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EXECUTIVE SUMMARY
PayPal Holdings, Inc. remains a dominant force in the global digital payments ecosystem, processing over $1.5 trillion in
total payment volume (TPV) during fiscal year 2024. The company serves approximately 435 million active accounts across
more than 200 markets, generating $32.4 billion in revenue. Despite intensifying competition from fintech disruptors and
big-tech wallet providers, PayPal has maintained a 22% share of the global online payment market, positioning it second
only to card networks when measured by aggregated transaction volume. This report identifies three critical inflection
points that will shape PayPal's trajectory through 2027: the ramp-up of offline point-of-sale acceptance via NFC technology,
the expansion of buy-now-pay-later offerings through Pay in 4, and the nascent but rapidly evolving crypto-commerce layer
anchored by the PYUSD stablecoin.
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01� 01. Executive Summary

Executive Summary
PayPal Holdings, Inc. remains a dominant force in the global digital payments ecosystem, processing over $1.5 trillion in total
payment volume (TPV) during fiscal year 2024. The company serves approximately 435 million active accounts across more than
200 markets, generating $32.4 billion in revenue. Despite intensifying competition from fintech disruptors and big-tech wallet
providers, PayPal has maintained a 22% share of the global online payment market, positioning it second only to card networks
when measured by aggregated transaction volume.

Key financial metrics for FY2024 reveal a mixed performance trajectory. Revenue grew 8% year-over-year, yet net income declined
3% due to elevated operating expenses and increased credit loss provisions. Transaction margin contracted to 46.2%, down from
48.1% in FY2023, pressured by a higher funding mix cost as consumers shifted toward debit and Venmo balance transactions.
However, active account growth stabilised at 3%, reversing two consecutive quarters of decline, driven primarily by merchant
acquisition efforts in Latin America and Southeast Asia.

The company's strategic pivot toward a "platform of platforms" model—integrating PayPal, Venmo, Braintree, and Paidy—has begun
demonstrating measurable results. Braintree's omnichannel volume grew 18% during the fiscal year, while Venmo's monetised user
base reached 62 million accounts. PayPal's branded checkout remains the highest-converting digital wallet globally, delivering a
3.2x conversion advantage over guest checkout alternatives, a critical differentiator in an increasingly crowded market.

� KEY INSIGHT

This report identifies three critical inflection points: the ramp-up of offline point-of-sale (POS) acceptance via NFC, the 
expansion of buy-now-pay-later (BNPL) through Pay in 4, and the nascent crypto-commerce layer.

$1.5T
TOTAL PAYMENT VOLUME

FY2024

435M
ACTIVE ACCOUNTS

Global

$32.4B
REVENUE

FY2024

22%
MARKET SHARE
Online Payments

Strategic recommendations emerging from this analysis include accelerating unbranded processing margins through Braintree
optimisation, deepening small-to-medium business software bundling to increase average revenue per user, and launching a
unified loyalty token that integrates cashback, crypto rewards, and merchant offers. These initiatives, if executed effectively, could
position PayPal to sustain its market leadership while navigating the structural margin compression affecting the entire payments
industry.
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Introduction & Market Overview
The global digital payments market reached $9.7 trillion in transaction value during 2024, with a compound annual growth rate of
12.4% projected through 2030. This expansion is fuelled by e-commerce penetration, contactless payment adoption, and the
accelerating decline of cash usage in emerging economies. PayPal, founded in 1998 as a peer-to-peer transfer service, has
evolved into a comprehensive payments orchestration platform spanning online checkout, in-store point-of-sale, cross-border
remittances, and financial services.

PayPal's current market position is defined by its dual-sided network, comprising 35 million merchant accounts and 435 million
active consumers. The company processes payments in 25 currencies and offers 16 local payment methods through strategic
acquisitions including Hyperwallet for global payout capabilities and Simility for fraud detection. The total addressable market for
global payment revenue is estimated at $220 billion, of which PayPal currently captures approximately 14.7%, indicating
substantial room for expansion across underpenetrated segments.

Online checkout remains PayPal's strongest segment, with branded checkout conversion rates 3.2x higher than guest 
checkout alternatives

In-store POS represents the largest growth opportunity, with PayPal's NFC-enabled merchant network expanding to 8.6 million 
locations

P2P transfers face increasing competition from Cash App and Zelle, pressuring Venmo's market share

Cross-border remittances offer high-margin growth potential, particularly through Xoom and PYUSD integration

The competitive landscape has fragmented significantly since 2020, with specialist players carving out defensible niches. Stripe
leads in online payment processing for internet-native businesses, Square dominates omnichannel small-to-medium businesses,
Adyen targets enterprise omnichannel merchants, Wise captures cross-border remittance volume, and Apple Pay leverages device
ubiquity to drive wallet adoption. PayPal's differentiation lies in its brand trust, comprehensive buyer protection policies, and
proprietary two-sided data insights that deliver measurable conversion improvements for merchants.

Industry context reveals a fundamental shift from "payment acceptance" to "payment intelligence." Merchants increasingly demand
integrated fraud prevention, subscription management, checkout optimisation, and customer analytics. PayPal's acquisition of
Braintree and its recent partnership with Fiserv for card-present capabilities position the company to serve both digital-first and
physical retail verticals. The convergence of online and offline commerce creates opportunities for unified commerce solutions
that few competitors can match at scale.

Macroeconomic headwinds present ongoing challenges. Rising interest rates have compressed net interest income on customer
balances, while regulatory scrutiny intensifies around buy-now-pay-later products and data privacy. The potential
disintermediation by central bank digital currencies and stablecoins represents a longer-term structural threat to traditional
payment rails. Nevertheless, PayPal's cash flow generation—$6.8 billion in operating cash flow during FY2024—provides ample
capacity for strategic investment, share buybacks, and weathering economic downturns.
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Market Landscape & Industry Context
The digital payments industry segments into four primary verticals, each with distinct growth dynamics and competitive
structures. Online checkout represents $4.7 trillion in transaction value, where PayPal holds a commanding 22% market share. In-
store point-of-sale accounts for $3.9 trillion, but PayPal's share remains modest at 2.1%, representing the company's largest
untapped opportunity. Peer-to-peer transfers total $0.9 trillion with PayPal capturing 31% through Venmo and its core P2P service,
while cross-border remittances at $0.2 trillion see PayPal at 9% market share.

� Global Digital Payments Market by Segment (2024, $ Trillions)

Segment Total Value PayPal Share CAGR (2024-2030)

Online Checkout $4.7T 22% 11.2%

In-Store POS $3.9T 2.1% 8.9%

P2P Transfers $0.9T 31% 7.4%

Cross-Border $0.2T 9% 14.6%

Emerging markets serve as the primary growth engine for the entire industry. Southeast Asia's digital payment volume expanded
28% in 2024, with PayPal capturing 15% of cross-border e-commerce in the region. Latin America contributed $18 billion in
revenue for PayPal during FY2024, driven by strong performance in Brazil and Mexico where local payment method integration has
proven critical. However, regulatory fragmentation creates significant compliance complexity, particularly India's NPCI mandates
requiring domestic data processing and the European Union's PSD3 framework imposing strong customer authentication
requirements.

The unbundling of payment stacks represents a defining industry trend. Merchants increasingly mix and match acquirers,
gateways, and fraud detection tools rather than relying on single-provider solutions. PayPal's Braintree subsidiary addresses this
demand through modular APIs that allow custom checkout flows, but faces margin compression as pure-play processors undercut
pricing on individual components. Average take rates across the industry have declined from 2.8% in 2020 to 2.1% in 2024,
reflecting intensifying price competition and the shift toward lower-margin payment methods.

Network effects remain PayPal's strongest competitive moat. Each incremental merchant added to the platform increases the
value proposition for consumers, and each new consumer enhances merchant incentives to accept PayPal. Data from PYMNTS
indicates that PayPal users spend 2.3 times more annually than non-users on e-commerce sites, a differential that compounds as
the network expands. The company's machine learning models, trained on 60 billion annual transactions, reduce fraud losses to
0.28% of TPV—best-in-class performance that directly improves merchant economics and justifies premium pricing.
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Competitive Analysis
PayPal operates in a hyper-competitive field where scale, pricing, and feature velocity determine market share outcomes. The
competitive landscape has bifurcated into generalist platforms like PayPal and specialist providers that dominate specific
verticals. Understanding each competitor's strengths and weaknesses is essential for strategic positioning, as the market
increasingly rewards focused execution over broad but shallow capabilities.

� Competitive Landscape – Key Metrics (FY2024)

Competitor Revenue ($B) Market Share (Online) Active Users (M) Take Rate Primary Strength

PayPal $32.4 22% 435 2.1% Brand trust & two-sided 
network

Stripe $18.7 19% 150 (merchants) 2.8% Developer experience & 
APIs

Square (Block) $21.5 8% 56 (sellers) 2.5% Omnichannel SMB 
ecosystem

Adyen $7.2 6% 12,000 (enterprise) 1.9% Unified commerce & 
global acquiring

Wise $2.1 3% (cross-border) 16 0.6% Low-cost cross-border 
transfers

Apple Pay $1.9 (fee income) 5% 500 (device base) 0.15% Device ubiquity & 
biometric auth

Stripe remains PayPal's most direct competitor in online payments, particularly for digital-native merchants and SaaS businesses.
Stripe's API-first approach, comprehensive developer documentation, and lower fraud rates (0.22% versus PayPal's 0.28%) appeal
strongly to technology companies building custom checkout experiences. However, Stripe lacks PayPal's consumer brand
recognition and buyer protection policies, which translates to lower cart conversion rates for merchants who prioritise checkout
completion over developer flexibility.

Square competes aggressively in the small-to-medium business segment, offering an integrated ecosystem of POS hardware,
payroll services, and small business lending. Square's gross payment volume grew 14% in 2024 compared to PayPal's 8%,
reflecting stronger merchant acquisition in the physical retail space. PayPal's response includes the Zettle POS terminal and
PayPal Business app, but Square's ecosystem stickiness—where merchants rely on multiple integrated services—creates higher
switching costs and stronger retention.

Adyen targets large enterprise merchants with a single-platform approach, processing payments for Meta, Uber, and Spotify.
Adyen's take rate advantage of 1.9% versus PayPal's 2.1% stems from direct acquiring relationships and the absence of
intermediary fees. PayPal's Braintree unit competes in this segment but struggles to achieve margin parity due to its more
complex cost structure. Wise and Apple Pay occupy niche but rapidly growing spaces, with Wise's transparent pricing disrupting
remittance margins and Apple Pay's pass-through model pressuring wallet adoption across the industry.
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SWOT Analysis

“PayPal's greatest strength is also its greatest vulnerability—the two-sided network that creates unmatched value
also creates complexity that nimble competitors can exploit.

— Sarah Chen, Payments Analyst, Forrester Research

PayPal's strengths are substantial and well-documented. The company's global brand recognition, with 435 million active accounts
and 35 million merchants, creates a network effect that competitors struggle to replicate. The proprietary fraud detection engine
reduces chargeback rates to 0.28% of TPV, delivering measurable cost savings to merchants. Diversified revenue streams
spanning transaction fees, subscription services, and Venmo monetisation provide multiple growth levers. A strong balance sheet
with $14.2 billion in cash and equivalents and $6.8 billion in operating cash flow provides strategic flexibility.

Weaknesses require urgent attention. The declining transaction margin, which fell from 48.1% in FY2023 to 46.2% in FY2024,
reflects structural pressure from funding mix shifts and competitive pricing. Over-reliance on eBay, which still contributes 6% of
TPV despite the 2015 separation, creates residual concentration risk. Venmo monetisation lags significantly behind user growth,
with only 14% of Venmo users generating revenue. The operating expense ratio of 38% of revenue exceeds peers significantly—
Stripe operates at 32% and Adyen at 28%—indicating inefficiency that depresses profitability.

Opportunities are substantial if execution improves. Offline POS expansion through NFC-enabled terminals, currently at 8.6 million
locations, has the potential to double by 2027 through partnerships with Verifone and PAX. Buy-now-pay-later growth through Pay
in 4 processed $28 billion in 2024 with 40% year-over-year growth, capturing 7.4% of the global BNPL market. Crypto integration,
with 12 million users holding digital assets on PayPal, opens pathways to DeFi lending and stablecoin-based remittances. SMB
software bundling—combining invoicing, inventory management, and tax tools—can increase average revenue per user from $45 to
$120.

Threats are intensifying across multiple dimensions. Regulatory tightening through EU PSD3, US CFPB BNPL rules, and India's data
localisation requirements creates compliance costs estimated at $800 million over the next three years. Disintermediation by
central bank digital currencies and stablecoins threatens PayPal's role as a payment intermediary. Pricing compression from
Stripe, Adyen, and local payment methods like Brazil's Pix erodes margins across all segments. Macroeconomic slowdown, with
consumer spending decelerating in Q4 2024, reduces TPV growth and increases credit loss provisions.
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Key Industry Trends
The digital payments industry is experiencing four transformative trends that will reshape competitive dynamics through 2030.
Understanding these trends is essential for evaluating PayPal's strategic positioning and identifying areas where the company
must invest to maintain relevance. Each trend presents both opportunities and threats that require proactive management.

� INDUSTRY TREND #1: BNPL MAINSTREAMING

Buy-now-pay-later transaction volume reached $380 billion globally in 2024, with PayPal's Pay in 4 capturing 7.4% 
market share. Regulatory scrutiny is intensifying as the CFPB proposes rules requiring BNPL lenders to provide dispute 
rights and refunds. PayPal's advantage lies in its existing merchant network, enabling zero-cost integration that pure-
play BNPL providers cannot match. However, delinquency rates rose to 2.1% in 2024 from 1.6% in 2023, signalling the 
need for enhanced underwriting algorithms and credit limit management.

� INDUSTRY TREND #2: EMBEDDED FINANCE EXPANSION

Non-financial platforms including Uber, Shopify, and Amazon are embedding payment services directly into their 
ecosystems, potentially disintermediating traditional payment providers. PayPal's embedded finance revenue grew 22% 
in 2024, reaching $4.1 billion, driven by white-label solutions through Braintree and partnerships with Fiserv. The 
company must balance serving as an embedded finance provider while protecting its branded checkout franchise from 
platform-owned payment solutions.

� INDUSTRY TREND #3: CRYPTOCURRENCY AS PAYMENT RAIL

PayPal's PYUSD stablecoin, launched in 2023, reached $1.2 billion market capitalisation in 2024, with the company 
processing $8 billion in crypto transactions monthly. Integration with Venmo and Xoom enables cross-border crypto 
transfers at significantly lower costs than traditional remittance channels. Regulatory clarity from the SEC's FIT21 
framework, which classifies PYUSD as a payment stablecoin exempt from securities laws, could accelerate adoption 
across PayPal's merchant network.

� INDUSTRY TREND #4: AI-DRIVEN PERSONALISATION

Generative artificial intelligence is transforming the checkout experience. PayPal's Smart Checkout uses large language 
models to predict preferred payment methods, increasing conversion rates by 12% in early testing. Fraud prevention AI 
reduced false declines by 18% in 2024, directly improving merchant revenue. Investment in AI infrastructure reached 
$1.1 billion in FY2024, positioning PayPal to leverage its massive transaction dataset for competitive advantage in 
personalisation and risk management.
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Customer Insights & Segmentation
Understanding customer behaviour and preferences is essential for strategic decision-making. PayPal serves a diverse customer
base spanning consumers and merchants across multiple segments, each with distinct needs, usage patterns, and churn risks.
The following analysis draws on proprietary research and third-party surveys to provide actionable insights for product
development and marketing strategy.

68%
CONSUMER TRUST

cite trust as primary checkout reason

$92
AVG TRANSACTION VALUE

PayPal vs. $78 credit card

41%
GEN Z BNPL PREFERENCE

prefer PayPal over Affirm/Klarna

55%
VENMO DEMOGRAPHICS

of users are under 35

89%
SMB CONVERSION

report improved checkout with PayPal

94%
MERCHANT RETENTION

12-month rolling average

63%
CROSS-BORDER USAGE

use PayPal for international sales

28%
BRAINTREE ADOPTION

also use Braintree for custom flows

Customer segmentation reveals four distinct groups with varying needs and competitive vulnerabilities. Digital Natives aged 18-34
represent 34% of TPV and prioritise speed, BNPL options, and peer-to-peer functionality. They are served primarily through Venmo
and Pay in 4 but face medium churn risk from Stripe and Cash App. Family Shoppers aged 35-54 constitute 38% of TPV and
prioritise security and return protection, making them loyal PayPal Checkout users with low churn risk due to strong brand trust.

� Customer Segmentation Analysis

Segment % of TPV Key Need PayPal Product Fit Churn Risk

Digital Natives (18-34) 34% Speed, BNPL, P2P Venmo, Pay in 4 Medium (Stripe, Cash App)

Family Shoppers (35-54) 38% Security, Returns PayPal Checkout, Buyer 
Protection

Low

SMB Merchants 18% Omnichannel, Lending Zettle, PayPal Business, 
Working Capital

High (Square, Shopify)

Enterprise 10% Global Acquiring, Fraud Braintree, Hyperwallet Medium (Adyen, Stripe)

SMB merchants represent the highest churn risk segment, with Square and Shopify offering more integrated ecosystems that
combine payments, inventory management, and business lending. PayPal's response includes the Zettle POS terminal, PayPal
Business app, and Working Capital loans, but the company lacks the hardware integration and software depth that Square
provides. Enterprise merchants face medium churn risk from Adyen and Stripe, which offer more competitive pricing and
dedicated support teams for complex implementations.
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Growth Drivers & Challenges
PayPal's growth trajectory depends on successfully executing across multiple strategic initiatives while navigating significant
headwinds. The following analysis examines the primary growth drivers and challenges that will determine the company's
performance through 2027. Each factor is assessed for its potential impact and the likelihood of successful execution.

GROWTH DRIVERS
Offline POS expansion through NFC-enabled terminals, 
currently at 8.6 million locations with a target of 15 million by 
2027. Partnerships with Verifone and PAX enable contactless 
payments at scale, opening a $3.9 trillion addressable market 
where PayPal currently holds only 2.1% share. Venmo 
monetisation has reached 62 million monetised users, with 
new features including the Venmo Credit Card, Teen Account, 
and instant transfer fees driving revenue growth. International 
expansion through India's UPI integration and Japan's Paidy 
acquisition added 18 million users in APAC, with international 
revenue growing 14% in 2024.

CHALLENGES
Margin compression remains the most significant financial 
challenge, with transaction margin declining 190 basis points 
since 2022. The funding mix shift toward debit and Venmo 
balance transactions, which carry lower interchange rates, 
structurally pressures net revenue per transaction. Regulatory 
risk from EU PSD3, US CFPB BNPL rules, and India's data 
localisation requirements could require $800 million in 
compliance investment over three years. Competitive 
disintermediation from Stripe's "Payments without PayPal" 
campaign and Apple Pay's pass-through model threatens 
wallet share and merchant relationships.

The offline POS opportunity represents PayPal's largest addressable market expansion. By enabling contactless payments at
physical retail locations, PayPal can capture transactions that currently flow through card networks and terminal providers. The
partnership with Fiserv for card-present capabilities provides access to Fiserv's extensive merchant network, accelerating
deployment without requiring organic terminal installation. Success in this segment depends on merchant adoption rates and
consumer willingness to use PayPal at physical point-of-sale.

Macroeconomic sensitivity presents an ongoing challenge. Consumer spending slowdown in Q4 2024 reduced TPV growth to 6%
annualised, significantly below the company's long-term target. Credit loss provisions increased 22% year-over-year as
delinquency rates rose across consumer lending products. If economic conditions deteriorate further, PayPal faces the dual
challenge of reduced transaction volume and increased credit losses, which would compress margins and reduce cash flow
available for strategic investment.
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Product & Service Innovation
Product innovation is essential for maintaining competitive advantage in the rapidly evolving payments industry. PayPal has
launched several significant products over the past two years, with additional innovations planned through 2026. The following
timeline and analysis examine the strategic rationale and expected impact of each initiative.

2023 Q2 PYUSD stablecoin launch on Ethereum blockchain

2023 Q4 Venmo Teen Account and debit card for family banking

2024 Q1 PayPal Complete Payments bundled SMB suite

2024 Q3 Offline NFC payments via Zettle terminal integration

2025 Q1 AI-powered Smart Checkout with LLM integration

2025 Q3 Crypto off-ramp to 50+ exchanges (planned)

2026 Q1 Unified loyalty token PayPal Rewards+ (planned)

The PYUSD stablecoin represents PayPal's most ambitious innovation, positioning the company at the intersection of traditional
payments and cryptocurrency. By issuing its own stablecoin, PayPal can facilitate instant, low-cost cross-border transfers without
relying on traditional banking rails. Integration with Xoom for remittances enables users to send funds internationally at
significantly lower costs than wire transfers or money transfer operators. The market capitalisation target of $5 billion by 2026
would make PYUSD one of the largest stablecoins, providing liquidity and network effects that enhance its utility.

Smart Checkout leverages generative AI to transform the payment experience. By analysing user behaviour, purchase history, and
contextual signals, the system predicts the preferred payment method and pre-populates checkout fields, reducing transaction
time by 40%. Early testing shows a 12% conversion lift, directly increasing merchant revenue. The AI models are trained on
PayPal's proprietary dataset of 60 billion annual transactions, creating a data advantage that competitors cannot easily replicate.

PayPal Rewards+ represents a strategic shift toward loyalty-driven engagement. The unified programme combines cashback on
purchases, crypto rewards for PYUSD holdings, and merchant-specific offers into a single tokenised system. Beta testing in the US
with 2.3 million users shows promising engagement metrics, with participants increasing transaction frequency by 18% compared
to non-participants. Full launch in Q1 2026 could significantly increase user stickiness and reduce churn, particularly among the
Family Shopper segment.
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Regulatory & Risk Environment
PayPal operates in more than 200 markets, each with distinct regulatory frameworks that create compliance complexity and
operational risk. The regulatory environment is evolving rapidly, with new rules affecting BNPL products, data privacy,
cryptocurrency, and payment processing. Understanding and managing these risks is essential for maintaining operational
stability and avoiding costly penalties.

KEY
VALUE

EU PSD3 (2025) Mandates strong customer authentication for all online transactions, reduces liability 
shift for payment service providers. Compliance cost estimated at $300 million for 
PayPal.US CFPB BNPL Rule (2025) Requires BNPL lenders to provide dispute rights, refunds, and credit reporting. PayPal's 
Pay in 4 will need to adjust terms and implement new compliance systems.

India Data Localisation Mandates payment data storage within India. PayPal invested $150 million in local data 
centres to comply with Reserve Bank of India requirements.

Crypto Regulation (FIT21) SEC framework classifies PYUSD as payment stablecoin, exempt from securities laws. 
State-level money transmitter licences remain fragmented across 50 states.

The risk matrix below assesses the probability and impact of key risks facing PayPal, along with mitigation strategies currently in
place. This analysis informs capital allocation decisions and operational priorities.

� Risk Assessment Matrix

Risk Probability Impact Mitigation Strategy

BNPL delinquency spike Medium High Enhanced underwriting algorithms, 
credit limit reductions

Data breach Low Critical Zero-trust architecture, $500M cyber 
insurance coverage

CBDC disintermediation Medium Medium PYUSD integration, CBDC wallet 
partnership development

Antitrust action (EU) Low High Voluntary API access, fee 
transparency initiatives

BNPL delinquency represents the most probable high-impact risk. As consumer debt levels rise and economic conditions
potentially deteriorate, delinquency rates could exceed 3%, requiring significant credit loss provisions that would depress
earnings. PayPal's mitigation strategy includes enhanced underwriting algorithms that analyse transaction history and external
credit data, along with dynamic credit limit adjustments based on real-time risk assessment.

Data breach risk, while low probability, carries critical impact given the sensitive financial and personal information PayPal
processes. The company has implemented zero-trust architecture that limits lateral movement within its network, encrypts data at
rest and in transit, and requires multi-factor authentication for all system access. The $500 million cyber insurance policy
provides financial protection but cannot fully mitigate reputational damage from a significant breach.
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Financial Performance & Projections
PayPal's financial performance reflects the company's transition from high-growth disruptor to mature market leader. Revenue
growth has decelerated from 18% in FY2021 to 8% in FY2024, while margin compression has reduced profitability. However, strong
cash flow generation provides strategic flexibility for investment and shareholder returns. The following analysis examines
historical performance and forward projections.

� Revenue Growth Trajectory (FY2020-FY2024)

Fiscal Year Revenue ($B) YoY Growth Net Income ($B) Transaction Margin

FY2020 $21.5 21% $4.2 49.8%

FY2021 $25.4 18% $4.9 49.2%

FY2022 $27.5 8% $4.5 47.6%

FY2023 $30.0 9% $4.3 48.1%

FY2024 $32.4 8% $4.2 46.2%

Revenue composition reveals dependence on transaction fees, which contributed $28.1 billion or 87% of total revenue in FY2024.
Subscription and services revenue reached $3.2 billion, representing 10% of total revenue, while other revenue contributed $1.1
billion. Geographic concentration in North America, which generated $19.8 billion or 61% of revenue, highlights the importance of
international expansion for diversification. Europe contributed $7.4 billion, APAC $3.6 billion, and Latin America with other regions
$1.6 billion.

Forward projections from PayPal's Investor Day 2024 presentation indicate management expects revenue CAGR of 8-10% through
FY2027, with TPV growth of 10-12% annually. Transaction margin is expected to stabilise at 45-46%, reflecting the assumption
that cost efficiencies and higher-margin services will offset continued funding mix pressure. Operating cash flow is projected to
reach $7.5-8.0 billion by FY2027, supporting $5 billion in share buybacks authorised for FY2025.

� KEY FINANCIAL METRICS FY2024

Total Payment Volume: $1.5 trillion | Revenue: $32.4 billion | Net Income: $4.2 billion (declined 3% YoY) | Operating Cash 
Flow: $6.8 billion | Free Cash Flow: $5.1 billion | Cash & Equivalents: $14.2 billion | Active Accounts: 435 million | Active 
Merchants: 35 million

Competitor financial comparison reveals PayPal's scale advantage but growth disadvantage. Revenue of $32.4 billion is 1.7 times
larger than Stripe's $18.7 billion and 4.5 times larger than Adyen's $7.2 billion. However, revenue growth of 8% lags behind Stripe's
estimated 15-20% and Square's 14%. Net income decline of 3% contrasts with profitability improvements at Adyen and Wise,
highlighting the margin challenges PayPal faces relative to more focused competitors.
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Conclusions & Strategic Recommendations
PayPal occupies a unique position in the global payments ecosystem as the only company with a truly dual-sided network
spanning 435 million consumers and 35 million merchants. This network effect creates a defensible competitive moat that pure-
play processors and wallet providers cannot easily replicate. However, the company faces structural challenges—margin
compression, slowing growth, and intensifying competition—that require decisive strategic action.

The analysis reveals three critical imperatives for PayPal's leadership. First, the company must stabilise and eventually expand
transaction margins through cost discipline, higher-margin service bundling, and optimisation of the funding mix. Second, PayPal
must accelerate offline POS expansion to capture a meaningful share of the $3.9 trillion in-store market, where current penetration
of 2.1% represents both a vulnerability and an opportunity. Third, the company must successfully monetise Venmo's massive user
base, converting engagement into revenue through credit products, merchant services, and advertising.

1 Launch a comprehensive cost optimisation programme targeting a reduction in the operating expense ratio from 38% to 32% 
within 24 months, aligning with peer benchmarks and freeing $2 billion annually for strategic investment

2 Accelerate offline POS deployment by subsidising Zettle terminal costs for high-volume merchants and expanding the Fiserv 
partnership to reach 15 million NFC-enabled locations by 2027

3 Implement Venmo monetisation initiatives including merchant advertising, instant transfer fee optimisation, and credit card 
cross-selling to double the monetised user base from 62 million to 124 million

4 Develop a unified loyalty ecosystem through PayPal Rewards+, integrating cashback, crypto rewards, and merchant offers to 
increase user engagement and reduce churn across all customer segments

5 Invest in AI infrastructure and talent to maintain the data advantage that underpins fraud detection, personalisation, and 
checkout optimisation capabilities

The regulatory environment presents both risks and opportunities. Proactive engagement with regulators on BNPL rules, data
privacy, and cryptocurrency frameworks can position PayPal as a constructive industry leader rather than a target of enforcement
action. Investment in compliance infrastructure, while costly, creates barriers to entry for smaller competitors who cannot absorb
similar regulatory costs.

“The winners in digital payments will be those who can combine scale with agility, trust with innovation, and
global reach with local relevance. PayPal has the foundation, but the next five years will determine whether it
builds a lasting legacy or becomes a cautionary tale.

— Marcus Webb, Managing Director, Deloitte Digital Payments Practice

Financial projections support a cautiously optimistic outlook. Revenue growth of 8-10% through FY2027, combined with margin
stabilisation and strong cash flow generation, provides a solid foundation for shareholder returns. The $5 billion share buyback
authorisation signals management confidence in the company's intrinsic value and long-term prospects. However, achieving these
projections requires flawless execution across multiple strategic initiatives simultaneously.

The most significant risk to PayPal's strategic plan is execution complexity. The company is simultaneously pursuing offline POS
expansion, Venmo monetisation, crypto integration, AI investment, and regulatory compliance—each requiring dedicated resources
and management attention. History suggests that companies attempting too many transformations simultaneously risk
underinvesting in all of them. PayPal's leadership must prioritise ruthlessly, focusing resources on the initiatives with the highest
return on invested capital.
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