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Wise Investment Thesis 

The following is an excerpt from Asheville Capital’s 2024 Interim Letter published August 2, 
2024. In the appendix at the end of this document, I have included our updated thoughts on our 
Wise position as of April 22, 2025. None of the below information is investment advice. You are 
encouraged to do your own due diligence, or outsource your investment decision making to an 
investment advisor, like Asheville Capital Management. 

Wise is a new position that we initiated in early June at a cost basis of £7.89 per share. We have since 
added to the position at £6.95 when shares briefly traded down intra-day based on speculation of a 
nonexistent short report.  

Wise facilitates cross-border money transfers for personal and business customers across more 
than 160 countries and more than 40 different currencies. Wise is without a doubt the cheapest, 
quickest and most frictionless way to move money around the world. 

Pre-Wise, moving money has actually been a mostly seamless process as long as it has been done 
domestically. Tools like Venmo, Cash App and PayPal have been serving this function in the United 
States for a while now with little differentiation between each other. But as soon as you need to move 
money to another country in another currency, it becomes expensive and slow. More than £11 trillion 
is moved cross-border each year (£2 trillion by individuals and £9 trillion by businesses) with 
approximately £219 billion (or 2%) being paid out in fees. This cost is inordinately paid out by the 
consumers and small businesses, who are charged 4-7% per transaction relative to institutions, who 
receive scale-based discounts. Not only that, but the money frequently takes 2-5 business days to 
reach its end-destination and each transaction typically requires an in-person visit to a local bank 
branch. 

These fees may not seem like much, but when you compare it to Wise’s average cross-border take 
rate of 64 basis points, Wise is 7-8x cheaper than the average bank transaction. 

This is compelling, especially for individuals and small businesses who travel internationally, or who 
move money cross-border on a regular basis. When you add in the fact that 62% of these transactions 
are completed instantly via the Wise mobile app or website, and do not require physical trips to bank 
branches, then you can begin to see how this four-pronged value proposition (lower costs, faster 
delivery, convenience, and transparency) is highly attractive versus using a bank.  

The question might arise then; why is it so expensive to use banks and why is the experience so bad?  

Firstly, there is little to no transparency required of banks. Banks therefore hide their fees and 
exchange rate markups with opaque pricing because they have historically had a captive customer 
base. Without transparency or competition, there has simply been no incentive for banks to lower 
their fees or improve their service.  



 
 

 

From the IPO prospectus in 2017; note that Wise’s average fees have declined with scale to 
0.64% while also the percentage of instant payments has also increased. 

 

Secondly, banks still rely on a correspondent banking model (called SWIFT) which was created in the 
1970s and which has gone unchanged with little innovation for more than two decades. This banking 
model is slow and inefficient, involving multiple middle-agents, each with their own individual 
markups. But Wise has built its own infrastructure to replace correspondent banking by bypassing it 
entirely. As noted, most countries already have fast, cheap, efficient payment networks. Wise has 
simply stitched these networks together into one global network. 



 
 

 

Also from Wise’s 2017 prospectus. Wise eliminates four agents from this example transaction. 

 

This infrastructure has made transfers easy, increasingly fast, and increasingly low cost. Every year a 
greater percentage of transactions complete instantly and the average transaction fee continues to 
decline. 

 

 

This is a key point. Wise could have kept the increasing economies of scale for themselves but they 
have instead consciously decided to further reduce their own take-rates as a continuation of their 
strategy to be the global low-cost provider. Wise therefore becomes increasingly cheaper for 
customers with each passing year, thus making the value proposition increasingly more attractive 



 
 
relative to that of banks, which have maintained their fee structures. Further, these banks are 
physically unable to respond to Wise given that they still operate on antiquated infrastructure. Banks 
are incapable of recreating Wise’s solution because of the regulatory limitations imposed on them 
that prevent the comingling of client’s assets (which is discussed in more detail below). 

Wise can do this because most “transactions” do not actually cross borders. If, say, I wanted to travel 
to Paris to attend the Olympics and I needed to transfer $5,000 into euros for my trip, in most cases, 
with a Wise transaction, my $5,000 does not actually leave the United States. Instead, it gets 
deposited into Wise’s US-based bank account and deducted from Wise’s European bank account. 
In neither case does the money leave Wise’s ecosystem until this money is either deposited into the 
end-user’s bank account or used by the end-consumer via Wise’s Accounts product.  

It sounds simple, right? In theory, yes. But it gets significantly more complicated when you consider 
that each day hundreds of millions of pounds are “moved” via transactions across more than 160 
countries in more than 40 local currencies. Wise has built out an infrastructure that is capable of 
handling that type of volume to ensure that each Wise-owned bank account in each country has the 
available funds to meet liquidity needs for customers on a daily basis. In the event that more money 
is needed in a particular region, only then is cash moved cross-border.  

This treasury mechanism that I just described is essential to understanding why Wise is so capable 
of being the low-cost provider. With every incremental transaction Wise’s system gets more efficient 
and gives Wise serious control over its cost of sales despite significant increases in year-over-year 
transaction volume. Wise has chosen to pass these savings on to its customers via lower transaction 
fees in order to realize its mission: to build the best way to manage the world’s money. Minimum fees. 
Maximum ease. Full speed. This mission, which is hammered into the DNA of the company, guides 
Wise to build things that customers need based upon its pillars to provide instant money transfer, at 
a convenient, best-in-class service, with maximal transparency, at lower costs. A pertinent footnote 
to this is that Wise makes it a point to do so profitably.  

In addition to this, a true international banking experience does not exist yet. Just like sending money, 
managing money across borders is similarly broken, forced to rely on systems that are built for 
domestic use. Wise is fixing that via its adjacent business lines (Accounts, Business, and Platform), 
all of which are built on top of its core infrastructure, but which are not themselves a bank, thereby 
allowing Wise to avoid the regulatory burden of banking.  

These products allow individuals and businesses to access their money across multiple countries 
and currencies, with local bank account numbers available through Wise in partnership with local 
banks, but accessed and utilized through the Wise app. This allows customers to pay suppliers in 
local currencies and also to use a physical Wise debit card that runs on Visa’s rails that allows 
customers to spend money anywhere in any currency.  

This is all enabled via the stitched-together infrastructure that Wise has built. There are competitors, 
but Wise has a significant lead in both the number of channels that it facilitates as well as in the cost 
savings that it passes through to customers, making it the (likely sustainably) low-cost provider in 
most channels that it operates through.  



 
 
This might seem like an easy thing to replicate but I have heard (via direct conversations with former 
Wise and Remitly employees, and via AlphaSense and Tegus transcripts) that it is an extremely 
difficult process in reality, requiring multiple steps of regulatory approval that is unique to each 
individual country and which does not actually become easier for each incremental provider that is 
following in Wise’s wake. 

But the more important point to consider in regarding competition is that Wise primarily competes 
with the banks, which are not only disincentivized from competing with Wise, but which are also 
structurally unable to do so. Some of the larger banks (JP Morgan, Bank of America, HSBC) have 
regional presences in the most active channels (i.e. US <-> UK; US <-> India; UK <-> EU; US <-> 
Mexico, etc.) but the correspondent system is still in place with the usual opaque fees and physical 
presence being required. This analysis includes Western Union, the world’s largest remittance 
company, which is similarly dependent on SWIFT, requires physical presence on both ends of the 
transaction, and which charges a markup in addition to the current exchange rates. 

In 2022, more than £2 trillion was moved cross-border by individuals. Based on Wise’s 2024 
individual transaction volume of £87 billion, this amounts to 4.3% of the market. The vast majority of 
this is still owned by banks (>90%). Further, more than £9 trillion was moved cross-border by 
businesses and based on Wise’s business volumes of £31 billion in 2024, this amounts to 0.3% 
market share. Approximately all of this business volume is still transferred by banks. It is therefore 
not an exaggeration to say that Wise’s market share is near-trivial at this point. 

Despite this low market share, Wise has created a sizable business. In the last twelve months Wise 
facilitated £119 billion in cross-border transactions (+13% y/y), generating £795 million in cross-
border revenue (+17% y/y) across nearly 13 million active customers (+28% y/y). Importantly, of 
Wise’s 5.4 million new customers gained in 2024, two-thirds of these joined via word-of-mouth 
recommendation from existing Wise customers. I think it goes without saying that this is an incredible 
data point as it speaks to the compelling value proposition that Wise has created, such that it has 
created a highly evangelical customer base. Wise’s decision to keep lowering its transaction fees not 
only serves to enhance Wise’s position as the low-cost provider, but it creates an incrementally more 
compelling value proposition that helps to fuel further growth. 

 



 
 

 

But cross-border transactions are only a part of Wise’s revenue streams (58%) with the rest coming 
from the adoption of the previously mentioned adjacent products that Wise offers. Today 48% of 
existing Wise personal customers and 60% of business customers also use Wise’s Account product. 

This Account product functions as a bank account for customers without being an actual bank 
account itself. Assets held in these accounts have risen by 360% in the last three years, swelling to 
over £13 billion at the end of FY24. The rising adoption of the Account product has led to the creation 
of two additional revenue streams. Card revenue and Interest income. Card revenue amounted to 
£257 million in 2024 (+54% y/y) while Interest income amounted to £121 million (+143% y/y). This 
increase in interest income is due to a 24% increase in customer Account balances, and also a 
significantly higher interest income yield environment.  

 

 



 
 

 

Both revenue streams are high-gross margin businesses, but interest income, in particular, is 
especially high. It has had the effect of artificially inflating gross margins and EBITDA margins beyond 
what the company would be producing in a more normalized interest rate environment.  

 

 

 



 
 

 

 

Wise intends to keep the first 1% of this interest income and to pass 80% of the remaining interest 
above 1% through to the consumer. I say “intend to” here because Wise hasn’t actually been able to 
accomplish this. In 2024 Wise generated £242 million of profit before tax (PBT) if interest rates had 
been at 1%. Given the favorable interest rate environment, an additional £365 million was generated 
in interest income, of which Wise kept 20% (or £73 million) leaving 80% (or £292 million) that it 
intended to return to clients. Only £129 million of that £292 million was actually returned to clients 
because the majority of these assets held in Accounts are UK-based and Wise is unable to pay out 
interest to UK-based account holders under the terms of its license. It could therefore be said that 
Wise over-earned in 2024 by £239 million by producing £481 million in reported PBT or 100% higher 
than what the true underlying PBT would have been in a 1% interest rate environment. If all of that 
was confusing, please see the below waterfall chart. 

 

 



 
 
 

 

If Wise had been able to return all of the 80% of interest above 1%, EBITDA margins would have been 
significantly lower, at only 29%. And if the interest rate environment had been only 1%, EBITDA 
margins would have been 25%.  

 

 

 

The net effect was £481 million of reported PBT (a 34% margin; based on revenue of £1.4 billion); of 
which more than 100% dropped to free cash flow for a current LTM earnings yield of 7.5% (or 13x cash 
earnings). 

 



 
 

 

 

However, if 2024 had been a 1% interest rate environment, Wise would therefore have produced £242 
million in PBT, thus insinuating that it could, in fact, be trading at a 3.7% earnings yield (or 27x 
earnings). 

So what to make of this? On the one hand a case could be made that Wise is incredibly cheap. 13x 
earnings for a business that has grown earnings 10x in only 24 months? Sign me up! On the other 
hand, Wise has only grown “normalized” earnings by 6x in the last two years and trades at 27x 
earnings today. A high price to pay for a business that is currently overearning. 

As with most things, I think the true valuation lies somewhere in between. Forewarning: If you don’t 
feel up to reading math, feel free to skip the next three paragraphs. 

Wise invests its customer balances primarily in short-term AAA, AA, Aa, and A securities, where 
yields have almost never been 1%.  To call a 1% interest rate environment “normal” strikes me as 
overly conservative. Which brings up an important point. Wise’s management team has been 
historically highly conservative. Not only has Wise outperformed its earnings guidance in every 
quarter/year since becoming publicly traded, but they also upgrade their guidance multiple times 
throughout the year and then go out and beat those upgrades as well. Wise’s management team has 
a history of being highly conservative and I think that a 1% normalized interest rate environment is 
another such example. 

Another thing that people miss in chalking Wise up to being expensive is that the assets in the 
Accounts business are continuing to expand. Through the first quarter of FY25, assets have grown by 
a further £1 billion to £14.1 billion (+23% y/y; +7.6% q/q) and we remain in a high interest rate 
environment. If Wise continues to add an incremental £1 billion in each of the next three quarters, 
assets will increase to ~£17 billion at the end of FY25. A 5% interest yield on £17 billion amounts to a 



 
 
potential interest income of £850 million. Excluding the first 1%, which Wise keeps, this amounts to 
£680 million of incremental interest, of which 20% (or £136 million) will be kept by Wise with the 
hopes of returning 100% of the remainder (£544 million) to customers. As previously mentioned, 
much of these assets are held in UK-based accounts and Wise is unable to return that interest. If 
Wise is able to return half of that amount to customers, it will result in another year of “over-earning” 
with an incremental £272 million of incidental earnings.  

Interest income kept by Wise in FY25 could therefore be £150-170 million (the first 1%) + £115-136 
million (20% of incremental interest above 1%) + £250-272 million (incidental earnings on interest 
unable to return to customers) = £515-578 million of interest income alone which then gets added to 
the underlying PBT of £208-256 million (based on revenue estimates of £1.6 billion at a 13-16% 
margin, per management guidance that they are likely to outperform) meaning that total free cash 
flow for Wise in 2025 could amount to £708-834 million, indicating a NTM earnings yield of 11-13% 
(or 8-9x earnings). 

So what does true “normalized” earnings look like? I’m not entirely sure. But I do believe that it is likely 
higher than Wise management’s estimates of it being a 1% environment. It also seems quite clear to 
me that Wise is going to be legally unable to return interest to its UK-based customers, of which there 
are many, thereby resulting in multiple future years of “incidental” extra earnings. 

However, all of this analysis of interest rate fluctuations and what true “normalized” earnings might 
be is of minimal relevance if you first buy into the core part of the thesis that Wise operates with 
structural cost advantages in a market that it is still deeply underpenetrated in. Similarly to Auto 
Partner, Wise could quadruple its cross-border payment volume and still have only 4% market 
penetration, with the banks retaining >90% market share. This is truly an enormous market that Wise 
is in the very early years of consolidating with a defensible competitive advantage (again, similarly to 
Auto Partner) that banks are structurally incapable of replicating. 

At some point in the future, banks will have to respond to Wise or risk losing a profitable stream of 
revenues. FX conversion is only a small part of what banks do, but it is suspected to be a high-margin 
line of business.  Eventually banks will either yield the entire market to Wise and its competitors, or 
they will respond.  

To that end, Wise has been working to build out a white-label solution that functions on the back-end 
of a banks’ internal processes to provide FX conversion. Many neo banks (or digital-forward banks) 
have already signed up for this service and provide Wise’s white-labeled service as if it were its own 
service. In the future, be it next year or ten years from now, the larger banks will feel increasing 
pressure to respond to Wise (and Remitly and others doing similar Wise-like FX functions) because 
not only will they be losing out on the FX transactions, but as we have seen, customers tend to keep 
their money in the Wise Accounts, thus affecting customer deposits at banks, which gets to the heart 
of a banks’ business. If and when these banks respond, Wise wants to be the best positioned 
company to be the white-labeled provider of choice. This will result in a step-function change in 
volumes such that Wise’s current FX volumes may only be miniscule compared to the overall 
volumes that would be achieved in this scenario. 



 
 
Going forward the thesis is effectively this: I believe that it is highly likely that Wise can grow its 
“normalized” earnings at a 15% per year clip for at least the next five years, with a reasonably high 
probability of it being in excess of this. I also believe that regardless of the interest rate environment, 
there will be significant incremental earnings from the 1% of interest earned on Account balances as 
well as the 20% of interest in excess of 1% in addition to these incidental earnings that Wise is unable 
to pay out to customers. This merely increases the odds that Wise exceeds 15% per year earnings 
growth or higher. At 27x LTM normalized earnings, perhaps that multiple contracts over time to 20x 
over the next five years, resulting in a CAGR of -6%. Dilution is about 1% per year, so you end up with 
a rate of return that looks like this: 1.15 * 0.94 * 0.99 = 1.07, or a 7% total annual shareholder return 
over five years. I think that this is perhaps a base case/borderline bear case for Wise, with there being 
significant room for outperformance at a rate that far exceeds these estimates. 

For example, per my previous analysis, Wise’s true normalized earnings could actually be much 
higher than their current estimated normalized earnings. Multiples could therefore not be 27x LTM 
earnings, but actually in the 14-16x range. Not only that, but assets in the Account business could 
continue to grow at a £1 billion per quarter clip or more, thus resulting in interest income that is 
significantly larger than last year’s amount. Furthermore, the cards business, which currently makes 
up 22% of revenue, growing 54% y/y, could continue its upward trajectory. Earnings could therefore 
grow at 20-25% over the next five years, with multiples expanding (rather than contracting) from ~15x 
to 20x at a 6% five-year CAGR. In that scenario, you would have the following: 1.25 * 1.06 * 0.99 = 
1.31, or a 31% five-year CAGR amounting to a 380% increase in shareholder value, while still having 
only gained a few percentage points in terms of total market share. Wise would therefore continue to 
maintain an extraordinarily long runway for continued growth at high rates.  

Now would probably be a good time to mention that Wise is debt-free and produced 45% returns on 
capital last year (~25% if you deduct incidental interest income). 

Lastly, it is worth mentioning that Wise, like nearly every other company in the Asheville Capital 
portfolio, is Founder-led with Kristo Käärmann still working at Wise as CEO. He remains an 18% 
shareholder in the company. I highly recommend you listen to him speak (link) as he is exceptionally 
skilled at it and, just like Wise’s value proposition, he is highly transparent.  

 

 

Appendix: Updated Thoughts on Wise Shareholdings (Published 4/22/2025 in Asheville 
Capital’s Q1 Letter) 

We continue to hold a large position in Wise, our cross-border money transfer business. Like Medley, Wise 

is the cheapest, fastest, and most user-friendly service in its category – offering unmatched transparency 

in a market long plagued by hidden fees and poor UX. It is attacking a massive addressable market with 

durable competitive advantages yet has captured only low-single-digit share to date. 

At its April 3rd Investor Day, Wise laid out a bold vision to scale from £145 billion in FY25 cross-border 

volume to trillions of pounds over the next decade – positioning itself as the global infrastructure layer for 

moving money. 

https://kvgo.com/gs/wise-plc-feb-2023


 
 
As a reminder from our investment thesis (link), Wise serves three customer groups – individuals, SMBs, 

and corporations – while delivering the same core value proposition: speed, cost, and transparency. 

Among individuals, Wise now has 8.8 million active users (+18% y/y), moving £106 billion (+21%) and 

generating £1.2 billion in revenue (+16%). The service is incredibly efficient at new customer acquisition, 

given that two-thirds of new customers arrive via word of mouth. Furthermore, most customers begin 

with simple money transfer but then tend to quickly adopt additional services such as multi-currency 

accounts and debit cards, which add another layer of growth at minimal incremental cost to acquire or 

serve. This £3 trillion market remains deeply underpenetrated, with Wise holding just 5% share, a 

proportion that is growing capital efficiently with each passing year. 

Among SMBs, 453,000 customers (+15%) moved £38.9 billion LTM (+24%), generating £435 million in 

revenue (+11%). Once Wise Business was only a secondary FX solution, but it is now evolving to become 

many SMBs primary banking solution – handling payments, invoicing, payroll, and interest-earning 

balances. With integrations across accounting tools and local payment rails, Wise Business is the low-cost 

solution for global SMBs. This £14 trillion market remains largely untapped, with Wise under 1% share. 

Wise Platform – the enterprise segment – is the biggest long-term lever. It offers white-label FX 

infrastructure to large digital banks (e.g. Monzo, Nu Bank, N26), online platforms (e.g. Interactive 

Brokers, Brex, Ramp), and increasingly, global banks (e.g. Standard Chartered, Morgan Stanley, Itaú). This 

segment represents ~£15 trillion in annual cross-border volume. After years of investment in enterprise-

grade capabilities, Wise has finally begun gaining meaningful traction. As larger institutions continue to 

migrate towards Wise Platform, the pressure mounts on others to follow suit, lest they fall behind on 

cost and UX. Importantly, Wise doesn’t need to win every large bank in the world – its current partners 

already represent significant volume potential – but each additional win has the potential to expand its 

future volumes and revenues by many multiples of its existing size. 

To close the Investor Day, CEO Kristo Käärmann said the following: 

“We have every reason to be enthusiastic about this relentless expansion… But we are 

not in this position by accident, it is a result of over a decade of taking the hard options 

over the easy ones. It's building infrastructure over gimmicks. It's avoiding distractions, 

embracing local laws and regulations, financial prudence and steady prioritization of 

customer outcomes. And the success that we talked about today, it didn't really come 

overnight. It came over a long term. And it comes through us maintaining our focus on 

this mission. I think the next 10 years are not going to be easier than the last 14, and 

they will demand no less discipline in adhering to our principles. But you are in a 

company like no other in recent history, one that has set the foundations to eventually 

fix how money works across borders, across national borders for people and for 

businesses. And it's your support as owners we will keep our focus on becoming the 

network for the world's money. And this is the point at which both customer and 

shareholder value are at the greatest and the most aligned.” 

https://jakebarfield.substack.com/p/wise-investment-thesis


 
 
Kristo and the team laid out a vision for a more than 10x increase in volume, yet the tone was anything 

but promotional. Words like “discipline,” “financial prudence,” and “shareholder value” were used 

deliberately. From transcripts, third-party research, and conversations with former employees, this 

appears to be a genuine part of the company's DNA – not just window dressing for the investment 

community. 

At ~30x underlying PBT, 15–17x reported PBT and with ~100% conversion of reported PBT to free cash 

flow, we’re not betting on a binary outcome around Wise’s long-term vision. Rather, we’re buying a high-

quality business with durable advantages, a long reinvestment runway, and attractive returns on 

incremental capital at a modest multiple relative to its growth. The upside is substantial and the downside 

appears limited: the company has no debt, and any valuation risk stems from fundamentals and market-

assigned multiples. In the event of a global downturn and/or a shift towards global isolationism, Wise’s 

cross-border volumes could be adversely affected, however they should continue to gain market share at 

a high clip thanks to its low-cost, customer-aligned model. 

 


