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1 Fight for share and margin for PSPs - Processing margins in decline, value added services will define winners

2  Crypto/DeFl goes mainstream - Corporates start adopt Crypto & Defi, paving the way for global adoption

3 Sustainable investment apps for consumers find scale — Consumer cash surplus and interest at all time high

4 Buy Now Pay Later replaces credit cards in 3 to 5 years and fight for share gets real

9 Embedded Insurance on a roll - One of the super apps in Europe will crack an embedded insurance product

6 Back to basic Artificial Intelligence - Al took a big hit last year, it's time to re-focus on basic Al and keep it simple

7 The ‘home-journey’ redefined - Proptech will start covering the transaction chain front to end

8 Al enabled debt collection software - fastest growing use case in Financial services

9  End 2 End KYC and Identity management is the name of the game — simple ID checks will get left behind

10 Payroll rails the next big thing - The open banking war is over with payroll rails becoming the next infrastructure play

11 BaaS M&A - A big bank, payments or software vendor will buy BaaS company focused on payments to enter the vertical




Fight for share and margir.1 for PSPs- Processing margins‘in

decline, value added services will define winners.
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Margins contract driven by competition and
commoditization of acquiring services on the PSPs side
and the need for efficiency of e-commerce businesses.

Source: EY & McKinsey

Deconstruction of revenue growth, merchant services, US market example! . Value-added services
$ billion (including hardware)

. Core processing

Share of growth

coming from SMEs? 27% 0% 72% 98% 76%
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26%
74% %
Core processing revenues are declining...
Revenues, From From price From new From new Revenues,
2017 volume growth changes* VAS sales merchants 2019
of existing
merchants?®

Source: McKinsey

Value-added services (VAS) revenues captured by merchant services providers, . Large
by type of service and business size, 2019
$ million . Small and medium size

~70% of all VAS
Merchant size: Mostly large
Growth rate: 8—10% per year

~30% of all VAS
Merchant size: Mostly small and medium

Growth rate: 40-45% per year 1771 18,975

Gross margins: 40-60% Gross margins: 50-70% 7))
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Data Fraud Enhanced Financing Marketing Software, Loyalty Payroll, Tax, Customer  Other Total
analytics payments support cloud, and gift employee accounting, support
and design management and legal

. . Source: McKinsey
Key growth areas as core processing margins get Sle| ueezed...

Merchant SME
BNPL Cash Accounting Fraud
Advance Software

Particularly important for SME focused PSPs where its a low-volume game



https://www.mckinsey.com/~/media/mckinsey/industries/financial%20services/our%20insights/accelerating%20winds%20of%20change%20in%20global%20payments/chapter-2-merchant-acquiring-the-rise-of-merchant-services.pdf
https://www.mckinsey.com/~/media/mckinsey/industries/financial%20services/our%20insights/accelerating%20winds%20of%20change%20in%20global%20payments/chapter-2-merchant-acquiring-the-rise-of-merchant-services.pdf

Crypto/DeFIl goes mainstream — paving the way for

global adoption " ' FINCH ) CAPITAL

CVCs and corporates increasingly participate in Corporate approval for crypto & deFl and losing interest in
FinTech deals in Europe mortgage and lending

[ Round without corporate participation [Jl]l Round with corporate participation

100%

# of rounds where 2021 Expected % YoY change
corporates participated YTD '20 vs '21 Est.
26 42 36 45

75% Payments

Financial management

solutions 30 50 45 39
50%
Wealth management 33 44 32 38
5% Insurance 31 31 33 40
Mortgage & Lending 20 35 25 14
0%
2018 2019 2020 2021 YTD Banking 35 40 34 44
Over 20% of all CVC/corporate rounds was in ,
FinTech in 2020, 3% more when compared to Crypto & Defi 13 14 20 36
broader venture landscape in Europe
P P Regtech 2 1 0 2
total 190 257 225 258



Billions

Sustainable investment apps for consumers find scale - Consumer cash

surplus and interest at all time high

Record European sustainable fund flows Household gross savings rate at all time high.

Active M Passive

Source: Morningstar

Sustainable fund flows grew
significantly over the past 2 years and
are expected to triple in the next
decade. Adoption by
funds/corporates will drive consumer
behaviour
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mmEuro area =mEU

Household savings have peaked,
opening doors for sustainable
investment apps to get a share of the
consumer's disposable income

Source: Eurostat

85%

% 75% 36%
I I 49%
2015 2017 2019

M Very Interested M Somewhat Interested

Source: World economic forum

Although hard to quantify, the urge of
the current generation to invest in
sustainable investment targets has

increased




Buy now pay later replaces credit cards —in 3to0 5 years the fight

for market share will get real

Younger generation is fueling BNPL

US Buy Now, Pay Later (BNPL) User Penetration,
by generation, 2018 - 2025

% of digital buyers in each group

47.4%

46.5% 47.3%

14.8%

4% 2.9%
70" 01%  1.0% .
T L T T 1 T T T
2018 2019 2020 2021 2022 2023 2024 2025
N GenZ B Millennials W Gen X M Baby boomers

Source: eMarketer
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Concern on exposure to debt is right, but it is the best alternative

Interest rate
Late fees

Repayment schedule

Good to know

e The No.l reason BYPL is used
is to avoid expensive credit
card fees

There are some real concerns
about debt exposure for
young people, but most
BNPL firms limit exposure
and don't harm credit

Klarna Zip Afterpay Credit card
0% 0% 0% 25-40%
$0 $6/month $10/payment |$50+
3 months Min. $40 6 weeks Up to 2 years
Credit limit of
$1500 and
Passed on to can have Unflexible
X Max fee of
debt collection |some 25% or $68 payment
agency flexibility in terms
terms of
schedule

Consolidation is happening which
is best for the consumer

affirm) E 'cfterpayAV'
paybright: (& Square;




Embedded insurance on a roll - One of the super apps in

Europe will crack an embedded insurance product

»
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Embedded insurance on the back of an engaging
Money Management app has big potential

[ Products

Money management app Home

Travel

Remittance

Life

\ E-commerce web/mobile Motor

Estate agents Health

Distribution layer

SMB P&C

, Telehealth apps

Pet

B2B financial software Warranty

A A

[ Insurance API layer powered by capacity ]

Insurance will see the fastest growth in the embedded
finance market

Generated revenues, billions

$140.8

Insurance API
ecosystem needs to
develop further to
meet this growth
which is higher
margin (premiums
underwritten) than
payments (GMV)

Already proven
business
model with
plenty of APls
in ecosystem

Wealth Consumer lending Insurance Payments
management
W 2020 2025

Source: Lightyear Capital, 2020
1022948649636 Insiderintelligence.com




Back to Basic Artificial Intelligencfe --Al took a big hit last year, it’s time

to re-focus on basic Al and keep it simple ' '

Al deals fell dramatically as companies found it Potential annual value of Al and analytics in global

harder to prove value and integrations slowed

banking ($ billion). Startups need to keep it simple

Funding amount (SM) Deal Count Total potonitsl avnusl valss, $bilion
£2,500 m 180 '

160 1,022.4 (15.4% of sales)
£2.000 140 Traditional Al — Advanced Al

and analytics 3615
107 120 6609 1.

£1,500

100
£1,000 % % of value driven by advanced Al, by function

60 100

£500 40 Finance and IT: 80  Other operations: $2.4 B
20 ) o
ﬂ ___________ 0.0 8.0 00 24
£0 e PP
2016 2017 2018 2019 2020 2021 YTD o - S~
, > HR: 142 ™
Source: CB Insights [ Ts—'?',
N Eﬂarketing and sales: 624.8 Risk: 372.9 ’ ‘/ S
S I _”
o - 3538 26U 2886 843  __--
e

Source: McKinsey

. e Al and big data startups have seen a 30% decline
E in revenue since the pandemic according to
} Statista
e Most Al deals require implementation/delivery

, ' Most of the value is in traditional Al and analytics and does
i which was delayed during the pandemic

. not focus on very niche finance functions

e Altime tovalueisalsoin question




Proptech 2.0:
Supply & Mortgage
Advice

2018 - 2021

Proptech 1.0:
Ancillary Services

The ‘home-journey’ redefined - Proptechs will start covering the
transaction chain front to end

Proptech 3.0:
The age of the
‘Home journey’

company

S
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No
alternative
to Better in

. - Europe
P 4
0 o ODPlatRair us.

2 Zillow Zoopla botter 2

Rent
$ GO goodord ) plentific

H A B I T 0 "Y!\ Ikbenfrits.nl N Property

Online hypotheken ge C\\\Wox Management
3‘. casavl Re-Leased

All aspects (except for supply) of
buying, renting and managing real
estate will become integrated in
single platforms. Focused ancillary
products which have found PMF can
build broader offerings.

| | | |
idealista BAUFi24
| I—

A

Focused product offering on part of
value chain: deposits, AVMs,
insurance, conveyancing, lending
products (bullet loans, mortgages)

The source of Supply shifted from off-
to online and advice has become
mainly digital




Products

Al enabled debt collection software - fastest growing use case in

financial services

-
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Evolution of Al customer service software

-

Data » I » End to end
. Response |
collection I Mmanagement

: Y,
1
1
Chatbots :
:

Task : CRM

management

Issue Volume

FTE :Volume

_________________

8 2% Y= S &

Agent Agent + Phone Agent + PC Agent + Ai

A 4

Tech Evolution

——— -

A combination of

increase in delinquencies

and few employees will
force debt collection
agencies to invest in
software

1 1
. Solutions that E
i together with !
E the agent enable |
' shorter timeto
i resolution !
- ;

Collection industry is still low tech

Technology used (% of respondents)

80%

60
40
20
(0]
Manual skip Toll-free number  Predictive dialer Interactive voice Speech analytics
tracing (searching response
databases to find
borrwer

information,
) Source: Bloomberg

Number of debt collection employees, 2011 to 2020

142,377

(
138,397 137,879
136,127 O —

‘\ 133,355 137,073
C \~C

124,586 124,212

201 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: IBISWorld




End 2 End KYC and identit)} management is the name of the game -

Simple ID checks will get left behind

The need to continuously monitoring changes as become
the clear concern for industry leaders

Achieving continuous KYC cost effectively is the challenge
but data harvesting is key in low risk accounts

Broader and deeper access to external
data on people and companies

-3%

+2%
I 3%

Q. Where do you think the biggest opportunities for improvement are in your field of
expertise? (choose 2) +/- indicate changes on 2020 survey results

Automation of data analysis/cleansing

Better synthesis of both
internal and external data

Automation for monitoring of changes

Better tools for customer data
gathering / communication

Better use of internal data sets

Other

Source: Arachnys survey, Oliver Wyman.

Onboarding costs for high risk clients:

$1,400 - $4,000

Average onboarding costs
$400 - $1,400

[0)}
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S Internal Public data

ey . .

© data including

< including blacklists,

3 transaction data
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red flag
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Auto Instant
alerts scanning
Multiple




Payroll rails the next big thi.ng — The open banking war is over

with payroll rails becoming the next infrastructure play FINCH [ CAPITAL
Open banking has become a commodity Payroll APl infrastructure
companies
A
4 N

United Kingdom

1
1
% | Aggregators
1
'l
1

al ready. que r Benefits ngpog?gco” Expenses Pensions
| the majority of

; banksin :
+  Europe API layer

Portugal

Czech Republic

Italy

Germany

Payouts Onboard

Netherlands

e Benefiting the consumer: Payroll APIs will allow financial product providers better insight into a consumer
enabling actionable results rather than just monitoring (bank APIs). Imagine a lender reducing its interest rate
on the basis of “writing” its deduction into the payroll and thereby almost eliminating non-payment

e Software silos under threat: SMEs will want software solutions to to engage in payroll processing. But other
platforms that are already imbedded into SMEs will be able to offer this service through payroll APIs thereby
eliminating the need to have payroll processing only software




BaaS M&A — A big bank, payment's or software vendor will buy a

BaaS company focused on payments to enter the vertical

Cost to acquire customers not sustainable for RoE B2B APIs are priorities for most banks

$200 2 .
Credit as a service

Retail & business banking
as a service

% of survey respondents that reported areas for innovation for investment

$100

: Distributed ledger  APIs for trade Identity Turn-key IT Distributed ledger

\ cash management+  technology for finance management platforms technology for
""""" trade finance for ecosystems cash management

Legacy technology
Next gen Baa$S

Source: McKinsey

e Strong emergence of B2B payment modules via API
for transaction banking eg: Rapyd, Libeo

} e Banks are missing out on lucrative high volume

market due to cost inefficiencies/user experience as a

result of their legacy infrastructure

P e e e e e e e e e e e e e e e e e e i e T T N

volume with an estimated $2-10 trillion in
E payment revenue

'} e Over $120 trillion in global B2B payments

T

____________________________________________________
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