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WEX Inc.
A high-cash-flow vertical payments platform with an activist-forced governance and capital-allocation reset

Ticker / price Equity / operating EV 2026E adjusted EPS Current income yield

NYSE: WEX / $191.78 $6.54bn / ~$9.8bn $19.68-$20.08 0% dividend / ~10.6% FCF

Market data as of August 14, 2026. Operating EV excludes WEX Bank deposits and receivable-funding debt; FCF yield uses $696m trailing adjusted FCF. [1][7]

MARKET COMMENTARY | FOR INFORMATIONAL AND EDUCATIONAL PURPOSES ONLY
This material does not describe any First Principles fund or advisory service and is not an offer or solicitation to purchase or sell any security or interest in 
any investment vehicle. It is not investment, legal, tax or accounting advice. Forecasts and scenarios are hypothetical and do not represent actual First 
Principles investment results. See Important Disclosures.

5-YEAR TSR REFERENCE CASE: 24.9% = 0.0% + 11.0% + 13.9%

24.9% 0.0% 11.0% 13.9%
Annualized TSR Dividend yield EPS growth Multiple reversion

Mechanical bridge: current 2026E adjusted P/E of 9.6x reverts to the 2016-2025 year-end adjusted average of 18.5x. EPS growth includes ~6.7% adjusted net-income growth plus ~3.8% annual share shrink. This is 
a reference case, not a price target. [1][2][8][9]

Thesis
WEX owns differentiated fleet-payment networks, a scaled benefits platform and global B2B payment rails. The shares trade at ~9.6x 2026 adjusted EPS and a 
double-digit adjusted free-cash-flow yield even after the 2026 rebound. The hidden nugget is the combination of activist-driven board refresh, separation of chair 
and CEO, and a new $1bn repurchase authorization against a 34m-share base. If organic growth stabilizes and buybacks remain disciplined, per-share value can 
compound faster than the business. The trade-off is real: leverage, regulated-bank funding, fuel sensitivity and a contentious governance history demand a starter 
position.

Four-question scorecard
Question Score Why it is not higher

Business quality 4.0 / 5.0 Niche networks, data, HSA float and high margins; cyclicality, credit and bank complexity cap the score

Price 4.5 / 5.0 ~9.6x adjusted EPS and ~10.6% FCF yield; headline EV and GAAP P/E are poor lenses

People / allocation 3.5 / 5.0 Deeply experienced CEO; prior M&A and debt-funded buybacks triggered a proxy fight

Hidden nugget 4.5 / 5.0 Board reset + $1bn authorization + depressed multiple can accelerate FCF/share



WEX INC. | INVESTMENT MEMO AS OF AUGUST 14, 2026

INTERNAL RESEARCH MEMO Page 2 of 8

2  Business and Industry
Three vertical platforms share payments, data and bank funding—but have different economic sensitivities

Business model in plain English
WEX embeds payment and workflow tools inside fleets, employee benefits and B2B accounts payable. Mobility earns processing, servicing, finance and ancillary 
fees across a proprietary fleet network. Benefits sells SaaS administration and earns interchange plus yield on HSA cash. Corporate Payments issues virtual cards 
and automates supplier payments. WEX Bank supplies low-cost funding and credit capability, but also makes the balance sheet more complex than a software 
company.

Segment Q2 2026 revenue Adj. margin Economic role

Mobility $422m 43.2% Fleet network, fuel / vehicle spend controls, credit and data

Benefits $206m 40.5% HSA/FSA/COBRA SaaS, payments and custodial yield

Corporate Payments $125m 46.7% Virtual cards, embedded payments and AP automation

Q2 2026 segment results. Adjusted margins are company-defined. [1]

Why business quality is 4.0 / 5.0
 Mobility's closed-loop network covers more than 90% of U.S. fuel charging locations and captures vehicle, driver, odometer and merchant data that general-purpose 

cards do not. [2]
 Benefits combines recurring SaaS fees with payments and custodial economics; 21.7m average accounts and $5.2bn of HSA cash assets create scale and float 

optionality. [1]
 Corporate Payments is a high-margin embedded-payments asset with global issuance capability, though travel and purchase volumes are cyclical and partner-

concentrated.
 The company produces high adjusted margins and strong cash conversion without heavy physical capex; capitalized software and bank capital are the true 

reinvestment needs.
 The deduction is material: revenue responds to fuel prices/spreads, payment volume, rates and credit losses; WEX Bank introduces liquidity, regulatory-capital and 

change-of-control constraints.

Industry structure and profit pool
Force Assessment Investment implication

Customer power Medium-high Large fleets, benefit administrators and travel partners negotiate aggressively

Network power High Visa/Mastercard rules and merchant economics constrain take rates

Rivalry High Corpay, U.S. Bank, Edenred, benefits specialists and fintechs compete

New entrants Medium APIs lower software barriers; bank, credit, network and data scale remain difficult

Substitution Medium Open-loop cards and EV charging change workflows, but spend control remains valuable

CUSTOMER VALUE PROPOSITION  WEX turns payments into operating control: fraud reduction, richer data, working-capital visibility and fewer manual workflows.
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3  Financials and Business Quality
The 2026 rebound is strong; the proof point is durable organic growth per share after fuel and buybacks

Metric 2024 2025 Q2 2026 Underwriting read

Revenue $2.63bn $2.66bn $754m +14% Q2; fuel tailwind matters

Adjusted EPS $15.28 $16.10 $5.35 +35%; share shrink amplifies growth

GAAP EPS $7.50 $8.47 $3.11 Amortization and SBC gap persists

Adj. operating margin ~41% ~38% 39.6% Still an attractive cash model

Adj. free cash flow $562m $638m $219m $696m trailing at Q2

Company 10-K and Q2 2026 results. Adjusted measures are company-defined. [1][2]

What must be true for 11% EPS growth
 Organic revenue settles at 4%-6% after normalizing fuel prices; Mobility transactions return to low-single-digit growth rather than remaining flat.
 Benefits, Corporate Payments and modest margin expansion convert that revenue growth into roughly 6%-7% annual adjusted net-income growth.
 The $1bn authorization retires roughly 13%-15% of shares at average prices of $190-$220, and ongoing FCF-funded repurchases sustain approximately 3%-4% annual 

share-count reduction over five years.
 Repurchases remain below conservative intrinsic value and are funded from cash generation without pushing covenant leverage back above 3x.

Five-year operating bridge
Metric 2026E base 2031E base 5-year change What drives it

Revenue $2.88bn $3.85bn ~6.0% CAGR Benefits, embedded payments, modest Mobility

Adjusted net income $696m $965m ~6.7% CAGR Growth, mix, productivity + lower interest

Diluted shares 35.0m 28.8m ~(3.8%) CAGR $1bn authorization + ongoing FCF buybacks

Adjusted EPS $19.88 $33.50 ~11.0% CAGR Net-income growth amplified by share shrink

Analyst estimates, not company guidance. 2026E uses company guidance midpoints. Guidance assumes 35.0m diluted shares and excludes repurchases after the $60m completed through Q2; management 
expects the vast majority of near-term adjusted FCF to fund repurchases. [1]

Balance sheet, ratings, maturities and covenants
Position. At March 31, 2026, corporate term loans, revolver and senior notes totaled about $3.69bn; WEX Bank separately had $1.3bn FHLB advances, $185m federal funds and deposit  
funding supporting receivables and HSA assets. Company-defined leverage was 2.9x at June 30. Ratings. WEX does not publish a consolidated agency-rating table in its SEC or earnings 
materials. The 6.5% unsecured notes and secured loan stack should be treated as non-investment-grade economics unless verified directly with the agencies. Covenants. Interest 
coverage must be at least 3.0x and consolidated leverage no more than 4.75x; WEX was in compliance. [1][3]

2026 2027 2028 2029 2030 Thereafter

$1,335m $63m $1,396m $1,119m $5m ~$1,029m

Contractual total-debt maturities at December 31, 2025. 2026 is dominated by short-term bank / receivable funding; Term B-2 matures in 2028, Term A-1 and revolver in 2029, Term B-3 in 2032 and 6.5% notes in 
2033. [2]
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4  Valuation, Hidden Nugget and LBO
The public multiple is near the adjusted decade low; an LBO works on paper but the regulated bank changes the transaction

Current valuation and 10-year adjusted P/E range
At $191.78, WEX trades at 19.1x GAAP TTM EPS but only 9.6x the midpoint of 2026 adjusted EPS guidance. Because acquisition amortization, stock compensation 
and other adjustments are large, the decade range below recomputes year-end P/E using company-reported adjusted EPS. The average is inflated by 2020; a 
conservative underwriting exit uses 13x, not the full 18.5x mean.

Current 2026E 10-year low 10-year average 10-year high

9.6x 9.3x 18.5x 33.6x

Adjusted P/E for 2016-2025 using year-end prices and company-reported adjusted EPS. [2][8][9]

Case Prob. 2031 adj. EPS Exit P/E 2031 value 5-year IRR

Bear 25% $23.00 8x $184 ~(1%)

Base 55% $33.50 13x $436 ~18%

Bull 20% $40.00 15x $600 ~26%

No dividend. Probability-weighted value is ~$406, or ~16% annualized. Analyst assumptions; no takeover premium. Base EPS explicitly includes buyback accretion.

Hidden nugget: governance reset plus share shrink
 The May 2026 settlement added all three Impactive nominees, including Lauren Taylor Wolfe, and separated chair and CEO after a bitter proxy contest. Governance 

changed because shareholders forced it. [5]
 WEX then authorized a new $1bn repurchase program—about 15% of the current equity value—after retiring roughly 13% of shares during 2025. [2][6]
 At a ~10% adjusted FCF yield, repurchases below conservative intrinsic value can add several points to FCF/share even if reported revenue grows only mid-single digits.
 The 4.5/5.0 score reflects an unusually visible mechanism and large authorization. It is not 5.0 because prior debt-funded repurchases and acquisitions show that 

capital-allocation discipline must be proven, not assumed.

Illustrative five-year take-private analysis
Stage Purchase / operating case Leverage / multiple Debt Sponsor equity outcome

Entry 20% premium; ~$11.2bn operating EV ~9.3x / $1.20bn cash EBITDA $6.0bn / 5.0x ~$5.2bn equity check

Exit $1.61bn EBITDA; ~$16.1bn EV 10.0x exit $2.0bn ~$14.1bn equity value

Return $4.0bn net debt reduction No dividend recap Fees excluded 2.7x MOIC / ~22% IRR

Illustrative analyst model. Operating EV excludes deposits and ordinary receivable funding; actual transaction financing would require bank, network and regulatory analysis.

Exit EBITDA / net debt 8x exit 10x exit 12x exit

$1.40bn / $2.50bn ~11% ~17% ~23%

$1.61bn / $2.00bn ~16% ~22% ~27%

$1.80bn / $1.50bn ~20% ~26% ~31%

LBO CONCLUSION  Sponsor math supports the valuation anomaly, but WEX Bank deposits, regulatory capital, card-network consents and change-of-control rules make a real 
take-private substantially more complex than the spreadsheet.
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5  CEO and Capital Allocation
Melissa Smith knows the operating system intimately; the board reset changes the capital-allocation contract

CEO background and fit
Period Role Why it matters now

Pre-1997 Ernst & Young Accounting foundation and financial controls

1997-2001 Joined WEX; increasing finance roles Deep institutional knowledge before the modern platform

2001-2011 CFO / EVP Finance and Operations Understands bank funding, credit and acquisition economics

2011-2013 President, Americas Direct ownership of the fleet franchise

2013-2014 President Enterprise operating responsibility

2014-present Chief Executive Officer Led diversification into benefits and corporate payments

2019-May 2026 Chair and CEO Combined role ended after activist settlement

2026 proxy and company biography. Smith joined WEX in 1997 and became CEO in January 2014. [4]

The fit is strong because WEX is a finance, software and regulated-credit system at once. Smith has led all three. The concern is not domain competence; it is 
whether past acquisitions, complex adjustments and debt-funded buybacks reflected sufficient return discipline. The independent chair and refreshed board 
create a real check without discarding operating knowledge.

Ownership and incentives
Item Evidence Judgment

Beneficial ownership 369,443 shares / ~1.1% Meaningful alignment, including options and family trusts

2025 annual incentive 92.3% of target Revenue and adjusted operating income missed full target

2026 CEO LTI 100% performance-based Strong design in principle

TSR weighting 67.5% of CEO LTIP Direct response to shareholder return concerns

Board structure Independent chair from May 2026 Material governance improvement after contest

2026 proxy and activist settlement. Incentive metrics are company-adjusted and should be reconciled to cash results. [4][5]

Capital-allocation audit
Action Capital deployed / recovered Value-creation test Assessment

2025 repurchases $790m / ~13% share reduction FCF/share accretion vs. added leverage Accretive price; debt funding raises risk

2025 debt issuance $550m 6.5% notes + $450m term loan Cost of debt vs. repurchase yield Positive spread, but narrows flexibility

2026 repurchases $60m Q2 + $33m through July 20 Buy below conservative value Sensible pace while leverage falls

New authorization $1.0bn Per-share value, not utilization target Powerful optionality under refreshed board

M&A legacy EFS, eNett/Optal, Ascensus, Payzer Organic growth and ROIC net of add-backs Strategic diversification; mixed proof

Allocation order that would increase conviction
1. Keep consolidated leverage below 3x and target <2.5x before completing the full authorization.
2. Repurchase only below conservative base value; disclose average price, FCF/share accretion and debt used.
3. Prioritize Benefits and embedded-payment organic growth over another platform acquisition.
4. Reconcile adjusted FCF to cash available after bank capital, software investment, SBC and receivable funding.

MANAGEMENT JUDGMENT - 3.5 / 5.0  Smith's domain knowledge and record are real. The deduction reflects the governance battle and capital-allocation history; the refreshed 
board creates a credible path to a higher score.
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6  Risks and Disconfirming Evidence
The investment fails if per-share accretion masks weak organic economics or if bank funding turns from moat to constraint

Risk Why it matters Early warning / thesis killer Response

Mobility stagnation Largest segment and key network moat Payment transactions flat/down for four normal quarters Lower EPS CAGR and exit multiple

Fuel / spread reversal Q2 growth included fuel tailwinds Revenue misses despite stable volumes Separate price from structural growth

Credit losses / fraud WEX extends short-term credit Loss rates exceed cycle norms or underwriting loosens Reduce size; stress liquidity

Bank funding / rates Deposits and HSA cash fund assets Deposit outflows, margin compression or capital pressure Treat as financial, not software

Benefits slowdown Core diversification engine Account growth <2% and HSA cash stagnates Cut base growth and hidden value

Corporate Payments High-margin but cyclical Volume growth without revenue / take-rate growth Re-underwrite partner economics

Capital allocation $1bn authorization is large Leverage rises above 3.25x for buybacks Stop adds; demand debt reduction

Governance distraction Proxy fight was unusually hostile Board turnover or strategy reversal Cap at starter size

Adjusted metrics GAAP / adjusted gap is wide FCF/share lags adjusted EPS for 2 years Value on cash after SBC and bank 
needs

Pre-mortem: it is 2031 and the investment failed
WEX retired shares but organic revenue never escaped low single digits. Mobility lost relevance as open-loop and EV workflows fragmented the closed-loop 
network; Corporate Payments remained travel-sensitive and Benefits account growth slowed. HSA funding costs rose while credit losses normalized upward. 
Management used debt to complete the buyback authorization, so per-share EPS improved before cash and covenant headroom did. The market kept the stock at 
8x adjusted earnings, correctly recognizing a leveraged, slow-growth financial platform.

Disconfirming evidence hierarchy
A volatile fuel quarter is not disconfirming. A delayed repurchase is not disconfirming if valuation rises. The strongest evidence is stagnant normalized 
transactions, Benefits account growth below 2%, adjusted FCF/share failing to grow after buybacks, or leverage rising to fund repurchases while organic growth 
weakens.

SINGLE MOST IMPORTANT UNKNOWN  How much normalized organic revenue and FCF/share growth remains after removing fuel price/spread, interest-rate and share-count 
effects?

TWO-QUARTER DASHBOARD  Organic revenue ex-fuel | Mobility transactions | Benefits accounts / HSA cash | CP purchase volume | credit losses | adjusted FCF/share | 
leverage | buyback price
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7  Portfolio Decision and Research Plan
The holding period is always 5-8 years; sizing reflects a wide valuation gap and real balance-sheet complexity

Conviction Score Reason

Analytical 4 / 5 Cash yield and per-share mechanism are compelling; normalized organic growth is uncertain

Portfolio 3 / 5 Distinct exposure, but payments, credit and bank funding can correlate in stress

Temporal 4 / 5 Five years allows board reset, leverage decline and buybacks to compound

Position-size recommendation
Initiate a 2% starter at or below $195. Increase toward 3.5% only after normalized organic revenue exceeds 4%, leverage moves below 2.5x and adjusted 
FCF/share grows after buybacks. A 5% position requires evidence that Benefits and embedded payments—not fuel and share shrink alone—can sustain the base 
case.

Action Price / evidence rule Rationale

Buy starter ≤$195 with covenant / FCF thesis intact Valuation compensates for complexity

Add ≤$170 price-driven, or <2.5x leverage + >4% organic Require margin of safety or proof

Hold $195-$300 while FCF/share compounds Allow governance and allocation reset to work

Trim >$400 without >$33 normalized EPS Upside becomes multiple-dependent

Exit Leverage >3.25x for buybacks; or FCF/share stalls two years Hidden nugget becomes financial engineering

Next research steps
 Rebuild organic revenue excluding fuel price, fuel spread, rates, FX, acquisitions and share-count effects by segment.
 Reconcile adjusted FCF to cash available after SBC, capitalized software, bank capital, HSA funding and receivable growth.
 Obtain current S&P, Moody's and Fitch issuer / instrument ratings and model secured, unsecured and bank-funding refinancing costs.
 Track every repurchase against average price, authorization remaining, leverage and base-case intrinsic value per share.
 Interview fleet, benefits and embedded-payment customers on switching, data value and competitive win/loss rates.

FINAL DECISION  BUY A STARTER POSITION / MODERATE-HIGH UPSIDE. Business quality is 4.0/5.0; hidden nugget is 4.5/5.0. The path to a full position is organic FCF/share 
growth with falling leverage—not completion of the repurchase authorization.

Source notes
[1] WEX Q2 2026 financial results and guidance
[2] WEX 2025 Form 10-K
[3] WEX Q1 2026 Form 10-Q; debt and covenants
[4] WEX 2026 definitive proxy statement
[5] Reuters: WEX / Impactive board settlement (May 4, 2026)
[6] WEX $1bn share-repurchase authorization (May 14, 2026)
[7] StockAnalysis WEX market quote
[8] FullRatio WEX annual prices and GAAP P/E history
[9] WEX company releases: adjusted EPS history, 2016-2025
Framework source: Chapter 4 and Appendix E of Investing Book July 34(1). Facts are drawn primarily from company and SEC materials. Valuation, probabilities, operating bridges, LBO returns and position sizing are  
analyst estimates, not company guidance. The LBO analysis excludes ordinary WEX Bank deposit and receivable funding from operating EV.

https://www.businesswire.com/news/home/20260406765136/en/WEX-Files-Definitive-Proxy-Materials-and-Mails-Letter-to-Shareholders
https://fullratio.com/stocks/nyse-wex/pe-ratio
https://stockanalysis.com/stocks/wex/
https://ir.wexinc.com/news/news-details/2026/WEX-Announces-1-Billion-Share-Repurchase-Program/default.aspx
https://www.reuters.com/legal/transactional/wex-board-deal-ends-bitter-proxy-battle-with-activist-impactive-2026-05-04/
https://www.sec.gov/Archives/edgar/data/1309108/000121390026040033/ea0282484-06.htm
https://www.sec.gov/Archives/edgar/data/1309108/000130910826000017/wex-20260331.htm
https://www.sec.gov/Archives/edgar/data/1309108/000130910826000010/wex-20251231.htm
https://ir.wexinc.com/news/news-details/2026/WEX-Inc--Reports-Second-Quarter-2026-Financial-Results/default.aspx
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Important Disclosures
Regulatory status. First Principles Global Capital, LLC ("First Principles") is not registered with the U.S. Securities and Exchange Commission as an 
investment adviser. First Principles has filed reports with the SEC as an exempt reporting adviser. Exempt reporting status does not imply approval, 
endorsement or review by the SEC or any other regulator.

Purpose; no offer. This material is general market commentary provided solely for informational and educational purposes. It does not constitute an 
offer to sell or a solicitation of an offer to purchase any security, investment product or interest in a private fund. It does not describe the terms of any 
First Principles investment vehicle, and First Principles does not accept investment subscriptions through its website. Public availability of this 
commentary is not intended to constitute general solicitation or general advertising for any First Principles fund. Any offering would be made only 
through definitive private-placement and subscription documents, only to eligible investors, and only in compliance with applicable law.

No individualized advice. Nothing in this material constitutes individualized investment, legal, tax or accounting advice. The material does not consider 
any person's investment objectives, financial circumstances, risk tolerance or liquidity needs. Receipt of this material does not create an advisory, 
fiduciary, client or other professional relationship with First Principles.

Opinions and security references. The views expressed are those of First Principles as of the date shown and are subject to change without notice. They 
may differ from views reflected in an account or investment vehicle managed by First Principles. References to securities, companies, sectors or asset 
classes do not constitute recommendations and should not be interpreted as indications of current or future portfolio holdings or trading activity.

Forecasts and scenarios. The return forecasts, valuation assumptions and bull, base and bear scenarios are hypothetical, forward-looking estimates. They 
are not actual results achieved by First Principles or any investment vehicle and should not be interpreted as promises, targets or probability-weighted 
outcomes. The estimates depend materially on assumptions regarding valuation, earnings growth, inflation, interest rates, distributions and mean 
reversion. Actual outcomes may differ materially. Unless expressly stated otherwise, projected returns do not reflect management fees, performance 
allocations, fund expenses, transaction costs or taxes.

Historical data and investment risk. Historical results do not guarantee future results. Index results are unmanaged, include reinvested dividends where 
indicated, do not reflect investment-management fees or expenses and are not directly investable. Treasury yields assume the relevant securities are 
held to maturity; market values may fluctuate before maturity. Cash and money-market yields are not fixed and may decline. All investments involve risk, 
including possible loss of principal.

Sources and limitations. Information has been obtained from sources believed to be reliable, but First Principles makes no representation or warranty 
concerning its accuracy, completeness or timeliness. Estimates, forecasts and third-party data may be revised without notice.

Potential conflicts. First Principles and its personnel may own, purchase or sell securities or instruments discussed in this material, potentially without 
further notice. Readers should consult their own professional advisers before making any financial or investment decision.

Jurisdiction. This material is not directed to any person in a jurisdiction where its distribution or use would be unlawful or would subject First Principles 
to an additional registration or licensing requirement.
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