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A word to the Wise

Wise is one of our top holdings. Its shares fell c.10% yesterday on fears it is being investigated

for failing to comply with money laundering regulation. Whilst we don’t give a running
commentary on our holdings, yesterday’s market fears we thought were interesting and revealing.

Is a financial/payment institution vulnerable to misuse by bad actors/money laundering?
Absolutely. The best managers that oversee such businesses know this and realise the crucial role
that “trust’ plays in the business of money. As such compliance must be strict and oversight well-
enforced, not just lip service. Any suggestion to the contrary can result in investors becoming
nervous, so share price falls are understandable when new stories surface. Notable we thought in
the Wise RNS statement yesterday was the following text:

“Around one third of Wise’s global team is dedicated to protecting our customers from
financial crime.”

We knew this fact before today and think the company right to again bring it to investors’
attention. Compliance, money laundering and fraud are the under-reported moat around the best
financial service businesses. In that context we think not only is Wise extremely well placed, but
its ongoing adherence with so many global regulatory licences (80 and counting) in fact widens
its moat.

Wise vs Facebook of old
Below is an extract from a 2021 research piece of ours on Facebook (now Meta). We hope readers
will see the parallel:

This issue raised further the important debate about safety online and the use of a huge
amount company resources and systems like Al to manage the various Facebook social
networks to make them safer. Across 150 languages the cost of such compliance is now
enormous with Facebook claiming it was employing 20,000 people and spending c.85bn
on the process in 2021 alone. Whether from politicians or activists the question constantly
being asked is, “yes, but is that still enough?” In truth it is for regulators to answer this
question, not for us as investors.

What we think investors should be doing however is seeing the other side of this coin.
They need to be considering that all this investment is creating a far stronger and
hopefully in time a far more trusted and safer network. It will also be a far more compliant
network, in many many more languages. If Facebook was a hard business to replicate
three years ago in terms of scale and reach, the new compliance requirements just made
its moat 10 feet wider.

This we think is an important point. Many in US politics and the media are rushing to
complain about the state of social networks today, but they are not considering what they
might look like tomorrow. If regulators one day required greater compliance by social

networks, which companies will best be able to comply? Source: Holland Advisors:
Facebook/Meta — Owner Manager Inc., Nov21
1



https://hollandadvisors.co.uk/2021/11/13/nov-2021-facebook-owner-manager-inc/
https://hollandadvisors.co.uk/2021/11/13/nov-2021-facebook-owner-manager-inc/
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Wise words from a Wise man
Some of the powerful financial networks of the future will be online businesses who today are far
smaller than incumbent banks. Those that win will have great entrepreneurs leading them and

powerful low-cost digital empowered business models. However, such companies will not get a
second chance if they lose the trust of consumers or regulators. We have heard Wise talk about
this fact time and again and know (and can see) how seriously they take this responsibility. See
links below.

The analogy with Facebook we think can be taken further. When we were writing about Facebook
in 2021, other investors saw two threats to the business. One was new competitor networks
emerging and the second was the huge regulatory compliance burden. We saw the second (if
handled correctly) as a reason why competitors would find entering this space far harder than say
c.10 years before.

With much investor discussion lately on how easily stablecoins can make money transfers quicker
and easier, far too little attention has been paid to the importance role of policing fraud and money
laundering. Regulation and compliance is very very hard to do, real time, every day in 40
currencies. This moat might be unsexy, but its huge. Thankfully, some in the industry see clearly
that the future will require a balance between low friction, low cost, instant money transfers and
‘being regulatory compliant and legitimate from a financial crime perspective’. In case you
wonder who said that and when, see below!

“Stablecoins are becoming a more visible part of the payments ecosystem and could be
an exciting development in how money moves globally. At Wise, we have spent more than
a decade building the infrastructure that delivers what many see as the promise of
stablecoins: instant, low-cost and reliable cross-border payments. New technology will
not only need to improve upon the speed and cost of our cross-border transfers, but it
will also need to do so in a safe way — being regulatory compliant and legitimate from a
financial crime perspective.” Kristo Kaarmann, Wise Plc, interim results, September 2025

Today Wise is in Mr Market’s cross hairs, but we think it will be a long-term beneficiary of the
rightly required high level of compliance of global money networks.

Preventing and combating financial crime at Wise - Wise Link to Wise RNS
With best wishes to all
Andrew andrew@hollandadvisors.co.uk

The Directors and employees of Holland Advisors may have a beneficial interest in some of the companies mentioned in this report
via holdings in a fund that they also act as managers to.

Contact: Holland Advisors London Limited Tel: (0)1483 449363
The Granary, Hone’s Business Park, 1 Mob: (0)7775 826863
Waverley Lane, Farnham, Surrey, GU9 8BB www.hollandadvisors.co.uk



https://wise.com/gb/blog/preventing-and-combating-financial-crime-at-wise
https://owners.wise.com/news-releases/news-release-details/wise-europe
mailto:andrew@hollandadvisors.co.uk
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Disclaimer

This document does not consist of investment research as it has not been prepared in accordance with UK legal
requirements designed to promote the independence of investment research. Therefore even if it contains a research
recommendation it should be treated as a marketing communication and as such will be fair, clear and not misleading
in line with Financial Conduct Authority rules. Holland Advisors is authorised and regulated by the Financial Conduct
Authority. This presentation is intended for institutional investors and high net worth experienced investors who
understand the risks involved with the investment being promoted within this document. This communication should
not be distributed to anyone other than the intended recipients and should not be relied upon by retail clients (as defined
by Financial Conduct Authority). This communication is being supplied to you solely for your information and may
not be reproduced, re-distributed or passed to any other person or published in whole or in part for any purpose. This
communication is provided for information purposes only and should not be regarded as an offer or solicitation to buy
or sell any security or other financial instrument. Any opinions cited in this communication are subject to change
without notice. This communication is not a personal recommendation to you. Holland Advisors takes all reasonable
care to ensure that the information is accurate and complete; however no warranty, representation, or undertaking is
given that it is free from inaccuracies or omissions. This communication is based on and contains current public
information, data, opinions, estimates and projections obtained from sources we believe to be reliable. Past performance
is not necessarily a guide to future performance. The content of this communication may have been disclosed to the
issuer(s) prior to dissemination in order to verify its factual accuracy. Investments in general involve some degree of
risk therefore Prospective Investors should be aware that the value of any investment may rise and fall and you may
get back less than you invested. Value and income may be adversely affected by exchange rates, interest rates and other
factors. The investment discussed in this communication may not be eligible for sale in some states or countries and
may not be suitable for all investors. If you are unsure about the suitability of this investment given your financial
objectives, resources and risk appetite, please contact your financial advisor before taking any further action. This
document is for informational purposes only and should not be regarded as an offer or solicitation to buy the securities
or other instruments mentioned in it. Holland Advisors and/or its officers, directors and employees may have or take
positions in securities or derivatives mentioned in this document (or in any related investment) and may from time to
time dispose of any such securities (or instrument). Holland Advisors manage conflicts of interest in regard to this
communication internally via their compliance procedures.



