert all or a portion of their 2022 Notes at any time prior to the close of
business on the second scheduled trading day immediately preceding the maturity date. The 2025 Accreting Notes are convertible at any time prior to the close of
business on the second business day immediately preceding the maturity date. There were no conversions of the Notes in the three and six months ended June 30,
2022.

Whether any of the 2024 Notes, 2025 Notes or 2026 Notes will be convertible in future quarters will depend on the satisfaction of the applicable last reported
sales price condition or another conversion condition in the future. If one or more holders elect to convert their 2024 Notes, 2025 Notes or 2026 Notes at a time when
any such 2024 Notes, 2025 Notes or 2026 Notes are convertible, unless we elect to satisfy our conversion obligation by delivering solely shares of our Class A
common stock (other than paying cash in lieu of delivering any fractional share), we would be required to settle a portion or all of our conversion obligation through
the payment of cash, which could adversely affect our liquidity.
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The credit agreement and indentures governing our convertible notes contain restrictions and covenants that may limit our operating flexibility. Specifically, the
Revolver contains affirmative and negative covenants customarily applicable to senior secured credit facilities, including covenants that, among other things, limit or
restrict our ability, subject to negotiated exceptions, to incur additional indebtedness and additional liens on our assets, engage in mergers or acquisitions or dispose
of assets, pay dividends or make other distributions, voluntarily prepay other indebtedness, enter into transactions with affiliated persons, make investments, or
change the nature of our businesses. The Revolver also requires us to maintain certain levels of performance in order to maintain our access to the Revolver. For
instance, we are required to maintain a Consolidated Senior Secured Debt to Consolidated EBITDA Ratio (as defined in the Revolver) of 4.0 to 1.0, subject to a 0.5
step-up following certain permitted acquisitions. For information regarding our credit agreement and convertible notes, see Note 4, Debt and Other Financing,
included in Part I, Item 1, Unaudited Consolidated and Condensed Financial Statements, of this Quarterly Report on Form 10-Q. We do not expect any of these
restrictions to affect our ability to conduct our business in the ordinary course. During the second quarter of 2022, we were in compliance with all the terms and
conditions of our debt agreements.

Stock Repurchase Program

On August 21, 2020, the Board authorized the repurchase of up to $700 million of our Class A common stock in the open market, through privately negotiated
transactions, or otherwise, including pursuant to a Rule 10b5-1 plan (the “2020 Repurchase Program™). On August 10, 2021, the Board authorized a new $1.0 billion
share repurchase program on the same terms (the “2021 Repurchase Program,” together with the 2020 Repurchase Program, the “Repurchase Programs”). Wayfair
will begin repurchasing shares under the 2021 Repurchase Program upon the completion of the 2020 Repurchase Program.

The Repurchase Programs do not obligate Wayfair to purchase any shares of Class A common stock and have no expiration but may be suspended or
terminated by the Board at any time. The actual timing, number and value of shares repurchased under the Repurchase Programs in the future will be determined by
Wayfair in its discretion and will depend on a number of factors, including market conditions, applicable legal requirements, our capital needs and whether there is a
better alternative use of capital. As of June 30, 2022, Wayfair has repurchased 2,354,491 shares of Class A common stock for approximately $612 million under the
Repurchase Programs.

Trends and Historical Cash Flows

Six months ended June 30,

2022 2021
(in millions)
Net (loss) income $ (697) $ 149
Net cash (used in) provided by operating activities $ 34D $ 452
Net cash used in investing activities $ (189) $ (196)
Net cash used in financing activities $ (75) 8 (300)

Operating Activities

Cash flows in connection with operating activities consisted of net (loss) income adjusted for certain non-cash items including depreciation and amortization,
equity-based compensation, loss on impairment and certain other non-cash expenses, as well as the effect of changes in working capital and other activities.
Operating cash flows can be volatile and are sensitive to many factors, including changes in working capital and our net (loss) income.

Cash flows used in operating activities in the six months ended June 30, 2022 decreased by $793 million compared to the same period in 2021 primarily due to
the decrease in cash from operating assets and liabilities of $104 million and decrease in net income of $846 million, partially offset by the increase in the loss on
impairment of $28 million, increase in equity-based compensation of $79 million, increase in depreciation and amortization expense of $18 million, and increase in
other non-cash items of $32 million.

Investing Activities

Cash flows used in investing activities in the six months ended June 30, 2022 decreased by $7 million compared to the same period in 2021 due to the decrease
in purchases of short- and long-term investments of $211 million, partially offset by the increase in site and software development costs of $57 million, decrease in
sales and maturities of short- and long-term investments of $103 million, and increase in purchases of property and equipment of $44 million. Purchases of property
and equipment and site and software development costs (collectively “Capital Expenditures™) were 3.9% of net revenue for the quarter ended June 30, 2022 and
primarily related to equipment purchases and improvements for leased warehouses within our expanding logistics network and ongoing investments in our
proprietary technology and operational platform. On an absolute
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dollar basis, we expect Capital Expenditures for the third quarter of 2022 to be within a range of $110 million and $120 million as we continue to expand our
technology and logistics network.

Financing Activities

Cash flows used in financing activities in the six months ended June 30, 2022 and June 30, 2021 were $75 million and $300 million due to the repurchase of
Class A common stock under authorized share repurchase programs in the respective period.

Contractual Obligations

During the six months ended June 30, 2022, Wayfair entered into contractual obligations of $255 million for future minimum lease payments under non-
cancellable operating leases that have not yet commenced. Other than the additional lease obligations, there have been no material changes to our contractual
obligations and estimates as compared to the contractual obligations described in Contractual Obligations included in Part 11, Item 7, Management s Discussion and
Analysis of Financial Condition and Results of Operations, of our Annual Report on Form 10-K for the year ended December 31, 2021.

Non-GAAP Financial Measures
Adjusted EBITDA

To provide investors with additional information regarding our financial results, we have disclosed here and elsewhere in this Quarterly Report on Form 10-Q
Adjusted EBITDA, a non-GAAP financial measure that we calculate as net (loss) income before depreciation and amortization, equity-based compensation and
related taxes, interest expense, net, other income (expense), net, provision for income taxes, net, non-recurring items, and other items not indicative of our ongoing
operating performance. We have provided a reconciliation below of Adjusted EBITDA to net (loss) income, the most directly comparable GAAP financial measure.

We have included Adjusted EBITDA in this Quarterly Report on Form 10-Q because it is a key measure used by our management and the Board to evaluate our
operating performance, generate future operating plans and make strategic decisions regarding the allocation of capital. In particular, we believe the exclusion of
certain expenses in calculating Adjusted EBITDA facilitates operating performance comparisons on a period-to-period basis as these costs may vary independent of
business performance. Accordingly, we believe that Adjusted EBITDA provides useful information to investors and others in understanding and evaluating our
operating results in the same manner as our management and the Board.

Adjusted EBITDA has limitations as an analytical tool, and you should not consider it in isolation or as a substitute for analysis of our results as reported under
GAAP. Some of these limitations are:

= Although depreciation and amortization are non-cash charges, the assets being depreciated and amortized may have to be replaced in the future, and
Adjusted EBITDA does not reflect cash capital expenditure requirements for such replacements or for new capital expenditure requirements;

= Adjusted EBITDA does not reflect equity-based compensation and related taxes;

= Adjusted EBITDA does not reflect changes in our working capital;

= Adjusted EBITDA does not reflect income tax payments that may represent a reduction in cash available to us;

= Adjusted EBITDA does not reflect interest expenses associated with our borrowings;

= Adjusted EBITDA does not include other items not indicative of our ongoing operating performance, and

= Other companies, including companies in our industry, may calculate Adjusted EBITDA differently, which reduces its usefulness as a comparative measure.

Because of these limitations, you should consider Adjusted EBITDA alongside other financial performance measures, including various cash flow metrics, net
(loss) income and our other GAAP results.
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The following table reflects the reconciliation of net (loss) income to Adjusted EBITDA for each of the periods indicated:

Three months ended June 30,

Six months ended June 30,

2022 2021 2022 2021
(in millions)

Reconciliation of Adjusted EBITDA
Net (loss) income $ 378) $ 131 $ ©97) $ 149
Depreciation and amortization 91 77 176 158
Equity-based compensation and related taxes 133 88 245 175
Interest expense, net 6 9 14 16
Other (income) expense, net @) 2 1) 5
Provision for income taxes, net 1 4 2 2
Other (1) 40 — 40 12
Adjusted EBITDA $ (108) $ 311 § (221) § 517

(1) In the second quarter of 2022, we recorded $40 million of lease impairment and other charges related to changes in market conditions around future sublease
income for one of our office locations in the U.S. In the six months ended June 30, 2021, we recorded $12 million of customer service center impairment and

other charges related to our plan to consolidate customer service centers.

Free Cash Flow

To provide investors with additional information regarding our financial results, we have also disclosed here and elsewhere in this Quarterly Report on
Form 10-Q Free Cash Flow, a non-GAAP financial measure that we calculate as net cash flows from or for operating activities less Capital Expenditures. We have
provided a reconciliation below of Free Cash Flow to net cash flows from or for operating activities, the most directly comparable GAAP financial measure.

We have included Free Cash Flow in this Quarterly Report on Form 10-Q because it is an important indicator of our business performance as it measures the
amount of cash we generate. Accordingly, we believe that Free Cash Flow provides useful information to investors and others in understanding and evaluating our

operating results in the same manner as our management.

Free Cash Flow has limitations as an analytical tool because it omits certain components of the cash flow statement and does not represent the residual cash
flow available for discretionary expenditures. Further, other companies, including companies in our industry, may calculate Free Cash Flow differently. Accordingly,
you should not consider Free Cash Flow in isolation or as a substitute for analysis of our results as reported under GAAP. Because of these limitations, you should
consider Free Cash Flow alongside other financial performance measures, including net cash flows from or for operating activities, Capital Expenditures and our

other GAAP results.

The following table presents a reconciliation of net cash flows (used in) provided by operating activities to Free Cash Flow for each of the periods indicated:

Three months ended June 30,

Six months ended June 30,

Net cash (used in) provided by operating activities $
Purchase of property and equipment
Site and software development costs

Free Cash Flow $

2022 2021 2022 2021
(in millions)
(115) $ 275 $ 341)$ 452
(53) (25) 93) (49)
(76) (44) (141) (84)
(244) $ 206 $ (575) $ 319

Net Revenue Constant Currency Growth

To provide investors with additional information regarding our financial results, we have disclosed in this Quarterly Report on Form 10-Q Net Revenue
Constant Currency Growth, a non-GAAP financial measure that we calculate by translating the current period local currency net revenue by the currency exchange

rates used to translate our financial statements in the comparable prior-year period.
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Net Revenue Constant Currency Growth is included in this Quarterly Report on Form 10-Q because it is an important indicator of our operating results.
Accordingly, we believe that Net Revenue Constant Currency Growth provides useful information to investors and others in understanding and evaluating trends in
our operating results in the same manner as our management.

Net Revenue Constant Currency Growth has limitations as an analytical tool, and you should not consider it in isolation or as a substitute for analysis of our
results as reported under GAAP. For example, Net Revenue Constant Currency Growth rates, by their nature, exclude the impact of foreign exchange, which may
have a material impact on net revenue.

Adjusted Diluted (Loss) Earnings per Share

To provide investors with additional information regarding our financial results, we have disclosed in this Quarterly Report on Form 10-Q Adjusted Diluted
(Loss) Earnings per Share, a non-GAAP financial measure that we calculate as net (loss) income plus equity-based compensation and related taxes, provision for
income taxes, net, non-recurring items, other items not indicative of our ongoing operating performance, and, if dilutive, interest expense associated with convertible
debt instruments under the if-converted method divided by the weighted-average number of shares of common stock used in the computation of diluted (loss)
earnings per share. Accordingly, we believe that these adjustments to our adjusted diluted net (loss) income before calculating per share amounts for all periods
presented provides a more meaningful comparison between our operating results from period to period.

Adjusted Diluted (Loss) Earnings per Share has limitations as an analytical tool, and you should not consider it in isolation or as a substitute for analysis of our
results as reported under GAAP. For example, Adjusted Diluted (Loss) Earnings per Share, by its nature, excludes equity-based compensation and related taxes,
provision for income taxes, net, non-recurring items, other items not indicative of our ongoing operating performance, and, if dilutive, interest expense associated
with convertible debt instruments under the if-converted method. Because of these limitations, you should consider Adjusted Diluted (Loss) Earnings per Share
alongside other financial performance measures.
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A reconciliation of the numerator and denominator for diluted (loss) earnings per share, the most directly comparable GAAP financial measure, and the
numerator and denominator for Adjusted Diluted (Loss) Earnings per Share, is as follows:

Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021
(in millions, except per share data)

Numerator:
Net (loss) income $ (378) $ 131 § 697) $ 149
Effect of dilutive securities:

Interest expense associated with convertible debt instruments — 9 — 9
Numerator for diluted EPS - net (loss) income available to common stockholders after the effect of
dilutive securities (378) 140 (697) 158
Adjustments to net (loss) income:

Interest expense associated with convertible debt instruments — — — 6

Equity-based compensation and related taxes 133 88 245 175

Provision for income taxes, net 1 4 2 2

Other 40 — 40 12

Numerator for Adjusted Diluted EPS - Adjusted net income $ (204) $ 232 $ (410) $ 353
Denominator:
Denominator for basic EPS - weighted-average number of shares of common stock outstanding 105 104 105 103
Effect of dilutive securities:

Restricted stock units — 3 — 4

Convertible debt instruments — 15 — 12
Dilutive potential common shares — 18 — 16
Denominator for diluted EPS - adjusted weighted-average number of shares of common stock
outstanding after the effect of dilutive securities 105 122 105 119
Adjustments to effect of dilutive securities:

Convertible debt instruments — — — 3
Denominator for Adjusted Diluted EPS - adjusted weighted-average number of shares of common
stock outstanding after the effect of dilutive securities 105 122 105 122
Diluted (Loss) Earnings per Share $ (3.59) 8 1.14 § (6.62) $ 1313
Adjusted Diluted (Loss) Earnings per Share $ (1.99)$ 1.89 § (3.90) $ 2.89

Critical Accounting Policies

Our financial statements are prepared in accordance with accounting principles generally accepted in the U.S. The preparation of our financial statements and
related disclosures requires us to make estimates, assumptions and judgments that affect the reported amount of assets, liabilities, net revenue, costs and expenses
and related disclosures. Accordingly, we evaluate our estimates and assumptions on an ongoing basis. Our actual results may differ from these estimates under
different assumptions and conditions.

There have been no material changes to our critical accounting policies and estimates since December 31, 2021. See Part 11, Item 7, Management s Discussion
and Analysis of Financial Condition and Results of Operations, included in our Annual Report on Form 10-K for the year ended December 31, 2021 for a
description of our critical accounting policies and estimates.

New Accounting Pronouncements

The information called for by this section is incorporated herein by reference to Note 1, Summary of Significant Accounting Policies, of the unaudited
consolidated and condensed financial statements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no significant changes in our exposures to market risk since December 31, 2021. See Part II, Item 7A, Quantitative and Qualitative
Disclosures about Market Risk included in our Annual Report on Form 10-K for the year ended December 31, 2021 for a discussion on our exposures to market risk.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. The term "disclosure controls and procedures," as defined in Rules 13a-
15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, or the Exchange Act, means controls and other procedures of a company that are
designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed,
summarized and reported, within the time periods specified in the rules and forms of the SEC. Disclosure controls and procedures include, without limitation,
controls and procedures designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the company’s management, including its principal executive and principal financial officers, as appropriate to allow timely
decisions regarding required disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls
and procedures. Based on the evaluation of our disclosure controls and procedures as of the end of the period covered by this Quarterly Report on Form 10-Q, our
chief executive officer and chief financial officer concluded that, as of such date, our disclosure controls and procedures were effective at the reasonable assurance
level.

Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) or 15d-15(d) of

the Exchange Act during the period covered by this Quarterly Report on Form 10-Q, that materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.
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PART 11

OTHER INFORMATION

Item 1. Legal Proceedings

For information regarding our legal proceedings, see Note 5, Commitments and Contingencies - Legal Matters, included in Part I, Item 1, Unaudited
Consolidated and Condensed Financial Statements, of this Quarterly Report on Form 10-Q, which is incorporated into this item by reference.

Item 1A. Risk Factors

As of the date of this report, there are no material changes from the risk factors previously disclosed in Part I, Item 1A, Risk Factors, of our Annual Report on
Form 10-K for the year ended December 31, 2021.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Recent Purchases of Equity Securities

See Note 6, Stockholders’ Deficit, included in Part 1, Item 1, Unaudited Consolidated and Condensed Financial Statements, of this Quarterly Report on Form
10-Q for information regarding our authorized share repurchase programs. As of June 30, 2022, the approximate dollar value of shares that may yet be purchased
under the authorized share repurchase programs is $1.1 billion. There were no repurchases made during the three months ended June 30, 2022.

36



Table of Contents

Item 6. Exhibits.

Incorporated by Reference

Exhibit Number Exhibit Description Filed Herewith Form File No. Filing Date Exhibit Number
31.1 Certification of Chief Executive Officer pursuant to Rule 13a- X
14(a)_of the Securities Exchange Act of 1934, as amended, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
31.2 Certification of Chief Financial Officer pursuant to Rule 13a- X
14(a)_of the Securities Exchange Act of 1934, as amended, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
32.1# Certification of Chief Executive Officer pursuant to 18 U.S.C. X
§1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.
32.2# Certification of Chief Financial Officer pursuant to 18 U.S.C. X
§1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.
101.INS Inline XBRL Instance Document - the instance document does
not appear in the Interactive Data File because its XBRL tags
are embedded within the Inline XBRL document.
101.SCH XBRL Taxonomy Extension Schema Document X
101.CAL XBRL Taxonomy Calculation Linkbase Document X
101.DEF XBRL Taxonomy Definition Linkbase Document X
101.LAB XBRL Taxonomy Labels Linkbase Document X
101.PRE XBRL Taxonomy Presentation Linkbase Document X
104 Cover Page Interactive Data File (formatted as inline XBRL X
with applicable taxonomy extension information contained in
Exhibits 101.%)
+ Indicates a management contract or compensatory plan
# This certification is deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, as amended (Exchange Act), or

otherwise subject to the liability of that section, nor shall it be deemed incorporated by reference into any filing under the Securities Act of

1933, as amended or the Exchange Act.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

WAYFAIR INC.

Date: August 4, 2022 By: /s/ NIRAJ SHAH

Niraj Shah
Chief Executive Officer and President
(Principal Executive Olfficer)

Date: August 4, 2022 By: /s/ MICHAEL FLEISHER

Michael Fleisher
Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

1, Niraj Shah, certify that:

1. Ihave reviewed this Quarterly Report on Form 10-Q of Wayfair Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an Annual Report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: August 4, 2022 /s/ NIRAJ SHAH
Niraj Shah
Chief Executive Officer and President




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

1, Michael Fleisher, certify that:

1. Ihave reviewed this Quarterly Report on Form 10-Q of Wayfair Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an Annual Report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: August 4, 2022 /sl MICHAEL FLEISHER
Michael Fleisher
Chief Financial Officer




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Wayfair Inc. (the “Company”) for the quarter ended June 30, 2022, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Niraj Shah, Chief Executive Officer of the Company, certify, pursuant to Section 906 of the Sarbanes-
Oxley Act 0f2002, 18 U.S.C. Section 1350, to my knowledge, that:

1) the Report which this statement accompanies fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 4, 2022 /s/ NIRAJ SHAH
Niraj Shah
Chief Executive Officer and President




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Wayfair Inc. (the “Company”) for the quarter ended June 30, 2022, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Michael Fleisher, Chief Financial Officer of the Company, certify, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, to my knowledge, that:

1) the Report which this statement accompanies fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 4, 2022 /s/ MICHAEL FLEISHER
Michael Fleisher
Chief Financial Officer




