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Introduction
PayPal Holdings, Inc. remains one of the best-known companies in digital payments, but its business
is broader than the familiar PayPal checkout button. The company operates a two-sided network that
connects consumers and merchants across online and in-person commerce, while also offering peer-
to-peer transfers, merchant processing, credit products, risk tools, digital wallets, and value-added
services. By the end of 2025, PayPal reported 439 million active accounts across approximately 200
markets and processed about $1.79 trillion in total payment volume, illustrating both the scale of the
platform and the complexity of managing it in a highly competitive payments environment (PayPal
Holdings, 2026a). The company’s strategic challenge is no longer simply persuading consumers to
pay online. Digital payments are already mainstream, and competition now comes from card
networks, banks, mobile wallets, real-time payment systems, fintech companies, buy-now-pay-later
providers, and large technology platforms. A useful analysis of PayPal therefore requires attention to
its business model, its portfolio of consumer and merchant products, the economics of its network,
the strategic importance of Venmo and branded checkout, and the risks created by changing
technology and consumer behavior.

PayPal’s Business Model
PayPal’s core advantage comes from operating on both sides of a payment. Consumers use PayPal,
Venmo, Xoom, debit or credit products, and other wallet features to pay, move money, or manage
balances, while merchants use PayPal-branded checkout, Venmo checkout, Braintree and other
processing services, buy-now-pay-later products, payouts, financing, and fraud-management tools.
This structure matters because each side of the platform can strengthen the other. A large consumer
base makes PayPal more attractive to merchants, while wide merchant acceptance makes the wallet
more useful to consumers. PayPal also benefits from transaction data generated across the network,
which can improve fraud detection, authentication, personalization, and conversion. Revenue is
earned primarily from transaction fees and payment-related services, with additional income from
foreign exchange, instant transfers, credit products, partnerships, subscriptions, and interest on
certain customer-balance assets (PayPal Holdings, 2026a). The company therefore resembles a
commerce infrastructure provider rather than a single-purpose wallet. However, the same network
model creates pressure to keep both groups satisfied: consumers expect speed, security, rewards,
and low friction, while merchants focus on acceptance, conversion, cost, reliability, dispute handling,
and the ability to integrate PayPal with other payment options.
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The economics of the platform are influenced by funding mix and transaction type. Card-funded
payments generally cost PayPal more than transactions funded from bank accounts, account
balances, or certain internal sources, meaning that not all payment volume contributes equally to
profitability. Branded checkout can be strategically valuable because PayPal controls more of the
consumer experience and can differentiate through identity, trust, buyer protection, stored
credentials, offers, and wallet features. Unbranded processing, including enterprise payment services,
can generate very large volumes but typically operates in a more competitive environment with lower
margins. This distinction explains why management increasingly emphasizes profitable growth rather
than payment volume alone. In 2025, total payment volume rose 7% to $1.79 trillion, while PayPal
also reported stronger transaction-margin performance and growth in several monetized products
such as Venmo and buy-now-pay-later (PayPal Holdings, 2026b). The company must therefore
balance scale with economics, because a payment platform can grow rapidly in volume without
creating equivalent value if the fastest-growing transactions carry weaker margins.

Venmo and Consumer Growth
PayPal’s consumer strategy is built around making its accounts useful more frequently and in more
settings. Traditional PayPal checkout remains important, but the company has expanded into debit
cards, credit, buy-now-pay-later, rewards, package tracking, offers, cryptocurrency services, peer-to-
peer payments, and in-store capabilities. Venmo is particularly important because it has strong
recognition among younger U.S. consumers and began primarily as a peer-to-peer transfer product
rather than a merchant-payment tool. PayPal has been trying to convert that engagement into more
commercial activity through the Venmo debit card, Pay with Venmo, business profiles, and expanded
acceptance. Company disclosures indicate that Venmo revenue grew about 20% in 2025 to
approximately $1.7 billion, reflecting progress in monetization rather than reliance on free peer-to-
peer transfers alone (PayPal Holdings, 2026b). This effort is strategically sensible because the broader
payment market is becoming increasingly mobile. Federal Reserve research found that U.S.
consumers made an average of 11 payments per month with a mobile phone in 2024, and younger
adults were especially likely to use their phones for payment activity (Federal Reserve Financial
Services, 2025).

At the same time, mobile growth does not mean that consumers are abandoning cards or traditional
payment methods. Federal Reserve data show that credit and debit cards still account for a large
share of U.S. consumer payments, while cash continues to be used as well (Federal Reserve Financial
Services, 2025). This matters for PayPal because successful digital wallets must coexist with existing
payment rails rather than simply replace them. PayPal’s strength is partly its ability to let consumers
choose among cards, bank accounts, balances, credit, rewards, and other funding sources. The risk is
that other wallets can provide a similarly convenient layer above the same underlying card and bank
infrastructure. Apple Pay, Google Pay, bank wallets, network tokenization, and merchant-stored
credentials all reduce the uniqueness of a traditional digital wallet. PayPal’s response has been to add
rewards, faster checkout, more personalized offers, in-person payments, and broader financial
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functionality. The strategic question is whether these features create enough everyday utility to
increase preference and frequency rather than leaving PayPal as a payment method consumers use
only in selected online transactions.

Merchant Strategy
For merchants, PayPal’s value proposition centers on acceptance, conversion, security, and access to
multiple payment services through a common platform. Branded PayPal and Venmo checkout
experiences can reduce the need for customers to re-enter payment and address details, while
products such as Fastlane are designed to streamline guest checkout for shoppers who may not
actively choose a PayPal-branded wallet. Enterprise merchants can also use PayPal’s processing
capabilities through Braintree and related services, while smaller businesses can use integrated
checkout, invoicing, financing, payouts, and risk-management tools. In 2024 and 2025, management
repeatedly identified “winning checkout,” expanding omnichannel use, growing Venmo, and
strengthening small-business services as strategic priorities (PayPal Holdings, 2025; 2026b). The logic
is clear: merchant relationships become more valuable when PayPal can combine payment processing
with identity, consumer demand, financing, fraud tools, and data-driven commerce services rather
than competing only on the price of moving money.

Competition, however, is intense and increasingly comes from companies with different strengths.
Card networks benefit from enormous acceptance and established infrastructure; banks control
primary financial relationships; mobile operating-system providers can embed payments directly into
devices; real-time account-to-account systems can reduce dependence on card rails; and specialist
processors often compete aggressively on enterprise pricing and developer experience. Worldpay’s
2025 Global Payments Report noted the growing role of digital wallets, account-to-account payments,
buy-now-pay-later products, and other digital methods in global commerce, showing that payment
choice is expanding rather than consolidating around one provider (Worldpay, 2025). The Federal
Reserve’s 2025 payments study likewise found continued growth in noncash payments and the
importance of cards and ACH in the U.S. system (Federal Reserve Board, 2026). PayPal must
therefore compete on more than brand familiarity. Checkout speed, merchant conversion, fraud
performance, reliability, international reach, consumer incentives, integration quality, and the ability
to support emerging commerce models will determine whether merchants continue to see the
platform as strategically useful.

Financial Position and Outlook
PayPal entered 2026 with a large global base, significant free cash flow, and several businesses
showing growth, but it also acknowledged weaknesses in branded checkout execution. The
company’s 2025 performance included $1.79 trillion in total payment volume, 439 million active
accounts, and improved operating income, yet management stated that branded checkout
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performance later in the year fell short of expectations (PayPal Holdings, 2026b). That admission is
important because branded checkout remains central to PayPal’s identity and typically offers stronger
strategic differentiation than low-margin processing. In April 2026, PayPal announced a simplified
three-business operating structure: Checkout Solutions & PayPal, Consumer Financial Services &
Venmo, and Payment Services & Crypto. The reorganization was intended to sharpen accountability,
simplify decision-making, and align management more directly with the company’s growth priorities
(PayPal Holdings, 2026c). The change suggests that the company sees execution, not merely product
availability, as a major issue. PayPal already has scale, recognizable brands, merchant relationships,
and a broad technology portfolio; the challenge is coordinating them into clearer consumer and
merchant experiences.

Long-term performance will also depend on how effectively PayPal manages risk. Payments
companies face fraud, cybersecurity threats, regulatory obligations, credit risk, privacy concerns,
merchant disputes, operational outages, foreign-exchange exposure, and intense price competition.
Changes in card-network rules, banking regulation, consumer-protection requirements,
cryptocurrency rules, and data-governance standards can affect costs and product design. PayPal also
faces strategic risk if merchants or consumers can obtain similar services more cheaply or
conveniently elsewhere. At the same time, the continuing movement toward remote, mobile, and
digital commerce provides room for growth. Federal Reserve data show that noncash payments
continue to increase over the long term, and global industry research suggests that consumers expect
a wider variety of payment methods rather than a single universal option (Federal Reserve Board,
2026; Worldpay, 2025). PayPal’s opportunity is therefore not based on the simple idea that digital
payments will replace cash. It depends on whether the company can remain a trusted and
economically valuable layer across an increasingly diverse payment ecosystem.

Conclusion
PayPal Holdings is best understood as a global commerce and payments platform whose value comes
from connecting consumers, merchants, financial institutions, and multiple payment methods. Its
scale remains substantial, with hundreds of millions of active accounts and nearly $1.8 trillion in
annual payment volume, but scale alone does not guarantee long-term advantage. The company
must continually improve branded checkout, increase the commercial value of Venmo, maintain
competitive merchant processing, manage transaction economics, and develop products that make
PayPal useful in more everyday situations. The wider payments market is moving toward greater
choice, with cards, bank transfers, mobile wallets, buy-now-pay-later products, real-time payments,
and new digital assets all competing for consumer and merchant attention. PayPal has assets that few
fintech companies can easily reproduce, including global recognition, a large two-sided network,
decades of risk-management experience, and deep merchant integration. Its future performance will
depend on converting those assets into faster execution, stronger consumer engagement, and
profitable merchant relationships. The 2026 reorganization reflects an effort to do exactly that,
making PayPal a company in strategic transition rather than a mature wallet simply defending an old
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position.
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