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LedgerLoop

Fintech / Payments - seed - US - raising $4,000,000
Score 63/100 — WATCH (conviction: medium)

Investment memo

Verdict: watch, but with a small conditional lead — LedgerLoop clears the traction bar for a seed fintech (140%
NRR, $210M annualized volume, two live sponsor banks), yet the defensibility that scores well is borrowed
rather than owned. The single strongest reason for: a genuine vertical-SaaS distribution wedge into embedded
treasury, a $340B TAM growing 17%, and a team already monetizing real payment volume. The single
strongest reason against: the 82/100 "moat" is really a dependency — the license and float sit with sponsor
banks, so a post-Synapse consent order or a Fed easing cycle could sever rails or invert the NIM-driven
revenue overnight. Concrete plan: lead with $2.0M for ~10% at roughly $16M pre, structured against milestones
— a third sponsor bank live and demonstrated revenue that survives a lower-rate stress case. Size at ~2% of
the portfolio and reserve ~$3.0M for pro-rata. Enter staged, tranche on de-risking sponsor-bank concentration,

and pass if they can't diversify the licensed layer.
Narrative engine: live model (anthropic)

Entry strategy

Ticket: $2,017,000 target (range $1,008,500-$2,000,000)

Target ownership: 10%

Valuation band (pre-money): $8,312,000 / $16,170,000 / $32,340,000
Return: 6.69x expected (16.2x base) - ~31.2% IRR over 7yr - loss prob 59%

Deployment schedule:

* 40% — Entry: On close, after founder + IP + cap-table diligence.

» 35% — Milestone: Product-market fit signal (retention cohort / first repeatable revenue).

» 25% — Pro-rata: Reserve for next priced round to defend ownership.
Portfolio: Size at ~2% of a diversified venture portfolio (fractional-Kelly, conviction-scaled). Reserve 3,025,500
USD for pro-rata follow-on.

Score breakdown

Market size & growth — 65/100 (weight 20%)

~$340B TAM, 17% CAGR (Fintech / Payments).

Timing / tailwinds — 63/100 (weight 10%)

Sector growth 17% vs. 12% neutral baseline.

Moat / defensibility — 82/100 (weight 15%)

Dominant defensibility here: regulatory license.

Unit economics potential — 52/100 (weight 15%)

~55% mature gross margin, capital intensity 55%.

Team / execution signal — 80/100 (weight 12%)

revenue/customers cited; unit-economics metric cited

Scientific / tech feasibility — 60/100 (weight 10%)

real-time risk ML, on-device fraud graphs, programmable stablecoin rails
Regulatory / legal headroom — 45/100 (weight 9%)

Regulatory intensity 85% (higher = more legal drag).

Competitive headroom — 44/100 (weight 9%)

Competitive intensity 80%. rate-cycle sensitivity and licensing moats favoring incumbents.



Analyst council

Research Scientist — Embedded treasury APl on proven BaaS pattern; tech is integration-

heavy, not research-frontier; rate/regulatory sensitivity dominates

+ Core tech is a ledger abstraction over sponsor banks (double-entry reconciliation, FBO account management,
payment orchestration) — well-understood engineering, not a scientific frontier. Feasibility is high; differentiation is
low. Peers Unit, Treasury Prime, Increase, and Modern Treasury already run this playbook.

+ Frontier claims (real-time risk ML, on-device fraud graphs, stablecoin rails) are marketing overlays, not evidenced
here. Effective SMB fraud/AML detection needs labeled loss data at scale; $210M annualized volume yields too few
fraud events to train competitive graph models vs. incumbents processing $100B+.

+ Traction is credible for seed: $31k MRR, 9 partners, 140% NRR signals real expansion within accounts. But
revenue is heavily interest-spread dependent — interest-bearing accounts monetize the rate cycle, so ARPU
compresses meaningfully if Fed cuts 200-300bps.

+ Regulatory posture is the true risk axis (score 45): 2023-24 BaaS enforcement wave (Synapse collapse, Blue
Ridge/Choice consent orders) has made sponsor banks and the OCC far more restrictive on FBO ledger
reconciliation and program oversight — the exact abstraction LedgerLoop sells.

I Sponsor-bank concentration and regulatory contagion: only 2 sponsor banks live; a consent order or exit (a la
Synapse) could sever rails overnight. Reconciliation-quality scrutiny post-Synapse directly targets ledger-abstraction
middleware.

I Rate-cycle revenue dependency: interest-bearing accounts are the monetization hook. A declining-rate
environment compresses the spread that funds both LedgerLoop and its SMB value prop, undercutting the 140%
NRR narrative.

I Commoditization by better-capitalized incumbents (Unit, Modern Treasury, Stripe Treasury) with more sponsor
banks, more fraud data, and deeper compliance teams — $4M seed buys little defensibility beyond the vertical-SaaS
distribution wedge.

Data Analyst — LedgerLoop: promising embedded-treasury traction but rate-dependent
revenue and BaaS regulatory drag cap conviction

+ $31k MRR ($372k ARR) on $210M annualized volume implies ~0.18% take rate — but interest-bearing accounts
mean much revenue is likely net-interest-margin spread, making the model dangerously rate-cycle sensitive; needs
disaggregation of NIM vs. transaction fees

+ 140% NRR across 9 partners is strong and validates land-and-expand, but n=9 is too small to be statistically
meaningful — one churned platform swings the metric materially; ACV ~$41k/partner suggests early-stage, not
enterprise, contracts

+ $340B TAM is top-down and unmapped to LedgerLoop's actual wedge — SAM is realistically vertical-SaaS
platforms serving SMBs willing to embed treasury (low thousands of platforms), and SOM at current pace (~$4k
MRR/quarter added) implies a multi-year climb to $10M ARR

+ 55% mature gross margin with 55% capital intensity is mediocre for fintech infra; sponsor-bank revenue-share and
compliance costs compress margins vs. pure API plays (Stripe-like 70-80%). CAC, payback, and LTV are entirely
absent from the data

I Rate-cycle exposure: if NIM is the primary revenue driver, Fed rate cuts directly shrink revenue independent of
volume growth — the whole thesis could invert in a easing cycle

I Regulatory intensity 85% + reliance on 2 sponsor banks: BaaS partners face heightened OCC/FDIC scrutiny (cf.
Synapse collapse); sponsor-bank failure or de-risking could sever LedgerLoop from the ledger overnight

I Competitive intensity 80% against incumbents (Unit, Treasury Prime, Modern Treasury) with deeper licensing
moats and capital — LedgerLoop must show a durable vertical wedge, not just feature parity

Economist — Embedded treasury BaaS with real traction but rate-dependent economics and

crowded sponsor-bank middleware layer

+ Strong demand signal: 140% NRR and $210M annualized volume from 9 partners implies the wedge (interest-
bearing accounts + same-day payouts) is sticky for vertical SaaS distributors; embedding creates switching costs at
the platform layer, not the SMB layer.

+ Economic rent is fragile: ~55% gross margin and 55% capital intensity reflect that much of the yield economics is
a pass-through of Fed funds rate — a meaningful share of current unit economics is macro-borrowed, not structurally
earned. A 200-300bps rate cut compresses the core interchange-plus-float model.

+ Moat is borrowed, not owned: the 82/100 defensibility score cites ‘regulatory license,' but LedgerLoop explicitly
avoids becoming a bank — it rents sponsor-bank charters (2 live). The durable moat accrues to the sponsor banks
and to whoever owns the platform relationships, less so to the ledger abstraction itself.

+ Market structure favors scale: $340B TAM at 17% CAGR is attractive but competitive intensity is 80% (Unit,
Increase, Modern Treasury, Stripe Treasury). Winner-take-most dynamics favor incumbents with more sponsor-bank
optionality and cheaper compliance amortization.

I Rate-cycle sensitivity: a significant portion of revenue derives from float/net interest margin. In a declining-rate
regime, 'interest-bearing operating accounts' lose their headline appeal and revenue-per-account falls — directly
threatening the 140% NRR narrative.

I Sponsor-bank concentration and regulatory drag (85% intensity): only 2 banks live; post-Synapse/Evolve scrutiny,
sponsor banks are de-risking BaasS relationships. Loss or restriction of one bank could halt a large share of volume
and licensing headroom scores low (45/100).



I Disintermediation from above and below: Stripe/Adyen can bundle treasury natively, and platform partners with
sufficient scale may go direct to a sponsor bank, squeezing the middleware margin the company depends on.

Corporate & Regulatory Lawyer — BaaS middleware: attractive moat but acute sponsor-bank/
consent-order and rate-cycle regulatory exposure

+ Model is BaaS/agent-of-payee, not a chartered bank: LedgerLoop leans on sponsor banks for FDIC pass-through
and money movement. Post-Synapse (2024) collapse and 2023-24 consent orders (Blue Ridge, Cross River,
Choice), OCC/FDIC/Fed scrutiny of third-party fintech partnerships is at a peak — reconciliation, FBO account
structuring and ledger integrity are now examination priorities.

+ Likely licensing/registration surface: FInCEN MSB registration (if handling funds flow), state money transmitter
licenses (MTLs) — ~48 states, $500k-$2M+ to fully stack — unless it stays strictly agent-of-payee/BaaS under bank
charters. 'Interest-bearing' framing risks Reg DD/TILA, and marketing must avoid implying LedgerLoop itself is FDIC-
insured (FDIC 2024 signage/misrepresentation rule).

+ Data/privacy: handles SMB bank/transaction data — GLBA Safeguards Rule (FTC, amended 2023 incident-
notification), state privacy laws (CCPA/CPRA), plus CFPB 1033 open-banking data-portability rule (finalized 2024,
litigation-pending) reshaping data obligations. BSA/AML program (KYC/KYB, SAR/CTR, OFAC) is mandatory and
audited by sponsor banks.

+ Deal-structure protections: 2x participating liquidation pref or senior seed terms given 55% capital intensity; reps/
warranties on licensing status, sponsor-bank agreements, and no undisclosed regulatory actions; information rights
covering AML metrics and sponsor-bank exam findings; MFN and pro-rata; milestone/tranched funding tied to MTL
coverage or added sponsor banks.

I Sponsor-bank concentration: only 2 banks live — a consent order or partnership exit at either (a common 2023-24
event) can freeze payment volume overnight; single-point-of-failure on the licensed layer LedgerLoop doesn't own.

I Regulatory reclassification: if regulators/states deem LedgerLoop a money transmitter or the interest product an
unregistered deposit/security, retroactive licensing and fines could exceed the raise; commingling/FBO reconciliation
failures carry Synapse-style customer-loss liability.

I Counter-argument / honest tension: the 82/100 moat is partly borrowed — the regulatory 'moat' sits with sponsor
banks and incumbents (Stripe, Unit, Increase, Modern Treasury), not LedgerLoop, so the same licensing barrier
scored as defensibility is more accurately a dependency and margin drag (45/100 headroom, 55% GM).

Market data sources
* Mordor Intelligence (2025) — Global fintech market ~$253—-395B in 2025, ~16-18% CAGR to 2030
https://www.mordorintelligence.com/industry-reports/global-fintech-market
 Grand View Research (2025) — Fintech-as-a-Service to reach $949.5B by 2030 at 17.5% CAGR
https://www.grandviewresearch.com/industry-analysis/fintech-as-a-service-market-report

Assumptions & limitations

» Market size / growth for Fintech / Payments is anchored to Mordor Intelligence (2025): Global fintech market ~$253—-395B
in 2025, ~16-18% CAGR to 2030. Full citations are listed under "Market data sources".

« Stage norms reflect US-market seed deals; adjust for geography "US".

* Score is a screening signal, not a substitute for legal, financial, and technical due diligence.

This memo is generated by an Al screening tool for research purposes and is not investment advice, an offer, or a solicitation. Figures are
model estimates, not guarantees.



