... PP

ST aeman T

' fid) i,jui,” i } i
‘—'Tﬁf .7’3. uhﬂg—-,-r—.

Joddg (o | % “u b

';\‘. L nl no i“'
]

Wi FE O | AT
!.! l'nl.!l‘.i!.l't'-' !.l-
N. ¥ ofls 'b- (e l

Z ‘

-.. \~
Sy

S i 7% iR M”jiui—-:-: o

L | "3“ *3 brlwi*w
e i H

m_ n v
The Most Compelllng Story in Reta|l il ’ c ol DR v;
Price Target of $250 L TN *

© Copyright 2019 | Citron Research | www.citronresearch.com | All Inquiries - info@citronresearch.com

L T

T e T

f” k,,i.,i“ ‘].yl




Background

* For the casual observer, RH, the former Restoration Hardware, is an upscale furniture retailer that
was turned around by design veteran and CEO Gary Friedman.

* This generalist overview of RH misses the forest through the trees as RH has created the most }
exciting concept in retail since the creation of the Apple store. .

* RH, much like the early days of any disruptive company, cannot be judged on a quarter to
quarter basis. True to the CEQO’s words, this has become a company with no peers.
Did you hear that? No competition domestic or international. 3

* Never a report has been written on Wall Street where the pictures are more valuable than
the words.
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From Restoration Hardware to RH Citren s

* Gary Friedman started RH as a mall-based furniture retailer and therefore has always been valued against
and given similar multiples to Ethan Allen, La-Z-Boy, and Williams Sonoma.

* This is what Restoration Hardware used to look like:
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What RH haS BeCOIIle Citren wseancn

€¢ | ike LVMH, we are building a luxury platform... Similar to Apple, we are designing a
seamlessly integrated ecosystem of businesses... our retail business is amplified and
rendered more valuable by our interior design business - both are amplified and rendered
more valuable by our physical galleries and real estate development business - and all
are amplified and rendered more valuable by our hospitality business. 99

- RH CEO, Gary Friedman
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The store is no longer just a place to buy Citren wsiuc
products—it is the product

The holy grail of retailing is to create a multi-generational venue where people congregate and obtain an
emotional attachment to the brand that supersedes the products sold in stores. There are only two
companies doing this on a grand scale: Apple... and RH.

While Wall Street has stay focused on the furniture that’s sold in the building it has completely disregarded
the moat and most importantly the optionality that the building itself has created.

*“ This new, next generation RH Galleries *“ Our whole concept was: How does the
are proven to be a destination within the store become more like a town square?
communities they reside. *° ..almost a community hub. *°

—— Hobbs + Black Architects —— Angela Ahrendts

Apple's SVP of retail and online stores
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RH,S Retail Stl‘ategy Citren wespanen

* RH is even taking a bite out of the Apple playbook with the “restoration” of historic landmarks.

RH Greenwich RH Chicago RH Boston

at the Historic Post Office at the Historic 3 Arts Club at the Historic
Museum of Natural History

Before Before Before
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How RH has Become the Most Important Citren wsena
Story in Retail

* With the decline of physical retail, RH has become the only significant anchor tenant for shopping districts.

Therefore, many landlords are offering to subsidize their buildout cost.

Case Study: RH Denver, The Gallery at Cherry Creek

I Ceree
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RH has been able to secure their new galleries at a rent per square foot that is about 50%
lower than their prior mall-based stores.

In 2019, all of RH’s real estate deals will be capital light where as much as 65% to 100% of
the capital requirement will be funded by the landlord, versus 35% to 50% previously.

And for the critics who say RH doesn’t own the buildings, so what? Neither does Apple.

If you still don’t get it, watch this video before you read on. RH Chicago at the Historic 3 Arts Club
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https://www.youtube.com/watch?v=7VMCm5vnZ-Q

RH - In | ClaSS by ItS@lf Citren rniseanen

* The transformation from Restoration Hardware to RH has created a company with no peer.

* Yet, Wall Street gives RH the same multiple as these companies:

RH Denver
The Gallery at Cherry Creek

¢¢ \We believe when you step back and consider: one, we are building a brand

with no peer; two, we are creating a customer experience that cannot be
replicated online; and three, we have total control of our brand from concept
to customer, you realize what we are building is extremely rare in today’s retail
landscape, and we would argue, will also prove to be equally valuable. 99

- RH CEO, Gary Friedman
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The Flltlll'e Of RH Citren nseancn

* What RH has built in North America over the past six years is nothing short of breathtaking. But, what is
most exciting is the future of RH internationally.

e It is of no doubt that RH is the leading name in luxury home goods/furniture.
* Currently, most luxury brands average 24% of their sales from North America.
 Without any competition globally, the opportunity is best articulated by Gary:
¢¢ The international opportunity may be as big or bigger than the U.S. opportunity because the competition is -

there's really no competition internationally when we look at what we're doing. We have all kinds of people
that want to license it, right, want to franchise it, license it and we've just said no to everybody. 99

¢¢ \We've never been more excited and opportunistic about the future. | mean, how important international can
be this business. There's no competition up in the air. | mean, when we open internationally it's going to

be a slingshot. 29
- RH CEO, Gary Friedman
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International combined with hospitality is why Gary cites a $7-$10 billion global opportunity.
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HOW DO YO“ Vallle Something Like RH? Citren rniseanen

* The stock is currently being valued at on par with Ethan Allen, La-Z-Boy, and Williams Sonoma.

* Without a doubt, Citron could say that the company deserves a luxury premium to its peers and the stock

should trade at a P/E multiple of at least 20x (i.e., in line with LVMH). At this valuation, RH would trade
at $200.

* Once Wall Street wakes up and realizes that RH is to furniture what Whole Foods is to groceries, the multiple
will readjust higher.

* Consider this: If RH traded at Whole Foods’ takeout valuation, RH would trade at $300.

* Note: Wayfair has more than 3x the market cap of RH, yet Wayfair faces direct competition
with Amazon, has no brand, and is unprofitable.
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RH has Become a Trophy Asset Citren s

* More so than Whole Foods, RH has become a trophy asset.

* Who would want to own the most important piece of real estate in every mid to high end shopping

area in the US with the best lease terms? LVMH? Amazon? Williams-Sonoma? Hotel Operators?
Private Equity?

LVMH Long-term strategy is focused on offering the consumer a full spectrum
of luxury experience.

Amazon Focused on acquiring high end consumer with most important retail locations.
Williams Inability to compete on the high end and the only deal they should be
Sonoma looking at.
RO Move into experiential luxury and new hotel line opportunit
operators P y PP Y
Private

Equity Rollout international and take public in another 6 years.
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Pl'ice TargEt Of $250 Citren rniseanen

e Citron understands Mr. Friedman is a polarizing CEO. However, regardless of whether you’re a bear or a
bull, the one undisputable fact is that Gary is more incentivized than any other investor in RH to monetize
his holdings at a much higher price (i.e., sell the company).

* When including options and incentives, Gary owns over 27% of RH.

* At the 2017 Investor Day, Gary noted:
“I'm the biggest shareholder in the company. | have the most to gain and | have the most
to lose here. This is like 97% of my net worth. This is not a casual investment.”

* We don’t believe RH will stay public for much longer. The value of RH is clear and we expect an offer to
be made that Gary can’t refuse. At 61 years old and over 40 years in retail, Gary has successfully
re-architected RH’s operating platform.

* As large shareholders, we would be disappointed if RH sold for anything less than $250 a share.
This would still make it less expensive than Wayfair.
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BuSineSS iS BOOIning Cit]‘ N reseanrcn

* We sent our team to RH stores across North America this past weekend. The stores were packed and the
wait was about 2 hours at each café.

Note: these pictures were taken this past weekend

RIH Rl R Rl

New York Chicago Palm Beach Toronto
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COHC]“SiOH Citren RESIARCT

* As an investor there is nothing more important than understanding when a narrative has changed.

* The move from Restoration Hardware to RH was more than a name change but it was a shift in corporate
strategy and retail concept that the world has never seen.

* |t is our opinion that RH will reward shareholders with an over 100% return in the next 24 months.

« Gary - We care about you. Please use some sunscreen.
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CalltiOllS InveSting tO All Citren RESIEARCH

These reports have been prepared by either Citron Research (“Citron Research”) or Citron Capital, LLC (“Citron Capital”). Citron Research and Citron Capital are referred to collectively as “Citron” and each individually
as a “Citron Entity.” Each report specifies the publisher and owner of that report. All reports are for informational purposes only. Under no circumstances should any of these reports or any information herein be
construed as investment advice, or as an offer to sell or the solicitation of an offer to buy any securities or other financial instruments.

Citron Research produces research reports on publicly traded securities, and Citron Capital is an exempt reporting adviser filed with the California Department of Business Oversight. The reports are the property of
the applicable Citron Entity that published that report. The opinions, information and reports set forth herein are solely attributable to the applicable Citron Entity and are not attributable to any Citron Related Person
(defined below) (other than the Citron Entity that published the report).

By downloading, accessing, or viewing any research report, you agree to the following Terms of Use. You agree that use of the research presented in any report is at your own risk. You (or any person you are acting as
agent for) agree to hold harmless Citron Research, Citron Capital and each of their affiliates and related parties, including, but not limited to any principals, officers, directors, employees, members, clients, investors,
consultants and agents (collectively, the “Citron Related Persons”) for any direct or indirect losses (including trading losses) attributable to any information in a research report. You further agree to do your own
research and due diligence before making any investment decision with respect to securities of the issuers covered herein (each, a “Covered Issuer”) or any other financial instruments that reference the Covered Issuer
or any securities issued by the Covered Issuer. You represent that you have sufficient investment sophistication to critically assess the information, analysis and opinion presented in any Citron report. You further
agree that you will not communicate the contents of reports and other materials made available by Citron to any other person unless that person has agreed to be bound by these Terms of Use. If you access,
download or receive the contents of Citron reports or other materials on your own behalf, you agree to and shall be bound by these Terms of Use. If you access, download or receive the contents of Citron reports or
other materials as an agent for any other person, you are binding your principal to these same Terms of Use.

You should assume that, as of the publication date of a Citron report, Citron Related Persons (possibly along with or through its members, partners, affiliates, employees, and/or consultants), Citron Related Persons
clients and/or investors and/or their clients and/or investors have a position (long or short) in one or more of the securities of a Covered Issuer (and/or options, swaps, and other derivatives related to one or more of
these securities), and therefore may realize significant gains in the event that the prices of a Covered Issuer’s securities decline or appreciate. Citron Research, Citron Capital and/or the Citron Related Persons may
continue to transact in Covered Issuers’ securities for an indefinite period after an initial report on a Covered Issuer, and such position(s) may be long, short, or neutral at any time hereafter regardless of their initial
position(s) and views as stated in the Citron research. Neither Citron Research nor Citron Capital will update any report or information to reflect changes in positions that may be held by a Citron Related Person.

Thisis not an offer to sell or a solicitation of an offer to buy any security. Neither Citron Research nor any Citron Related Person (including Citron Capital) are offering, selling or buying any security to or from any person
through any Citron research reports. Citron Research is affiliated with Citron Capital. Citron Capital is an exempt reporting adviser filed with the California Department of Business Oversight and is not registered as
investment adviser in any other jurisdiction. Citron Capital does not render investment advice to anyone unless it has an investment adviser-client relationship with that person evidenced in writing. You understand
and agree that Citron Capital does not have any investment advisory relationship with you or does not owe fiduciary duties to you. Giving investment advice requires knowledge of your financial situation, investment
objectives, and risk tolerance, and Citron Capital has no such knowledge about you.

The research and reports made available by Citron reflect express the opinion of the applicable Citron Entity as of the time of the report only. Reports are based on generally available information, field research,
inferences and deductions through the applicable Citron Entity’s due diligence and analytical process. To the best of the applicable Citron Entity’s ability and belief, all information contained herein is accurate and
reliable, is not material non-public information, and has been obtained from public sources that the applicable Citron Entity believe to be accurate and reliable, and who are not insiders or connected persons of the
Covered Issuers or who may otherwise owe a fiduciary duty, duty of confidentiality or any other duty to the Covered Issuer (directly or indirectly). However, such information is presented “as is,” without warranty of
any kind, whether express orimplied. With respect to their respective research reports, Citron Research and Citron Capital makes no representation, express or implied, as to the accuracy, timeliness, or completeness
of any such information or with regard to the results to be obtained from its use. Further, any research report contains a very large measure of analysis and opinion. All expressions of opinion are subject to change
without notice, and Citron does not undertake to update or supplement any reports or any of the information, analysis and opinion contained in them.

In no event shall Citron Research, Citron Capital or any Citron Related Persons be liable for any claims, losses, costs or damages of any kind, including direct, indirect, punitive, exemplary, incidental, special or,
consequential damages, arising out of or in any way connected with any information presented in any Citron report. This limitation of liability applies regardless of any negligence or gross negligence of Citron
Research, Citron Capital or any Citron Related Persons. You accept all risks in relying on the information presented in any report.

You agree that the information in any Citron research report is copyrighted, and you therefore agree not to distribute this information in any manner without the express prior written consent of the applicable Citron
Entity. If you have obtained Citron research reports in any manner other than as provided by Citron, you may not read such research without agreeing to these Terms of Use. You further agree that any dispute between
you and Citron and their affiliates arising from or related to this report or viewing the material presented herein shall be governed by the laws of the State of California, without regard to any conflict of law provisions.
The failure of Citron Research or Citron Capital to exercise or enforce any right or provision of these Terms of Use shall not constitute a waiver of this right or provision. You agree that each Citron Related Personis a
third-party beneficiary to these Terms of Use. If any provision of these Terms of Use is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give
effect to the parties’ intentions as reflected in the provision and rule that the other provisions of these Terms of Use remain in full force and effect, in particular as to this governing law and jurisdiction provision. You
agree that regardless of any statute or law to the contrary, any claim or cause of action arising out of or related to Citron report or related material must be filed within one (1) year after the occurrence of the alleged
harm that gave rise to such claim or cause of action, or such claim or cause of action be forever barred.
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