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T H E  S T R A T E G I C  F R A M E

Embedded BNPL: the question has shifted from “whether” to “how”

For a vertical software executive, offering BNPL is no longer optional. It is now a mainstream consumer-credit category, and the strategy reduces to 
three choices: which integration model, which provider, and — most consequentially — simple installments vs. proper consumer credit.

$560B+
Global BNPL volume

2025 projected, up from $492.8B in 2024

20.6%
Embedded-lending market

CAGR, $7.66B (2025) → $28.4B (2032)

$185B
Embedded-finance TAM

NA + Europe; only ~$32B captured to date

A three-way value exchange

Consumers complete larger purchases they would otherwise abandon.   

Merchants see conversion +20–30% and AOV +30–50%, get paid upfront, and carry zero credit risk.   

The platform earns a revenue share, deepens retention, and differentiates — without becoming a lender.
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W H Y  N O W

Embedded finance changes the SaaS business model

Vertical platforms already sit in their merchants' daily workflow. Embedding 
financing at the invoice or estimate is far lower-friction than any standalone app 

— which is why BNPL providers now court platforms as distribution.

−75%
Merchant churn

reduction among funded merchants

2–5×
ARPU uplift

from embedding fintech features

Once a merchant's liquidity and customer financing run through your software, 

switching cost becomes prohibitive — an “invisible asymptote” of lock-in.

Valuation premium of platforms with embedded finance vs. 

software-only peers

23%

19%

Revenue multiple EBITDA multiple
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H O W  I T  W O R K S

The mechanics: who gets the money, who holds the risk

Provider pays merchant upfront

Full purchase price, minus the merchant discount 
rate (MDR), in 1–2 business days.

➜

Provider bears all risk

Credit, repayment and fraud risk transfer entirely to 
the BNPL provider.

➜

Platform monetizes the flow

A negotiated share of the fee pool, plus retention, 
differentiation, and higher GMV.

The economics behind BNPL

+20–30%
Conversion lift

+30–50%
Average order value

3–8%
BNPL MDR (vs ~2% card)

$160B
BNPL originated, US 2025
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T H E  I M PO R T AN T  D I ST I N C T I O N  – A N D  D E C I S I O N

Simple installments vs. proper BNPL

They are not the same product and do not carry the same obligations. Choosing wrong means either leaving revenue on the table or walking into licensing you 
are unprepared for.

Simple installments

Internally built or Card-split, e.g. Splitit

New credit issued No — splits an existing charge

Compliance burden Minimal: no lending license, no TILA/Reg Z

Approval rate 85%+ (needs full card headroom)

Consumer base Existing cardholders only

Merchant fee Lower (~1–2%)

Best for High-AOV, low-friction, completion

Proper BNPL

New credit, e.g. Affirm, Wisetack

New credit issued Yes — real credit decision at checkout

Compliance burden Low — the licensed provider carries it

Approval rate 35–85% (varies by provider/vertical)

Consumer base Broader, incl. credit-constrained

Merchant fee Higher (3–8%)

Best for Affordability-driven conversion

5

Can be used Before product is delivered or service is provided Can be used After product is already delivered or service provided 



H O W  D E E P  T O  I N T E G R A T E

For consumer BNPL, integration depth is a distribution decision

At every stage below, a licensed third-party provider keeps the lending license, the capital, and the consumer-credit risk. Depth changes the experience and the 
economics — not who holds the loan.

1 Refer

Co-branded handoff to a third-party BNPL provider. 
Fastest to launch, but leaves the native experience.

Share 1–3% ·   Risk None ·   Days

2 White-label

Financing integrated into your UI; provider supplies 
capital and underwriting. Native feel, zero liability.

Share 2–5% ·   Risk None ·   2–8 wks

3 Native / API

Deep API integration and full UX control, with richer 
in-workflow surfacing. Higher share earned through 

volume, exclusivity, and scale.
Share 5–10%* ·   Risk None ·   Weeks–mo

R E C OM M E ND E D  FO R  M OS T  P L A T F OR M S

Beyond distribution: where you would become the lender

Co-investing first-loss capital or operating as a captive consumer lender means holding consumer credit risk — which triggers the full consumer-lending regime: state-

by-state licensing and the New York–style “platform-capture” exposure on the regulatory slide. This is the line the rest of this guide advises most platforms not to 
cross.

*Higher share at the Native / API stage reflects volume, exclusivity, and integration depth — not the platform underwriting the consumer.
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P R O V I D E R  L A ND SC A PE

The normalized comparison — match AOV × vertical × payment stack

Provider AOV range Terms Merchant fee Vertical focus Geo

Affirm $50–$30K Pay-in-4 → 60 mo 2–6% +$0.30 Retail, high-AOV, services US, CA

Klarna $10–$5K+ Pay-in-4 → 48 mo 2.99–5.99% General & fashion retail US, UK, EU, AU

Afterpay / Block $1–$4K Pay-in-4, 6–12 mo 4–6% +$0.30 Low-AOV retail, Gen Z US, UK, AU, CA

PayPal $30–$10K Pay-in-4, longer 3.49% +$0.49 E-commerce US, EU

Splitit Up to $20K Bi-weekly / custom Processing rates White-label, high-ticket 30+ ctries

Sunbit $50–$20K 3–72 mo From 4.7% Auto, dental, optical, vet US

Wisetack $500–$25K 3–120 mo Flat 3.9% Home & field services, auto US

Cherry $200–$65K 1–60 mo Custom (low) Aesthetics, dental, vet US

PayZen $250–$10K 3–60 mo Non-recourse Healthcare / hospital systems US

CareCredit Up to $25K 6–60 mo From 5.9% Healthcare, dental, vet US

Sezzle Low–mid Pay-in-4 / 6 5–6% +$0.30 E-commerce US, CA

Zip Lower limits Pay-in-4 Competitive Retail US, AU

Start with your existing processor’s BNPL partners first: on Stripe, Affirm is the obvious first call; for in-person service merchants, lead with Wisetack regardless of processor. 
Fee/approval figures are provider-stated and should be use as guidance only. 
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T H E  2 0 2 6  R E G U L A T O R Y  R E A L I T Y

Consumer credit regulations:  the net now widens to platforms

Note: the CFPB’s May 2024 Reg Z interpretive rule was formally rescinded in May 2025. 
The federal retreat did not deregulate BNPL — it shifted the action to the states.

US federal: pressure via banks

CFPB rule rescinded; the durable lever is OCC third-

party-risk oversight. Expect SOC 2 audits, fair-

marketing and anti-steering review. Fail one → API 

access revoked.

US states: the new exposure

New York’s Act can classify a platform that embeds a 

financing widget as a “BNPL lender” needing a license. 

16% APR cap, $85 fee cap, ability-to-repay, 7-day 

refund SLA. California pursues CFL licensing.

Canada: fragmented matrix

Federal RPAA registration + provincial consumer-

protection rules. “Debt stacking” (~47% juggle 

multiple plans) is the core concern, pushing voluntary 

credit-bureau reporting.

I NT E R N A T I O N A L  S I D E B A R

UK (“Regulation Day,” Jul 15 2026): the “domestic-premises supplier” trap snares field-service platforms offering in-home financing.    EU (CCD II, Nov 2026): per-transaction credit checks, 

SECCI disclosure, dual 14-day withdrawal.

Charge Forward  ·  Embedded Lending Thought Leadership 8



T H E  R E F ER E NC E  P R O V I D ER

Affirm: the case of BNPL repositioning into embedded payment infrastructure

Quarterly GMV ($B) — 10+ straight quarters of 30%+ growth

$10.4 $10.8

$13.8

$11.6

Q4’25 Q1’26 Q2’26 Q3’26

~$49.4B  FY2026e GMV  ·  medium-term target $100B

The $100B roadmap — five growth vectors

Scale the distribution — “be everywhere”

Stripe, Adyen, Worldpay, Fiserv, Shopify

Affirm Card flywheel

Everyday debit-style spending

Affirm Edge

Financing inside bank & CU apps (~$140B)

Agentic commerce

AP2, Stripe SPT, Google UCP

International + bank charter

Funding diversification at scale

Charge Forward  ·  Embedded Lending Thought Leadership 9



T H E  C O M P E T I T I V E  F I E L D

Affirm’s prominence is not inevitability — there are several competitors

Approx. annual GMV scale ($B)

$85B

$49B

$25B

Klarna

Affirm

Afterpay

Klarna

Primary rival. Superapp pivot, EU-dominant, won Walmart via OnePay. Beats Affirm on 

low-AOV, Pay-in-4, and Europe.

The field

Afterpay (Gen Z, Cash App), PayPal (vast base), bank installments (Chase, Synchrony) as a 

structural long-term threat.

Concentration risk

Deep reliance on one provider — especially via an exclusive processor — is real exposure. 

For in-person services, Wisetack is a natural second rail.
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P L AT F O R M  E C O NO M I C S

Example: direct referral revenue, before the larger indirect lift

5,000 merchants

× 30% adoption × $200K avg GMV

➜
$300M

BNPL-enabled GMV

➜
$15M

gross fee pool (5% MDR)

➜
$2.25–4.5M

platform revenue (15–30% share)

Two monetization structures

Broker / arranger (preferred): upfront, predictable share of the fee pool, no 

balance-sheet risk.

Net interest margin: a cut of interest over the loan — recurring but smaller and 

harder to forecast.

Leverage = your data: loss rates fall 10–12% → ~4% in-flow; demand 5–10% of 

spread.

Indirect economics are often larger

−75% merchant churn on funded cohorts

2–5× ARPU uplift, no price increase

+23% / +19% revenue / EBITDA-multiple premium

Price for margin, not adoption-at-cost — never treat financial services as free.

Charge Forward  ·  Embedded Lending Thought Leadership 11



M E A S UR I N G  T H E  PR O G R A M

An operator scorecard: never sell raw “BNPL GMV” as growth

The five-stage funnel

Eligible GMV shown

BNPL presented

Application started

Approved

Funded purchase

Incremental GMV must be causal — difference-in-differences on total merchant GMV, not BNPL 
GMV.

Planning benchmark bands by vertical (US/CA, 6–12 mo)

Vertical Funded attach Approval Activation

Fashion / beauty 4–10% 75–90% 45–70%

General retail 3–8% 70–88% 40–65%

Electronics / durables 6–15% 60–80% 30–55%

Home / furniture 8–20% 50–75% 25–50%

Travel / ticketing 5–12% 60–82% 30–55%

Healthcare / dental 6–16% 50–75% 25–50%

Auto / local services 6–14% 50–75% 25–45%

Drivers are ticket size, urgency, discretionary share, delivery immediacy, term, and how well staff present 
financing — not the label.
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C AS E  ST U D I E S  ( 1  O F  2 )

A consistent playbook across verticals

ServiceTitan

Home services + Affirm

Multi-tier financing embedded in the contractor 

workflow — Affirm in the Customer Portal plus “good-

better-best” field proposals showing monthly cost. 

Second-look waterfall lifts approvals. Outcome: 

deeper stickiness and differentiation.

Intuit QuickBooks

SMB invoicing + Affirm

Affirm is the exclusive pay-over-time option on 

invoices. The SMB is paid in full upfront while the 

customer pays over 3–36 months — turning a slow 

receivable into instant working capital with risk 

transferred to Affirm.

Shopify

E-commerce at scale

Shop Pay Installments embeds Affirm natively in the 

accelerated checkout. Saved-credential, one-tap 

installment selection shows that frictionless UX is itself 

the conversion lever, at ecosystem scale.
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C AS E  ST U D I E S  ( 2  O F  2 )

The recurring lesson: default-on deployment

Vagaro

Beauty & wellness — provider upgrade

Launched a white-label “Vagaro Pay Later” with 

Certegy in 2022, then migrated to Affirm in 2025 

across ~100,000 businesses — the common pattern of 

upgrading to a larger, better-capitalized provider as 

the category matured.

Tekmetric & Shopmonkey

Auto repair + Affirm

Both run on Stripe Connect, so enabling Affirm took 

minimal engineering — and crucially deployed 

“Default On,” with financing appearing automatically 

for every qualifying merchant from day one. The 

clearest adoption unlock in the set.

Jobber vs. Housecall Pro

The trades — competitive weapon

Both use embedded BNPL as a retention and 

differentiation lever (Housecall Pro with Klarna + 

Wisetack; Jobber with localized financing). Evidence 

that field-service software lacking embedded capital is 

structurally disadvantaged.

14



F R O M  D E C I S I O N T O  L I V E

Three phases. The last is typically underestimated

1 · Commercial

Negotiate revenue share, weigh exclusivity, push for 

“Default On,” cap minimum-volume commitments.

2 · Technical

Gateway plugin <4h (on Stripe/Adyen) · SDK 40–60h · 

direct API 160–200h. Pass identity + line-item data; 

handle capture/refund; reconcile T+1/T+2.

3 · Activation

The underrated factor. Technical integration only 

makes BNPL available — adoption needs education, 

workflow change, and default-on surfacing.

Design experience for adoption

Surface BNPL at the highest point of purchase intent — at invoice/estimate creation, not just the payment screen. Use only the provider’s pre-approved 
promotional assets, train merchant-success teams to sell it as growth, and report adoption in the merchant dashboard to close the loop.
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S T R A T E G I C  D I R E C T I V E S

Seven moves for software executives

1
Calibrate depth

Default to partnership with embedded BNPL 

provider. Don’t try to become a bank.

2
Decide the model upfront

Installments vs. proper BNPL sets your 

compliance stance.

3
Match the triad

Provider = AOV × vertical × existing payment 

stack.

4
Price for margin

Passthrough-plus-markup or premium tiers —

never free.

5
Win on activation

Default-on + workflow-native beats 

integration alone.

6
Treat data as leverage

Quantify the loss-rate reduction; negotiate 

accordingly.

7
Compliance as architecture

Dynamic checkout, refund APIs, geo-mapping = a moat.



Embedded Finance is more than a payment method -

a re-architecture of the SaaS model.

Executed with the right architectural choices — a licensed third-party provider, default-on deployment, and compliance built into 

the foundation — embedded BNPL adds a durable revenue line while deepening the financial utility of your core product.

Charge Forward  ·  Embedded Finance Thought Leadership
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