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Citron Exposes the Dirty Secrets of Etsy —
One of Largest Counterfeiting Platforms
in the World.

Etsy has hit a new low as a public company. We believe management has knowingly or, at the
very least, negligently, turned this company into the largest organized clearing house for
counterfeit goods in the world while not only allowing the behavior but encouraging it and
promoting it by selling placement and status to the millions of sites that regularly violate
copyright laws.

Citron believes Etsy is walking on eggshells with the FTC, DOJ, SEC, Customs and Border
Protection, and the multitude of brands whose trademarks are being stolen and exploited
daily.

Recently, Etsy has brought on high powered former DOJ and Meta attorneys to clean things
up...but this genie can’t get put back in the bottle.

News of Etsy’s site being a shill for counterfeiters is no recent revelation, but now as Citron will
illustrate it has hit ridiculous levels. Most importantly, it is obvious that management has not
done enough to control this problem, which calls into question that quality of reporting of all
internal metrics and the viability of its revenue base. Etsy has become a company whose
corporate culture on transparency and reporting should be challenged.

Etsy behavior is bordering on criminal as it knowingly or negligently sells trademarked keywords
to counterfeiters. Important to note that while there are some slips in the cracks in other
merchant sites like Ebay or Amazon, the scale and flagracy of the problemis de minimis
compared to what is on display by Etsy. Citron will keep this short and simple as it is not our
burden to show the extent of the activity, but rather that it exists and that it is significant.

Whereas many believe Etsy sells craft and handmade goods it must be noted that the product
mix is skewed heavily to clothing, jewelry, and bags and purses.
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TOP
PRODUCT
CATEGORIES

Product Categories that
Outshine During
COVID-19

Some Notable Mentions Includes
Wedding, Pet Supplies, Paper and Supplies, Shoes,
Books and Movies and Music

Tossing out the Straw Man

Earlier this month, Etsy was sued by Cashmere and Camel Hair Manufacture Institute for selling
goods labeled as Cashmere that were genuinely synthetic. While consumers were definitely
harmed, we cannot expect Etsy to test every piece of fabric sold on the platform.
https://www.regulatoryoversight.com/2023/02/etsy-targeted-over-sale-of-counterfeit-

products/

Etsy not only violates their own terms of service — they do it in three different ways.
What cannot be sold?

“Unauthorized replicas or copies of items, and patterns or designs enabling their creation, are
prohibited on Etsy. We consider counterfeit or unauthorized goods to be items that imitate an
authentic good, particularly by using a brand’s name, logo, or protected design without the
brand owner’s consent. Additionally, we may consider up-cycled or re-purposed items, even if
using authentic materials, to be counterfeit if they are making use of a brand's name, logo, or
protected design without their permission. Examples of prohibited counterfeit or unauthorized
goods include replica luxury and non-luxury items like bags and branded apparel.”

While Citron has not scraped the entire Etsy site, here are some blatant violations and proof
that by no means are insignificant to revenue. Note the numbers next to these searches do not
represent anything even close to total listings as will be explained.

Messing With the Mouse!!

Let’s start with one of the most recognizable copyrighted characters in the world: Disney.

If you search Etsy for the word Disney, over 1 million listings appear:

https://www.etsy.com/search?q=disney&ref=search bar

Here are the top 8 results of which it is obvious that 7 of the 8 are counterfeited goods. But it is
worse: the top four are ads from sellers who have paid Etsy to buy the keyword “Disney”.
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Etsy even goes as far as to qualify one of these stores as a “Star Seller” and, as you can see,
that one site alone has made 34,000 sales.
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We did not include the stores under Mickey Mouse or any other Disney related products,
including Star Wars or Marvel. The Etsy site has become a hub of all counterfeit Disney goods
with respect to which Etsy collects commission, sells advertising, and promotes by the label
“Star Seller”. The number of stores are in the millions.

Just Do It?
Going to Etsy site and putting in the word “Nike” returns close to 200k stores and the top 6 out

of 8 on our search were clear counterfeits; again with ads sold to vendors buying the word Nike
and Etsy qualifying and promoting these counterfeiters as “Star Sellers.”
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Moving on from everyday consumer products, Citron finds that Etsy has become the hub for
online counterfeit luxury goods and have used these trusted brands to become a clearinghouse
of fraudulent activity.

The Grandaddy of Luxury Counterfeits - Rolex
Search for the term “Rolex” brought over 20,000 counterfeits and notice the 3 of the first 4

results are not only fake Rolex, but the vendor also bought the term “Rolex “ as a paid ad from
Etsy. Th|s is a screenshot of the frontpage of the top 8,, all of which offer counterfeit goods.
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For comparison, go to Ebay and you cannot find a fake Rolex even using the term Rolex Replica
or Fake Rolex. Itisimportant to note that the 20,000 results came with the just the term
Rolex. If you use the term “luxury watch” you will find another 20,000 results with paid ads
that are from counterfeiters of other watch brands. Thousands of sites for fake Patek,
Audemars etc.

© Copyright 2021 | Citron Research | www.citronresearch.com | All Inquiries — info@citronresearch.com



Citren | ResearcH February 16 2023

We see the same trickery when it comes to jewelry. Before anyone can dismiss the attribution
of counterfeits to Etsy, note that the search term Designer Jewelry returns 600,000 results and
this is what the top 8 results look like....ALL COUNTERFEIT!
https://www.etsy.com/search?q=designer%20jewlery&ref=search bar

If you narrow that down and put in the world Cartier, you get over 20,000 results the first result
being a direct fake that has an ad where the store paid Etsy for the name “Cartier.” They
actually have a whole category just for fake Cartier jewelry

Etsy (cartier x Q ) signin

Home Favarites Jewelry & Accessories Clothing & Shoes Home & Living ‘Wedding & Party Toys & Entertainment Art & Collectibles Craft Supplies Gifts & Gift Cards

cartier ring cartier watch cartier love cartier cartier cartier love cartier tank cartier cartier
bracelets glasses bracelets ring santos earrings

The same holds true for designer belts and handbags ...hundreds of thousands of listings either
using the brand name or circumventing with “designer” or “luxury”. Below is the front page of
belts, bags, and scarves....each site with tens of thousands of entries
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The list is endless for clothes, jewelry, and handbags, with every luxury brand having thousands
of counterfeits being sold, from Louis Vuitton, Gucci, YSL, Christian Dior. Etsy has become a
virtual Canal St., selling ad space and collecting commission from the merchants.

This one is our favorite...why even make a product...why don’t we just sell the counterfeit fabric
so everyone can make their own counterfeit product. The search term designer fabric brought
up over 100,000 results and this is what the home page looks like:
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Citron is not going to do a complete expose and it is not our responsibility to account for what
percent of Etsy’s revenue comes from these illegal activities. However, it is fair and reasonable
to assume that the company has known about this problem and either turns a blind eye to it, or
worse, knowingly, sells advertising and credibility to the violators.

What will Etsy Say?

We have no doubt that Etsy will respond by directing investors to how many sites they kicked
off for violation and how they are vigilant on regulating their marketplace. That is obviously
bullshit. As they not only allow this to happen, they sell ads to the counterfeiters for prime
positioning.

Etsy might say it is a small part of revenue. How do they know without taking more effective
steps to identify and shut down this type of counterfeit activity? This is been an issue for 7
years and it appears to only get worse. If they allow this to happen it has to be for a reason.
Etsy might say we support the support the small merchant.

1. The small merchant does not create counterfeit products from overseas factories.

2. Even stay at home parents that double as small merchants know that screen-printing

Mickey Mouse on a T-shirt and selling it on Etsy is not legal.

They might even say Etsy has the same problems as EBAY.
Not even close. While you can search Ebay for fakes and replicas, they are not nearly as
prominent or common as on Etsy. Moreover, eBay would not call a counterfeiter a trusted
merchant or allow them buy advertising on a brand names in violation of trademarks.
Conclusion
We have no doubt that Etsy is about to face a barrage of bad press that highlights this behavior
and compromises the integrity of the platform. What will the financials look like if Etsy begins

to comply with the laws and removes non-compliant merchants and goods is yet to be seen.

There is one thing we know definitively...If the operator of Citron decided tomorrow to run an
online platform that mimics Etsy, we might as well turn ourselves directly into the authorities
and get ready for a long vacation.....and it won’t be at Disney World.

Cautious Investing to All
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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 and presented “as is” with no warranty of any kind, express or implied. 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
aaviser 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.

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.

This is 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
aaviser 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
aavice 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
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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 or implied. 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 Person is 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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