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1. Executive Summary

This report documents the comprehensive economic analysis of the FinTech sector,
comprising 26 companies operating across various subsectors of global financial
technology. The study is based on 769 quarterly and annual observations extracted from
S&P Capital 1Q, processed through a 6-phase analytical pipeline that includes 9

guantitative analysis and machine learning modules.

The sector is currently in a expansion phase (2025Q4), with a composite sector health
index of 0.69 out of 1.00. Following the contraction caused by the interest rate hike cycle
between 2022 and 2024, the sector shows recovery signals in operating margins and

revenue growth.

In terms of financial risk, the best-positioned companies (lowest risk) are: Dave Inc
(0/100), Nuvei (0/100), Toast (0/100). In contrast, the companies with the highest
identified risk are: WeBank (58/100), Coinbase (55/100), Margeta (43/100). The risk
model evaluates four dimensions: financial stress, earnings quality, margin deterioration,

and historical volatility.

The companies with the strongest positive fundamental momentum are: Moneylion
(0.55), Revolut (0.46), Shift4 Payments (0.29). These companies show simultaneous
improvements across multiple financial metrics, suggesting a favorable operational

trajectory in the short term.

The profitability drivers model (R2 within = 84.07%) identifies the selling, general and
administrative expenses to revenue ratio (SGA/Revenue) as the primary determinant of
operating margin in the FinTech sector, with a coefficient of -0.1097. This implies that
operational efficiency is more relevant than growth or leverage for generating profitability

in this sector.

1.1 Key Analysis Figures

Table 1.1. Key figures of the FinTech sector analysis

Indicator Value



Companies analyzed 26
Total observations 769
Analytical modules 9
Macro variables integrated 10
R2 drivers model 84.07%

Current sector regime

Expansion (2025Q4)

Composite sector index 0.69
Tier 1 companies 12
Tier 2 companies 8
Tier 3 companies 6

Source: Own elaboration based on S&P Capital IQ data.




2. Introduction to the FinTech Sector

2.1 Definition and Evolution of FinTech

The term FinTech (Financial Technology) refers to the set of companies that use cutting-
edge technology to offer financial services more efficiently, accessibly, and affordably than
traditional financial institutions. Although technology has always been present in finance
(from ATMs to electronic banking), the modern concept of FinTech emerged strongly after
the 2008 financial crisis, when distrust of traditional banking and the proliferation of
smartphones created the perfect breeding ground for a new generation of digitally native

financial companies.

The sector's evolution can be divided into three major waves. The first wave (2010-2015)
was dominated by digital payments and peer-to-peer lending platforms, with PayPal and
Square as pioneers. The second wave (2015-2020) brought neobanks, BNPL (Buy Now Pay
Later), and the expansion of crypto services, with companies like Affirm, Revolut, and
Coinbase gaining massive traction. The third wave (2020-present) is characterized by
sector consolidation, the integration of artificial intelligence in credit decision-making
processes, and the convergence between FinTech and traditional banking through the

embedded finance model.

2.2 Market Size and Growth

The global FinTech market is estimated at over $300 billion in 2025, with a compound
annual growth rate (CAGR) exceeding 20% projected through 2030. This growth is driven
by multiple factors: accelerated post-COVID digital adoption, financial inclusion in
emerging markets, demand for faster and more personalized financial services, and

sustained investment in digital payments infrastructure.

However, the sector faced a significant inflection point in 2022-2023. The aggressive
interest rate hike cycle by the Federal Reserve (from 0% to 5.5% in 18 months) profoundly
impacted FinTech companies in multiple ways: increased cost of capital for pre-profit

companies, contraction of growth valuations, reduced consumer credit demand, and



pressure on the treasuries of companies with high cash burn. This high-rate environment
acted as a natural filter, separating viable business models from those that depended

exclusively on cheap financing.

The FinTech ecosystem is diverse and spans multiple subsectors, each with differentiated

competitive dynamics, margins, and growth drivers:

Payments and processing: This is the most mature and highest-volume subsector. It
includes payment processors (PayPal, Adyen, Fiserv), acquiring platforms (Shift4, Nuvei),
and vertical payment solutions (Toast for restaurants, Flywire for education). Margins
tend to be stable but moderate, with strong dependence on total payment volume

processed (TPV).

Neobanks and digital banking: Companies offering complete banking services without
physical branches. These range from European super-apps (Revolut) to American micro-
neobanks (Dave Inc, Chime). The main challenge is monetizing the user base without

resorting to traditional banking fees.

Lending and Al credit: Platforms using machine learning algorithms to assess credit risk
(Upstart, Pagaya) or offering new forms of consumer financing such as BNPL (Affirm). They

are highly sensitive to the interest rate cycle and credit market conditions.

Cross-border payments and remittances: Companies specialized in facilitating
international transfers at lower costs than traditional banking (Wise, Remitly, Payoneer,

dLocal). Benefiting from e-commerce globalization and labor migration.

InsurTech and emerging services: Companies applying technology to insurance
(Lemonade), card infrastructure (Marqgeta), or cross-border e-commerce (Global-e). They

represent the innovation frontier of the sector.

Embedded finance: The integration of financial services within non-financial platforms (e-

commerce, marketplaces, ERPs) is redefining the distribution of financial services.



Companies like Margeta, Stripe, and Adyen provide the infrastructure that enables any

company to offer payments, credit, or insurance within its own user experience.

Artificial intelligence: Al is transforming multiple sector processes: from credit risk
assessment (Upstart, Pagaya) to real-time fraud detection, through personalization of
financial offers and automation of compliance processes. The emergence of large
language models (LLMs) promises a new generation of financial assistants and

autonomous agents.

Regulation and open banking: Regulatory frameworks such as PSD2 in Europe, Open
Banking in the UK, and CFPB initiatives in the U.S. are creating a more competitive
environment by requiring banks to share data with third parties. This benefits FinTechs
with the ability to aggregate data and offer comparative services. However, regulation is

also increasing compliance costs, especially for cryptocurrency and lending companies.

Interest rate impact: The high-rate environment has redefined sector priorities.
Companies have pivoted from growth-at-all-costs toward profitability and cash flow
generation. This structural shift has benefited companies like Wise (which earns float
income), Coinbase (interest on stablecoins), and Adyen (with its already profitable model),
while penalizing companies like Affirm or Lemonade that depend on cheap credit to

finance their growth.

2.5 Company Map by Subsector
Below is the universe of analyzed companies, classified by subsector within the FinTech

ecosystem:

Table 2.1. FinTech universe companies by subsector

Subsector Companies N

Al Lending Upstart, Pagaya Technologies 2
B2B Payments Bill Holdings 1
Buy Now Pay Later Affirm 1
Card Infrastructure Margeta 1




Cross-Border Payments Payoneer

Cryptocurrency Exchange Coinbase

Digital Banking China WeBank
Digital Payments PayPal

E-Commerce Payments

Global-e Online

Emerging Market Payments dLocal
InsurTech Lemonade
Micro-Neobank Dave Inc
Neobank / FX Revolut
Neobank / Lending MoneyLion

Payment Processing

Shift4 Payments

Payment Technology

Nuvei

Payments Ecosystem

Block (Square)

Payments Infrastructure

Adyen, Fiserv

Pure Neobank Chime
Remittances & FX Wise, Remitly
Subprime Lending OppFi

Vertical FinTech Toast
Vertical Payments Flywire

Source: Own elaboration based on S&P Capital IQ data.




3. Company Universe Analyzed

The analysis universe comprises 26 FinTech companies organized into three tiers based on
the quality and completeness of their financial data. The data comes from S&P Capital IQ
(Standard template), and includes Income Statement, Balance Sheet, and Cash Flow

Statement for each company.

3.1 Company Universe Table

Table 3.1. Complete universe of 26 FinTech companies

Company
Adyen ADYEN.AS Payments Tier 1 Quarterly -
Infrastructure
Affirm AFRM Buy Now Pay Tier 1 Quarterly -
Later
Bill Holdings BILL B2B Payments Tier 1 Quarterly -
Block (Square) XYZ Payments Tier 1 Quarterly -
Ecosystem
Coinbase COIN Cryptocurrency Tier 1 Quarterly -
Exchange
Fiserv FISV Payments Tier 1 Quarterly -
Infrastructure
Margeta MQ Card Tier 1 Quarterly -
Infrastructure
MoneyLion ML Neobank / Tier 1 Quarterly -
Lending
PayPal PYPL Digital Tier 1 Quarterly -
Payments
Shift4 FOUR Payment Tier 1 Quarterly -
Payments Processing
Toast TOST Vertical Tier 1 Quarterly -




FinTech

Upstart UPST Al Lending Tier 1 Quarterly -
Chime PRIVATE Pure Neobank Tier 2 Quarterly Private
company, pre-
IPO data
Dave Inc DAVE Micro- Tier 2 Quarterly Cash Flow
Neobank statement
empty
Flywire FLYW Vertical Tier 2 Quarterly -
Payments
Lemonade LMND InsurTech Tier 2 Quarterly -
Payoneer PAYO Cross-Border Tier 2 Quarterly -
Payments
Remitly RELY Remittances & Tier 2 Quarterly -
FX
Wise WISE.L Remittances & Tier 2 Quarterly FY=Apr-Mar,
FX client money
inflates
balance sheet
dLocal DLO Emerging Tier 2 Quarterly -
Market
Payments
Global-e GLBE E-Commerce Tier 3 Quarterly Data gap 2019,
Online Payments pre-IPO sparse
Nuvei NVEI Payment Tier 3 Quarterly Went private
Technology Q1 2025, data
through
2024Q3 only
OppFi OPFI Subprime Tier 3 Quarterly -

Lending




Pagaya PGY Al Lending Tier 3 Quarterly -
Technologies

Revolut PRIVATE Neobank / FX Tier 3 Annual Annual only,

CF nearly
empty
WeBank PRIVATE Digital Banking Tier 3 Annual Annual only,
China CNY

conversion

Source: Own elaboration based on S&P Capital IQ data.

Below is a brief description of the business model of each company in the universe:

Adyen (ADYEN.AS): Global payment processor for enterprise clients. Unified platform covering

online, in-store, and omnichannel payments.

Affirm (AFRM): Leading Buy Now Pay Later (BNPL) platform. Offers point-of-sale consumer

financing with partnerships with Amazon and Shopify.

Bill Holdings (BILL): B2B payment automation platform for SMBs. Facilitates accounts payable,

accounts receivable, and expense management.

Block (Square) (XYZ): Integrated financial services ecosystem (Cash App, Square Terminal).

Combines point-of-sale payments, digital banking, and merchant services.

Coinbase (COIN): Leading cryptocurrency exchange in the U.S., regulated and listed on Nasdaq.

Revenue highly correlated with crypto market cycles.

Fiserv (FISV): Payment infrastructure and banking technology giant. One of the world's largest

transaction processors, with history dating back to 1984.

Margeta (MQ): Card issuing infrastructure provider. API-first platform used by neobanks and

fintechs to issue their own cards.

MoneyLion (ML): Neobank with lending and financial management services for the underbanked

segment. Combines digital banking, credit, and financial advisory.



PayPal (PYPL): Leading global digital payments platform with a presence in over 200 markets. Also

operates Venmo and processes payments for millions of merchants.

Shift4 Payments (FOUR): Payment processor specialized in hospitality, entertainment, and e-

commerce. Aggressive growth through acquisitions.

Toast (TOST): Vertical FinTech specialized in the restaurant industry. Combines hardware (POS

terminals), SaaS software, and payment services.

Upstart (UPST): Al-based lending platform. Uses ML models to assess credit risk beyond the

traditional FICO score.

Chime (PRIVATE): Pure digital neobank, pre-IPO, with millions of users in the U.S. No traditional

banking fees, monetizes via card interchange.

Dave Inc (DAVE): Micro-neobank focused on paycheck advances and overdraft protection.

Targeting consumers with limited banking access.

Flywire (FLYW): Vertical payments platform for education, healthcare, and travel. Specialized in

complex, high-value cross-border payments.

Lemonade (LMND): InsurTech using Al for insurance underwriting and claims processing. Operates

in home, renters, pets, life, and auto insurance.

Payoneer (PAYO): Cross-border payment platform for e-commerce and freelancers. Facilitates

collections in multiple currencies and marketplaces.

Remitly (RELY): Digital remittance platform focused on immigrants sending money to their home

countries. Mobile-first model.

Wise (WISE.L): International transfer platform with transparent exchange rates. Low-cost model

challenging traditional banking in remittances.

dLocal (DLO): Payment processor for emerging markets. Facilitates payments in over 40 countries

across Latin America, Africa, and Asia.

Global-e Online (GLBE): Cross-border e-commerce platform facilitating international sales for retail

brands. Manages localization, payments, and logistics.

Nuvei (NVEI): Payment technology platform for global commerce. Offers acquisition, processing,

and payment services across multiple jurisdictions.



OppFi (OPFI): Lending platform for the subprime segment in the U.S. High-yield model with

elevated rates for high-risk borrowers.

Pagaya Technologies (PGY): Al-based financial network connecting lenders with borrowers. Uses

machine learning for credit asset management.

Revolut (PRIVATE): European financial super-app with over 40 million users. Offers banking,

crypto, trading, insurance, and international payments.
WeBank (PRIVATE): 100% digital Chinese bank backed by Tencent. Leader in digital banking in

China with microservices and Al-first technology.

3.3 Data Quality Notes

The quality of financial data varies significantly across companies. This aspect is
fundamental for correctly interpreting the analysis results. Below are the main limitations

identified:

Chime: private company.

Dave Inc: missing cash flow.

Fiserv: long history since 1994, trim to 2018.

Global-e Online: data gap 2019, pre ipo sparse.

Lemonade: insurance accounting, metrics differ from fintech.
Margeta: sbc anomaly 2024Q2.

MoneyLion: sparse pre spac 2020.

Nuvei: went private 2024Q3, no future data.

OppFi: subprime lending, high yield portfolio.

Pagaya Technologies: ai lending model, sparse early data.
Revolut: annual only, weak cash flow, consolidation change 2022.
WeBank: annual only, cny conversion.

Wise: client money inflates bs, gbp conversion.



These limitations have been taken into account in the model design: companies with

incomplete data receive penalties in the risk scoring, and anomalous observations are

handled with robust techniques (MAD, winsorization P5/P95).

Source: Own elaboration based on S&P Capital IQ data.



4. Financial Metrics Analyzed

The sector analysis is based on a set of 30 derived metrics covering five fundamental
dimensions of financial performance. Each metric is calculated from the original financial
statements and normalized in both percentiles (relative position within the sector) and
robust z-scores (distance from the sector median). This section details the economic

meaning of each metric group and its relevance for FinTech sector analysis.

4.1 Profitability Metrics

Profitability metrics measure a company's ability to generate profits at different levels of
the Income Statement. In the FinTech sector, these metrics are especially relevant
because many companies have operated at a loss for years, prioritizing growth over
profitability. The transition toward positive margins is a key milestone in the maturity of

these companies.

Gross Margin (Gross Margin = Gross Profit / Revenue): Measures the efficiency of the
direct cost structure. In FinTech, gross margins tend to be high (60-90%) because most
business models are software-intensive rather than physical asset-intensive. Notable
exceptions include Toast (which sells hardware) with lower gross margins, and banking

infrastructure companies like Fiserv with significant processing costs.

Operating Margin (Operating Margin = Operating Income / Revenue): Incorporates all
operating expenses (SGA, R&D, SBC). This is the central metric of this analysis because it
reflects the true profitability of the business before financial and tax effects. The sector
median is around 12%, with enormous dispersion: from -45% (Lemonade) to +60% (Wise,

WeBank).

Net Margin (Net Margin = Net Income / Revenue): Reflects the final profitability after
interest, taxes, and extraordinary items. In FinTech, it can differ significantly from
operating margin due to stock-based compensation (SBC) and financial expenses,

especially in companies with significant debt like Affirm or SoFi.



ROE (Return on Equity = Annualized Net Income / Shareholders' Equity): Measures the
return on shareholders' capital. In FinTech, ROE can be artificially high in companies with
reduced or negative equity, and artificially low in companies that have accumulated cash
from recent IPOs without deploying it. Annualization (x4 for quarterly data) allows

comparison with annual-periodicity companies.

ROA (Return on Assets = Annualized Net Income / Total Assets): Measures the efficiency
of all asset utilization. It is particularly useful for comparing companies with very different
capital structures. In the case of Wise, assets include client funds that inflate the
denominator, generating an artificially low ROA that does not reflect the actual business

efficiency.

Growth is the most closely watched dimension in the FinTech sector, as it justifies the
premium valuations the market assigns to these companies. However, revenue growth
without margin improvement destroys value, so it must be analyzed in conjunction with

profitability metrics.

Year-over-Year Revenue Growth (Revenue Growth = (Revenue_t - Revenue_t-4) /

| Revenue_t-4|): Calculates the year-over-year growth rate to eliminate seasonal effects.
In the FinTech sector, growth rates have gone from >50% in 2020-2021 (driven by post-
COVID digital adoption) to 15-30% in 2024-2025 (normalization). Companies like Coinbase

show extreme volatility in this metric due to their correlation with crypto market cycles.

Year-over-Year Operating Income Growth: Measures whether revenue growth translates
into operating income improvement. A company growing in revenue but whose operating
income deteriorates is destroying operational efficiency, which is a fundamental warning

signal.



Solvency metrics assess a company's ability to meet its financial obligations in the short
and long term. In the current high-interest-rate environment, solvency has shifted from

being a secondary concern to a critical survival factor for FinTechs.

Debt-to-Equity (Debt-to-Equity = Total Debt / Shareholders' Equity): Measures financial
leverage. Values above 2x in FinTech typically indicate a debt-intensive business model
(such as lending platforms). Affirm and Upstart, for example, show elevated leverage

levels because their model requires financing loan portfolios.

Current Ratio (Current Ratio = Current Assets / Current Liabilities): Measures short-term
liquidity. A value below 1.0 indicates potential liquidity stress. Most FinTechs maintain

healthy current ratios thanks to cash reserves from their IPOs/SPACs.

Interest Coverage (Interest Coverage = EBITDA / Interest Expenses): Measures the ability
to service debt. A value below 2x is concerning, and negative values indicate the company

does not generate enough EBITDA to cover its financial costs.

Efficiency metrics measure how a company manages its resources to generate revenue. In
the FinTech sector, where the main costs are personnel and technology, these metrics

provide visibility into the scalability of the business model.

SGA/Revenue (SGA-to-Revenue = Selling, General & Administrative Expenses / Revenue):
This is the #1 driver of operating margin according to our regression model. It reflects
commercial and administrative efficiency. Mature companies like Fiserv or Adyen maintain
SGA/Revenue below 20%, while growth-stage companies like Lemonade or Affirm exceed

50%.

R&D/Revenue (R&D-to-Revenue): Measures research and development investment
intensity. In FinTech, high values (>15%) typically indicate companies in the platform-
building phase, while low values (<5%) suggest more mature models with lower

technology investment needs.



SBC/Revenue (Stock-Based Compensation / Revenue): Stock-based compensation is
especially relevant in FinTech because it can significantly distort the GAAP operating
margin. Companies like Coinbase or Margeta have historically shown SBC exceeding 15%
of revenue, which dilutes existing shareholders although it does not represent a cash

outflow.

4.5 Cash Flow Metrics

Cash flow metrics are fundamental because they measure actual cash generation,
eliminating accounting distortions (such as SBC, depreciation, or intangible amortization)

that affect profitability metrics based on the Income Statement.

FCF Margin (Free Cash Flow Margin = FCF / Revenue): Free cash flow is the ultimate metric
of financial health. A positive and growing FCF indicates a self-sustaining business model.
In FinTech, many companies show positive FCF before achieving positive net income,

thanks to the fact that SBC does not consume cash.

Operating Cash Margin (Cash from Ops Margin = Operating Cash Flow / Revenue):
Measures the conversion of revenue into operating cash. Divergences between net

margin and operating cash margin may indicate earnings quality issues.

Cash Conversion (Cash Conversion = Operating Cash Flow / EBITDA): Measures the
efficiency of converting accounting profit into actual cash. Values above 1.0 are possible
when working capital generates cash (as in prepayment models). Negative values in

companies with positive EBITDA are a serious warning signal.

4.6 Metrics Summary Table

Table 4.1. Summary of financial metrics analyzed

Metric Simplified Formula What It Measures Typical FinTech Range
Gross Margin Gross Profit / Revenue Direct cost efficiency 50% - 90%
Operating Margin Operating Income / Core business -30% to +30%
Revenue profitability

Net Margin Net Income / Revenue Final profitability -40% to +25%




ROE

Annualized NI / Equity

Return on equity

-50% to +30%

ROA

Annualized NI / Assets

Asset efficiency

-10% to +15%

Revenue Growth YoY

(Rev_t - Rev_t-4) /

Growth velocity

10% - 50%

|Rev_t-4|
Debt-to-Equity Total Debt / Equity Financial leverage 0.1x - 1.5x
Current Ratio Current Assets / Current Short-term liquidity 1.0x - 3.0x
Liabilities
SGA/Revenue SGA Expenses / Commercial efficiency 15% - 60%
Revenue
R&D/Revenue R&D Expenses / Innovation intensity 5% - 25%
Revenue
SBC/Revenue Stock-Based Comp. / SBC dilution 3% -20%
Revenue
FCF Margin FCF / Revenue Free cash generation -20% to +25%
Operating CFO / Revenue Cash conversion -15% to +30%
Cash/Revenue

Source: Own elaboration based on S&P Capital IQ data.




5. Sector Analysis Results

This section presents the results of the nine analytical modules applied to the FinTech
company universe. Each module addresses a different dimension of sector analysis:
relative positioning, archetype structure, profitability drivers, macroeconomic sensitivity,

financial risk, and temporal dynamics.

5.1 Sector Scorecard

The sector scorecard positions each company on each financial metric using a percentile
system (0-100) and traffic lights (green >= 60, yellow 40-60, red < 40). Additionally, it
detects statistical outliers (| z-score| > 2) and calculates trends by comparing with the
previous four quarters. This module allows for rapid identification of each company's

relative strengths and weaknesses within the sector context.

FinTech Sector Scorecard — Percentile Heatmap

Figure 5.1. Sector scorecard heatmap — Percentiles by company and metric

Table 5.1. Top 5 companies by average scorecard percentile

ET] Company Average Percentile



1 Revolut 86.5
2 WeBank 75.0
3 Dave Inc 73.8
4 Affirm 71.9
5 Upstart 70.0

Source: Own elaboration based on S&P Capital IQ data.

The average percentile ranking shows that Revolut leads the sector with an average
percentile of 86.5, indicating consistently above-median performance across most
metrics. It is important to note that the average percentile can mask uneven profiles: a
company may be excellent in profitability but weak in growth, and both effects offset each

other in the average.

Outlier observations were detected in 22 companies. Statistical outliers (values with z-
scores above 2 in absolute value) are not necessarily negative: they can indicate either
exceptional performance (positive outlier, such as an extraordinarily high ROE) or a
concerning anomaly (negative outlier, such as a deeply negative operating margin).

Economic interpretation requires company-by-company context.



The clustering analysis groups companies into archetypes with similar financial profiles,
using a combination of Principal Component Analysis (PCA) for dimensionality reduction
and K-Means for partitioning. Hierarchical clustering and DBSCAN were also evaluated,

selecting K=3 clusters based on the silhouette coefficient.

FinTech Sector — Company Archetypes (Consensus Clustering)

Figure 5.2. PCA archetype map (K-Means, k=3)

PCA reduces the 8 clustering variables to 3 principal components that capture 71.3% of
the total variance. The final model's silhouette coefficient is 0.3865, indicating moderate

separation between clusters, consistent with the continuous nature of financial profiles in

FinTech.

Table 5.2. Sector archetype profiles

Cluster Name N Op. Margin  Rev. Growth D/E SGA/Rev.
Cluster 0 Quality 17 12.4% 25.8% 0.33x 21.2%
Compounder
(Stable
Profitability)




Cluster 1 High Growth 6 -6.3% 35.8% 0.38x 61.6%
/ Pre-Profit
(Aggressive

Growth)

Cluster 2 Efficient 3 60.6% 18.5% 0.30x 59.5%
Neobank
(High
Profitability)

Source: Own elaboration based on S&P Capital IQ data.

Cluster 0 - Quality Compounder (Stable Profitability) (17 companies): Adyen, Coinbase, Dave Inc,
dLocal, Fiserv, Flywire, Global-e Online, MoneyLion, Nuvei, OppFi, Pagaya Technologies,

Payoneer, PayPal, Remitly, Shift4 Payments, Block (Square), Toast.

This is the sector's majority group, with a median operating margin of 12.4% and revenue
growth of 25.8%. These are companies that combine positive profitability with moderate
growth and contained leverage. From an investor's perspective, they represent the
'quality at a reasonable price' profile of the sector: they generate profits, grow

sustainably, and present moderate financial risk.

Cluster 1 - High Growth / Pre-Profit (Aggressive Growth) (6 companies): Affirm, Bill Holdings,

Chime, Lemonade, Margeta, Upstart.

This cluster groups companies in an aggressive growth phase with still-negative
profitability (median operating margin of -6.3%). The SGA/Revenue ratio of 61.6% reflects
intensive commercial spending to capture market share. For the investor, these
companies represent a higher risk/reward bet: if they successfully transition to
profitability, the appreciation potential is significant, but the risk of dilution and cash burn

is elevated.
Cluster 2 - Efficient Neobank (High Profitability) (3 companies): Revolut, WeBank, Wise.

This cluster includes a small group of companies with exceptional operating margins

(60.6%). These are highly efficient business models with high margins but more moderate



growth. The extremely high operating cash-to-revenue ratio (355.1%) may be due to
accounting particularities (such as client funds at Wise). For the investor, they offer

stability and cash generation, but less potential for explosive growth.



5.3 Profitability Drivers

The drivers model uses a Ridge regression with within transformation (equivalent to
company fixed effects) to identify which factors determine operating margin within each
company over time. The model was estimated with 304 observations from 16 companies,
achieving a within R2 of 84.07% (the model explains 84% of within-company variation)

and a cross-validation R2 of 71.46%.

The within transformation is key: it removes structural differences between companies
(fixed effects) and focuses on which variables explain margin changes within each
company. This is economically more informative than a cross-sectional regression,

because it answers the question 'what causes a company to improve or worsen its margin

rather than 'what makes one company have a better margin than another'.

Table 5.3. Operating margin drivers (Ridge within model)

Coefficient Importance Economic

Interpretation

SGA / Revenue -0.1097 0.0672 Each 1pp increase in
SGA reduces operating

margin

Log(Revenue) +0.0283 0.0523 Greater scale improves
margin (economies of

scale)

Debt / Equity -0.0127 0.0194 Higher leverage slightly

reduces margin

Revenue Growth YoY +0.0077 0.0164 Revenue growth has a

marginal positive effect

R&D / Revenue -0.0432 0.0129 R&D spending reduces
margin in the short

term

SBC / Revenue -0.0319 0.0127 SBC reduces GAAP

operating margin




Cash / Assets +0.0009 0.0004 Cash proportion has a

marginal effect

Source: Own elaboration based on S&P Capital IQ data.

The key finding is that operational efficiency (measured by SGA/Revenue) is the most
important driver of operating margin in FinTech. With a coefficient of -0.1097, each
percentage point reduction in the SGA/Revenue ratio translates directly into an operating
margin improvement. This has clear strategic implications: FinTech companies that
manage to scale their revenue without proportionally increasing their commercial and

administrative cost structure are the ones generating the highest profitability.

The second most important driver is company size (log_revenue, coefficient +0.0283),
confirming the existence of economies of scale in the sector. Larger companies can dilute

fixed costs over a greater revenue base, which generates higher margins.

FinTech Sector — Quantile Regression Coefficients
(How drivers differ for best vs worst performers)

Figure 5.3. Quantile regression coefficients (tau = 0.10 to 0.90)

Quantile regression reveals how drivers vary depending on the company's profitability
level. At the 0.10 quantile (companies with the worst margin), SGA/Revenue has a much
more negative coefficient than at the 0.90 quantile (companies with the best margin). This

means that operational efficiency is especially critical for companies struggling to achieve



profitability: an SGA reduction has a proportionally greater impact on the least profitable
companies.
Specifically, the SGA/Revenue coefficient changes from -0.1211 at the 10th quantile to -

0.0249 at the 90th quantile. This difference (+0.0961) confirms that reducing operating

costs is the most effective lever for companies with the worst positioning in the sector.



FinTech Sector Cycle — Nowcasting Index

Figure 5.4. FinTech sector cycle index (2018-2025)

The sector cycle index is a composite indicator based on sector medians of revenue
growth, operating margin, and operating cash margin. Normalized between 0 and 1,

values above 0.55 indicate expansion and values below 0.45 indicate contraction.

The temporal analysis reveals 32 observed quarters, of which 8 correspond to expansion
periods, 10 to contraction, and O to recovery. The current regime (2025Q4) is expansion

with an index of 0.69.

The FinTech sector cycle shows a clear pattern: post-COVID expansion in 2020-2021 driven
by accelerated digital adoption, followed by a contraction in 2022-2024 caused by the
interest rate hike cycle and growth normalization. In recent quarters, stabilization signals
are observed, with median operating margins consolidating in positive territory and

revenue growth normalizing in the 15-30% range.



FinTech Sector — Macro Sensitivity (Company x Macro Variable)

Figure 5.5. Sector sensitivity to macroeconomic variables

The macroeconomic sensitivity analysis examines the correlation between each
company's operating margin and 10 key macroeconomic variables. At the sector level, the

most influential variables are:

Table 5.4. FinTech sector macroeconomic sensitivity (top 6)

Macro Variable Sector Correlation Direction
Year-over-year inflation -0.2422 Negative
High-yield spread -0.2029 Negative
10-year Treasury yield +0.1845 Positive
Federal funds rate +0.1823 Positive
VIX Index (volatility) -0.1645 Negative
S&P 500 return QoQ +0.1063 Positive

Source: Own elaboration based on S&P Capital IQ data.

The positive correlation with the federal funds rate and the 10-year Treasury yield may

seem counterintuitive, but it is explained by the fact that rate hikes benefit companies



with large cash balances (such as Wise, which generates float income) and temporally
coincide with the sector's margin improvement in 2024-2025. The negative correlation
with the high-yield spread and inflation reflects that credit stress conditions and

purchasing power erosion harm FinTechs.

At the individual level, the most sensitive companies to each macroeconomic variable are:

Table 5.5. Most sensitive companies to each macroeconomic variable

Macro Variable Most Sensitive Company Correlation
Consumer sentiment Sofi -0.5393
Federal funds rate Wise +0.8735
GDP growth YoY Moneylion -0.5865
High-yield spread Toast -0.7471
Year-over-year inflation Dave Inc -0.7770
S&P 500 return QoQ Paypal +0.5836
10-year Treasury yield Wise +0.8054
Unemployment rate Toast -0.4792
VIX Index (volatility) Toast -0.6988
Yield curve (10Y-2Y) Upstart +0.6382

Source: Own elaboration based on S&P Capital IQ data.

The regime-specific driver analysis reveals important differences in how factors affect
operating margin depending on the economic cycle. In expansion (R2=82.87%),
SGA/Revenue remains the primary driver, but in contraction (R2=91.64%), R&D/Revenue
gains relative importance, suggesting that in adverse periods, companies investing more in

R&D face greater margin pressure.

Variables with sign change between regimes: VIX Index (volatility), SBC/Revenue,

Debt/Equity. These sign changes indicate that the relationship between these variables



and operating margin reverses depending on the economic cycle, which has important

implications for cyclical portfolio construction.



The financial risk model evaluates each company across four dimensions, each weighted
from 0 to 25 points, generating a total score from 0 (minimum risk) to 100 (maximum

risk):

Financial stress (0-25): Evaluates the persistence of negative FCF, excessive leverage, and
insufficient interest coverage. Companies with multiple consecutive quarters of cash burn

receive high scores in this dimension.

Earnings quality (0-25): Measures the divergence between net income and operating cash
flow. When a company reports accounting profits but does not generate equivalent cash,

this may indicate accounting aggressiveness or working capital issues.

Margin deterioration (0-25): Detects persistent downward trends in operating and gross
margins. A company with deteriorating margins for 4+ consecutive quarters receives an

elevated score.

Volatility (0-25): Measures the historical variability of margins and revenue growth.

Companies with stable and predictable metrics receive low scores.

FinTech Sector — Risk Scoring Dashboard




Figure 5.6. Financial risk dashboard by company

Table 5.6. Financial risk scores by company

Company Tier Total Stress Quality Margin Volat. Class
WeBank Tier 3 58 8 10 20 20 Elevated
Coinbase Tier 1 55 0 15 20 20 Elevated
Margeta Tier 1 43 8 15 0 20 Elevated
Upstart Tier 1 38 13 15 0 10 Moderate
Fiserv Tier 1 35 5 10 20 0 Moderate
Affirm Tier 1 28 13 5 0 10 Moderate
Lemonade Tier 2 26 16 10 0 0 Moderate
Adyen Tier 1 25 0 25 0 0 Moderate
Revolut Tier 3 25 0 0 0 25 Moderate
Wise Tier 2 25 0 10 15 0 Moderate
MoneyLion Tier 1 20 0 10 10 0 Low
dLocal Tier 2 20 0 0 10 10 Low
Remitly Tier 2 18 8 10 0 0 Low
Bill Holdings Tier 1 15 0 15 0 0 Low
Flywire Tier 2 15 0 5 10 0 Low
PayPal Tier 1 10 0 0 10 0 Low
Chime Tier 2 10 0 0 0 10 Low
Global-e Tier 3 10 0 10 0 0 Low
Online
Payoneer Tier 2 10 0 0 10 0 Low
Block Tier 1 8 8 0 0 0 Low
(Square)
Shift4 Tier 1 5 5 0 0 0 Low




Payments

Pagaya Tier 3 5 5 0 0 0 Low

Technologies

OppFi Tier 3 5 5 0 0 0 Low
Dave Inc Tier 2 0 0 0 0 0 Low
Nuvei Tier 3 0 0 0 0 0 Low
Toast Tier 1 0 0 0 0 0 Low

Source: Own elaboration based on S&P Capital IQ data.

The highest-risk companies are: WeBank (58/100, main factors: stress=8, quality=10);
Coinbase (55/100, main factors: stress=0, quality=15); Margeta (43/100, main factors:
stress=8, quality=15). For companies with the highest risk scores, it is fundamental to
distinguish between structural risk (inherently volatile business model) and temporal risk

(company in transition that may improve over time).

The lowest-risk companies are: Toast (0/100); Nuvei (0/100); Dave Inc (0/100). These

companies combine stable cash generation, predictable margins, and contained leverage.

The Momentum Score measures the direction of change in each company's fundamental
metrics. It is calculated as (metrics improving - metrics deteriorating) / total metrics,
generating a value between -1 (all worsening) and +1 (all improving). This indicator is

especially useful for identifying companies at an inflection point.




FinTech Sector — Fundamental Momentum

Momentum Sci (-1 = all deteriorating, +1 = all improving)

Figure 5.7. Fundamental momentum by company

Table 5.7. Fundamental momentum by company

Company Momentum Improving Deteriorating Classification

MoneyLion +0.550 15 4 Strong positive

Revolut +0.462 7 1 Strong positive
Shift4 Payments +0.286 12 6 Positive
Dave Inc +0.235 10 6 Positive
WeBank +0.188 8 5 Positive
Pagaya +0.182 12 8 Positive

Technologies

Margeta +0.182 12 8 Positive
Chime +0.167 7 4 Positive
Flywire +0.150 11 8 Positive

OppFi +0.111 5 4 Positive




Upstart +0.100 9 7 Neutral
Toast +0.095 10 8 Neutral
Adyen +0.050 8 7 Neutral
Remitly +0.048 10 9 Neutral
dLocal +0.048 11 10 Neutral
PayPal +0.045 7 6 Neutral
Block (Square) -0.045 10 11 Neutral
Affirm -0.095 8 10 Neutral
Lemonade -0.095 9 11 Neutral
Nuvei -0.095 7 9 Neutral
Bill Holdings -0.095 7 9 Neutral
Payoneer -0.136 6 9 Negative
Coinbase -0.143 8 11 Negative
Wise -0.227 7 12 Negative
Global-e Online -0.286 7 13 Negative
Fiserv -0.429 5 14 Strong negative

Source: Own elaboration based on S&P Capital IQ data.

Momentum leaders: MoneyLion (+0.550), Revolut (+0.462), Shift4 Payments (+0.286).
These companies show simultaneous improvements across multiple metrics, suggesting a
favorable operational trajectory. For the investor, sustained positive momentum can be a

leading indicator of valuation improvement.

Momentum laggards: Wise (-0.227), Global-e Online (-0.286), Fiserv (-0.429). Persistent
negative momentum may indicate structural deterioration of the business model or

cyclical challenges that require attention.



Temporal analysis allows us to observe how the FinTech sector has evolved over time,
identifying trends, convergences, and divergences between companies. This dimension is

key to understanding sector maturity and the sustainability of business models.

FinTech Sector — Revenue Growth YoY Evolution (Top 10)

Figure 6.1. Year-over-year revenue growth evolution by company

The sector trend analysis shows a improving direction with a trend change of +0.052
points. The current trend level is 0.167, with a seasonal amplitude of 0.2029 and residual
volatility of 0.1456. The trend explains 66.9% of total variance, while seasonality

contributes only 3.7%.

Revenue growth evolution shows a common pattern across most companies: exceptional
growth rates during 2020-2021 (above 50% in many cases), followed by a progressive
deceleration to the current 15-30% range. Coinbase is the most notable exception, with

extreme volatility correlated with cryptocurrency market cycles.

The convergence in growth rates is a signal of sector maturity. When a sector transitions
from the hypergrowth phase to the sustainable growth phase, companies tend to
converge toward an average growth rate determined by the total addressable market size
and digital penetration. In FinTech, this convergence rate appears to settle in the 15-25%

YoY range.



FinTech Sector — Operating Margin Evolution (Top 10)

Figure 6.2. Operating margin evolution by company

Operating margin evolution is perhaps the most relevant story of the FinTech sector over
the past three years. Between 2020 and 2022, most companies operated with negative
margins, prioritizing user acquisition and platform building over profitability. Starting in
2023, the shift in priorities forced by the high-rate environment and valuation contraction

triggered a massive pivot toward operational efficiency.

The result is a gradual convergence toward the 0-20% operating margin range. Companies
like Toast, Remitly, and Bill Holdings that were deeply in losses have achieved operational
break-even. Companies like Wise, Adyen, and Fiserv maintain stable margins above 20%.
And companies like Lemonade remain in negative territory, with a business model

(InsurTech) that requires more time to scale.



FinTech Sector — Kaplan-Meier Survival Curve (Time to Profitability)

o
S
a

rs since first observation

Figure 6.3. Kaplan-Meier survival curves: time to operational profitability

The Kaplan-Meier survival analysis estimates the time it takes each company to achieve a
positive operating margin for the first time. Of the 25 companies analyzed, 24 (96%)
achieved operational profitability and 1 remained unprofitable at the end of the

observation period.

The median survival time is 3 quarters (i.e., half of the companies achieve profitability in 3
quarters or fewer), while the mean duration is 6.9 quarters. The difference between
median and mean indicates an asymmetric distribution: most companies achieve
profitability relatively quickly, but a small group takes significantly longer (up to 32

quarters in the extreme case).

Companies with rapid profitability (<=2 quarters): Adyen, Chime, Dave Inc, Dlocal, Fiserv.
These companies were already profitable at the start of their historical series or achieved
profitability very early, indicating business models with favorable economics from the

outset.

Companies with a long path to profitability: Margeta (18 quarters), Toast (18 quarters),

Remitly (19 quarters), Bill Holdings (20 quarters), Square (23 quarters). These companies



invested for years in building their platform, acquiring users, and gaining scale before

reaching the operational break-even point.

Companies that have not achieved profitability: Lemonade (32 quarters without achieving
it). These companies remain in the investment phase, and the viability of their business

model depends on achieving profitability before exhausting their cash reserves.



Network analysis examines the correlations between companies' financial profiles to
identify communities, hubs, and co-movement patterns. This type of analysis is
fundamental for building diversified portfolios: highly correlated companies offer little
mutual diversification, while companies with low or negative correlation are

complementary in a portfolio.

FinTech Sector — Correlation Network (66 edges, 5 communities)

Figure 7.1. Financial relationship network graph among FinTech companies

The network graph visualizes the strongest connections between companies based on the
similarity of their financial profiles over time. Each node represents a company, and edges
(connections) represent correlations above a minimum threshold. Node size may reflect

capitalization or revenue, and color indicates the cluster to which it belongs.



The communities detected in the network tend to coincide with the clusters identified in
the previous analysis, which validates the robustness of both approaches. However, the
network also reveals relationships that clustering does not capture: for example,
companies from different clusters that share similar temporal dynamics (such as common

sensitivity to the interest rate cycle).

7.1 Portfolio Diversification Implications

From a portfolio construction perspective, the network analysis suggests that a diversified
FinTech portfolio should include companies from all three identified clusters, with
emphasis on selecting companies with low mutual correlation. Combining a Quality
Compounder (such as Adyen), a Growth company (such as Affirm), and an Efficient
Neobank (such as Wise) provides exposure to different return drivers and reduces

subsector-specific risk.

Additionally, companies acting as 'hubs' in the network (with many connections) tend to
be the most representative of the sector. These companies are useful as sector
benchmarks, and their behavior can serve as a leading indicator of trends that later extend

to the rest of the sector.



8. Analysis Reliability and Limitations

Every quantitative analysis has inherent limitations that must be transparent so that
results are interpreted correctly. This section documents the statistical reliability of each

model and the known limitations of the study.

8.1 Model Reliability

Table 8.1. Analytical model reliability

Model Primary Metric Secondary Metric Interpretation
Drivers Model (Ridge) R2=84.07% R2 CV=71.46% High within reliability
Clustering (K- Silhouette=0.3865 k=3 Moderate separation
Means+PCA)
Margin Predictor AUC=0.4545 Accuracy=0.4499 Does not beat baseline
(0.533)
Macro Model R2 base=87.16% R2 ext=89.88% +3.1% with macro

Source: Own elaboration based on S&P Capital IQ data.

The drivers model is the most reliable of the set, with a within R2 of 84.07% indicating
high explanatory power within each company. However, it should be interpreted with
caution: a high R2 with 16 companies may indicate some degree of overfitting. The cross-

validation R2 (71.46%) confirms that the model generalizes reasonably.

The margin predictor with AUC=0.4545 is a negative but valid result: it demonstrates that
current fundamentals do not contain predictive information about the future evolution of
margins in FinTech. This result suggests that margins depend more on exogenous factors

(macro, regulation, competition) than on internal financial structure.

8.2 Study Limitations

Sample size: With 26 companies, the analysis operates in the 'small-sample finance'

regime. Complex ML models (Random Forest, XGBoost) tend to overfit with so few cross-



sectional observations. Therefore, simple and regularized models have been used (Ridge,

Logistic with L2).

Survivorship bias: The analysis universe includes only companies that continue to operate.
FinTech companies that failed and exited the market are not represented, which biases

results upward. This is especially relevant in survival analysis and risk scoring.

Mixed periodicity: Most companies have quarterly data, but Revolut and WeBank only
have annual data. This creates gaps in quarterly cross-sectional comparisons and may

distort sector medians in periods where these companies are not represented.

Currency conversion: Wise (GBP), Revolut (GBP), and WeBank (CNY) required conversion
to USD. Exchange rate fluctuations may affect growth metrics (a revenue increase in GBP

may translate into a decline in USD if the pound depreciates) and balance sheet ratios.

Accounting particularities: Companies like Wise (client funds inflating the balance sheet),
Lemonade (insurance accounting different from FinTech), and lending platforms (which
report net vs. gross revenues inconsistently) require interpretive adjustments that the

automated pipeline does not always capture.

WE CAN conclude: (1) Reliable relative positioning of each company within the sector
across multiple dimensions; (2) Robust identification of sector archetypes with
differentiated financial profiles; (3) Within-company profitability drivers are dominated by
operational efficiency; (4) The sector is in a maturation phase with margin convergence;

(5) There is significant heterogeneity in financial risk within the sector.

WE CANNOT conclude: (1) Future margin evolution predictions with reliability above
random chance; (2) Strict causality (our models show correlations, not necessarily causes);
(3) Valuations or price targets (we do not have market data); (4) Generalization of results

to other sectors without specific validation.



The comprehensive analysis of the FinTech sector, based on 9 analytical modules and

covering 26 companies, allows us to draw the following key conclusions:

1. Operational efficiency is the #1 driver of profitability in FinTech. The drivers model
(R2=84.07%) demonstrates that the SGA/Revenue ratio (coefficient -0.1097) is the primary
determinant of operating margin. Companies that manage to scale revenue without
proportionally increasing their cost structure generate the best margins. This conclusion
has direct implications for investment evaluation: operational efficiency should be

weighted above revenue growth in FinTech company selection.

2. The sector presents 3 clearly differentiated archetypes. The Quality Compounder
(majority) groups profitable companies with moderate growth; the High Growth/Pre-
Profit includes companies that still prioritize growth over profitability; and the Efficient
Neobank contains companies with exceptional margins but accounting particularities. This
segmentation is fundamental for benchmarking: comparing a growth company with a

mature one produces erroneous conclusions.

3. The sector is in a expansion phase with a composite index of 0.69. After the 2022-2024
contraction caused by the interest rate cycle, the data shows recovery signals in operating
margins and revenue growth stabilization. The sector's median operating margin has

reached positive territory on a sustained basis.

4. Current fundamentals do not predict future margin evolution (AUC=0.4545). This
negative result is economically significant: it implies that FinTech margins depend more on
exogenous factors (macro environment, regulation, competition, technological
innovation) than on internal financial structure. For the investor, this means that

fundamental analysis must be complemented with macro and qualitative analysis.

5. Macroeconomic variables add explanatory value to the drivers model (+3.1% R2). The

federal funds rate and the yield curve are the most relevant macro variables for the



sector's operating margin. This confirms the FinTech sector's dependence on the interest
rate environment and suggests that monetary policy should be a central input in any

investment thesis for the sector.

6. 96% of companies achieve operational profitability, with a median of 3 quarters.
However, the dispersion is enormous: some companies are profitable from the start, while
others take more than 20 quarters. Lending and InsurTech models tend to have longer

paths to profitability than payment processors.

7. Financial risk varies enormously within the sector, from Dave Inc (0/100) to WeBank
(58/100). The most discriminating risk dimensions are financial stress (persistence of
negative FCF) and margin volatility. The investor should weigh whether the elevated risk
of certain companies reflects a temporary investment phase or a structural problem of the

business model.

Looking ahead, the FinTech sector faces an environment of opportunities and challenges

that will define its evolution over the next 3-5 years:

Increasing regulation: Financial authorities are tightening oversight of FinTech, with
greater requirements for banking licenses, consumer protection, and anti-money
laundering compliance. Companies that anticipate and adapt to regulation will have a

competitive advantage; those that ignore it will face existential risks.

Interest rates and monetary policy: The rate environment will define the relative
performance of subsectors. High rates benefit companies with float income (Wise,
neobanks) but penalize lending platforms (Affirm, Upstart). An eventual rate-cutting cycle

could reverse these dynamics.

Generative Al and automation: The adoption of generative artificial intelligence promises
to reduce operating costs (especially in customer service and compliance) and improve
the personalization of financial services. Companies leading Al adoption could see

significant improvements in their SGA/Revenue ratio.



Sector consolidation: The sector is maturing, and consolidation is inevitable. Larger and
more profitable companies will acquire complementary capabilities, while companies with
weak business models will be absorbed or disappear. Nuvei (which was already taken

private) is a recent example of this trend.

9.3 Recommendations for Future Research

To deepen the FinTech sector analysis, it is recommended to: (1) Expand the universe to
40-50 companies to improve the statistical robustness of models; (2) Integrate market
data (prices, valuations) to validate whether fundamental alpha translates into actual
returns; (3) Incorporate alternative data (web traffic, app downloads, social sentiment) as
leading indicators; (4) Develop intrinsic valuation models (DCF) fed by the drivers model;
(5) Expand the framework to other sectors (SaaS, E-commerce, Healthcare) to enable

cross-sector analysis.






