
Peloton: Breakdowns Research
By:  Colin Dismuke

Primary Research Sources
 and  Annual Report • 2020 2021

 and  10�K • 2020 2021

  • Q4 FY2021 Shareholder Letter

  • 2020 Analyst Day Presentation

Company History & Key People

History
2011� John Foley pitched Tom Cortese on the idea of making it possible for people with little time to get the 
experience of working out at a high-end cycling studio.

 •

January 2012� Peloton Interactive, LLC was founded. •
February 2012� Raised $0.4M from angel investors. •
November 2013� Sold first bikes through Kickstarter campaign at a price of $1,500. •
Early 2014� First production bike released. •
April 2014� First institutional investment from Tiger Global Management. •
January 2018� Tread+ unveiled. •
May 2018� Expansion plans into Canada and United Kingdom announced. •
June 2018� Acquired Neurotic Media, a music distributor. •
September 2019� IPO at $1.16B. •
October 2019� Acquired Tonic Fitness Technology, a Taiwanese manufacturing company. •
September 2020� Released a high-end version of their bike product, Bike+, and a lower-end treadmill, Tread. •
December 2020� Acquired Precor USA for $420M. Gained 625,000SF of manufacturing space in North 
Carolina and Washington.

 •

March 2021� Announced expansion into Australia. •
Fitness Modality Timeline •
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Source:  2020 Analyst Day Presentation

Funding Timeline •

Source:  Crunchbase

Key People
John Foley� Founder and CEO. Listen to  podcast with Reid Hoffman and  podcast with Guy Raz. Spent 
over a decade at IAC acting as CEO for several in-house startups before leaving for Barnes & Noble.

 • this this

Hisao Kushi� Fomer colleague at IAC Corporation and General Counsel for CitySearch, Evite, and several other 
IAC ventures. Advised Peloton part-time from founding until 2015 when he became the chief legal officer (the 
position he holds today).

 •

Tom Cortese� Another colleague at IAC where he was the VP Product of Pronto (while John Foley was CEO� 
and co-founder/CEO of  Given their working relationship in the past, Foley said “I would never start 
a company without [him].” He joined as co-founder/COO (currently the Chief Product Officer).

 •
Proust.com.
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Graham Stanton� Another colleague at IAC. He joined as a co-founder and SVP who oversaw technology, 
finance, legal, people, and marketing. Before leaving in March 2020, he acted as the GM of Peloton Digital. He 
currently serves as an advisor.

 •

Yony Feng� A software engineer who, through a mutual contact, became Peloton’s founding CTO (his current 
position). Feng built the first proof-of-concept Peloton bike in 2012 using a Schwinn stationary bike, off-the-
shelf sensors, and a microprocessor connected to an Android app.

 •

 

Business Model & Secret Sauce

Value Proposition
Peloton is the largest interactive fitness platform in the world. They pioneered connected, technology-enabled 
fitness, and the streaming of immersive, instructor-led boutique classes to users anytime, anywhere.

 •

 
Source:  May 2020 Company Overview

Connected Fitness Products •
Bike� The original Peloton product that has been interated on and refined since 2012. It is currently 
available in the US, Canada, United Kingdom, Germany, and Australia. The bike retails for �$1500.

 □

Bike+: The high-end version of the bike retails for $2500. It is currently available in the US, Canada, 
United Kingdom, Germany, and Australia. It comes complete with a 24 inch swivel screen, built in 
soundbar and digitally controlled magnetic resistance, among other things.

 □
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Source:  2020 Analyst Day Presentation

Tread� Peloton’s lower cost, and now only, treadmill offering. Available in the US, Canada, UK, and 
Germany �Fall 2021�.

 □

Source:  2020 Analyst Day Presentation
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Source:  2020 Analyst Day Presentation

Subscriptions •
Connected Fitness Subscriptions� Charged on a month-to-month basis, allow for multiple household users, 
and provide unlimited access to classes. As of June 30, 2021, there were 2.2 members/subscription.

 ○

In fiscal 2021, 42% of workouts completed were across non-cycling fitness verticals. □

 •

Source:   • 2020 Analyst Day Presentation

Peloton Digital� Included with all Connected Fitness Subscriptions but can be purchased standalone as 
well. As of June 30, 2021, 69% of Peloton users on Connected Fitness Subscriptions used Peloton Digital to 
supplement their workout regimen. In addition, Peloton Digital acts a user acquisition channel for Peloton’s 
Connected Fitness products.

 ○
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Source:  2020 Analyst Day Presentation

Market segments and geographies •
In FY 2021, 93% of revenue was generated in North America �US and Canada). However, the 
international share of revenue is growing and is key to future growth. The chart below shows potential 
markets for Peloton to expand into and subscribers assuming Peloton achieves 12 million subscribers in 
5 years.

 □

Source:  TDM Growth Partners

The 25�34 and 35�44 age groups make up the majority of Peloton users with the 25�34 age group 
growing fastest.

 □
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Source:  2020 Analyst Day Presentation

As the cost of Peloton’s hardware has come down, and with the rise of other financing methods like 
BNPL, plus as their marketing reach has spread, the balance of its user base has shifted away from the 
very well off (earning $200k+) to those earning more modest annual salaries.

 □

 
Source:  2020 Analyst Day Presentation

Key Metrics ○

Source:  2021 Annual Report

Distribution
Channels •

Online DTC and Inside Sales ○

E-commerce sales account for the significant majority of revenue (although not specifically broken out).  □

Physical Retail ○

123 showrooms as of June 30, 2021 □
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73% are large showrooms, 15% are microstores in high visibility locations, and 12% are in partner’s 
retail space.

 •

Commerical ○

Represents a small percentage of sales, however, commercial programs increase brand awareness and 
lead to more DTC sales.

 □

�14,000 Peloton bikes in 7,000 commerical locations. □

Corporate Wellness ○

Deliver on the promise to make Peloton more accessible. □

Logistics •
Built a network of last-mile field operations centers and distribution centers in order to provide in-home 
delivery and high-touch setup service and care.

 ○

Source:  2020 Analyst Day Presentation

Due to COVID�19, Peloton began to significantly scale it’s manufacturing and delivery capacity in order to 
reduce growing wait time after purchase.

 ○

Source:  2020 Analyst Day Presentation

The 2020 acquisition of  will also allow them to add manufacturing capability in North America. ○ Precor
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Economics
Revenue stream  •

Revenue is primarily generated from the sale of Connected Fitness Products �Bike, Bike+, Tread, etc.) and 
recurring subscription revenue.

 ○

Subscription revenue consists of revenue generated from their monthly $39.00 Connected Fitness 
Subscription and $12.99 Peloton Digital subscription.

 •

As of June 30, 2021, 3% of Connected Fitness Subscriptions had both a Bike and Tread product. •
The revenue split skews towards the Connected Fitness Products, however, subscriptions are gaining share. ○

  
Source:  2021 Annual Report

Revenue growth ○

Total revenue of $4,021.8 million, $1,825.9 million, and $915.0 million, respectively, representing 120% 
and 100% year-over-year growth for fiscal years 2021, 2020, and 2019.

 □

 •

Source:  2020 Analyst Day Presentation

As discussed earlier, the majority of revenue comes from North America. □
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Source:  2021 Annual Report

Cost structure •
Connected Fitness Product and Subscription Cost of Revenue are both increasing significantly - putting 
downward pressure on gross margins. Gross profit from Subscriptions is increasing �3.6x the rate of 
Connected Fitness Products.

 ○

  
Source:  2021 Annual Report

Connected Fitness Products cost of revenue was primarily driven by an increase in number of products 
sold, investments in expedited shipping, and increased shipping and component part costs through the 
supply chain issues created by COVID.

 □

The Connected Fitness Products Gross Margin decrease was driven by a price reduction for the Bike 
from $2,245 to $1,895, recalls of the Tread and Tread+, and shipping investments.

 □

Subscription gross margin and subscription contribution margin are key metrics that Peloton tracks — both 
are expanding.

 ○

  
Source:  2021 Annual Report

Over the past 3 fiscal years, sales and marketing has accounted for 40�60% of the total operating 
expenses.

 ○

Profitability •
For fiscal years 2021, 2020, and 2019, Peloton had net losses of $�189.0� million, $�71.6� million, and 
$�195.6� million, respectively.

 ○
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As of June 30, 2021, Peloton had $1.6B in cash, cash equivalents, and investments in marketable securities. ○

Based on a Q4 FCF loss of $�480.7� million, Peloton will need to raise more cash within the next year, all 
else being equal. Either by raising equity or adding debt to the balance sheet (currently only $830M in 
convertible notes).

 □

Competitive Advantage
Vertically Integrated  •

Source:  2020 Analyst Day Presentation

Technology� Invest substantial resources �$248M �6.2% of revenue], $89M �4.9% of revenue], and $55M in FY 
2021, 2020, and 2019, respectively) in research and development to enhance the platform, develop new 
products and features, and improve the speed, scalability, and security of the platform infrastructure.

 •

Content and Music •
Use performance data from user’s workout habits to evolve and optomize class type, length, and music. ○

Produce content in New York and London with 40 instructors across 11 fitness and wellness categories. ○

As Peloton expands further internationally, they will start to produce more localized content. There are 
currently 5 British and 3 German instructors in London.

 ○

Content is currently produced in English, German, and Spanish. ○

Music Technology ○

Peloton views music as an integral part of the workout experience — developing a proprietary music 
platform that tailors curated playlists to each users musical preferences. Peloton instructors must create 
their own playlists for each workout and cannot use the same song twice in one month.  

 □

As of June 30, 2021, Peloton has a library of 2.6M songs under license — one of the largest audiovisual 
connected fitness music catalogs in the world.

 □

Continuing to impove the music platform: □

data-driven playlist recommendations for instructors and music supervisors to use in developing 
class plans

 •

instructor-facing song search and filtering functions, including the ability to search by song length 
and beats per minute

 •

real-time music and content management and reporting •
a display of every song played in a class, including artist name and associated artwork •
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ability for users to "like" songs they discover anywhere on the platform and save it to their profile •
integrations with Spotify and Apple Music, enabling users to sync songs they hear on Peloton to their 
streaming service

 •

strengthening and leveraging artist partnerships on and off-platform for deeper membership 
engagement and heightened brand profile

 •

Membership and Support Services •
Membership team helps curate goal-based challenges, awards digital badges for Member 
accomplishments, and sends Peloton-branded “Century Club” shirts after a Member’s 100th class.

 ○

Membership team communicates with users who haven't used Peloton recently to reduce churn. ○

Community  •
A near-perfect NPS score of 94. ○

 □

Source:  2020 Analyst Day Presentation

Engagement •
Newer user cohorts show the highest engagement as measured by workouts/month. However, older 
cohorts continue to grow as well. 

 ○
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Source:  2020 Analyst Day Presentation

Churn has been kept extremely low throughout Peloton’s existence. ○

Source:  2020 Analyst Day Presentation

Competitive Position

Industry
Competition, industry concentration, and industry growth •

Peloton has the first mover advantage and overall lower cost, however, a significant number of competitors 
across different market segments exist. 

 ○

Source:  May 2020 Company Overview
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Source:  Forbes

Peloton currently competes mainly with high-end gyms, connected products like Tonal and Mirror, and apps 
like Zwift and Apple Fitness.

 ○

According to credit and debit card transaction data, Soul Cycle’s revenue at the beginning of 2020 
decreased 30%. Then COVID�19 forced the closure of the majority of fitness studios — this led to lay-
offs and pay cuts.

 □

Flywheel launched its own at-home exercise bike in 2017 but was sued for patent infringement by 
Peloton. After losing the legal battle with Peloton, COVID�19 forced the closure of 25% of their fitness 
studios. In April 2020, Flywheel’s lenders took control and began selling off the rest of the fitness studio 
network.

 □

The US home fitness equipment market was valued at $14.5B in 2020 and is forecasted to grow at a CAGR 
of 2.9% through 2025.

 ○
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Source:  Statista

The fitness and wellness industry globally is massive and growing. ○

Source:  May 2020 Company Overview

Peloton’s current TAM is approximately 10x it’s current Connected Fitness Subscription (owners of Bike, 
Tread, etc.) user base.

 ○
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Source:  2020 Analyst Day Presentation

Position within the industry
Market share •

5.8M members (paid Connected Fitness Subscription and/or Peloton Digital Subscription) as of June 30, 
2021

 ○

As of June 30, 2021, 2020 and 2019, 2.33M, 1.09M and .51M Connected Fitness Subscriptions, respectively, 
representing 114% and 113% year-over-year growth.

 ○

Biggest risk(s) to competitive position •
Peloton faces competition in both Connected Fitness Products and Pelton Digital. ○

Apple Fitness is cheaper and has the power of Apple’s balance sheet behind it. □

Zwift has saturated the market with avid cyclists and triathletes. □

Their are other high-end products, like Tonal and Mirror, that have the ability to provide much of the value of 
Peloton Digital.

 ○

Fitness and wellness are fad-driven markets. If Peloton is not able to adapt to changing market 
sentiment/taste then they will have difficultly remaining competitive.

 ○
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Jay Hoag � Calibrating Market 
Adoption

Colossus Learn about why TCV invested in Peloton when 
everyone else passed them over.

https://joincolossus.com/ep
isodes/80028950/hoag-
calibrating-market-
adoption?tab=blocks

Live Episode! Peloton: John 
Foley

Podcast The founding story of Peloton told by the 
founder and CEO, John Foley.

https://podcasts.apple.com
/us/podcast/live-episode-
peloton-john-
foley/id1150510297?
i=1000436798099

Peloton’s John Foley � How to 
turn skeptics into fans

Podcast Reid Hoffman and John Foley discuss one of 
the most epic “No-to-Yes” stories in startup 
history.

https://podcasts.apple.com
/us/podcast/70-pelotons-
john-foley-how-to-turn-
skeptics-into-
fans/id1227971746?
i=1000489105815

How Peloton Built the 
Foundation for Enduring 
Success

Article Columbia Business School case study on 
Peloton’s success in the connected fitness 
category. �1 license for the case study was 
purchased through HBR.]

 
https://colindismuke.com/re
search/peloton.pdf

Peloton: An oral history — from 
‘janky, broken’ prototype bikes 
to Champagne bottle-popping

Article History of Peloton as told by the co-founders. https://fortune.com/2021/0
2/04/peloton-bike-
company-oral-history/

'What we need to believe’ for 
an investment thesis — a case 
study on Peloton

Article A look at technology adoption through the 
lense of Peloton’s business.

https://medium.com/tdm-
tidbits/what-we-need-to-
believe-for-an-investment-
thesis-a-case-study-on-
peloton-9fec53b02191
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