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One Fix at a Time, One Client at a Time

To illustrate the client and stylist interactions

1. Rebecca ordered Fixes-damand before becoming a Style Pass member in early 2018

REBECCA, CLIENT I
A Fixes received to date: 13 2016 W
A Age: 49

A Location: Chicago, IL

A Profession: Management 2017 %

A GoToOutfit: Dress

_____________________

For a $49 annual membership fee, 2018 OO O O O O O

Rebecca receives unlimited
styling, which has increased her
engagement and spend.
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With each fix, Alyssa logs into a custom  Along with the recommendations, Alyssa Alyssa writes a personal note
styling application, which recommends uses her judgment and considers specific to Rebecca
product based on our algorithm requests from Rebecca

3. In her latest fix, Rebecca receives a
personalized delivery & decides what to keg

4. Rebecca provides direct structured
& unstructured feedback

At checkout, Rebecca provides written feedback and
rates each of the five items:

PRICE aWwdzad wA3

STYLE G[ 20S Lic¢
Size aGWdza G wA 3
Personalized:
ccccc
3 Items Satisfied: Looks Forward to Next Fix:
Kept: cccCccc Yes!

$210.00

Total 5. Alyssa reviews the feedback

In the styling application
and captures any learnings. The feedback is simultaneous
aggregated into our full dataset to drive future
algorithmic learnings.




Fiscal Q4 2018 Highlights:

A We delivered $318.3 million in net revenue, representing 23.2% year-over-year growth, $18.3 million in net
income, and $11.1 million in adjusted EBITDA in Q4’18. For the fiscal year ended July 28, 2018, we delivered
$1,226.5 million in net revenue, representing 25.5% year-over-year growth, $44.9 million in net income, and
$53.6 million in adjusted EBITDA. We achieved these results as we continued to invest in new categories,
technology talent, and marketing.

A we grew our active client count to 2.7 million as of July 28, 2018, an increase of 548,000 and 25.0% year over
year.

A We expanded our total addressable market. We successfully launched our Kids offering at the end of the
quarter and, in Women'’s, we delivered strong results by serving more clients through a broader assortment.

A We strengthened our advertising capabilities through continued testing and learning across our marketing
channels.

A We leveraged Style Shuffle to bolster our understanding of client preferences and enhance our ability to
personalize.

A Looking ahead to fiscal year 2019, we will continue to invest by establishing our international footprint with a
U.K. launch at the end of this fiscal year.

Fiscal Q4 2018 and Full Year 2018 Key Results:
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1AdjustedEBITDA is net income (loss) excluding other (income), net, provision (benefit) for income taxes, depreciation and ajaodizatien present, the

remeasurement of preferred stock warrant liability and compensation expense related to certain stock sales by curraneaethfloyeesFor more
information regarding adjusted EBITDA and the other@@AP financial measures discussed in this letter, please see theligiomeiof our noFrGAAP
measurements to their most directly comparable GAaAged financial measurements included at the end of this letter.



Dear Shareholder,

We are pleasedto shareour resultsfor Q4 and fiscal year 2018 which
ended July 28, 2018 In Q4'18, we reached2.7 million active clients, a
25.0%increaseyearoveryear,andgrew net revenueto $318.3 million, a
23.2% increaseyear over year. Our results demonstrate our focus on
deliveringdisciplinedgrowth while makingmeasuredinvestmentsin our
business

Duringthe quarter, we generatednet incomeof $18.3 million, or diluted
earningsper shareof $0.18, and adjusted EBITDAf $11.1 million. For
the fiscal year, we generatednet income of $44.9 million, or diluted
earningger shareof $0.34, and adjustedEBITDAf $53.6 million.

Fiscal Q4 2018 Business Highlights:

We expanded our total addressable market. We successfully launched
our Kids offering at the end of the quarter and, in Women’s, we
delivered strong results by serving more clients through a broader
assortment.

Kids

Atthe end of Q4°18, we launchedour Kidsoffering, which serveschildren
sized2Tto 14 andincludes8 to 12 items per Fix With this expansionwe

are excitedto serve more membersof the household To date,we ' v e

receivedstrong interest from our existingclients, who have signedup
their children As a result, we've experiencedlonger than usual wait
timesfor Kids,especiallyin our older girl sizes Aswe learnmore, we are
working hard to ensurewe canserveKidsclientsin a timely manner. In
addition, early feedback on our Kids merchandiseoffering, which is
comprised of both market brands and ExclusiveBrands, has been
positive Aswe continue to investin this category,we look forward to
providing value and convenienceto serve the broader needs of our
c | 1 entirefamilies

22YSyQa

Since2017, we haveexpandedour inventory assortmentto include both
lower price merchandise($20 to $50 per item) and Premium Brand
offerings ($100 to $600 per item). In Q4'18, these two categories
combined nearly doubled as a percentageof total Women'sunit sales
yearoveryeatr.

We are better able to serveboth our youngerand older clientsthrough
our broadenedprice point assortment For example,we have driven a
10% increasein the probability that our lower price point items will be
purchasedby clients under the age of 30. Throughour higher priced
PremiumBrandoffering, we havedrivenincreasedcustomersatisfaction,
especiallywith our clientsover 50 yearsold. With these clients,we have
increased successrates, as well as improved style and fit ratings
associatedvith our PremiumBrandmerchandise/earoveryear.

Q4’18 Highlights

ACTIVE CLIENTS

2.7 million
25.0% YoY growth

NET REVENUE

$318.3 million
23.2% YoY growth

GROSS PROFIT

$141.4 million

44.4% of net revenue

NET INCOME

$18.3 million

5.7% of net revenue

ADJUSTED EBITDA

$11.1 million

3.5% of net revenue



We believethat offering a broaderrangeof price pointsis a critical tool
to re-engageour clients Forexample,in Q4'18, more than 70%of clients
who re-engagedwith our service after a period of inactivity of four
months or more indicated an interest in our lower price or Premium
Brandmerchandise

We strengthened our advertising capabilities through continued testing
and learning across our marketing channels.

In Q4'18, we continued our measuredand analyticalapproachto paid
advertisingaswe tested key channelsto better understandhow to most
effectively allocate our marketingspend Specificallyduring the quarter
we performed a TV incrementality test, during which we temporarily
ceasedour national TVcampaignfor 10 weeksto measurethec h a n n
efficacy

The test resulted in key learnings that will inform our longerterm
channel strategy First, the incrementality test allowed us to more
preciselygaugethe impact TV hason new client acquisition We found
that TV was more effective than we had previously modeled, as
measuredon a cost per acquisitionbasis Secondthe test enabledusto
evaluate and quantify the interaction between TV and our other
advertisingchannels By understandingheseinteractions,we believewe
can better determine the optimal ratio of marketingspendbetween TV
andother advertisingchannels

We leveraged Style Shuffle to bolster our understanding of client
preferences and enhance our ability to personalize.

In Q3'18, we introduced Style Shuffle,an interactive mobile and web-
based game in which participants rate an assortment of Stitch Fix
merchandise We havediscussedn the pasthow clientswho participate
in the gamehad a higherlevelof engagementind satisfactionthan those
who did not, and that the data we gathered strengthened our
understandingf clienttastesandstyle preferences

Thisquarter, we wantedto provide someexamplesof how we use this
data to improve our offering. Style Shuffle enables us to collect
significantlymore client preferencedata on eachapparelitem than we
could before its introduction. This enhanced data set allows us to
accelerateour understandingof client preferencesto deliver greater
personalizationForexample,in Q4'18 we incorporatedthis StyleShuffle
datainto our w o me stylist/client matchingalgorithm, which drove an
increasen averageorder value,ascomparecto the prior algorithm

Style Shuffledata not only improvesoutcomesfor clientswho play the
game, it also helps us better servethose who have not yet played In
Q4'18, we appliedthe datato ourw 0 me matchscorealgorithm,which
predictsthe likelihoodthat a specificclient will purchasea specificitem.
By incorporatingthis new data into our algorithm, we drove enhanced
personalizationandincreasedrevenueper active clientand engagement
among both playing and non-playing clients We believe this highlights
the powerful network effects of our data and the broad applicability of
the StyleShuffledata

1:387 ol -

STYLE SHUFFLE

®

TELL US ABOUT YOUR STYLE
‘Would you sport this?

©
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Looking ahead to fiscal year 2019, we will invest by establishing our
international footprint with a U.K. launch at the end of this fiscal year.

Today,we announcedour planto launchin the United Kingdom(U.K) at
the end of fiscalyear2019 Overthe lasttwo years,we havesuccessfully
expandedour businessacrossnew categoriesand offerings such as
Me n Plas,and Kids,and enhancedour servicethrough programssuch
as Style Passand Extras We are confident that we can successfully
expandour personalizatiorplatform internationallyaswell.

Basedon our consumerresearchand planning, we believe that our
personalizationcapabilitieswill resonate with overseascustomers,and
that we canbe a strong partner to international brandswith whom we
d o ndlready work. We will apply our engineeringand data science
capabilities, and build a localized presenceto effectively serve U.K
clients

We will continueto investin new categorieshat extendour addressable
market as we execute on our longterm growth strategy and deliver

personalizationat scale We look forward to sharingmore information

andupdateson thisinitiative in the quartersahead



Fiscal Q4 2018 and Full Year 2018 Financial Highlights:

Our Q4’18 resultsdemonstrateour continued commitmentto balancing
growth and profitability. While growing net revenue by 23.2% we
expandedboth our grossmargin and adjustedEBITDAnarginyear over
year as we scaledexistingand new categories,gained efficiencies,and
managed our costs During the quarter, we also continued to fund
investments for the long term, enabled by our capitatlight model,
inventorymanagementocus,and positivefree cashflow.

Active Clients

We grew our active client count to 2.7 million as of July 28, 2018 an
increaseof 548,000and 25.0%year over year. We define an activeclient
as a client who checkedout a Fix in the precedingl2-month period,
measuredasof the lastdate of that period. A clientchecksout a Fixwhen
he or sheindicateswhich items he or sheis keepingthrough our mobile
appor website

Net Revenue

We grewour net revenueto $318.3 million in Q4'18, comparedto $258.3
million in Q4'17, an increaseof 23.2% year over year. For fiscal year
2018 we delivered$1,226.5 million of net revenue,an increaseof 25.5%
year over year. Our performancefor the quarter and fiscal year was

primarily driven by our growth in active clientsfrom both our Wo me n

andM e ncategories

Net revenueper activeclient for the 12 monthsendedJuly28, 2018was
$447, an increaseof 0.4% comparedto the 12 months ended July 29,
2017 Thisimprovementwas driven by better personalizationthrough
stronger styling and merchandisingas well as our efforts to acquire
clientsbetter matchedfor our service Asdiscussegreviously we expect
this metric to declinein future quartersaswe continueto expandinto
Me n 'Phis, and Kids, and further penetrate the lower price point
market

Gross Margin

Q4’18 grossmarginwas44.4% comparedto 43.5%in Q4'17, anincrease
of 90 basispoints. Thisimprovementwaslargelydriven by the decrease
of our inventoryreserveand clearanceexpensewhichresultedfrom the

strengthening of our inventory managementcapabilities, as well as
reducedshrink Grossmarginfor fiscalyear 2018 was 43.7%, compared
to 44.5%for fiscalyear 2017, a decreaseof 80 basispoints. Thisdecline
was primarily attributable to an increasein shrink, higher shipping
expenseand our expansioninto new categories Partially offsetting this

declinewasthe decreasein our inventory obsolescenceeservesdue to

improvedinventorymanagement

2Discounts, sales tax and estimated refunds are deducted from revenue to arrive at net revenue.
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Selling, General & Administrative Expenses

SG&A (%)
Q4'18 SG&Awas $133.3 million, or 41.9% of net revenue,comparedto .
Q4’17 SG&Aof $112.0 million, or 43.4% of net revenue,a decreaseof - 50/41.2%40,2%43.40/041.9%
150 basispoints. We drove a 90 basispoint improvementin variable 31.7% 07

labor primarily through systemenhancementsn our warehousesThe
remainingbalanceof the improvementwasdriven by leveragein other
operatingexpensesTheseefficiencieshelpedto offset our investments
in longterm technologycapabilitiesas we expandedour data science
and engineeringteams For fiscalyear2018 SG&Awas $493.0 million,
or 40.2% of net revenue,comparedto $3815 million and 39.0% of net
revenuefor fiscalyear 2017, which excludesthe impact of the $21.3
million compensationexpenserelated to certain employeestocksales
This yearoveryear increaseof 120 basis points was driven by our
investments in talent, and the associatedincrease in stockbased
compensationexpense,partially offset by improvementsin variable
labor.

FY'1I5FY'16 FY'17 FY'18Q4'17Q4'18

Advertising We continue to make strategic marketing investments
designedto achievenearterm payback Advertisingexpenseincreased
year over year from $23.7 million in Q4’17 to $28.9 million in Q4’183
Advertisingas percentageof net revenue decreasedl10 basis points
year over year from 9.2%in Q4’17 to 9.1%in Q4'18. Fiscalyear 2018
advertisingexpensewas$1021 million or 8.3%of revenue,anincrease
of 110basispointsyearoveryear.

Net Income and Earnings Per Share

Q4’18 net incomewas$18.3 million, or 5.7%of net revenue,compared
to Q4’17 net lossof $(4.5) million, or (1.7)%of net revenue,anincrease

NET INCOME (LOSS) ($M)

in margin of 740 basispoints. Q4’18 diluted earningsper share was $44.9)

$0.18 and non-GAAPdiluted earningsper sharewas $0.17. In Q4’17 $33.2

diluted lossper sharewas$(0.18) and non-GAARdiluted lossper share, $20.9 $18.3
which excludesthe impact of preferred stock warrant liability, was ($.6) 5(354.5) .
$(0.04). In fiscalyear 2018 we generatednet income of $44.9 million,

or 3.7% of net revenue,diluted earningsper shareof $0.34, and non-
GAAPdiluted earningsper share of $0.39. In fiscal year 2017, we
generatednet loss of $(0.6) million, diluted loss per share of $(0.02),
andnon-GAARliluted earningsper shareof $0.57.4°

FY'1S5FY'16 FY'17FY'18Q4'17Q4'18

In Q4'18, incometax expensedecreasedby $9.4 million primarily due
to tax benefits from stockbasedcompensationdeductionsassociated
with shareholderactivity within the quarter. Also, as a result of filing
our tax returns, we realized tax benefits attributed to researchand
developmentax creditsandcertainother deductions

3 Advertising expenses include the costs associated with the production of advertising, television, radio and onlinegadvertisin

4All earnings per share figures reflect amounts attributable to common stockholders.

5We define nofGAAP earnings per share as diluted EPS excluding, when present, the per share impact of the remeasuremestiaftpodfwarrant
liability, compensation expense related to certain stock sales by current and former employees, and the related taxfithpaet#ems, if any, as well as the
per share impact of the remeasurement of our net deferred tax assets in relation to the adoption of the Tax Cuts anthdbbdJA8tin December 2017.



In fiscalyear2018 we realizedadditionaltax benefitscomparedto the
year prior. Thesetax benefits were primarily related to a reductionin
the corporateincometax rate dueto the enactmentof the TaxCutsand
Jobs Act, stockbased compensation deductions associated with
shareholderactivity, exclusionof gain on remeasurementof preferred
stock warrant liability, research and development tax credits, and
certaindeductionsasa resultof filing our tax returns.

Adjusted EBITDA

Q4’18 adjusted EBITDAwas $11.1 million, or 3.5% of net revenue,
comparedto Q4’17 adjusted EBITDAof $2.4 million, or 0.9% of net
revenue, an increaseof 260 basispoints. Thismargin expansionwas
primarily the result of our improved grossmargin and our ability to
leverageour variablelabor aswe continueto drive top-line growth. In
fiscal year 2018 we generatedadjusted EBITDAof $53.6 million, or
4.4% of net revenue,a 180 basispoint decreasefrom fiscalyear 2017.
This decline was driven by our investmentin technologytalent and
advertisingspendyear over year. Note that we do not excludestock
basedcompensationexpense,which we considerto be a real cost of
runningthe businessfrom our adjustedEBITDA&alculation

Inventory and Free Cash Flow

In fiscalyear2018 we deliveredinventory growth that wasin line with
our net revenuegrowth and we drove inventory turns of over 6 times.
Theseresults are a testamentto the health of our inventory and the
strength of our algorithms that support our buying, allocation, and
stylingactivities Our capitatight businessmodelhasalsoallowedusto
generatestrong free cashflow evenaswe investin new merchandise
offerings and expandour client basethrough categoryexpansionsin
fiscalyear2018 our capitalexpenditurestotaled $16.6 million, or 1.4%
of net revenue ,while we generatedfree cashflow of $55.6 million.”

ADJUSTED EBITDA ($M)®

$72.6 !
$60.6 $53.6

$42.1 |
$11.1

$2.4
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For more information regarding the non

GAAP financial measures discussed in this
letter, please see "Ne@BAAP Financial

Measures," below, including the

reconciliations of our neGAAP measures
to their most directly comparable GAAP

financial measures included at the end of

this letter.

6 We define adjusted EBITDAm income (loss) excluding other (income), net, provision (benefit) for income taxes, depreciation and amortizationand, wh
present, the remeasurement of preferred stock warrant liability and compensation expense related to certain stock sakrg bpadformer employees
“We define free cash flow as cash flow from operations reduced by purchases of property and edhigiaeatincluded in cash flow from investing

activities.



Guidance:

Ourfinancialoutlook for Q1'19, whichendson October27, 2018 and for
fiscalyear2019 whichendson August3, 2019, isasfollows:

Q1’19
Net Revenue $354—$360 million 20%—-22% YoY growt
Adjusted EBITDA $5—%$9 million 1.4%—2.5% margin

Fiscal Year 2019

Net Revenue $1.47-$1.53 billion 20%-—25% YoY growt

Adjusted EBITDA $20—$40 million 1.4%-2.6% margin

Fiscal2019is a 53-week fiscal year with Q4’19 consistingof 14 weeks
Ourfiscalyear2019guidancereflectsthe impactof this additionalweek

Our adjustedEBITDAyuidancealsoreflectsthe talent and infrastructure
investmentswe are makingto prepare for our expectedlaunchin the
U.K by the end of the fiscal year. Our net revenue guidancedoes not
includeanyimpactof our plannedU.K. launch

We havenot reconciledour adjustedEBITDAutlookto GAARet income
(loss)becausewe do not provide an outlook for GAAPnet income (loss)
due to the uncertaintyand potential variability of other income,net and
provision for (benefit from) income taxes, which are reconcilingitems
between adjusted EBITDAand GAAPnet income (loss) Becausesuch
items cannot be reasonablypredicted, we are unable to provide a
reconciliation of the non-GAAP financial measure outlook to the
corresponding GAAP measure However, such items could have a
significanimpacton GAARet income(loss)

Closing

We will host a conferencecall and earningswebcastat 2:00pm Pacific
time/5:00pm Easterntime today to discussheseresults A live webcast
will be accessible on Stitch F i xinvestor relations website at
investorsstitchfixcom. Interested parties can accessthe call by dialing
8004584121 in the US or 3237942093 internationally, using
conferencecode 8417189 Thecallwill alsobe availablevia live webcast
at investorsstitchfixcom. Thankyou for taking the time to read our
letter, andwe look forward to your questionson our callthis afternoon

Sincerely,

Katrina Lake, Founder and CEO
Paul Yee, CFO

MEDIA CONTACT
media@stitchfix.com

INVESTOR RELATIONS CONTACT
ir@stitchfix.com
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Stitch Fix, Inc.
Condensed Consolidated Balance Sheets
(Unaudited)
(In thousands, except share and per share amounts)

July 28, 2018 July 29, 2017
Assets
Current assets:
Cash and cash equivalents $ 297,51t $ 110,60t
Restricted cash 25C 25C
Inventory, net 85,09: 67,59:
Prepaid expenses and other current assets 34,14¢ 19,31:
Total current assets 417,00¢ 197,76:
Property and equipment, net 34,16¢ 26,73:
Deferred tax assets 14,10: 19,99:
Restricted cash, net of current portion 12,60( 9,10C
Other longterm assets 3,70z 3,61¢
Total assets $ 48158 $ 257,20
Liabilities, Convertible Preferred Stock and
Current liabilities:
Accounts payable $ 79,78. $ 44,23¢
Accrued liabilities 43,03: 46,36
Preferred stock warrant liability 3 26,67¢
Gift card liability 6,814 5,19(
Deferred revenue 8,87( 7,15(
Other current liabilities 3,72¢ 4,29¢
Total current liabilities 142,23: 133,91¢
Deferred rent, net of current portion 15,28¢ 11,78:
Other longterm liabilities 8,99: 7,423
Total liabilities 166,51 153,12:
Convertible preferred stock, $0.00002 par value ! 42,22
Stockhol dersd equity:
Preferred stock, $0.00002 par value o
Class A common stock, $0.00002 par value 1
Class B common stock, $0.00002 par value 1 1
Additional paidin capital 235,31. 27,00:
Retained earnings 79,75¢ 34,85¢
Tot al stockhol dersd equity 315,07: 61,86
Tot al l'iabilities, convertible preferred stoc $ 48158 $ 257,20!
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Stitch Fix, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Income (L0sS)
(Unaudited)
(In thousands, except share and per share amounts)

For the Three Months Ended For the Fiscal Year Ended
July 28,2018  July 29,2017  July 28,2018  July 29, 2017

Revenue, net $ 318,29 $ 258,28" $ 1,226,500 $ 977,13t
Cost of goods sold 176,87 146,04 690,48! 542,71t

Gross profit 141,41¢ 112,23t 536,02: 434,42:
Selling, general and administrative expenses 133,30: 112,02¢ 492,99t 402,78:
Operating income 8,11¢€ 21C 43,02¢ 31,64(
Remeasurement of preferred stock warrant liability 8 3,37¢ (10,68%) 18,88:
Other income, net (760) (17 (1,009 (42)
Income (loss) before income taxes 8,87¢ (3,147) 54,71 12,80:
Provision (benefit) for income taxes (9,409) 1,36( 9,81°% 13,39¢
Net income (loss) and comprehensive income (loss) $ 18,28. $ (4507) $ 44900 $ (594
Net income (loss) attributable to common stockholders:

Basic $ 18,24« $ (4507) $ 3554: % (594

Diluted $ 18,24¢ $ (4507) $ 27,28¢ % (594
Earnings (loss) per share attributable to common stockholders:

Basic $ 0.1¢ $ (0.2§) $ 047 $ (0.02)

Diluted $ 0.1 3 (0.1¢) $ 034 3 (0.02)
Weightedaverage shares used to compute earnings per share attributable to
common stockholders:

Basic 98,019,57 25,708,01 75,947,75 24 973,93

Diluted 102,782,00 25,708,01 81,288,41 24,973,93
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Stitch Fix, Inc.

Condensed Consolidated Statements of Cash Flow

(Unaudited)
(In thousands)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Deferred income taxes
Remeasurement of preferred stock warrant liability
Inventory reserves
Compensation expense related to certain stock sales by current and former employees
Stockbased compensation expense
Excess tax benefit related to stez&sed compensation expense
Depreciation and amortization
Loss on disposal of property and equipment
Change in operating assets and liabilities:
Inventory
Prepaid expenses and other assets
Accounts payable
Accrued liabilities
Deferred revenue
Gift card liability
Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Purchase of property and equipment
Net cash used in investing activities
Cash Flows from Financing Activities
Proceeds from initial public offering, net of underwriting discounts paid
Proceeds from the exercise of stock options
Excess tax benefit related to stezksed compensation expense
Repurchase of Class B common stock related to early exercised options
Payment of deferred offering costs
Net cash provided by (used in) financing activities
Net increase in cash and restricted cash
Cash and restricted cash at beginning of period
Cash and restricted cash at end of period
Components of cash and restricted cash
Cash
Restricted cash current portion
Restricted cash long-term portion
Total cash and restricted cash
Supplemental Disclosure
Cash paid for income taxes
Supplemental Disclosure of NorCash Investing and Financing Activities:
Purchases of property and equipment included in accounts payable and accrued liabilities
Capitalized stoclbased compensation
Leasehold improvements paid by landlord
Vesting of early exercised options
Conversion of preferred stock upon initial public offering
Reclassification of preferred stock warrant liability upon initial public offering
Deferred offering costs included in accrued liabilities
Deferred offering costs paid in prior year

For the Fiscal Year Ended

July 28, 2018 July 29, 2017

$ 44900 $ (594)

6,58¢ (6,729

(10,689 18,881

1,91¢ 3,501

5 9,60¢

15,40: 3,54¢

5 62

10,54: 7,65¢
158 5

(19,416 (26,379

(17,30) (7,596

35,50 7,841

(3,595 17,74¢

1,72 2,71¢

1,62 1,99:

4,831 6,307

72,17t 38,62

(16,565 (17,130

(16,565 (17,130
129,04¢ 5

5,78¢ 2,34¢

5 62

(39) (3,557)

3 (1,879

134,79 (3,029

190,408 18,46¢

119,95t 101,49

$ 31036t $ 119,95t

$ 297,51t $ 110,60

25¢ 25¢

12,60( 9,10¢

$ 31036t $ 119,95t

$ 1007 $ 28,02:

$ 795 % 111

$ 882 $ 164
$ 8 $ d

$ 98t $ 891
$ 4222, $ 5
$ 1599 $ 5

$ 5 3 50¢
$ 187¢ $ 5
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Non-GAAP Financial Measures

We report our financial results in accordance with generally accepted accounting principles in the United States, or
GAAP. However, management believes that certair@®AAP financial measures provide users of our financial
information with additional useful information in evaluating our performance. Management believes that excluding
certain items that may vary substantially in frequency and magnitude pespediod from net income (loss) and
earnings (loss) per share (AEPSO0) provides useful s
generate earnings and to more readily compare these metrics between past and future periods. Management also
believes that adjusted EBITDA and adjusted EBITDA margin are frequently used by investors and securities
analysts in their evaluations of companies, and that such supplemental measures facilitates comparisons between
companies. We believe free cash flow is an important metric because it represents a measure of how much cash
from operations we have available for discretionary anddiseretionary items after the deduction of capital
expenditures. These n@AAP financial measures may be different than similarly titled measures used by other
companies. For instance, we do not exclude sbasled compensation expense from adjusted EBITDA or non

GAAP net income. Stoekased compensation is an important part of how we attract and retain our employees, and
we consider it to be a real cost of running the business.

Our norGAAP financial measures should not be considered in isolation from, or as substitutes for, financial
information prepared in accordance with GAAP. There are several limitations related to the use of@NARoON
financial measures as compared to the closest comparable GAAP measures. Some of these limitations include:

A our nonGAAP net income, adjusted EBITDA, adjusted EBTIDA margin and@8@AP EPSi diluted
measures exclude compensation expense that we recognized related to certain stock sales by current and forme

employees;
A our nonGAAP net income and neBAAP EPSi diluted measures exclude the impact of the remeasurement of
our net deferred tax assets following the adopti on

A our nonGAAP net income, adjusted EBITDA, adjusted EBITDA margin and@8@P EPSi diluted
measures exclude the remeasurement of the preferred stock warrant liability, which-caamerpense
incurred in the periods prior to the completion of our initial public offering;

A adjusted EBITDA and adjusted EBITDA margin also exclude the recurring;asinexpenses of depreciation
and amortization of property and equipment and, although these acastoexpenses, the assets being
depreciated and amortized may have to be replaced in the future;

A adjusted EBITDA and adjusted EBITDA margin do not reflect our tax provision, which reduces cash available
to us; and

A free cash flow does not represent the total residual cash flow available for discretionary purposes and does not
reflect our future contractual commitments.



We define adjustedEBITDA as net income (loss) excluding other (income), net, provision (benefit) for income

taxes,depreciatiorandamortizationand,whenpresentthe remeasuremenmf preferredstockwarrantliability and

compensatioexpenseelatedto certainstocksalesby currentandformeremployeesThe following tablepresents
areconciliationof netincome(loss),the mostcomparabléGAAP financial measureto adjustedEBITDA for each
of the periodspresentedin thousands)

For the Three Months Ended For the Fiscal Year Ended
(in thousands) July 28, 2018 July 29, 2017 July 28, 2018 July 29, 2017
Adjusted EBITDA reconciliation:
Net income (loss) $ 18,28: $ (4,507 $ 44,90C $ (594)
Add (deduct):
Other income, net (760) (17) (1,004) (42)
Provision (benefit) for income taxes (9,40%) 1,36( 9,81: 13,39¢
Depreciation and amortization 3,004 2,23t 10,54: 7,65¢
Remeasurement of preferred stock warrant liability 3 3,374 (10,68 18,88:
Compensation expense related to certain stock sales by curret
former employees 3 3 3 21,28
Adjusted EBITDA $ 11,12 $ 2448 $ 53,56t $ 60,57¢

We define nonGAAP netincomeas netincome (loss) excluding,when presentthe remeasuremerdf preferred
stockwarrantliability, compensatiorexpenseelatedto certainstock salesby currentandformer employeesand

therelatedtax impactsof thoseitems,aswell asthe remeasurementf our netdeferredtax assetsn relationto the

adoptionof the Tax Act. The following table presentsa reconciliationof netincome (loss),the mostcomparable
GAAP financialmeasureto nonGAAP netincomefor eachof the periodspresentedin thousands)

For the Three Months Ended For the Fiscal Year Ended
(in thousands) July 28, 2018 July 29, 2017 July 28, 2018 July 29, 2017
Non-GAAP net income reconciliation:
Net income (loss) $ 18,28: $ (4,507 $ 44,90C $ (594
Add (deduct):
Remeasurement of preferred stock warrant liability 3 3,37¢ (10,685 18,88:
Compensation expense related to certain stock sales by current and
former employees 3 ) 3 21,28:
Tax impact of noFiGAAP adjustments 3 3 3 (8,890)
Impact of Tax Act! (521) 5 4,20¢ d
Non-GAAP net income (loss) $ 17,76: $ (1,13) $ 38,42: $ 30,68(

(1) The U.S. governmentenactedcomprehensivéax legislationin December2017 This resultedin a net chargeof $4.7 million for the
fiscal yearendedJuly 28, 2018anda netbenefitof $0.5 million for the threemonthsendedJuly 28, 2018 dueto the remeasuremerdf our
net deferredtax assetsfor the reductionin tax rate from 35% to 21%. The adjustmentto nonGAAP net income only includesthis
transitionalimpact It doesnotincludethe ongoingimpactsof thelower U.S. statutoryrateon currentyearearnings
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We definenonGAAP EPSasdiluted EPSexcluding,whenpresentthe per shareimpactof the remeasuremeraf
preferred stock warrant liability, compensatiorexpenserelated to certain stock salesby current and former
employeesandtherelatedtax impactsof thoseitems,if any,aswell asthe pershareimpactof theremeasurement
of our net deferredtax assetsin relation to the adoption of the Tax Act. The following table presentsa
reconciliation of EPS attributableto common stockholders- diluted, the most comparableGAAP financial
measureto nonGAAP EPSattributableco commonstockholders dilutedfor eachof the periodspresented

For the Three Months Ended For the Fiscal Year Ended
(in dollars) July 28, 2018 July 29, 2017 July 28, 2018 July 29, 2017
Non-GAAP earnings per share- diluted reconciliation:
Earnings (loss) per share attributable to common stockholdéwed $ 0.1& $ 0.1¢) $ 034 $ (0.02)
Per share impact of the remeasurement of preferred stock warrant
liability ® 3 0.1¢ 3 0.3€
Per share impact of compensation expense related to certain stock
sales by current and former employees 3 ) 3 0.4C
Per share impact from tax effect of RGAAP adjustments 3 3 3 (0.17)
Per share impact from Tax A®t (0.09) 5 0.0¢ 3
Non-GAAP earnings (loss) per share attributable to common
stockholders- diluted $ 017 $ (0.04) $ 03¢ $ 0.57

(1) For 2018 the preferredstock warrantliability was dilutive and includedin earningsper shareattributableto commonstockholders
diluted Thereforejt is notanadjustmento arriveatnonGAAP EPS- diluted

(2) The U.S. governmenienactedcomprehensivéax legislationin December2017. This resultedin a net chargeof $4.7 million for the
fiscal yearendedJuly 28, 2018anda netbenefitof $0.5 million for the threemonthsendedJuly 28, 2018 dueto the remeasuremertf our
net deferredtax assetsfor the reductionin tax rate from 35% to 21%. The adjustmentto nonGAAP net income only includesthis
transitionalimpact It doesnotincludethe ongoingimpactsof thelower U.S. statutoryrateon currentyearearnings

We define free cash flow as cash flow from operations reduced by purchases of property and equipment that are
included in cash flow from investing activities. The following table presents a reconciliation of cash flows from
operating activities, the most comparable GAAP financial measure, to free cash flow for each of the periods
presented (in thousands):

For the Fiscal Year Ended
(in thousands) July 28, 2018 July 29, 2017

Free cash flow reconciliation:

Cash flows from operating activities $ 72,17¢  $ 38,62¢
Deduct:

Purchase of property and equipment (16,565 (17,130
Free cash flow $ 55,61: $ 21,49¢
Cash flows used in investing activities $ (16,56%) $ (17,130
Cash flows from (used in) financing activities $ 134,790 $ (3,02¢)
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Forward-Looking Statements

This shareholder letter and related conference call and webcast contain flawking statements within the

meaning of the federal securities laws. All statements other than statements of historical fact could be deemed
forward looking, including but not limited to statements regarding our future financial performance, including our
guidance on financial results for the first quarter and full year of fiscal 2019; market trends, growth and

opportunity; competition; the timing and success of expansions to our offering and penetration of our target
markets, such as the launch of our offering in the United Kingdom; our ability to leverage our engineering and data
science capabilities to drive efficiencies in our business and enhance our ability to personalize; our plans related to
client acquisition, including any impact on our costs and margins and our ability to determine optimal advertising
methods; and our ability to successfully acquire, engage and retain clients. These statements involve substantial
risks and uncertainties, including risks and uncertainties related to our ability to generate sufficient net revenue to
offset our costs; the growth of our market and consumer behavior; our ability to acquire, engage and retain clients;
our ability to provide offerings and services that achieve market acceptance; our data science and technology,
stylists, operations, marketing initiatives, and other key strategic areas; risks related to international operations; and
other risks described in the filings we make with the Securities and Exchange Commission, or SEC. Further
information on these and other factors that could cause our financial results, performance and achievements to
differ materially from any results, performance or achievements anticipated, expressed or implied by these forward
looking statements is included in filings we make with the SEC from time to time, including in the section titled
ARi sk Factorsodo i n o uQforQefsaltguarter endedRAppl B8; 2018 FThesendoclinlents are
available on the SEC Filings section of the Investor Relations section of our website at:
http://investors.stitchfix.com. We undertake no obligation to update any fotaekithg statements made in this

letter to reflect events or circumstances after the date of this letter or to reflect new information or the occurrence of
unanticipated events, except as required by law. The achievement or success of the matters covered by such
forwardlooking statements involves known and unknown risks, uncertainties and assumptions. If any such risks or
uncertainties materialize or if any of the assumptions prove incorrect, our results could differ materially from the
results expressed or implied by the forwdrdking statements we make. You should not rely upon forward

looking statements as predictions of future events. Folvasdo ki ng st at ements represen
and assumptions only as of the date such statements are made.






