Q3 2021

Letter to Shareholders

Key Highlights from Q3
Continued Strong Growth
 Total Generated Premium in-Force
of $553m, a $52m increase QoQ and
47% increase YoY
 94% YoY growth in Total Generated
Premium
 Raising 2021 guidance for TGP to
$600-605m
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 Continued geographical diversification
with 63% of new Hippo premium
outside of Texas and California (up
from 55% in Q2’21)

Combining Differentiated
Technology with Innovative
Distribution Channels
 Launching a new partnership with
PennyMac, accessing millions of
additional potential customers
 Differentiated technology allowing us
to quote millions of customers within
days via APIs, unlocking nationalscale partners
 Enabling our multi-carrier strategy by
dynamically assigning customers to
their optimal rate plan
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(1) On Hippo Programs.
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Delivering On Our Promise
Dear Shareholders,
Q3 was an incredibly strong quarter for Hippo. Our results demonstrate exciting
progress in the areas of our business that matter most. We delivered robust
growth, improved our Gross Loss Ratio, and made a number of investments
which will strengthen our foundation for the future.
Total Generated Premium grew 94% year over year, premium retention increased
to 89%, and customer satisfaction remained among the highest in the industry.
We are now more convinced than ever that partnering with our customers to
proactively protect their homes and prevent losses is setting a new standard for
the industry and is positioning Hippo for long-term success.
Our omni-channel distribution strategy continues to deliver. In addition to
the strong results in our direct, independent agent, and builder channels, we
launched a major new partnership with national home lender PennyMac, giving
us the opportunity to offer quotes to millions of additional homeowners.
Reflecting our strong performance in Q3 and our expectations of continued
momentum in Q4, we are raising our 2021 guidance for Total Generated Premium
from the $560 to $570 million we shared last quarter, to $600 to $605 million.
We also delivered an improved Gross Loss Ratio during the quarter, coming in at
128% vs. 155% a year ago. While we are pleased by the progress, we still have
work to do to reach our long-term targets. Later in this letter we describe how
we are using our proprietary technology to learn and implement changes at an
accelerated pace to continue our momentum in this area.
Another advantage that we now have is a world-class insurance leadership
team. In recent months, we have welcomed new leaders of our actuarial, underwriting, carrier and risk functions, and announced the future addition of a new
leader for our claims organization. This team brings many decades of experience
at leading insurance companies and sees the power in the technology platform
that we have built to deliver better insurance results for Hippo.
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We are excited by the rapid operational progress we are making under these
new leaders. It will take time for the changes we are making to work their way
into our reported results, but early signs are positive and we are more confident
than ever that we will deliver.
In an unpredictable environment impacted by pandemics, climate change, and
inflation, we believe that our tech-driven operating agility allows us to act more
quickly and decisively than our competitors, and puts us in a solid position to
win long-term.

Assaf Wand
Founder & CEO
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Q3 Results
Q3 Highlights
Total Generated
Premium in-Force

Total Generated
Premium

Premium
Retention1

+47% YoY

+94% YoY

+2pp YoY

$553M

$162M

Revenue

$21M
+64% YoY

89%

Gross
Loss Ratio

128%

-27pp YoY

Q3 Financials:
KPIs and Non-GAAP Financials
Our third quarter results highlight the ongoing strong demand from customers for
our products and services, our improving loss ratio, and early indications that we
are seeing the benefits of operating leverage as we grow.

(1) On Hippo Programs
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Total Generated Premium Up 94%, Revenue Up 64%

Total Generated Premium, or TGP, was up 94% year over year to $162 million in
Q3. Pro-forma for the acquisition of Spinnaker, TGP was up 51% year over year.
Additions to our book of business, or “new” total generated premium were up
66% year over year (on a proforma basis) to $75 million, which is an acceleration
from 53% last quarter.
We continue to geographically diversify. Led by growth in Colorado and New Jersey,
63% of new Hippo homeowners premium in the quarter came from states outside of
Texas and California, up from 55% last quarter. As our business grows nationally, we
are continuing to develop a much more balanced portfolio of geographic exposure,
which should help reduce the volatility of our loss ratio over time.
Revenue was up 64% year over year to $21 million, driven by the growth in Total
Generated Premium.

Customers Stay With Us

Premium retention remained strong and continued to edge upward, reaching
89% in the quarter. Our high retention rates are a driver of top line growth, and
because loss frequency declines with customer age, a benefit to improving loss
ratio over time.

Loss Ratio Improving

As we highlighted last quarter, geographic concentration in homeowners insurance can result in higher loss ratio volatility. While our concentration in north
Texas worked against us in the first half of 2021 due to historically bad weather,
it benefited us in Q3.
The industry was hit hard by the devastation of Hurricane Ida this quarter, but we
managed to improve our Gross Loss Ratio to 128%, down from 155% last year.
Prior period reserves remained stable with minor favorable development.
Digging deeper into the components of Gross Loss Ratio, catastrophic
weather losses contributed 50 percentage points of loss ratio in Q3, versus 75
percentage points a year ago. Our underlying attritional loss ratio was 63%, a
five percentage point improvement from a year ago.
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Innovation Enabled By Technology

Our technology platform has enabled a number of enhancements
to our underwriting:
 Incorporated new carrier relationships to implement our multi-carrier
strategy. Ally filings have been made in 14 states and Incline filings
have been made in Massachusetts and North Carolina. These will
allow us more flexibility to match the right price to the right risk.
 Incorporated 5 new data sources during the quarter and added 50
new variables to our data sets which we expect to introduce in Q4.
 Adjusted rates, both upward and downward, to calibrate pricing to
risk and market conditions.
 Enhanced our home inspection processes to improve underwriting.
 Continued to diversify our portfolio geographically. Actions to
dynamically reduce concentration in portions of California and Texas,
our two largest states, have been combined with growth in other
strategic states.

Increased Sales and Marketing Efficiency

Sales and Marketing increased 27% year over year to $22.4 million and we continue
to generate more dollars of new TGP for each dollar of sales and marketing we
spend. This trend is giving us increased confidence that our message is resonating
with potential customers and as a result, we expect to invest more aggressively in
2022 to build a differentiated and nationally recognized brand in home protection.

Continued Investment in Technological Differentiation

Technology and Development increased 46% year over year to $8.3 million as we
continue to invest in our platform by integrating new data sources, improving our
underwriting model, onboarding new partnerships, expanding into new states, and
launching new products.

General and Administrative Expenses

General and Administrative Expenses decreased 17% to $13.4 million, with the
increased costs of operating as a public company being more than offset by
reductions year over year in stock-based compensation.
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Balance Sheet and Cash Position

Our cash, cash equivalents and investments at the end of the quarter stood at
around $850 million, positioning us well for an extended period of growth and
investment. During the quarter, AM Best affirmed our A- rating for Spinnaker, our
insurance company.

Net Loss and Adjusted EBITDA

Net Loss attributable to Hippo was $30.9 million or $0.08 per share compared to
a Net Loss of $38.6 million or $0.44 per share in the prior year quarter.

Raising 2021 Full Year Guidance

Looking forward, we remain confident in our ability to execute our growth
strategy and believe we will exceed the forecast we shared with you previously.
We are increasing our full year guidance for Total Generated Premium from a
range of $560 to $570 million to $600 to $605 million.
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Appendix

Key Operating and Financial Metrics

Consolidated Statements of Operations
and Comprehensive Loss
(in millions, unaudited)
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Consolidated Balance Sheets
(in millions, unaudited)
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Consolidated Statements of Cash Flows
(in millions, unaudited)
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Reconciliation of Non-GAAP Financial Measures to their
Most Directly Comparable GAAP Financial Measures
(in millions, unaudited)

Supplemental Financial Information
(in millions, unaudited)

Total Generated Premium

Gross and Net Loss Ratios

(1) In previous disclosures, our Adjusted EBITDA calculation included an adjustment for capitalization of internal use software
costs. We no longer include this adjustment, as we believe the current presentation is more relevant and in-line with our peers
and relevant comparable companies. We have adjusted the historical periods accordingly.

Letter to Shareholders | Q3 2021

13

Gross Loss Ratio Breakdown

(1) Refers to Losses from named Property Claims Services events. (2) Defined as the excess portion of non-weather losses in excess of $100k Loss and Allocated Loss Adjustment Expense per claim.

Insurance Related Expenses Breakdown

Deferred direct acquisition costs were $12.1 million and $22.8 million for the three
and nine months ended September 30, 2021, of which $10.2 million and $17.9 million
were offset by ceding commission income. Deferred direct acquisition costs were $0.6
million and $1.6 million for the three and nine months ended September 30, 2020, of
which $0 million was offset by ceding commission income.
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Total Generated Premium in-Force
(in millions, unaudited)

+47%
YoY
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Improved Operating Leverage
(In millions)

$161.7
+94%
$83.2

+12%
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(1) Sales and Marketing, Technology and Development and General and Administrative
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