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=8 2024: The Age of the Fintech Hyperscaler.

We’'re so back. The vibe shift is noticeable. The companies that survived winter are moving into new
geographies and cross-selling. We're at the dawn of the Fintech hyperscaler, with Nubank over 100m
customers, Klarna at 85m and Revolut snapping at their heels at 50m.

The infrastructure is shifting. Stripe and Adyen are snapping at the heels of Chase. The Neobanks are
rebundling finance and new payments rails are showing signs they could challenge the card networks.
The incumbents had a great year, but never had more capable, scaled challengers, now powered by Al.
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We're in the age of the Fintech Hyperscaler. Companies who
can be bigger than traditional vendor classes in finance.

stripe Revolut NuU Klarna.

$1 Trillion
Processed in 2023

35m

customers

35%
TPV CAGR

2.5m
Txns per day

Last valuation: $70B Last valuation: $40B Mkt Cap: $57B Est valuation: $20B

Source: Accel, Nubank @
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"Fintech is back” is now a consensus as public stocks recover

D . . . The TWIF Index The TWIF Index is a price-weighted

> -!-Ol;ujl f\“’yteehe k'in Fintech Dec 29,23 - Nov 15,'24 index of 15 publicly-traded fintech
companies: Visa, Mastercard,

75% American Express, Block, PayPal,

Fiserv, FIS, Global Payments,
Adyen, Shopify, Nubank, Coinbase,
50% Robinhood, FICO and Experian.
Created by Jevgenijs Kazanins

25%

0%

-25%

S ~ S N . A~ T ~ S SN
F & & & & 5§ v & 4 $

— The TWIF Index = Nasdaq Composite = S&P 500 Ark Fintech Innovation @
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The Fintech IPO dam is ready to break with Klarna and Chime

the first ones out of the gate

With many of the leading companies only born in the last
decade and still private

Public Unicorns in Europe/Israel & North America

No. unicorns 33 188 221
Combined Value ($8n) 447 703 $1.2T
P PayPal W mLocx () shopify CABrex Revolut stripe
. Private Rosinood @ adyen @ checkout.com @
PLAID
Public
Accel  fintech

Semeas as

Source: Bloomberq, Accel

Technology

Fintech Company Chime Taps Morgan
Stanley to Handle IPO in 2025

Technology

Klarna’s Planned IPO Sets the Stage for
More Fintech Listings

Stripe, Revolut, Plaid ....
will probably take longer...



https://www.bloomberg.com/news/articles/2024-11-21/klarna-s-planned-ipo-sets-the-stage-for-more-fintech-listings

O1FINTECH TRENDS

Neobanks are as big as banks and in many cases bigger.

| NU Nu Holdings Ltd. Market Capitalization $56.53B -80.00B .
e Nubank > 100 million
| ITUB Ita Unibanco Holding S.A. Market Capitalization $50.77B +75.00B
customers, Most valuable bank
| BBDO Banco Bradesco S.A. Market Capitalization $20.90B +70.00B . . .
in Latin America
-65.00B
160.008 e Revolut > 50 million customers

R 38 markets
ITUB Mkt Cap
\ $ 50.77B

e Cash App reaches 57 million

+45.00B .
monthly active users.
+40.00B
/35.008 e Kazakhstan’'s Kaspi.kz lists on
W 0008 Nasdagq. Stock trades at $21
Mol W billion
$ 20.90B
+15.00B

022 2023 2024

@
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International expansion is now a key growth lever - typified by
Robinhood, Nubank, Chase, Affirm, Toast and others

e Robinhood expanding in

We seeahuge global opportunity...and today we’re announcing our plans to launch

Brokerage in Asia in 2025 EurOpe
. Yuy - )

“<v ¥, * 7 =

e Affirm launches in the UK, it’s
first market outside of North
America

e 40 million Revolut customers
are based outside its home
market in the UK..

e JPMorgan’s COO reaffirms the
plan to expand into Continental
Europe

Source: Robinhood Investor Day 2024 @



https://investors.robinhood.com/upcoming-events/events/event-details/2024/Robinhood-Investor-Day-2024-2024-Jy2w81uBO_/default.aspx

O1FINTECH TRENDS

The year of Gen Al in Finance - Everyone has a story, a few have
real value capture (mostly cost savings or selling cost take out).

e Klarna’'s chatbot “does the work of 700
Klarna Plans to ‘Shut Down SaaS agents”

Providers’ and Replace Them With

e BBVA has 2900 GPTs created by staff,
and can analyze credit data PDFs.

e Most Incumbents doing pilots and
being cautious. Every Fintech is

adopting at some level of
Chief executive of buy now, pay later group heralds benefits of the technology as it narrows . . .
quarterly loss SOph|St|Cat|On .

Klarna aims to halve workforce with Al-driven
gains

Source: Klarna, OpenAl



https://www.klarna.com/international/press/klarna-ai-assistant-handles-two-thirds-of-customer-service-chats-in-its-first-month/
https://openai.com/index/bbva/

O1FINTECH TRENDS

Payment companies are getting serious about Stablecoins

Crypto | Cryptocurrencies

Stripe Confirms Plans to Acquire
Stablecoin Platform Bridge

m Bridge helps businesses issue and accept stablecoins

m Stripe agreed to pay $11 billion for the crypto startup °® Paypal enables bUSineSS accounts to
0 X in M o ff send, receive and hold
cryptocurrencies.

e Stripe acquires a stablecoin startup
Bridge for $1.1 billion

e Visa launches Visa Tokenized Asset
Platform to help banks issue
stablecoins

e Mastercard helps Metamask launch a
debit card that connects directly to
self-custodial wallets

Source: Bloomberg


https://www.bloomberg.com/news/articles/2024-10-21/stripe-confirms-plans-to-acquire-stablecoin-platform-bridge

O1FINTECH TRENDS

Embedded finance is still the single fastest growing net new
opportunity in finance- forecast to hit $320bn revenue by 2030

Payments, lending, and
insurance—products that are
particularly easily embedded—
will lead the way

BNPL, POS lending,
$1 20 B and insurance have

already seen strong
Consumer adoption

ERPs and B2B
$SOB platforms increasingly
Enterprise embed payments,
lending, and trade
Vertical and horizontal
ISVs serve unmet
demand in payments
and lending

Source: BCG
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2024 the Wallet Wars began in the west. Unlocked by Apple
opening NFC, Flex Credential and Open Finance

Wallets and card aggregation Fintech Apps, Banks and Neobanks

Google
\ poze% PayPar /

Authentication

Klarna. ot hop

@ PLAID
VISA

Commerce and checkout Payments and Open Finance infra

aﬁ"m
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Disruption in last 10 years has unbundled simpler lower
revenue and margin products. Not a major disruption.

Asset Mgr Recent dynamic

FI's e Digital only banks

e Spend management

Corporate
e p _______________________________ e Treasury

management

Revenue per customer

Fintech e Mobile brokerage
disruption |

Wealth

Retail

Payments

Size of customer assets
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Now wallets are rebundling finance, Neobanks are attacking
core customers as Al eats capital markets workﬂovvs

Revenue per customer

_____________________________________________________

Wealth

Payments

Fintech
disruption

Asset Mgr Al Attacks
, complex
FI's workflows
_ . Corporate Eg.
Wallets and open finance ,
rebundle financial services e ...  Eauities analysis

Private credit analysis
Complex KYB

Sanctions reviews

Size of customer assets
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02 GENAI x FINTECH

Department level disruption.
The application layer of Al is booming.

@eve’

VIZCOM
) numeric

*

CON™/EFRZAI

!: OfferFit
n Typeface

omni

inclay ® unify

© 2024 Menlo Ventures

Source: Menlo Ventures

Other

Legal

Design

Accounting/Finance

Human Resources

Marketing

Data Science

Sales

Generative Al Spend by Department

(with examples)

Do~
clean
o:o Sana

Product + Engineering

&8 AllHands
CURSOR
@harness

Customer Support

AISERA
& Pylon

@SIERRA

* Backed by Menlo Ventures



02 GENAI x FINTECH

The rise of Agents: Every bank employee will have an “Al Agent”
equivalent. Software replaces labor across the entire value chain.

Channel (Fe d lo ) .
— 8 Cognition FLOWX
Teclmology (engmeers)

[ Markettng (o(esign, campaigns, SEO, * [g Recraft
copywr?‘t‘mg)

\_

(" Credit (document collection/review, )—% Qrc* Cosco*

L underwriting, deal review)

(Compliance_ (KYe, KYB docs, TM alerts, =
L Sanctions alerts omah/st)

Finance (report generation, CONCOURSE A
( opportunity identification) —— 8 rogo NATAPHERA'

@ Greenlite P sardine”

[ Payments (invoice to payment

automation etc)

]——> Skyfire CollectWise

Disclaimer 3 applies: There’s always 100s missing and no company fits a category perfectly.
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Few incumbents have GenAl in production beyond the co-pilots
they get from Salesforce and Microsoft.

There are use cases in production, but they’re still by exception

For example:

Morgan Stanley BBVA

Uses Al evals to to give advisors
relevant summaries decisions and
insights for their clients.

Uses thousands of custom GPTs to help users with
better prompts, extract data from PDFs and
streamline credit underwriting.

Evals matter. To build powerful Al you need the ability to measure the performance of your model and
actions on some set of data. This is called model evaluation, or “evals”.

Source: OpenAl, Chaos Engineering
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Mind the performance gap: Co-pilot is the new Microsoft Clippy,
Agents most likely to fail in production due to “performance quality”

Does your company currently have Barriers to deploying agents by company size

agents in production?

N %
I -

Small
IU, 17.0%
I /5%
_ 43.7%
I '.0%
Mid-sized
i 1%

S -
N, :.7%
g

Enterprise

I o

0% 10% 20% 30% 40% 50%

Yes-51.1% No-48.9%

| Performance quality | Cost | Safetyconcerns | Latency

Source: Langchain ﬁ
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Making it work: Klarna has put in multiple years of hard work
that's now paying off (in PR vaiue alone)

Foundational data capabilities Department level efficiencies

KlarnaPlans to ‘Shut Down SaaS
Providers® and Replace Them With

Klarna aims to halve workforce with Al-driven
gains

Chief executive of buy now, pay later group heralds benefits of the technology as it narrows
quarterly loss

Most incumbents don’t have this So they’re a long way from this 4

.
S}
!

Source: FT, Inc, Klarna earnings, Chaos Engineering
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GenAl is finally disrupting capital markets which had been
largely untouched by the Fintech revolution

rusted by leading financial institutions
Capital markets analysts have

W Public Investment Bank W Top 5 Credit-Focused Hedge Fund B Top 5 Private Equity Firm

e Large unstructured data sets

(PDFs, emails, spreadsheets)
e Complex jargon
e Tons of data entry

benchmark revenue estimates for AAPL

GenAl is ideal for workflows like AT
private credit, equities, and
prOViding inSig hts @ SECFilings % Transcripts @ Real-timeweb [ Internal Files

|~ Market Data CJ Presentations il News & media ...more

Source: Rogo Al
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What happens when customers have their own Al agents and
they're adversarial to your business model? Take this example:

“Flight is booked to Antarctica for $300, using your travel rewards card.
You saved $20 in fees and got 100 points. You leave on Tuesday”

User

command
(Book a flight)

Enclave Find flight Pay

Booking

(Retrieve (Store in wallet)

credentials)

(Passport + PII to (Provide payment
book flight) credential)

Why would an agent select your card or account when supporting its client / device owner?
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How will Al Agents make payments or authenticate identities?

With Virtual Cards?
EEZEN [ ocan

| Pramp! = Tools submitled |

LLM determines which tool Lo call I

I Application calls tool with arguments I and with what arguments
wi

i Results submitted to LLM I

| Service responds :
to determine next step

The Stripe Agent toolkit turns LLM instructions
into a workflow that can be “called” by
frameworks like LangChain and Vercel.

Source: Stripe, Fintechblueprint, Virtuals Protocol

On chain with Stablecoins?

o O O
O OO
Retails and In:
buy SAgent token |SA s ‘/’:“W‘;l O iom a
J' S
. Initial Agent Offering
a '
$
o}
. +
Plug and Play Immutable
A1z AT AGENT Contribution
+ vault
-]
$
- s .

The Virtuals Protocol is a framework for IP

r

royalties payments for virtual influencers operating

on social platforms like TikTok
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The use of transformers for better data analysis is
still under explored (and early)

If you have 100m customers you can
probably do some interesting things with
transformers

FINTECH

: e Predict customer support queries /
Nubank acquires Al-for-banks responses?

startup Hyperplane

e Build a “talk with my money” agent that’s
secure with no data leaks?

e Turn borrower data into numerical patterns
Frederic Lardinols  7:00 AMPDT-June 26,2026 (embeddings) that reveal the direction and
strength of credit risk factors?

Source: Techcrunch
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Consultants are having a great time, but are ultimately
threatened by the shift from outsourcing to Al-sourcing.

Looks good: But not good:

Accenture doing $1bn of Al } Industry job losses from strategy
revenue quarterly through execution

Professional Services » The Telegraph

Accenture passes $2bll in Al McKinsey to lay off hun.dreds of staff
revenue as consultants rush for as consultancy work dries up

tech work Protassons Seccas 3

PwC UK partner pay falls 5%

With the consultancy sector under pressure, all eyes are on who
can cash in on one market that is booming

P Partners feel the squeeze from a tightening market
By Justin Cash { Follow

Staff augmentation companies like Genpact will be selling agent augmentation. It’s already
happening and this is arguably the biggest true disruption that could possible happen for incumbent
banks. They might not do GenAl, their providers of outsourcing will,
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The Synapse bankruptcy and very public court case have
caused huge consumer harm and reputation issues

FINANCE

Nearly $109 miillion in deposits held
for fintech Yotta’s customers vanished
in Synapse collapse, bank says

PUBLISHED FRI, JUN 21 2024-11:23 AM EDT | UPDATED FRI, JUN 21 2

FINANCE

@i ‘l have no money’: Thousands of
Americans see their savings vanish in
Synapse fintech crisis

PUBLISHED FRI, NOV 22 2024.10:00 AM EST | UPDATED FRI, NOV 22 2024.1:45 PM EST

Hugh Son siare £ X in N4
HHHHHHHH

Source: CNBC
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BaaS grew rapidly but not every bank's risk management could
keep up. Result? Regulatory consent orders for failures.

Axiom Y Y Y

Green Dot Y Y. Y Y

Thread Bank Y Y Y Y Y Y

Evolve Bank & Trust X Y Y Y Y Y Y Y Y Y Ve Y

Piermont Bank Y Y Y ) ¢ Y Y Y Y Y Y Y

Sutton Bank Y Y

Lineage Bank Y ¥ ¥ Y Y ¥ Y

Blue Ridge Bank, NA (2024) Y Y Y Y Y Y Y Y

Choice Financial Group Y Y

First Fed Bank Y Y ¥, Y

b2 Bank, NA ¢ Y Y Y Y Y Y

Vast Bank, NA Y Y Y Y Y Y Y

Metropolitan Comm. Bank Y Y Y

WEX Bank Y b Y Y

Cross River Bank Y Y Y Y: Y

Blue Ridge Bank, NA (2022) | Y Y Y Y Y Y
*Enforcement directed at holding company, not the bank CONFIDENTIAL O N;‘: r’('){i':f:“;;" O p':’c(;:’c‘:‘nf";:l 1

Source: Klaros Partners
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The enforcement actions in the US have stopped the flow of
young Fintech companies entering the market

# of bank enforcement actions # of Fintech companies launching
20 20 ‘
: ”I-;hl« B rending
W royments W ososts
15 0

2020 2021 2022 2023 2024 (To Date) w0

Count of Partners
8 8 ] g
o [l
=
]
|
|
11
=
=
n
oa [l
l—
—
| = |
oo [N
| I
I
[
I S
I
I 4 4
I 4
I
I

Source: Klaros Group I

oooooooooooooooooooooooooooooooooooo

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
\ Source: Kiarify, powered by Kiaros Group

Source: Klaros Partners “
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Regulatory scrutiny impacted new program launches,
hurting anyone in Baa$S, banking, or issuing.

A Max Levchin

) Founder, CEO & Chairman

| think regulatory scrutiny increasing is a thing you
experience if you're small and unknown to the regulators.
We've been big and getting much bigger quarter after
quarter. We're very familiar with all of our regulators. We
engage with them regularly. We have invested in compliance
appropriately. And the regulatory scrutiny on us is what it is,
and it will continue doing and frankly, we're proud to have
the engagement that we have.

Affirm Q12025 - 8 Nov, 2024

Margeta CEO says "regulatory
scrutiny translated into delays in
launching new programs”

In 2023, it took Margeta 150 days to
launch a new card program. In 2024,
it took “about 300 days”

Regulatory scrutiny impacts
primarily new companies, while
established players like Affirm
continue to scale their programs
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Partner banking remains a lucrative opportunity for smaller
banks crowded out by big consumer banks and Fintech.

The Bancarp ot
« pathward
31% YoY . 11% YoY
Revenue Q4 23 Exited consent orders, Revenue Q2 24
staffed up compliance,
26% RoE repeaing the rewards 22% RoE

41% C:l ratio 2.2% RoA

Source: Pathward, The Bancorp
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The banks not under consent order can be very picky about
enterprise customers, but not for long, the big banks are coming

Exiting the market Maintaining position Entering the market
-« ' ' 0
Consent orders De-risking Large balance sheets
Bankruptcy ! Scaling compliance ! Preparing for scale
Exiting sector Cautious Direct or semi-direct
Synapse Coastal 5/3 - Stripe
Railsr Celtic Column - Brex

Five Star bank Web Clearbank - Tide
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The election and recent RFIs have created a vibe shift, and
sponsor banks now feel like they can “re-open for business”

Baa$S banks accounted for 13.5% of severe enforcement actions issued Do you know your Third Pa rty?
to US banks in 2023 . . .
The practical work is being done.

=0 Actions against BaasS banks/Total actions (%)
4

e Enterprise Fintech companies are
2 maturing in compliance

0 e The partner banks are putting

governance in place
8

e State and Federal regulators now
understand novel activities much
“ better

2020 2021 2022 2023
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U.S. money center banks outperformed the S&P 500 index on
higher rates, economic strength and investment banking fees.

| JPM JPMorgan Chase & Co. 45.42% ++60.00%

1+55.00%
| BAC Bank of America Corporation 38.85% WEC
+51.02%

JPM
RV  +45.42%
+40.26%

BAC
i +38.85%

SPX

J2 +27.68%
~ S 0o

WFC Wells Fargo & Company 51.02%

| C Citigroup Inc. 40.26% SPX S&P 500 27.68%

++20.00%
++15.00%
++10.00%
++5.,00%

++0.00%

1-5.00%

i24 Apr Jul Oct

& koyfin

Deposit repricing is normalizing
Investment banking fees are back

Credit card loan balances
continue to rise, charge-off rates
are normalizing

Base rates still high

US Economy has been incredibly
strong
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Even European banks did well this year — (Yet they still lag the US)

NWG NatWest Group plc 88.65% — e Interest rates coming down,
+88.65% 1 1
BARC Barclays PLC 72.19% v % :‘:: . +80.00% grln?(lngf bolrrowers baCk to
i/ anks for loans

UCG UniCredit S.p.A. 59.62%

e UniCredit is attempting to take
over Germany’s Commerzbank

| EBS
+48.60%

o BARC
Nl +72.19%

EBS Erste Group Bank AG 48.60%

ps ]
| | .
L, ‘
\
[
| &
|
|/
A
- g
o N

CABK Calxabank; S:te4280% |, _. ) RER e Governments continue to sell
P A A £ ;o +4380% . .
i ) x A their stakes in banks from the
N Ll Fa000% GFC era.
VO b, i / : I'-.'_.'I.." | +20.00%
e JPMorgan plans to enter the
b European market after early
40.00% success with Chase UK
+=10.00%

124 Apr Jul Oct

@
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Deposits stopped leaving the banks as Fed started cutting rates

Quarterly Change in Domestic Deposits

All FDIC-Insured Institutions e Higher interest rates led to an
$ Billions unprecedented outflow of
1,400 deposits in 2022-203 to MMFs

1,200 - and treasuries
1,000 -
800 -
600 -
400 -
200 -
0
-200 -
-400 -
-600

e To counter higher rates paid on
deposits ate into the net interest
margins

e |n 2024, the Federal Reserve
started cutting rates and deposit
outflows and pricing started
normalizing

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
Source: FDIC.

Source: FDIC



https://www.fdic.gov/system/files/2024-09/fdic-v18n3-2q2024.pdf

04 BANKS

JPMorgan Chase bets on branches and international expansion to
attract deposits. Will others follow?

Q?gglfg?rggzggj e The number of branches in the

5,500 U.S. continues to decline,

e JPMorgan Chase made a
commitment to open 500 new
branches by 2027, as the means
to secure new deposits

5,000

4,500

® JPMorgan
® Wells Fargo
® Bank of America

st e Bank of America and Wells

® US. Bank Fargo were the top “net
closers” of branches according
to S&P

4,000

3,500

3,000

2,500

2,000
e PNC followed and announced

the plan to open 200 branches

1,500



https://www.businesswire.com/news/home/20240206148968/en/Chase-Makes-Multi-Billion-Dollar-Investment-in-its-Branch-Network
https://www.businesswire.com/news/home/20240206148968/en/Chase-Makes-Multi-Billion-Dollar-Investment-in-its-Branch-Network
https://www.spglobal.com/marketintelligence/en/news-insights/blog/banking-essentials-newsletter-september-18th-edition
https://www.spglobal.com/marketintelligence/en/news-insights/blog/banking-essentials-newsletter-september-18th-edition
https://pnc.mediaroom.com/2024-11-08-PNC-Bank-to-Double-Planned-Branch-Openings-to-More-Than-200-Across-Six-States

04 BANKS

Investment banking fees are coming back,
but still far awav from 2021 levels

4,000

3,000

2,000

1,000

Investment Banking Fees
S million, Q1 2021 - Q3 2024

= JPMorgan
= Goldman Sachs
= Morgan Stanley

== Bank of America

Rising investment banking
activity boost to major banks, in
advisory & debt underwriting

IPOs are still rare, and
investment banking fees are far
away from their 2021 levels

A wave of IPOs is anticipated in
2025-26 as private companies
renew their plans to go public

Expected IPO include Fintech
companies: Klarna, Chime,
Plaid, Stripe



04 BANKS

If you can't beat them join them: Banks getting in on the private credit

game. But is it already too hot?

Private credit continues to diversify into a broader array of assets.

US lending balance in 2023," $ trillion M 2ank M Nonbank

Held in Directly held on bank and
managed nonbank balance sheets
fund
vehicles

46 03

15
34

10.8
Managed Commercial Commercial  Infrastructure  Consumer Securitized  Addressable  Publicly traded
private credit and corporate real estate finance® procucts market for  investment-grade
assets finance private credit  and high-yield
corporate honds
Includes aircralt and railear leasing, agu tandar & fir
ics aut B A 5, ANC
e Fre t 1 kil say
McKinsey & Company

Source: McKinsey & Company

Citi partners with Apollo to
create a “$25 billion private credit,
direct lending program”.

Goldman Sachs raises $21
billion for its direct-lending fund

JPMorgan sets aside $10
billion for private credit deals,
partners with direct lenders

Societe Generale partnered
with Brookfield on a €10 billion
private credit fund



https://www.mckinsey.com/industries/private-capital/our-insights/the-next-era-of-private-credit
https://www.citigroup.com/global/news/press-release/2024/citi-and-apollo-announce-25-billion-private-credit-direct-lending-program
https://www.citigroup.com/global/news/press-release/2024/citi-and-apollo-announce-25-billion-private-credit-direct-lending-program
https://www.bloomberg.com/news/articles/2024-05-29/goldman-racks-up-21-billion-for-its-largest-private-credit-pool
https://www.bloomberg.com/news/articles/2024-05-29/goldman-racks-up-21-billion-for-its-largest-private-credit-pool
https://www.bloomberg.com/news/articles/2024-10-01/jpmorgan-picks-partners-to-boost-its-reach-in-private-credit
https://www.bloomberg.com/news/articles/2024-10-01/jpmorgan-picks-partners-to-boost-its-reach-in-private-credit
https://www.bloomberg.com/news/articles/2023-09-11/brookfield-socgen-to-launch-10-7-billion-private-debt-fund
https://www.bloomberg.com/news/articles/2023-09-11/brookfield-socgen-to-launch-10-7-billion-private-debt-fund
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Banks become more profitable if capital requirements
(Basel lll Endgame) are lighter or not implemented

Excess Capital at U.S. Banks e Republican administration may

As of Q3, 2024 water down or not complete

20% Basel lll, that would increase
15.3% s 151% capital requirements for banks

16%

e Lighter capital requirements will
result in increased dividends as
stock buybacks as banks hold
excess capital

12%

8%

4%

e European leaders are advocating
for comparable measures to
ensure a level playing field with
U.S. banks

0%

B CET1 ratio, Q3 2024 @ Regulatory requirement
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Two big industry threats coming for banking:
fraud +44% and credit risk +34%

Exhibit 4

Retail banking costs are rising on multiple fronts, increasing cost to serve.

Select examples of increasing banking costs

Wage growth Persistent financial crime | Rising IT costs

Europe: Growth in average US: Total consumer fraud Global: IT spend overall,
wages, 2019-23, % per year  losses, 2019-23,' $ billion 2018-22,2 % of expenses

20.0

3

10.3 +5.2 p.p.
””””” |
+3, 3 p.p. 14.8
+44%
I per year

2019 2023 2019 2023 2018 2022

Federal Trade (n’m*snr(# C) reporting of consumer fraud losses

Ansights on IT sp t ~2

RS cost mal rgm
oints to enable compariso

Heightened credit risk

Global: Credit card loan risk
cost margin, 2021-23,°
basis points

+34% ‘

2021 2023

s not reflect magnitude of losses incurred by financial institutions.

rr'DarmP'!tha banks provision as a % of average outstanding loans to account for bad debt. Figures are captured in terms of basis

Souvcc: Economist mtc!hgcn:c Unit; US FTC Consumer Sentinel; McKinsey Ignite IT Spand Benchmarks; McKinsey Panorma—Global Banking Pools

Source: McKinsey & Company

Scams and APP Fraud are top
of mind. Banks becoming
increasingly liable for customer
losses to scams.

UK Reimbursement rule now
live. The United States vs Citi in
the SDNY may create a similar
precedent. It's the largest 2025
issue in policy circles.

Adoption of FedNow by big banks
will depend of their ability to
handle fraud in the world of
instant payments


https://www.mckinsey.com/industries/financial-services/our-insights/the-state-of-retail-banking-profitability-and-growth-in-the-era-of-digital-and-ai
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Credit cards were a source of growth, as higher interest rates
slowed down the mortgage market

Credit Card Loans | 30+ Day Delinquency Rate e Consumer credit card balance
%, Q12019 - Q32024 reached $1.17 trillion in Q3
5.0% = Capital One 2024, Up 81 % YOY*
4.5% = Discover
4.0% EankofAmerica e 90+ day delinquency rate on
—_— = JPMorgan credit card loans reached
s Bl 11.1% in Q3 2024, up from 9.4%
o in Q3 2023, and 7.6% in Q3
20% 2022*

e JPMorgan Chase and American
Express leaned on credit cards
as the source of growth in
lending, and expect the growth to
continue

0.5%

0.0%

Q O O O N N & & O Oy %, B
OSSP A VN Y A VI VAP A VA A VAP A VA \ VAR o YA A M

ST I IS IT S

o O O O O O O O O O O O

Source: Federal Reserve Bank of New York @



https://www.newyorkfed.org/microeconomics/hhdc
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The unbundling of banks led to fragmentation and frustration
for an already information overloaded consumer

Unbundling of a Bank
* 5 .- Wi s
Pave SparkFund vvvvv ?« olio msﬂ;&‘s" [@APITALL @ ARTKVESIPERSDNAL cmn:?ewn Propellr
@ucro e moiifuenc  stodeple Wcaiond KRR 5 ICFC_soar— o0ouILie
NADF &5 RYER “ .ASP'fatlon ﬂﬁeﬁem\eﬂt T rartwallet O-EL d puhotiana
b Y e % L '
_— drem et S newards and Banefts A AssetAvenue 7 |oan OgICS

snndco (E)Fuumu TFLIP A

LendingHome

INSTKT e —— {rigee
¢ lendo ' 9 blooom =< “SELFLENDER
AVANT — -~ AUpstart

CoverHound - 2ebra i

earnegt TUITIONIO _E/evate
51 ot P i e PR 'C{edit(.)Kanna
College > '*l#f G D =T PROSPERP /éun nul uQ
3 HOVe'\ - — zli'mk wherever life takes vofi ijai—bit,: (=47 Check
. digit—__ (il R = D'ﬁafgmafm,,,ﬁ
chlme —— e COVESIOT £ Romitiy =N o
#“RUSHCARD — “lendio/ @ ) Affjlfm ——thumzap
Juvo : 0 FUNDBOX 'Lendln Robot o ~— D uphold
varo i ;1c iyl xeail S
V — o
Simplyl 2d. R / S ~ g Fenm
MRy nsuriovenwallet P @a » @ Ob\e @ BOND STREET _ M WNA NN BOOST W@Z 1
Ginsureon ) @acusTo | % m * : mBmveTstot 7 ROKE %, o
Lumity ysrwons. \'—‘5' R [ T = — @fundera b 5 B"-L(,
veTwe i ifw"”“’““ VA m‘mim“m“ \mt& Receive Gﬁs«m«x‘}h“ i GUARD
o Namei 3O A\ ST = @ wave-zuora
ICaptain40 Tt nextingarance CANCAP"AL 8
— & e bk - CZFO fllnt @ CvaA SACTIS
8 cShares Geat unction. QBlUEVINE  [yest o crReoisLY \ [ MOZIdOj e . '(fT\ObeOm)l

Source: MX, Plaid

48% of consumers have 3 or

more finance-related mobile
apps

One out of five consumers
(20%) using 6 or more financial

apps

We unbundled the bank

We unbundled brokerage,
credit cards and specialist
lending
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...and consumer behavior is shifting, with big banks

spending billions to stay relevant

Active Mobile Users
Q1 2019 - Q3 2024, million

® JPMorgan
® Bank of America
© Wells Fargo

Citi

g 1919 14191919

181
20 16161717

14
131313131313
15 997971212

e Consumer habits are shifting

o E-commerce (Shopify GMV up
23% in trailing 12 months)

o Online grocery (Instacart GMV
up 11% in trailing 12 months)

o Healthy lunches (Sweetgreen
trailing 12 month GMV up 26%)

e Big banks throw billions in IT
spend to keep up with the
change, and so far they manage
to stay relevant
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Marketing has also changed: younger generation is watching
Youtube and few banks are anywhere near yet

YouTube, not Netflix, is the most-
watched streaming service in the US

Share of total TV and streaming viewing by platform, June 2024

Share of total viewing by type of video platform Share of total viewing by streaming service

s 7 > YouTube (G 0%
Netflix [ e
Amazon Prime Video [N 3%

Hulu [ 3%

Disney+ [N 2%
Tubi [ 2%

Roku Channel [III 2%

Max [ 1%

20% 30% 40% 0% 2.5% 5%

Streaming

Broadcast

Other - 12%
0% 10%

7.5% 10%

Source: Co efficienct, The New Consumer, Nielsen, Youtube, Hulu

YouTube is impressively (and increasingly)
popular across generations
Percentage of responses: If you were trapped on a deserted

island and could choose to access only one streaming video
platform, which would it be?

50%

33% 33%

YouTube Netflix YouTube Netflix YouTube Netflix YouTube Netflix

Gen.Z Millennials Gen. X Boomers+
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What should the banking app of tomorrow look like?
Revolut, Robinhood and Nubank are showing the way

Q pearch Cancel

Suggested apps See all
I . g
Vaul Linked

Cerds lts Group bills

Get in on the
crypto action

Recent transactio

o Apple - £149.99

" . Pret A manger - £7.50
¥ Today, 12:01

. Cineworld - £14.99
Yesterday, 09:15

Source: Revolut

Revolut and Nubank are case
studies in cross-sell. They
currently bundle debit, credit,
savings, lending, stocks,
crypto, credit cards in a single
Ul. Add to that premium
accounts with eSIMs,
subscription management
and you have a “hub” like no
other. The threat to salary
account grows each year. It’s
not present in the USA yet,
but watch Venmo and Apple
Pay.


https://www.revolut.com/blog/post/simplified-app-infinite-possibilities/

Fintech Brainfood - The State of Fintech 2023 5. Neobanks are meaningfully disruptive everywhere but the USA
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Retail banking is a $3+ trillion and growing opportunity. LatAm has
Nubank, Europe has Revolut. Who's taking a lead in the US?

Exhibit 2
Retail banking revenue growth has accelerated in recent years across most Revenue growth difference across select sectors and geographies
regions. REVENUE CAGR, 2021-2023

Retail banking revenue,'$ trillion

S 78%
: +5.3% L Te% | CAGRG:
! per year i paryear ., 2013-20 2020-23
s0— | ' 51 Bl widdie East and Africa 44 10.0
i i [ ] . Latin America 103 1.0
i I 270 . 56%
H . |
25 i 240 2:2 . Europe 15 87
: 227 mm i 42%
: 213 = [ |
. 2,00
2.0 191
ﬁ 183 pum ]
. = | I Asla~Pacific 7.0 6.7
I I I North America 5.0

5.8

-3%
-13%
. -16%
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Challenger Latin  Cross- China B2C Crypto
st o banks America border lending

Source: McKinsey & Company Source: BCG and QED Investors



https://www.mckinsey.com/industries/financial-services/our-insights/the-state-of-retail-banking-profitability-and-growth-in-the-era-of-digital-and-ai
https://www.bcg.com/publications/2024/global-fintech-prudence-profits-and-growth
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Nubank passed 100 million customers and largest (by the number of
customers) and most valuable bank in Latin America

Nubank | Number of Customers e Nubank now has more than 110
million, Q1 2021 - Q3 2024 million customers, including 100
125 10 million in its home market Brazil
105
os e It became the most valuable bank

100 89
in Latin America, dethroning Itau

e Nubank contributes % of
Mastercard’s total payment volume
in Latin America

e Q3 2024 results: $553 million Net
Income, representing 30% in
annualized ROE
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Revolut passed 50 million users (more than any bank in Europe)
and finally got its UK banking license

e Revolut has finally received a UK
2023 banking license. It now has banking
£438m licenses in the EU, UK and Mexico

e Revolut posts £1.80 billion revenue and

£438 million in profit in 2023

e The company reached 10 million
customers in the UK and 50 million
customers globally

2022

(E25m)

(3%) margin

T

Revenue Profit Before Tax

e Latest secondary round priced the
company at $45 billion
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Neobanks in Europe and Latin America are now big,

rapidly growing and profitable

European and LatAm Neobanks
Number of customers, million, 2022 vs. 2023

Nubank (Brazil)
Inter & Co (Brazil)
Revolut (UK)
Monzo (UK)

Starling (UK)

0 25 50 75 100
W 2022 W 2023

European and LatAm Neobanks
Profit Before Tax, $ million, 2022 vs. 2023

Nubank (Brazil)
Inter & Co (Brazil)
Revolut (UK)
Monzo (UK)

Starling (UK)

-500 0 500 1,000 1,500 2,000
W 2022 W 2023
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Will this happen in the US? Who is the “U.S. Nubank"?
SoFi and Chime? or Cash App and Venmo?

Cqsh App | Active Users e Nubank started with a credit card...
million, Q1 2022 - Q3 2024

75 e Inthe U.S., Cash App (57 million
actives) and Venmo (60 million actives)
started with peer-to-peer payments...

e SoFi (9 million members) and
LendingClub (5 million members) used
to be peer-to-peer lenders...

e and... Chime (7 million actives), Dave
(11 million customers), and MoneyLion
made a bet on financial inclusion

W Cash App active users == Cash App Card active users é
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SoFi and LendingClub are banks now. Unlocking deposits
as cheap funding. Both attacking “prime" customer base.

SoFi | Customers
million, Q1 2022 - Q3 2024

SoFi and LendingClub | Deposits

$ billion, Q1 2022 - Q3 2024
25

20
15

10

B SoFi M LendingClub
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Is Robinhood the next major bank brand? They're now much
more than a brokerage, in retirement and even credit cards.

e 24.4 million funded accounts and
$160 billion in assets under custody

Retirement Accounts Retirement AUC

il o 1 million retirement accounts and 2.0
million people on the Robinhood
Gold credit card waitlist

1M+
e They incentivize deposits and
portfolio transfers creating a
I — . payback period of 1-3 years

2(3213 2(0]223 2(333 22;3 2(3214 2(8224 2%22 2(8213 2(3223 2((3233 2%;3 2(3214 2024 2024 ® BrOkers are the new bundlers Of
financial products

Source: Robinhood Investor Day 2024
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Financial inclusion is more than a niche. Dave and MoneyLion
are also growing, and they are growing profitably

Dave and MoneyLion | Customers

Number of customers, million, Q1 2022 - Q3 2024
20

15

10

W Dave M MoneyLion

Dave and MoneyLion | GAAP Net Income
$ million, Q1 2022 - Q3 2024
50

= MoneyLion = Dave
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Chime is on the path to IPO and solving for financial inclusion.
It's not trying to compete with Chase, but should it get a charter?

Active accounts

$1.3bn

Est Revenue

2021 valuation: $25B

Estimated valuation: $10bn
(based on Notice.co)

Source: Forbes, Notice.co
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Will BNPL lenders morph into banks too, like peer lenders did?
Affirm and Klarna start looking like neobanks

Affirm | Active Consumers e Affirm is introducing banking features
millions, Q1 2021 - Q3 2024 - like Affirm Money Account and
20 178 146 Affirm Card
gq 147151 5 . e Cash App is bringing Afterpay into

15

Cash App in its push into lending.
Cash App’s parent, Block, owns an

10 industrial bank charter

e Klarna is already a deposit-taking
bank in Europe, and makes a strong
push to the US market

e Will PayPal bring BNPL to Venmo?
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B2B is still a huge growth opportunity in the US:
Chase and Bank of America get most SMB deposits

BUSINESS BANKING

Business Banking clients (mm)® e JPMorgan Chase has 6.4 million
+9% CAGR small business clients, of which 4.1
l million have checking and savings

accounts

3.5

e Chase’s small business clients held

2019 2020 2021 2022 2023 $259 billion in deposits, 80% of these
it Consistently ~70% deposits were non-interest-bearing
e [n addition, small business and
2in 3 >90% ~80% corpora}te clients spend $229 b|||_|on a
primary bank retention rate of clients also have a year Wlth Chase cards’ generatlng
busi Id ri bank C Banki H H
recomimens Ghase’ e ents”  reldonshp lucrative interchange

Source: JPMorgan Investor Day 2024
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B2B is still a huge growth opportunity in the US:
American Express gets most SMB card spend

AXP Spend Share e American I_Express boasts 3.9 million
small business customers, and

e 47.1% of US small business
customer spend runs through
American Express cards. That's 427

O billion a year
3-9M e Amex is making a push for

checking accounts to tap into the
45.8+ free deposits currently sitting on
money center bank accounts

US Small Business
customers! 2019

Source: American Express Investor Day 2024


https://ir.americanexpress.com/events/event-details/2024/American-Express-Company-Investor-Day/default.aspx
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A new category if Fintech companies emerged to pursue
the opportunity in commercial cards

PERCENT CHANGE AND MARKET SHARES IN 2023 ° Ramp, Brex and Divvy (aqr’d by B|||) are

US Commercial Cards disrupting the corporate card

The 95 commercial card issuers shown in this issue generated $1.269 trillion in purchase

volume in 2023, up 3.3% from $1.228 trillion in 2022.

PSR e Newcomers much smaller than Chase and
S Market Share & PurchaseVolume Amex, but show strong early traction: $35
covon ChBaRTS billion in annualized spend with Ramp

cards, and $19 billion with Divvy cards

SMALL

BUSINESS
CREDIT
NT% e FINTECH .
+0.1% BusmsigéchRm" BRAINFOOD InteereWS
412.9
4 —_r & CEO of Ramp
Percent Change in C E O Of B reX

Purchase Volume
SMALL
BUSINESS  © 2024 Nilson Report

DEBIT

~-0.4%

CEO of Mercury

Source: Nilson Report


https://nilsonreport.com/newsletters/1263/
https://x.com/jevgenijs/status/1833267826582556814
https://x.com/jevgenijs/status/1833267826582556814
https://fintechbrainfood.simplecast.com/episodes/ramp-ceo-eric-glyman-the-equation-for-hypergrowth
https://fintechbrainfood.simplecast.com/episodes/brex-co-ceo-how-being-vertically-integrated-unlocks-global-scale
https://fintechbrainfood.simplecast.com/episodes/mercury-ceo-why-fintech-is-more-complex-than-software-businesses
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In the meantime, Square and Shopify are rethinking small
business banking from a different perspective.

Square vs. JPMorgan | SMB Loan Origination

S billion, Q3 2021 - Q3 2024
15

1.3

1.0

0.8

0.5

Square = JPMorgan

Source: JPMorgan Investor Day 2024

e Square and Shopify are beefing up
their banking offerings. They now
offer accounts, cards, bill pay and
lending

e As PSPs, Square and Shopify have
unique data for underwriting. Square
is already lending more to small
businesses than Chase

e Square and Shopify were pioneers, but
other vertically integrated software
vendors are taking notice (Toast,
Lightspeed Commerce)
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Small businesses also move money across the borders:
Cross-border specialism is becoming a super power for Wise

Wise vs. Citigroup | Cross-border Volume e Market opportunity: $2 trillion moved

$ billion, Q1 2023 - Q3 2024 by consumers, $12 trillion moved by
125 Wise, cross- SMBs, +3$13 trillion move by

border volume,
99.4 $ billion corporates
100 878 878 90.7 927 59 = Citigroup,
=8 i e Wise customers: 7.2 million
75 talliggklio consumers, 500k SMBs and 92
banks. 5% market share in

= a5y 369 388 388 7 5 cross-border consumer payments and

<1% market share in SMB payments

25
e Focussed on ultra low-cost cross

border infrastructure. Now seeing
returns to scale

0

0 o o o ¥ w »
A% \% A% % A% % \%
S & e o S o &

Source: Wise PLC H2 trading update, Citi @
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JPMorgan dominates both in-person and online acquiring.
(Processing payments for Amazon helps)

Amazon Will Surpass 40% of US Ecommerce Sales

JPMorgan | Merchant Processing Volume in 2024
2009 - 2023, $ billion billions in US Amazon retail ecommerce sales and % of
" 2,408 total retail ecommerce sales, 2020-2025
s $540.29
i $491.65

v $444.76
2,000 R $398.13
$364.55
1 597
$309.48
1,500 1,366
1192 ' -
1 063
1,000
G 2020 2021 2022 2023 2024 2025

Il Amazon retail eccommercesales [l % of total retail ecommerce sales
Note: represents the gross value of products or services sold on amazon.com (browser
or app), regardless of the method of payment or fulfillment; excludes travel and event

tickets, Amazon Web Services (AWS) sales, advertising services, and credit card
agreements; includes direct and marketplace sales; excludes Amazon Business sales
Source: EMARKETER Forecast, Feb 2024

S
§
¥

?0?3

§’§§$§’§§’$$$’§" § &
v N & & & N & N & N & LA AV

350937 =M | EMARKETER
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"Digitally Native Vertical Processors” continue to take market
share from incumbents, with no sign of that trend slowing

p JPMorgan vs. Adyen vs. Stripe
| Payment volume, $ trillion, 2020 - 2023
How long will it take for Stripe | | -
or Adyen to catch JPMorgan? J.P. Morgan =
e JPMorgan: 15% CAGR 7
o Stripe: 35% CAGR s"‘pe=
o Adyen:45% CAGR
0.00 0.50 1.00 1.50 2.00 2.50

2020 2021 W 2022 W 2023
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Stripe is indexed to growth companies, who grow
quickly into massive enterprise clients

e Stripe’s 2023 letter mentioned 100+
clients processing at least $1
billion per year

e 82% of tracked Al companies are
Stripe customers

e OpenAlis on track for $3.7 billion
in revenue in 2024, and anticipates
$11.6 billion in 2025

Source: Stripe, a16z, OpenAl

&~ Patrick Collison & X
N @patricke - Follow
a16z made this handy list of the top 50 Al Gen Al web
products: a16z.com/100-gen-ai-app...

We checked, and turns out that 82% use @Stripe.
We've been building a bunch of functionality that's

useful for Al products, including usage-based billing
(stripe.com/billing/usage-...) to handle... Show more

ChatGPT

. 8 1. ) spicyChat 2LV VIGGLE 3L XAl

2 characterai 12 fElevenLabs 22. R Pnotoroom 32 @ Clipchamp 4

3. ¢y perplexity 13 % HuggingFace 2. (4 Gamma 13 ydio 43 @CHATPOF
4. Claude W g LWMAA 24, VEED.IO 34 (@) croworsns 4. (3 cauth
5. SUNO 15 candy.oi 25, QPIXLR 36 VocalRemover 45 [ coze
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E-commerce is eating in store: Adyen is now Processing
more in-person than Toast, Shift4 or Square

Adyen | POS volume

vs. Toast, Shift4 and Square | $ billion | Q1 2022 - Q3 2024 e Adyen processed $1.35 tillion in
- payments in the last twelve months
(up 41% compared to previous period)

e In Q3 2024, Adyen processed $67
billion in in-store payments. More than
40 =ae Toast ($42), Shift4 ($44B) and

= Toast

30 - Shift4 Square ($GOB)

= Square

60

50

e Expects to grow net revenue annually
“‘between the low-twenties and

20

10 high-twenties percent, up to and
. including 2026”
SISFFFFIISSS
S &Fe e &I &I
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Online, in-store, single platform and highest conversion is the
battleground. There are haves and have nots.

Have’s Have nots

adgun globaloayments | worldpay | fisary
20% YoY 32% YoY 6% YoY 5% YoY 9% YoY
revenue growth* payment volume growth* revenue growth* | revenue growth* revenue growth**

Single platform, single API

Uniform in store / online offering

All payment methods available in same platform
Compete on auth rate and conversion

Grow via direct sales

Multiple platforms, multiple APIs and integrations
No uniform in store / online offering

Payment methods vary by platform

Compete on price

Grow via M&A

* Q32024 | ** Q3 2024, Merchant Solutions only
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Accelerated checkouts are now tablestakes.
Traditional acquirers need a play here

/< The _Sill =

Monstera Deliciosa

e (Oeo

$78

Wiy Customes Lappiness Sarantes

Buy with Shap

Source: Shopify

Up to 500/0

higher conversion rate
when Shop Pay is used’

150M+

buyers opted-in to Shop Pay

$158B

cumulative GMVZ since launch
in 2017

$16B

GMV in Q2 2024
@ +45% Yoy

Accelerated checkouts eliminate the
need to enter card numbers

Almost 40% of Shopify Payments are
by Shop Pay

PayPal launches Fastlane to completed
with Shop Pay & Stripe Link.

U.S. banks launch Paze, enabling 150
million cards for accelerated checkout
experience
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Stripe wants to make Pay by Bank a reality in the U.S..
Makes Pay by Bank available in Link

Stripe’s Link represents ' of the
outgoing traffic from Stripe.com

B stripecom

Website Performance

Outgoing Traffic

Top link destinations
=1 Jul 2024 &) Worldwide L./ Desktop

¥ link.com
secure.bankofamerica.com

# paypal.com

M connect.secure.wellsfargo.com

[ secure.chase.com

Source: SimilarWeb

i ExportPDF &  [E Jul 202

Share Change
31.20% wm 4 14.67%
10.33% ® T 18.22%
6.18% T 36.91%
3.57% ¢ 4 23.81%
2.40% 1 4 12.49%

) See more outgoing links

Customers can pay with their bank
accounts when checking out with Link

on al T -
jrandivzidsxanaa.ccm
Shippng sddiess
Jare Dise
United St v
27 Fiecrck e
fiddress lins 2
Ecothars EERSH]

an v

Payment cletails

= =
Card Bawk

Denk secount
Q Searcn ‘br your ank

CHASED | g | TS

citibank  cowmcle [ Bank

Source: Stripe

<« ©link X

Select account

(m - . J
-e0e 3234

Savings

w4247

@ Student Savings

Welcome back

Use information you previously saved with
yeur Link account.

. jen iz @zoms e

veur 19310 373 hrarcia 92312 are rever zharsd
wEh Feadas, LaoT rece
e ===

-+ Add bank account
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Stripe had a banner year, Billing became a “Unicorn”, they went
multi-PSP and acquired Stablecoin company Bridge for $1.1 billion

Figure 1: Magic Quadrant for Recurring Billing Applications

ABILITY TO EXECUTE
®

Aria §

ystems

BillingPlatform
SAP ® S

@ kefight
.Onsfsi\ Software

Sirpe
®
2uora

COMPLETENESS OF VISION

Source: Stripe

As of July 2024

@ Gartner, Inc

Gartner

e Stripe’s Revenue and Finance Automation
suite, which is “on track to exceed $500
million in annual revenue run rate”

e The company goes “‘multi-PSP” allowing
merchants to “bring their own processor”.
Stripe wants to be a software company more
than it wants to be a payments company

e Stripe also made the largest acquisition in
the crypto industry, buy agreeing to buy
Bridge, a startup that helps companies issue
stablecoins


https://go.stripe.global/gartner-magic-quadrant-billing-2024
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PayPal didn't shock the world, but got its mojo back.
Ambition to grow profitably came at a cost

PayPal | Branded vs. Unbranded

TPV growth, % YoY, FX-neutral, Q1 2023 - Q3 2024 ¢ Launched an accelerated checkout

S0% solution Fastlane. Partnered with
Adyen, Fiserv and Global Payments
40% on distribution.

= 32%
30% 28% 20%

e Became an alternative processor
for Shopify Payments (alternative
to Stripe).

30%
20%

e Management refocused the company
on “profitable growth”, starting
with Braintree, which hurt growth

10%

0
0%
H (0 (] (o] N \' A\
A7 QY 3 A\ v v v

(o3 o & S o o <&

B Unbranded, FX-neutral W Branded, FX-neutral



06 PAYMENTS

Visa and Mastercard settle antitrust suit, but then a judge
overruled the settlement - not out of the woods yet

Visa | Net Revenue & Adjusted Net Income e Visa and Mastercard agreed on a

$ million, CY Q1 2021 - Q2 2024 settlement, which was expected to

save merchants $30 billion in card
fees over five years

10,000

7,500
e The settlement also allowed

merchants to stop accepting digital
wallets such as Apple Pay

2500 e However, a federal U.S. judge
| ll blocked the settlement
0 i)

e The legal battle between merchants
and the card schemes dates back to
early 2000s

Net revenue B Adjusted Net Income
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Capital One entered the chat, just as the Dod puts
pressure on Visa and Mastercard “duopoly”

Capital One + Discover | Purchase Volume

$ billion, Q1 2022 - Q3 2024 e \isa, Mastercard and Amex got an
2,000 T, unexpected competitor in Capital
. 1,572 1,56 1603 1 s61 1,652 1,650 Volume, U.S. One
W = Mastercard,
1,500 1,337 P ]
voumaus.  ® The merger of Capital One and
— Capital One Discover will create the largest
1,000 Domestic Card . .
' + Discover credit card lender in the U.S.

700 703 :
619 621 638 g13 655 657 668 653 proprietary

561 S ) , )

oy networkvolume o Capital One’s key rationale for the
174 201 202 210 199 211 212 217 198 217 217 merger is Discover’s three-party
. - network, similar to Amex’s
IV YY

$ ¥ &3S &I S TS
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08 OPEN FINANCE

The killer app for Open Banking is payments
Now on every SaaS platform and Al company checkout page

Uber

e Stripe announced several big names
Save on rides when you adopting Pay by Bank including AirBnB

pay with Link and Uber

Get up to 40% off 2 trips when you pay with

your bank account using Link e The value proposition for merchants is
Add bank account > not about price, Stripe’s sticker price is
2.6% compared to 2.9% for cards

e Merchants offer discounts to consumers,
as the method yet to find its competitive
B bceccom edge against cards

Add Payment Method

Link is a fast and simple way to pay with your bank
account. Right now, we're offering 40% off your next 2




08 OPEN FINANCE

Payments need a Real-Time Payment rail to compete with
cards. There are two in the U.S.: RTP and FedNow

' et What h d here?
FedNow® Service - Quarterly Statistics at happened here

Average
Quarterly Quarterly Average Daily Average Daily
Total Volume Value Value per Volume Value of

Settled Growth Value of Settled Growth Payment of Settled Settled
Quarter Payments (percent) Payments ($) (percent) Payments Payments ($)

2024:Q3 336,487 115.6% $17,491,272,167.40 3453.3% =082-044 3,657 $190,122,523.56
2024:Q2 156,076 60.2% $492,250,054.25 1466.6%  $3,153.91 1,715 $5,409,341.26
2024:Q1 97,424 133.6% $31,421,884.71 130.1% $322.53 1,071 $345,295.44
2023:Q4 41,698 $13,656,607.58 $327.51 453 $148,441.39

2023:Q3 5,564 $4,776,755.83 $858.51 75 $64,550.75



08 OPEN FINANCE

It took several years, but Open Banking-powered payments
finally began appearing in the data across Europe.

Open Banking Payments
EUR billion, 2022 - 2023

B Credit transfers
by Payment
Initiation Service
Providers (PISP),
European Union,
EUR billion

B E-commerce card
payments,
European Union,
EUR billion

2022

2023

0 200 400 600 800

Source: European Central Bank

e The regulation requiring banks to
provide Open Banking APIs (including
for payment initiation) came into force
in 2019

e Every bank had its own flavor of Open
Banking APIs, making them hardly
reliable for e-commerce payments

e It took years and wider adoption of

instant payment rails (SEPA Instant)
for Open Banking payments to start
taking off



08 OPEN FINANCE

Life after cards: lenders in Brazil and India experiment with
Issuing credit without issuing credit cards

.:.ﬁﬂx m UPI) = e PIX (Brazil) and UPI (India) are two

e s most successful Real-Time Payment
rails
» Central bank sponsored, +» Central bank sponsored,
launched in November 2020 launched in 2016 ° |nitia||y used for peer-to-peer payments,
» Subsidized consumer + Works with commercial they started Coming to online and
discounts to incentivize use digital wallets including .
Google Pay, Payti, In-store payments
» E-com +POS, seeks to PhonePe, MobiKwik,
o and Amazon Pay e Adoption sparked creation of credit-like
_ + E-com +POS, seeks to instruments (e.g. Pix Installments) to
» Projected to account for replace cash . .
50% of e-com payment compete with credit cards
value by 2027 « Wallets account for > 50%
POS +¢-comvalue e Eliminating cards as a payment
instrument, does not mean eliminating
credit

Source: The Global Payments Report 2024, Worldpay
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If "Pay by Bank" begins to challenge card dominance,
Visa and Mastercard will be ready

2021: 2024
] Visa launches Tink in USA (and Finicity
& Mastercard wasn'’t blocked)

, , Visa launches open
Visa and Plaid Abandon Merger After . " . "
Antitrust Division’s Suit to Block baNkmg WIth Tlnk In the
US

Visa has launched open banking in the US, using
technology from recently acquired Swedish vendor Tink.

DoJ blocks Visa’s acquisition of Plaid

Tuesday, January 12, 2021 For Immediate Release

Share > Office of Public Affairs

Y im 8 25 April 2024 D 1 commen t
Decision to Terminate Deal Preserves Competition

Don’t forget Visa’s flex credential and the role of tokenization...

Source: DoJ, Finextra




08 OPEN FINANCE

The US joined the world with open finance regulation. But open
finance has no business model for banks and that holds it back.

The good:
e Credit, debit and prepaid included

The bad:
e No technical standard prescribed

The ugly:

e Zero upside for banks
implementation will be
slow-walked

Source: CFPB, Payments UK, EBA, Tigerfeathers substack

SI%
1S
The good:

e ~99%+ connectivity
e Clear standards

The bad:
e Checking only
e Only 12.2m users

The ugly:

The good:
e 28.4m accounts linked

e Covers *all non lending* and even
tax data

e Fintech companies pay
underlying banks and FI’s to
access data

e No upside for banks means
many use cases don’t work or
not supported

The bad:
e No payments (but UPI)

The ugly:
e No lending products




08 OPEN FINANCE

If we fix incentives we fix open finance. We can learn a
lot from the card networks (good and bad)

| Best of both? |

Card networks do some things super
well that open finance lacks

e Interchange revenue is an incentive
model.

e Network rules govern what happens if
something goes wrong

e This drives a flywheel of adoption

e Users understand the behavior when
they see a logo

e That funding covers the costs of fraud.

Open finance might fix the bad parts
about cards because it has more data

e Open finance has more data that can
travel with the payment.

e Meaning we have more opportunities to

prevent fraud & build loyalty.

e Subscriptions on credit cards could be
shifted to reduce costs for merchants.

e High value purchases could default to
pay by bank to help merchants.




08 OPEN FINANCE

Wallets + Real-Time-Payment Rails provide a
genuine alternative to cards.

SURVEY Q: HOW DO YOU
2023 SHARE % OF POS SPEND FUND YOUR WALLET? e Wallets are predominanuy funded by

Y — “""“ I — cards. Cards didn’t lose to wallets,
- wallets created a security / convenience

e layer on top of cards
o« I I+ I s

uK e Wallets can route payments based on
o [ == I o consumer preferences: to card rails, to
" usa | - Real-Time Payment rails, to Open
= = I Banking APIs and to credit directly to
issuers (such as Affirm)...

e ...and wallets can add an identity and
authentication layer

Source: The Global Payments Report 2024, Worldpay @
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07 BIGTECH & WALLETS

The opening of NFC is a game changer with the potential to
make the market more competitive on-device

®Pay

t Klarna
' Pay Later |

o 3 Payments
£15.00 per month
(with £15.00 due today)

Other Cards & Pay Later Options

Due today

£15.00

<

Confirm with Side Button

Source: Paynet pro, Capital One Shopping

Wallets are the center of gravity

e 37% of e-commerce transactions, and
31% of POS use mobile wallets

e 65% of U.S. adults said they used a
digital wallet at least once in the past
month

e EU Forced Apple to open NFC and
Apple now to do that in major markets
like the US. Makes 3rd party wallets like
Venmo potentially competitive at POS.



07 BIGTECH & WALLETS

Flexible credentials mean any payment method could fit in any
wallet. We already see this with BNPL inside Apple Pay eftc.

1. The Strategy

} Tap to pay by card or bank, confirm identity, add
cards or make P2P payments

} Live at Affirm that now offers a single card for
debit and credit. Users can choose at checkout or
later which to use.

} Secret weapon for brand conversions. Why
convert your Mastercard or Discover portfolio to
new PANs when you could use flex credential
over the top «x..

Graphic source: Visa Summary & Adaptation: Panagiotis Kriaris

Source: Visa, Affirm, Panagiotis Kriaris @



07 BIGTECH & WALLETS

Wallet Wars - The battle to own identity is how
companies will own the customer

Wallets and card aggregation Fintech Apps, Banks and Neobanks

Google
\ paze Authentication PayPa[“ /

Klarna.

Cash App

aﬁm

stripe adyen

Commerce and checkout




07 BIGTECH & WALLETS

There are 5 different market actors vying to become wallets -
with accelerated checkouts & consumer wallets becoming key

Banks — Wallets

Authentication

Fintech wallets

(Cash App, Venmo) L Pay Wallets
(Apple Wallet, Paze, Venmo?)

Open Finance -

(Plaid, MX)
Accelerated
— Checkouts —
PSPs (Stripe, Adyen) — (Shop, Fastlane, Apple Pay, Paze)

Device (Apple,
Google, Samsung)




07 BIGTECH & WALLETS

How will Al Agents co-exist with wallets?

For Al agents to work, they This is possible in wallets today
need three things: with three technologies.
A secure place to live } Secure enclaves on mobile
A strong identity credential } Digitally issued Real-ID’s

The ability to securely authenticate
and transact

The opening of NFC on iPhone and
Visa Flex credential.

<

Agents will live on device, in the secure element and use tiny LLM models.

Watch for experimentation with these ingredients in digital wallets next year.




07 BIGTECH & WALLETS

How will we regulate wallets? The CFPB has a rule, but the
lawsuits and push back have started.

CFPB Finalizes Rule on Federal Oversight of
Popular Digital Payment Apps to Protect
Personal Data, Reduce Fraud, and Stop lllegal
“Debanking”

4

Delete CFPB. There are too many duplicative regulatory agencies.
CFPB Orders Apple and Goldman Sachs to Pay 5 AM - Nov 27, 2024 - 421.5K
Over $89 Million for Apple Card Failures

Companies illegally mishandled transaction disputes and misled
iPhone purchasers about interest-free payment options

OCT 23, 2024

There has to be a better way?




07 BIGTECH & WALLETS

The Australia model provides a framework for potential Open
Finance, Wallet and Al Agents combinations

It also creates two roles

Declaration e The Accredited Action Initiator or
AAIl who can give instructions on
behalf of a consumer.

e An Action Service Provider or
ASP required to take actions in

2. Rules - What rules apply to that action type accordance with those
instructions.

1. Declaration — Types of actions that can be initiated

3. Standards - That define the implementation of the action

A simple framework for Al, Open Finance, Data and Wallets in one
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09 TOKENIZATION

Stripe’s $1.1bn acquisition of Bridge has got everyone talking
about Stablecoins, as they move from trading pair to

payments rail.

Stablecoin supply by issuer Adjusted transfer volume' by blockchain

.
Stablecoins
o BUSD IIII|. 1| W Arbitrum
W usoc it ' have found
lelele |I "'.,." I." #IT M BNB Chain
B Ehewn broduct
B pai Solana
Other

J
§ '
'l
' W Tron |
. $5008 — Ocher
$508 1 |||| ||| Il
S——) ! l""""“""l“ N
2020 2021 2022 2023 2024 020

0 2020 2021 2022 2023 2024

Stablecoins vs. Paypal, Visa, ACH, and Fedwire in Q2 2024*

Transaction volume ($) # of transactions
© paypal $042tn  66bn
Visa $3.96 tn 59.3bn
ACH $21.6 tn 8.3bn
Fedwire $284.2 tn 0.05 bn

Source: a16z, Artemis

But does the data show it?

e Most volume is for
trading and bots?

e Stablecoin supply is not
Stablecoin volume

e Apples to oranges use of
data by promoters (e.g.
Visa doesn’t do capital
markets trades)




09 TOKENIZATION

The Crypto vibe has shifted allowing institutions

to begin meaningfully allocating and investing.

2022:
FTX bankrupt, CEO arrested, Crypto
crash, Anti Crypto army.

L\CE
Usws

2024
EU’s MiCA regulation passes, new US
administration, Bitcoin ETF launch

ey ' N
Société Générale <+ AddtovaT/l

Société Générale to become first big
bank to list a stablecoin

French lender launches trading of token fully backed by euros on
Bitstamp exchange
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It's not all Crypto bots. Removing bots Visa estimates $677.8bn
adj transaction volume, new use cases show rapid growth.

Complex reality

USDC Flows from US -> Mexico Over $100mn Per Month

e Space X does treasury
management, USAID
does disbursements,
Nigerian consumers hold
USD. These are rapidly
growing.

80M
o 70M
3
o 60M
]
?é 50M
=
40M
30M .
I e Settlement against bank
accounts for Crypto
30 - _—--. -.
May 2023 Jul 2023 Sep 2023 Nov 2023 Mar 2024 May 2024 Jul 2024 Sep 2024
Date

traders (e.g. hedge
funds) is a major
[ L opportunity for banks.

$110M

$100M

Jan 2023 Mar 2023

Source: Artemis, Bridge, Zodia Markets



09 TOKENIZATION

You're underestimating the power of global, 24/7 transfers
between yielding assets (e.g. Money Market funds) and dollars.

Money Market fund upgrade Tokenized Treasuries

View tokenized US treasuries, bonds, and cash-equivalents and understand the nuances between them. Read our deep dive
research report on tokenized treasuries on the RWA.xyz Research Blog.

e Most money market funds are

5 d k d Total Value & Avg. Yield to Maturity & Total Assets Holders &
open o days a week an $2.618 4.48% 36 8,830
available nationally.
e Digital businesses operating Tiogmury Beoduct Moities AR
— & Mint/ Burn Volumes @ Holders
globally lose billions to those T T et T =
3 — UsDY
e The BUIDL token (and = ot

- USTB

competitors like Ondo) are | 5 S
avallable 24/7 between e T U e C
treasuries and Stablecoins. ! : | rromm——

v STBT
‘ - WTGXX
111123 51123 9/1/23 1/1/24 5/1/24 9/1/24 HBILL

== MPLcashUSDC..

Source: RWA.xyz @
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Corporate Cross border with Stablecoins makes global south x
global south transactions near instant.

Import / Export use case - Live in production importer Exporter J
e Stablecoins + bank book transfers are a viable <

. i T
alternative to payment messaging networks ( Bank _;_Gustody =] _ Stablecoin (Susody )

e The cargo is tokenized (e.g. oil), and the Stablecoin |
payment (e.g. USDC, USDT) is held in escrow until Stable Fiat
the delivery is complete. Then the smart contract
unlocks the stables, and pushes a book transfer at (Usp ) StabE]
the bank. Settlement is near instant.

e For global south x global south transactions this is y Y
much faster than the ~14 day wait via SWIFT, and  r-72:-" --- iyl Saleinininl

Bank rCustody ) , Custody | Bank |

Zodia Zodia
Markets Markets

Source: Zodia Markets @

high failure rate of transactions

(Special thanks to Zodia markets for sharing this example).
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Perfect timing to launch a podcast all about Stablecoins
and real world assets ==

TOKENIZED

SPONSORED BY V/SA Our most downloaded episodes were:

1. Bridge CEO Zach Abrahams on the
State of Stablecoins in 2024

2. Sling Money CEO Mike Hudak: Building
the Stablecoin Venmo for the world

3. Every company needs a Stablecoin
strateqy with Visa and Diqgital Asset.



https://tokenized.simplecast.com/episodes/state-of-play-in-2024-stablecoin-payments
https://tokenized.simplecast.com/episodes/state-of-play-in-2024-stablecoin-payments
https://tokenized.simplecast.com/episodes/banks-launch-stablecoins-cross-border-crypto
https://tokenized.simplecast.com/episodes/banks-launch-stablecoins-cross-border-crypto
https://tokenized.simplecast.com/episodes/every-company-needs-a-stablecoin-strategy
https://tokenized.simplecast.com/episodes/every-company-needs-a-stablecoin-strategy
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10 RISK

We're in a scamdemic - we lost $1.03trn to scams in 2023
The industries biggest issue in 2025...

An estimated US$1.03 trillion has been lost

to scams worldwide in the last 12 months

The Global Anti-Scam Alliance
reported that

e 70% of scams go unreported

e Only 4% of users are

CAN-$1,885
compensated

The hardest hit were U.S. citizens, USA-$3,520 -
losing on average $3,250 per

.
capita MEX—$3‘\71\.;

Source: Global Anti Scam Alliance r/\> sardine s




10 RISK

Deep fakes at KYC are skyrocketing, especially in Brazil. They're
believable, and most orgs haven't adapted their KYC approach.

This is a global issue, leading to alerts It is possible to detect but out of date
from regulators and governments. software, or not using risk signals like
device & behavior have led to a spike.

- 1

FIN-2024-Alert004 November 13, 2024
FinCEN Alert on Fraud Schemes Involving Deepfake Media
Targeting Financial Institutions

I'he U.S. Department of the Treasury’s Financial Crimes

Suspicious Activity Report (SAR) Enforcement Network (FInCEN) is issuing this alert
Filing Request: to help financial institutions’ identify fraud schemes
FinCEN requests that financial associated with the use of deepfake media® created with
institutions reference this alert in SAR generative artificial intelligence (GenAlI) tools.* This
field 2 (Filing Institution Note to FinCEN) alert explains typologies associated with these schemes,
and the narrative by including the key provides red flag indicators to assist with identifying
term “FIN-2024-DEEPFAKEFRAUD". and reporting related suspicious activity, and reminds

financial institutions of their reporting requirements
SPOOFING SUCCESS

Source: The state of Deepfakes report, FinCEN to sardine




10 RISK

Scam reimbursement frameworks are now going global.
The US will do something in 2025

-\‘IV)
1S

The good:

e Live regulation

e Scams falling YoY

e Banks and PSPs investing in
detection

The bad:

e 50/50 disadvantages smaller
PSPs

e No big tech or telco data sharing

The ugly:
e Scams shifted to cards from
push payments

Singapore nailed it

The good:

e Live regulation

e Receiving FI 100% liability

e Bigtech, telcos and Fls all
share data and intelligence

e Direct requirement to invest
in fraud detection

e Clear definition of gross
negligence by a consumer
(shifts liability to customer)

Fhebad—+
Fhe-ughr

The good:

e Huge effort in US private sector
underway

e PSD3 will require data sharing
and liability

The bad:
e Major consumer harm
e Active lawsuits

The ugly:
e A lot of finger pointing and
lawfare to get through before
the dust settles

PO sardine @
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The UK's 50:50 liability split benefits big banks more than small
PSPs - Need a different model (e.g. Singapore on previous page)

Source: PSR

Value of Fraud from Directed PSPS per £€m of RECEIVED (Inbound) Payments

£500

£450

£400

£350

£300

£250

£200

£150

£100

£50

APP Reimbursement Stats - 2023

- (SB(***), £266, £408, 88%

Virgin Money (*), £160, £285, 68%

Starling (*), £105, £239, 48%

Monzo (**), £213, £183,17%

Lloyds (*), £228, £128, 55%

Santander (*), £162, £41,73%

£50 £100 £150 £200 £250 £300 £350
Value of Fraud per ¥ of SENT (Outbound) Payments

PO sardine @



10 RISK - ALERT AVALANCHE

AML Fines don't help anyone fix the avalanche of new alerts

Mo’ Fines: Mo’ Problems:
e.g. TD Bank received a $3bn fine e.g. Sanctions on Russian names up
this year. 816% since 2022

Top 10 Bank Fines by Size

BNP Paribas

UBS . +
Russian-based sanctions
alone skyrocketed by

816%

Binance

TD Bank

Danske Bank
HSBC
Commerzbank
Societe Generale
ING

adding 14,000

Standard Chartered
risk events in 2023.

0 2 r 6 8
Fines (in billion $)

PO sardine é

Source: Sardine, Goodjobsfirst
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Simon's 2025 predictions

e Scams become the #1 industry issue. We
see pressure on big tech, marketplaces and
financial services collaboration.

e Now is a great time for de-novo and
acquiring charters. Watch for Revolut to get it
in the US in 2025 or 2026.

e Public Fintech stocks continue to
outperform along with broader financials.
US banks benefit from weakening of Basel lll.
Fintech companies have a path to charters or
licencing. H1 is fire, H2 a bit more cloudy.

e A less aggressive DoJ will lead to major
M&A between PSPs and Open Finance, and
possibly card networks and open finance.

Wallets and Fintech Apps all launch their
Al Agent features. Starting with iOS19.
Venmo quickly copies + possibly leapfrogs.

1033 will be fine, but it's sequel for more
open finance data may get sh*t canned for a
while.

Regulatory clarity around Crypto in the
US is a major unlock. Stablecoins become
a major cross border rail and payment type.

We'll get FIT21 and SAB121 passed in
congress in 2025. With the Crypto bull run
coming, we need consumer protections and
better accounting rules ASAP.
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Jev's 2025 predictions

e Stripe, Adyen and PayPal will go e PayPal will try to monetize the 60

aggressively after in-store
commerce. This will finally start hurting
the incumbents that competed with
each other and banks

Neobanks will go after deposits and
“home bank” customers using
deposit matches and similar incentives
(the same way Robinhood gets
investors)

Europe will become a major
battleground for many U.S. Fintech
companies. Some will choose to grow
organically, others will use the M&A
playbook

million of Venmo users by using Cash
App’s playbook. This will turn into an
exciting rivalry

Klarna will go public and will be
trading with a “European discount”
to its peer Affirm. Will focus heavily on
the US market to change this
perception

Capital One will merge with
Discover, and we might realize that the
promise to “invest in the network to
create a rival to Visa” was just a sales
pitch to get the deal approved
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Other thoughts Simon ran out of time to expand.

e What goes up must come down. Crypto is up, Fintech is up, venture capital is back and there’s hope
again for embedded finance. But the market cycle can turn sour.

e Another crypto bull run will mean more rug pulls and scams. We've already seen the Hawk Tuah
rug pull exit scam, and it won’t be the last.

e Credit quality issues are hiding in plain sight. The electorate has rage-quit every incumbent
government in 2024. There’s a tension under the surface and it's due to a cost-of-living crisis that
permeates every issue.

e The post Global Financial Crisis economic orthodoxy is changing. The ZIRP and expansion of
government debt era has ended. The government backed growth era has started. It comes in many
flavors (maximally de-regulatory in the US for example)

e B2B Fintech Neobanks are reconfiguring. Brex is now winning in enterprise. Navan is now the
pioneer of “Bring Your Own Card

e | missed out a whole section on infrastructure. Two years running. But consider, will every Fintech
SaaS be displaced by a Fintech GenAl startup? How will they price?
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Visa on Stablecoins

Subscribe to the free weekly
newsletter on Fintech.
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talent thinking about what’s next. FINTECH
Find me on LinkedIn or X if you're interested in partnering. CEO of Ramp
CEO of Brex
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love it if you took a look.

CEOQ of Mercury
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