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Executive Summary — Q1 2026

WINDSOR DRAKE

PUBLIC MEDIAN MARKET SIZE
6.7X $143.45B
EV/Revenue (Vertical SaaS) 16.3% CAGR (to $499B by '35)

l~ Valuation Bifurcation

® Category Leaders: Best-in-class platforms command 8.0x-12.0x multiples,
with exceptional outliers reaching 14.0x.

® Private Discount: Persistent 30-40% liquidity discount for private assets,
though strategic parity exists for niche leaders.

® NRR Benchmark: Top-quartile vertical platforms achieve 120-130% NRR,
significantly outperforming broader software indices.
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FINTECH PREMIUM

25-45%

Valuation Lift for Embedded Finance

1@ Strategic Drivers

LEADERS

S-12x

Revenue Multiple for Top-Tier

® Workflow Embeddedness: System-of-record status creates exponential
switching costs and deep defensive moats.

® Fintech Transition: Mature platforms now generate 25-40% of revenue
from payments/lending, expanding TAM by 2-5x per customer.

The Vertical Advantage

Vertical SaaS has shifted from niche software to comprehensive financial
platforms. Investors now pay premiums for the predictability of "rule of
efficiency" growth, favoring deep workflow integration over broad horizontal

reach.



Market Size & Outlook: 16.3% CAGR Growth
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Inflection Point

Vertical SaaS hits a critical inflection point in 2026
at $143.45B, driven by digitization in legacy
industries like construction and manufacturing.

Robust Growth

Forecasts project expansion to $499B by 2035, a
robust 16.3% CAGR, as vertical platforms replace
fragmented point solutions.

Wallet Share Shift

Unlike horizontal tools, vertical platforms capture
more wallet share by acting as the "system of
record" and embedding financial layers into
workflows.
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Public vs Private Valuations: The Liquidity Gap
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Private SaaS Median

6.7x

Strategic Leaders

Market Benchmark

l Public Median at 6.7x

Public vertical SaaS companies have stabilized at a median of 6.7x
revenue. This creates the ceiling for private market expectations,
reflecting a mature understanding of recurring revenue quality.

Private Reality

% 30-40% Liquidity Discount

Private valuations track public benchmarks but factor in a 30-40%
discount for illiquidity, placing most private deals in the 4.0x-4.7x
range unless strategic premiums apply.

Strategic Exception

@ Parity for Category Leaders

Top-tier private platforms avoid the discount entirely. Strategic
acquirers pay parity (or premiums) for category leaders in niche
verticals, valuing defensibility over liquidity.
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Subsector Valuation Multiples (Q1 2026)

Valuation divergence driven by regulatory barriers, Al integration depth, and fintech monetization potential.

Vertical Industry Avg EV/Revenue Avg EV/EBITDA YoY Trend Primary Value Driver
Healthcare IT 9.5x -12.0x 24x - 30x 4 Strong Growth Regulatory moats & Al diagnosis
Financial Services 9.0x - 11.5x 22x - 28x 1 Strong Growth Embedded banking/lending
Legal Tech 8.0x-10.5x 20x - 25x ;rZAv:ierate Workflow automation & Al
Construction Tech 7.5x-10.0x 18x — 24x 4 Strong Growth Project mgmt & Payments
Retail/Hospitality 5.5x - 7.5x 14x - 18x 4 Compression Operational efficiency

£ Sector Divergence Analysis

We observe a distinct bifurcation based on vertical maturity and barriers to entry. Healthcare IT and Financial Services command premium multiples due to deep
regulatory moats and embedded Al/Fintech revenue streams. Conversely, Retail/Hospitality faces multiple compression due to market saturation and lower switching
costs, trading at a significant discount to the sector median.
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Valuation Bifurcation: The Moat Premium

Estimated Forward Revenue Multiples by Category Tier (Q12026)

—— The Quality Spread

st-in-Class Platforms K

. 8x - 12x (Outliers 14

Fintech + Deep Moat) _ = 12x (Dieis 1Ax The market now distinguishes sharply
between software tools and
embedded platforms.

Key Driver: Workflow embeddedness

Strong Performers 6x - 8x and fintech monetization justify a
Workflow Embedded) nearly 2x valuation premium over

pure-play software competitors.

Software-Only )
(Point Solutions) - 4y - Bx
Laggards ;
(Commoditized) 2x - dx
Ox 2% 4x Bx Bx 10 12x 1dx T5x

EV / Revenue Muitiple Range {x)
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Workflow Embeddedness: The Primary Moat
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«

System of Record Status Mission Critical

Vertical platforms serve as the central nervous system for
business operations, managing inventory, compliance, and
payroll. This dependency creates "system of record" stickiness
that horizontal competitors cannot displace.

Defensible Feature Gap 3-5 Year Moat

Industry-specific feature depth requires years of engineering.
Generalist competitors face a multi-year "feature gap" to
replicate complex vertical workflows, providing a substantial
defensive buffer against encroachment.
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@ Prohibitive Switching Costs $250k-$500k+

Migrating away from a vertical operating system involves
massive data transfer risks, staff retraining, and operational
downtime. These high switching costs protect revenue streams
even during severe economic downturns.

l~ Operational Metrics Impact

This structural stickiness drives superior economics: Top-quartile vertical
SaaS companies achieve 120-130% NRR and exercise 5-10% annual pricing
power. Deep data integration further solidifies the "Al Moat" against new
entrants.
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Net Revenue Retention (NRR) Benchmarks

Retention-Led Growth: NRR Performance as the Primary Proxy for Product-Market Fit & Efficiency — Q12026

Performance Tier NRR Benchmark Growth Lever Valuation Impact Strategic Implication
Best-in-Class 120% -130%+ Fintech + Multi-product 10.0x - 14.0x Premium Valuation
Strong Performer 10% - 119% Cross-sell / Upsell 7.0x - 9.0x Standard Range
Average 100% —109% Pricing Increases 5.0x - 6.0x Significant Discount
Underperformer <100% Churn Replacement < 4.0x Deep Discount
Sector Median 106% Mixed 6.7x Market Baseline

& The Valuation Multiplier Effect

NRR remains the "north star" metric for vertical SaaS. Companies sustaining NRR above 115% command a valuation premium of nearly 50% compared to those in the
100-105% range. This bifurcation underscores the market's preference for installed-base growth (efficient) over new-logo growth (expensive) in the vertical sector.
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Embedded Fintech Valuation Premium
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8.5x - 11.0x

Hybrid Platform
{30-40% Fintech)

10.0x - 13.0x

Fintech-Led Vertical
{50-60% Fintech)

The 30% Threshold

Vertical platforms generating >30% of revenue from
fintech sources (payments, lending) see a fundamental re-
rating, commanding a 25-45% valuation premium over
pure-play software peers due to increased TAM and
stickiness.

Attach Rate Velocity

Leading platforms are achieving 60-80% payment attach
rates within new customer cohorts. Investors are
increasingly modeling the lifetime value of the payments
stream, which grows linearly with customer GMV.

Take-Rate Economics

The market values the composite "gross profit dollar"
highly. A modest 50 basis point margin on Gross Payment
Volume (GPV) often equals the entire subscription revenue
for high-volume industries like restaurants or auto repair.



WINDSOR DRAKE

Revenue Mix Evolution: Software vs. Fintech

Software Revenue .Ffmech Revenue

100% “ Pure SaaS Model
. & Workflow Dependency
90-100% Software Revenue. Traditional model relies heavily on
80% subscription fees. While gross margins are high (75-85%), CAC
remains static, limiting LTV expansion without fintech.
~ 70%
=
E &0o Hybrid Platform
I u &0
[=]
= ¥ The Value Sweet Spot
[=]
a0% . :
3 895% 30-40% Fintech Revenue. Mature platforms now integrate
= . . .
£ payments/lending to increase TAM by 2-5x per customer. This "dual
E 40% flywheel" boosts valuation multiples to 8.5x-11.0x.
g B5%
P 30% '
A5%, Fintech-Led
20%
= Transaction Engines
10% 50-60% Fintech Revenue. High-volume verticals (e.g., restaurants,
auto repair) where "take rates" on GMV drive economics. Stickiness
0% is extreme, creating 10x+ valuation outcomes.
Pure Vertical SaasS Hybrid Platform Fintech-Led Vertical
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Business Model Valuation Comparison

Valuation multiples correlate directly with fintech revenue contribution and customer stickiness metrics.

Business Model Type Software Rev % Fintech Rev % Valuation Multiple Strategic Value Driver

Pure Vertical SaaS 90% - 100% 0% -10% 6.0x - 8.0x & Workflow dependency
Hybrid Platform 60% - 70% 30% -40% 8.5x - 11.0x ©O High LTV, low churn
Fintech-Led Vertical 40% —50% 50% -60% 10.0x - 13.0x |~ Volume upside + stickiness

@ The Hybrid Premium

The market is clearly rewarding the Hybrid Platform model as the optimal balance of recurring software predictability and high-margin fintech expansion. While

Fintech-Led models command the highest multiples due to uncapped volume upside, they require significant scale. Pure Vertical SaaS is increasingly viewed as a
legacy model vulnerable to consolidation unless it evolves.

Vertical SaaS Valuation Report - Q12026 1



Category Leadership Premium
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3.0x - 4.5x

Long Tail
(<10% Share)

Winner-Take-Most Dynamics

Vertical SaaS markets exhibit extreme power laws. Clear
category leaders (>40% share) command a 30-50%
valuation premium over challengers. As leaders
accumulate more industry data and set compliance
standards, they become the default choice, lowering CAC
and increasing defensibility.

Ecosystem Flywheel

Leaders benefit from "platformization," becoming the
gravitational center for third-party developers. This app
marketplace effect generates high-margin revenue with
zero marginal cost and creates lock-in that virtually
guarantees long-term dominance.

Consolidation Risk

The gap is widening. While leaders trade at 10x-13x,
secondary players often struggle to break 6x unless they
own a specific technological niche. Investors are
concentrating capital in platforms that have already

12



PE Consolidation Playbooks (Q1 2026)
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Private Equity firms are executing distinct strategies to consolidate fragmented verticals, valuing platforms based on their role in the

consolidation thesis.

PE Strategy Target Profile Value Creation Lever Typical Entry Multiple
Platform Buy $50M+ ARR, High Retention Multiple expansion, M&A integration 8.0x -12.0x

Add-On (Tuck-in) $5M-$20M ARR, Niche Feature Cross-sell to platform base 4.0x - 6.0x
Turnaround Low growth, High burn Cost cutting, Margin improvement 2.0x-4.0x

A The Arbitrage Opportunity

valuation environment.
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Private Equity firms are leveraging a clear arbitrage play: acquiring smaller "tuck-in" assets at 4.0x-6.0x revenue and integrating them into larger platforms that trade at
10.0x-12.0x. This multiple expansion—combined with operational efficiencies—allows firms like Thoma Bravo and Vista to generate outsized returns even in a stabilizing
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Geographic Valuation Premiums
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Average Revenue Multiples by Region (Q12026)

Morth America
intech Monetization)

Europe

(Regulatory Moats) 7.0x
APAC
(Volume Growth) 7.0x
Latin America 65
(SME Digitization) 5x
O Tx 2x% 3x Ax 5y G T

Avg EV [ Revenue Multiple (x)
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8x

8.5x

S

10x%

Regional Drivers

North America (8.5x): Command highest
premiums due to advanced fintech
monetization capabilities and mature
high-ARPU customer bases.

Europe (7.0x): Regulatory complexity
creates deep "national champion" moats,
protecting margins despite slower
growth.

APAC (7.0x): Mobile-first adoption in
retail and logistics drives high volume
growth, attracting growth-focused
capital.
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Sector Performance Leaders (Q1 2026)

Estimated EV / Revenue Multiples by Vertical Sector

Healthcare IT 655 - 12.0 Vertical Divergence
Al & Regulatory Moats) K- 120K
Valuations vary significantly based

on regulatory moats and Al
applicability.

- 9.0x - 11.5x o Healthcare IT: Commands top

premiums driven by Al
diagnostic tools and compliance

Leaal Tech moats.

egal Tec

, 8.0x - 10.5x . . .

IWorkflow Automation) - ¢ Financial Services: Embedded

banking drives high-margin
revenue mix.

Construction Tech ¢ Retail/Hospitality: Facing
T.5% - 10.0x .
(Payments Integration) compression due to market
saturation and lower switching
costs.

Financial Services
[Embedded Banking)

Retail / Hospitality

(Market Saturation) 5.5x - 7.5x

Qx 2% Ax Bx 8x 10x 12x 14x
EV / Revenue Multiple Range (x)
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Sector Outlook & Risk Analysis (Q1 2026)

Forecasted valuation trends driven by technological catalysts and sector-specific headwinds.

Vertical Industry Valuation Outlook Primary Growth Catalyst Key Risk Factor

Healthcare IT A2 Bullish Al Automation & Diagnosis Regulatory Change (HIPAA)
Construction Tech 7 Bullish Embedded Payments / Finance Interest Rate Sensitivity

Legal Tech — Stable Efficiency Pressures Slow Adoption Cycles

Retail / Hospitality “~ Bearish Market Consolidation Market Saturation / Saturation

> Strategic Divergence

Sector performance in 2026 is defined by the ability to leverage Al and embedded finance. Healthcare and Construction are poised for expansion as they digitize high-
value workflows. Conversely, Retail faces headwinds from saturation, where value creation shifts from organic growth to M&A consolidation.

Vertical SaaS Valuation Report - Q12026 16



Priority #1: Embed Fintech
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€ Fintech as Core Pillar Strategic Shift

Treat financial services not as an add-on, but as a primary
product line. Integrate payments so deeply into the workflow that
using an external provider becomes operationally difficult for the
customer.

¢ Targel >30% Revenue Mix Valuation Kicker

In 2026, the market rewards companies generating at least 30%
of revenue from fintech. This shift from pure subscription to
transaction-based revenue is a prerequisite for achieving
premium valuation multiples.
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4 Zero CAC LTV Expansion High Margin

Boost Lifetime Value (LTV) by cross-selling payments and
lending to the existing installed base. This strategy allows for
massive revenue expansion with virtually zero incremental
Customer Acquisition Cost (CAC).

@ Financial Dependencies & Stickiness

Explore capital products like lending and card issuing to create deep financial
dependencies. When a customer relies on your platform for cash flow and
capital, churn becomes non-existent, creating extreme retention.

17



Priority #2: Secure Category Leadership
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¥ Winner-Take-Most Dynamics 30-50% Premium

Vertical markets naturally consolidate around one dominant
operating system. The clear leader commands a massive
valuation premium, while sub-scale point solutions face multiple
compression. Leadership is the primary driver of capital
efficiency.

@ Scale via M&EA Strategy Consolidation Engine

If organic growth to #1is too slow, founders must aggressively
pursue M&A to combine with peers. Being a sub-scale player is
risky; scale is required to build defensible data moats and
standard-setting capabilities.
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a5 KEcosystem Gravity Center Platform Effect

Category leaders become the "gravity center" for third-party
developers. Opening APIs creates a high-margin app
marketplace, locking in customers and increasing switching
costs exponentially through network effects.

A The "Sub-Scale" Trap

Investors in 2026 are wary of funding "also-rans." Companies must
demonstrate a clear path to being the #1 or #2 player. Consolidation is not just
an option; it is a survival mechanism to achieve escape velocity and defend
margins.

18
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Priority #3: Target 120%+ Net Revenue Retention

z Retention-Led Growth Strategic Shift ¥ High-Quality Retention Stickiness vs. Price
In 2026, efficient growth comes from expanding wallet share Investors scrutinize the source of NRR. Premium valuations are
with the installed base rather than "growth at all costs" reserved for retention driven by true product utility, module
acquisition. Capital efficiency dictates that upselling existing adoption, and fintech usage—not just aggressive annual price
customers yields higher margins than chasing new logos. hikes which can mask underlying churn risks.

& Module Expansion Engine 2-3 Launches/Year
Sustain high NRR by launching 2-3 new modules annually.

Cross-selling adjacent workflows—such as marketing
automation or payments—deepens product stickiness and
accelerates revenue expansion without proportional sales spend. ® Valuation Premium Impact
Data confirms that vertical platforms sustaining NRR >115% command a

~50% valuation premium compared to peers in the 100-105% range. High
NRR is now the market's primary proxy for product-market fit.

Vertical SaaS Valuation Report - Q12026 19
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Priority #4: Implement Vertical Al

€ Train on Proprietary Data The Al Moat z Create Compounding Moats Network Effects
Generic Al wrappers are commodities that offer no long-term Vertical Al creates a compounding advantage: the more your
advantage. True vertical Al must be trained on your unique, customers use the platform, the smarter your models become,
proprietary industry data set to solve specific problems—like and the better the product performs relative to competitors. This
automated code compliance checks in construction or virtuous cycle creates a "data moat" that deepens over time,
interaction audits in legal—that horizontal competitors like making displacement increasingly difficult.
ChatGPT cannot replicate.

@ Automate Complex Workflows High Value

Focus Al implementation on automating complex, manual
workflows that are unique to your vertical. By replacing repetitive
human tasks with intelligent automation, you create immediate @ Strategic Advantage
ROI for customers and deepen their reliance on your platform as
the operational engine.

Leverage your unique data visibility advantage. Horizontal Al models lack
access to the granular, private transaction and operational data that flows
through your system of record. This proprietary context is the key to building
defensible, high-value Al capabilities.

Vertical SaaS Valuation Report - Q12026 20



Priority #5: Become the System of Record
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©

Own Core Operations Central Infrastructure

Valuation premiums are reserved for platforms that are "mission
critical." Move beyond peripheral tools and aim to become the
central operating system where the customer's core data lives—
managing scheduling, compliance, payroll, and inventory.

% Mission-Critical Dependency Business Continuity

The ultimate defensive position is reached when the customer's
business literally stops if your software goes down. This
operational dependency creates unparalleled stickiness that
transcends economic cycles and budget cuts.

Vertical SaaS Valuation Report - Q12026

v Defensive Pricing Power 5-10% Annual Growth

When deeply embedded as the system of record, competitors
cannot displace you with lower prices alone. This dynamic
allows vertical SaaS leaders to exercise significant pricing power,
raising prices by 5-10% annually without elevating churn rates.

@ Strategic Implication

Shift product strategy from adding features to deepening workflow
entrenchment. Prioritize integrations and data layers that make your platform
the "single source of truth" for the entire business, rendering point solutions
obsolete.
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Priority #6: Optimize Rule of 40

& The New Efficiency Standard Threshold: 40%+ @ Altract Strategic Capital M&A Magnet
The "Rule of 40" (Growth % + EBITDA Margin %) remains the Private Equity and strategic acquirers aggressively target Rule of
gold standard for premium valuations. In 2026, efficient growth is 40 performers. Operational discipline signals a mature "platform"
valued significantly higher than "burned growth," requiring a ready for scale, making these assets prime candidates for
strategic shift from pure top-line expansion to disciplined consolidation strategies where PE can apply leverage and M&A.
execution.

2 Valuation Multiplier Premium Multiple
High-efficiency companies command a valuation premium.

Investors are increasingly penalizing cash-burning models, even
those with high growth rates, while rewarding platforms that
demonstrate a clear path to 20%+ EBITDA margins alongside @ Strategic Imperative

growth. Aim to balance your expansion with operational discipline. Targeting positive

cash flow or high efficiency is the fastest route to attracting private equity
suitors who reward sustainable models over growth-at-all-costs.

Vertical SaaS Valuation Report - Q12026 22



Priority #7: Build a Partner Ecosystem
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a5 From Product to Platform Strategic Shift

Transform your vertical solution into an open platform by
exposing APIs to third-party developers. Moving beyond a
single-vendor product allows you to serve niche use cases
without bloating your core engineering roadmap.

@ Ecosystem Lock-in High Switching Costs

When customers rely on your platform not just for core features
but for a constellation of integrated partner apps, switching
becomes exponentially harder. A thriving ecosystem creates a
"moat of integrations" that competitors cannot easily replicate.

Vertical SaaS Valuation Report - Q12026

0

App Marketplace Revenue High Margin

Launch a curated app marketplace to generate high-margin
revenue share (typically 15-30%) from partners. This creates a
new revenue stream with zero marginal cost while solving edge-
case customer problems that drive retention.

+f Valuation Multiplier Effect

Investors value platform businesses significantly higher than product
businesses. A successful partner ecosystem signals infinite scalability and
transforms your company into the industry standard, justifying top-tier 10x-
14x valuation multiples.

23



Key Investment Themes 2026
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® Fintech-Native Verticals Leading Market

Verticals where payment processing is the primary monetization
engine are outperforming software-only models. Investors favor
platforms that embed capital products (lending, cards) to create
high-margin, sticky revenue streams.

&® Al-Augmented Workflows Defensible Moats

Proprietary data advantages allow vertical platforms to build
specific Al models that automate complex tasks. This creates
deep, defensible moats that generic horizontal Al tools cannot
replicate without industry context.
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ss Consolidation Chassis M&A Strategy

Private Equity and strategic buyers view robust vertical platforms
as ideal "chassis" for rolling up fragmented point solutions.
Leaders with strong core systems are valued for their ability to
integrate add-on acquisitions.

© Regulatory Moat Sectors

Sectors with high compliance burdens—Healthcare IT, Legal Tech, and
Financial Services—are seeing sustained premium valuations. Regulatory
complexity acts as a natural barrier to entry, protecting incumbents from
disruption.

Vertical-specific data advantages further entrench these leaders, making
them critical infrastructure for compliance.

24
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Risk Factors & Headwinds

Macroeconomic Sensitivity High Impact ¥ Competitive Encroachment Strategic Threat
Verticals serving SMBs (e.g., retail, hospitality) are highly Horizontal giants (e.g., Salesforce, Microsoft) are increasingly
sensitive to recessionary pressures, leading to elevated churn. bundling "verticalized" features, threatening lower-moat players.
Additionally, sustained high interest rates squeeze capital- Established legacy providers are also aggressively acquiring
intensive sectors like construction, delaying software adoption. point solutions to modernize their stacks.

® Fintech Execution Risks Margin Pressure

Reliance on "take-rate" economics exposes revenue to GPV
(Gross Payment Volume) volatility. As payments become
commoditized, vertical platforms face margin compression and /¥ Regulatory Uncertainty

must innovate beyond simple processing to maintain premiums. Compliance-driven sectors like Healthcare and Financial Services face

shifting legislative landscapes (e.g., Al governance, data privacy). Rapid
regulatory changes can force expensive R&D pivots and delay product
roadmaps for smaller vertical players.

Vertical SaaS Valuation Report - Q12026 25



Profitability Timeline Impact on Valuation
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Valuation Premium/Discount based on EBITDA Timeline (Q1 2026)

Valuation Impact vs. Median (%)

40%
+25% to +40% Premium
20% #10% to +20% Premium
Baseline (0%)

0%
-20%
-40%
60%

Currently Mear-Term Clear Path

Profitable (12-18 mo) (18-24 mo)
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-15% to -25% Discount

Extended Path
(24-36 mo)

-40% to -60% Discount

Mo Clear Path
(>36 mo)
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Valuation Outlook: 2026 — 2027
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10.0x - 14.0x

14x

12x

10x%

a8x

bx

Projected EV / Revenue Multiple

4x

x
Category Leaders
(Expanding)
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6.5x - 7.0x
I
4.0x - 5.0x
Base Case Laggards
(Stable) {Compressing)

Leaders Expand (10X-14X)

Category leaders integrating Al and embedded fintech are
decoupling from the market median. This premium is
driven by "inevitability"—investors paying up for deep data
moats and compounding platform effects.

Base Case Stability

The broad market has stabilized at 6.5x-7.0x, providing a
floor supported by consistent M&A activity. Private Equity
continues to act as a backstop for assets with strong
retention but moderate growth.

Laggards Compress

Software-only point solutions without a clear platform
strategy face continued compression to 4.0x-5.0x. These
assets are vulnerable to consolidation as customers seek
to reduce vendor sprawl.
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Benchmark Summary: Unit Economics (2026)
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Best-in-class vertical platforms prioritize retention-led growth and efficient capital deployment.

Top Quartile Target

Strategic Implication

Key Metric Median Performance
Net Revenue Retention 106%

CAC Payback Period 18 - 24 Months

Gross Margin 65% —-70%

LTV / CAC Ratio 3.0x - 3.5x

Rule of 40 (Growth+EBITDA) 23%-26%

@ The "Rule of Efficiency" Premium

Vertical SaaS Valuation Report - Q12026

120% - 130%+

12 - 15 Months

75% —85%

> 4.0x - 6.0x

>40%

@ Indicates sticky workflow & effective cross-sell.
© Shorter cycles allow faster reinvestment.

@€ Blended profile; Software high, Fintech
moderate.

1 High LTV driven by 10yr+ vertical lifecycles.

&l Primary filter for premium valuation multiples.

In Q1 2026, the valuation gap between median and top-quartile performers has widened significantly. Companies achieving the "Triple Crown"—120%+ NRR, <15 Month
Payback, and Rule of 40 Compliance—are commanding valuation premiums of 50-70% above the sector median, regardless of pure revenue scale.
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Conclusion & Recommendations

Q

Embed Fintech as Core Pillar

Achieve 230% revenue from payments/lending. Vertical platforms with this revenue mix command 25-45% valuation premiums due to massive
LTV expansion and zero CAC growth.

Secure Category Leadership

Pursue the #1 or #2 position aggressively. Category leaders with >40% share trade at 10x-13x revenue, while sub-scale players face
consolidation at 4x-6x multiples.

Optimize for 120%+ NRR

Shift to retention-led growth via module expansion and payment volume. Best-in-class NRR (>120%) signals deep workflow stickiness and
justifies outlier valuation premiums.

Implement Vertical AI Moats

Train models on proprietary industry data to automate complex workflows. This creates a compounding data advantage that horizontal
competitors cannot replicate.

Become the System of Record

Own core operations (scheduling, compliance, payroll) to achieve mission-critical status. This creates switching costs >$250k and
unparalleled pricing power.

Vertical SaaS Valuation Report - Q12026
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Sources & Methodology
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Strategic Reports & Embedded Finance

¢

«

Report Methodology

This report aggregates data from proprietary transaction databases, public filings, and leading industry research published through Q4 2025. Valuation multiples represent Enterprise Value / LTM
Revenue unless otherwise noted. Private market data reflects median quartiles from disclosed transactions exceeding $50M EV. Forward-looking statements for Q12026 reflect consensus
macroeconomic assumptions regarding Interest rate policies and capital market activity.

BCG Embedded Finance Report
bcg.com

First Analysis Vertical SaaS Report
firstanalysis.com

Bain Embedded Finance
bain.com

Business Research Insights
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