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Convergence, Emergence, & Resurgence
Executive Summary

After nearly two decades of rapid digital transformation and vertical disruption across banking, payments, lending,

and wealth, clear category leaders have emerged, with some of these challengers having scaled with enduring Evolution & Potential

velocity, reshaping customer expectations and acquiring material market share. Others, though innovative, have ) . ) 04
remained on the periphery — impactful but limited in scale. Revolution in Fintech

As the first wave of vertical fintech disruptors matures, many are expanding horizontally to unlock new
revenue streams and improve profitability. This convergence is intensifying competition, compressing margins,
and in some cases, complicating exit paths — paralleling the platform wars and eventual consolidation seen in last
decade’s AdTech cycle, where value accrued to those with direct user relationships and data moats.

Emerging Spaces

In Fintech Investment 08

At the same time, new tailwinds are emerging as the foundation laid by API proliferation, Banking-as-a-
Service (BaaS), and Al breakthroughs enabling a second wave of fintech transformation. This next phase is defined
by the rise of embedded finance — where financial services are seamlessly integrated into non-financial
platforms. From commerce and mobility to SaaS and creator platforms, embedded financial tools coupled with Al- Acute Pressure

native financial capabilities promise to lower acquisition and servicing costs, unlock novel monetization : . 12
opportunities, and enable new classes of autonomous uber-efficient financial products. for Fintech Exits

With lower cost-to-serve and reduced customer friction, advancing hyper-personalization delivered through full-
stack capabilities and increasing demand for contextual financial experiences delivered at the point of need,
fintech embraces the emerging opportunities for massive global reach through the conflicting combination
of Super Apps and embedded ecosystems, each powered by evermore intelligent infrastructure

— marking the strategic inflection for the sector.

A renewed IPO pipeline — highlighted by the successful public listing of eToro and potential debuts for Chime
and Circle — signals early signs of a reawakening in venture-backed liquidity to help feed this new cycle. As this
next cycle begins, winners will be those who combine scalable infrastructure, proprietary data access, and
Al-driven operating leverage.
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Convergence, Emergence, and Resurgence
Key Findings

Horizontal Convergence Has Triggered a Platform Battle: As key fintech players with vertical financial service offerings
grow and expand, the services continue to expand into one another creating increased competition and the opportunity for
single solution providers.

Consolidation as a Defensive Strategy: \Where fintech startups have gained meaningful share — such as in business
payments and asset management — incumbents have responded by consolidating with peers rather than acquiring disruptors.
This signals a shift in strategy as traditional players fight to defend market position amid platform competition.

Emergence of Embedded Finance: With the maturation of APIs and BaaS infrastructure, the expanded opportunity for
embedded financial services offering, by both financial and non-financial companies, is opening the door for massive
disruption and potential ecosystem shifting partnerships for incumbent financial services companies.

Al as a Defining Force for the Next Wave: As the next broader technological wave of Al opens new customer
opportunities, the financial services industry will find unique ways to both improve operating margins and to leverage data
Into new customer experiences, creating a paradigm shift in the way consumers and businesses engage with the market for
their financial needs.

Resurgence of Fintech Liquidity: Consolidation within and outside of the financial services industry will push some to the
public markets to leverage a public currency and lower cost of capital while others seek acquisition by larger balance-sheet
partners to compete in the next fintech wave that promises to further shakeup the status quo.
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Perspectives on the Industry

"Increasingly, Fintech products are more digital and
seemless experiences, enhanced by Al, and enriched by
the data collected. This flywheel effect is pushing Fintechs
deeper down the financial services stack to support a new
generation of emerging products, and infrastructure players
are enabling financial services for companies that have
never before touched banking, lending, asset management,
payments, or insurance. The result is increasingly digital
functionality embedded in financial workflows and

commercial activity.”

Dan Allred
Managing Director at HSBC
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"I've always believed that ‘opportunities live between
fields of expertise.” If much of the prior decade in Fintech
was predicated on the disruptors competing for market
share with the incumbents, | believe that this next decade
will be defined by startups collaborating with the
Incumbents to solve the most human capital-intensive
areas of financial services with Al. There is a new
generation of Al-native enterprise software companies to
be built in financial services — we'll be on the lookout for

these.”

David Haber

General Partner at Andreessen Horowitz
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As the Disruptors Mature, Fintechs Converge on Adjacent Verticals
Expanded Offerings Across Platforms Opens Growth Opportunities and Competition

Fintech Relative Market Strength by Product Offering: 2018 vs. 2024
& CEarly fintechs began by disrupting a single vertical —

such as payments or lending — but as they scaled, 2018 B:as\ms: ggcﬁg Trons;  Lending I\Allsgs:1tt 2024 B;:;'rﬁsss %23‘:'::;’ (Tronay | Lending I/\\llsgs;i
many shifted from focused towards full-stack, ]
expanding horizontally into adjacent services, stripe ®
evolving into finance service platforms.
adyen O
¢ As these fintechs scaled, they began expanding
horizontally into adjacent financial services, creating a | PayPal . ® . o
new layer of platform competition — not just with
incumbents, but increasingly with one another. BLOCK y ¢ ®
& This convergence is ushering in cross-vertical Revolut O ° Revolut
platform battles, reminiscent of the mid-2010s
AdTech wars, likely to drive both new challenger chime . . chime
alliances and defensive moves by incumbents.
SoFi O SoFi
¢ \While fintech disruption opportunities remain vast
given the sector’s position as the second-largest LendingClub ‘ LendingClub
contributor to GDP, intensifying competition is
compressing pricing and margins, with incumbents Robinhood . . o Robinhood
responding through acquisitions and horizontal
consolidation. coinbase . () coinbase

Notes: Business Payments and Consumer Payments based on transaction volume.

Banking and Asset Management based on AUM. Lending based on loans portfolios.

X ™ . All trademarks are the property of their respective owners. All product and company names are trademarks or registered®
Sources. SEC FI|IﬂgS and HSBC US ana|y3|s. PUBLIC trademarks of their respective holders. Use of them does not imply any affiliation with or endorsement by them. 6



Commercial Finance Distribution Shifting to New Gatekeepers
APIl-Enabled, Data-Rich Platforms Emerge as the Preferred Commercial Finance Partner

Opportunities for Embedded Finance Abound

¢ Maturing fintech firms leverage their greater visibility
into real-time customer data to expand their share of

wallet by converging on adjacent areas, as evidenced 90% Core Business CFO Services  Financial Services
=@=_ending FinTech

Market Share of Fintech Originated Loans Expansion of Enterprise Offerings

by platforms originally focused on payments now .
issuing more SMB loans than dedicated lending so% o ayments Fintech INTUIT  @quickbooks Q?ci':il:ira::taal
fintechs, illustrating how data
ot .- . S/4 HANA
and distribution matter more than product origin. 70% w it mp
¢ Highlighting the direct user and data access, ERP and 60% ™\ NETSUITE
accounting platforms, traditionally back-office system- C)C)r"AC'-E = . Not Offered
of-record tools, are leveraging their embedded data 50%
advantage to offer integrated financial services, such N\ 7N\ Partnered
as payments, cash flow management, and lending, 40% workday. workday.
embedded directly into the workflows of platforms Intacct
used by SMBs. 30% SQSG One Partnered
¢ Strategic acquisitions by firms like Stripe (Bridge) and 20% Xero gusto Partnered
FIS (Bond into Atelio) point towards a deliberate push Partnered
toward building full-stack, API-native platforms 10%
designed to power the next generation of embedded Fintechs Preparing for Embedded Commercial Finance
commercial financial services. % - .
. 2018 2021 2024 St"pe + Q Bridge oQtel!v(F% + 22 BOND

X . . All trademarks are the property of their respective owners. All product and company names are trademarks or registered®
Sources. TransUmon, SEC: and HSBC US ana|y3|s. PUBLIC trademarks of their respective holders. Use of them does not imply any affiliation with or endorsement by them. 7



Consumer Finance Disruption Emerges with Embedded Finance
Non-Financial Brands Redefine Distribution and Disintermediate Incumbents

¢ In emerging markets, consumer-facing Super Apps
— from ride-hailing and messaging to food delivery —
have embedded financial services directly into their
platforms, creating seamless access for billions and
leapfrogging traditional financial institutions.*

¢ In developed markets, brands with strong consumer
reach, both physical and digital, are embedding
financial services into their ecosystems. An example of
this trend: Walmart's $300M controlling interest in One
Financial, supported by Ribbit Capital, is set to serve as
a gateway for its 240M+ weekly shoppers to access a
full suite of consumer financial services.

& Recognizing embedded finance as a distribution
paradigm shift, fintechs such as neobank SoFi (through
acquisitions of Galileo and Technisys) are expanding
from a direct consumer finance platform to a licensed
core technology infrastructure provider, joining
Margeta (Power Finance) in offering non-financial
companies the ability to embed consumer finance
products at scale.

*Note: Interested in learning more about technological leapfrogging?
Dive deeper with HSBC Research: Big Tech Singularity
Sources: Company press releases, SEC, Pitchbook and HSBC US analysis.

Opportunities for Embedded Consumer Finance Abound

Int’l Super Apps Demonstrate Embedded Opportunity for Digital Native Apps
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First Digital Disruption Wave Captures Significant Share in Transactions
Size, Experience & Relationships Limited Rapid Share Decline Providing Reaction Time

¢ Inthe Lending, Payments, and Remittance areas
of Financial Services, fintech start-ups were able
to quickly take significant market share from
incumbents by leveraging better consumer
experiences and more aggressive pricing.

¢ In the multi-trillion-dollar categories of Banking,
Insurance and Wealth Management, fintech firms
took nominal share and continue to grow, but
have yet to significantly impact incumbent market
share. However, trading platform disruptors are
seeing recent acceleration on the back of broader
cryptocurrency growth, including the acceptance
of stablecoins as an operational currency.

¢ \While not on par with the consumer usability of
their fintech counterparts, incumbent banks and
insurance companies either launched or acquired
digital front-end systems and lowered pricing to
limit market share erosion in core business areas.

Sources: TransUnion, NAIC, SEC, Pitchbook and HSBC US analysis.
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Al Adoption Accelerating Recovery in Some Fintech Sectors

Uneven Distribution of Al's Impact Across Fintech Verticals

Venture Deals by Subsector with Al Share

& Venture activity has slowed across sectors since

the 2021 Boom, but verticals within fintech that CFO Stack
have shown resilience have done so largely on the 300 - 20% 300
pervasiveness of artificial intelligence within the
subsector. 225 30% 225
& Back-office business process automation and 150 20% 150
arduous insurance paperwork have long been ripe
for disruption, with Al breakthroughs driving 75 10% 75
activity well above historical levels for disruptors
such as Ramp and Tab. Notably, more than 100 g T 2021 Boom oot Two Years . 0° 0
early-stage venture rounds were directed to (2H'20-1H22)  (Q2'23-Q1°29)
address the CFO Stack (e.g. AP, billing) in the past B2B Payments
24 months. 300 40% 300
& Deals within subsectors like Alternative Lending
, o 225 190 30% 225
have cooled with below-average application of Al
technologies. 150 LR 20% 150
101 <=~ - 101
A ez
"
75 10% 75
0 J—-—L 0% 0
2018-2019 2021 Boom Last Two Years
(2H20-1H22) (Q2'23-Q1'25)

Sources: PitchBook and HSBC US analysis. PUBLIC
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Privately Valued Fintech Unicorns Represent a Decade’s Worth of IPOs
Nearly $500B of Private Value Will Seek an Exit at Potentially Compressed Valuations

Billion-Dollar Backlog: Fintech Unicorns vs $1B+ US VC-Backed Tech IPOs

& Venture-backed companies rushed to list in the S

post-pandemic boom of 2021, with high profile
exits for fintech standard bearers Coinbase and $500B . e $4758
Robinhood. More fintech firms listed that year (12)

than the rest of the past decade combined (10).

& The majority of the startup value built in the decade >4008

of maturation for fintech remains in private
companies: 130 venture-backed companies totaling Unicorns
nearly $500B. This would represent nearly a decade $3008B 20/\517”7?2%6122
of IPOs at the average rate for VC-backed tech, and 19% of Total

3 years even at the robust pace set by 2021

fintechs. $200B $1778B
$1508B

US Unicorns

¢ Fintech debuts anticipated in Q2 2025, eToro and
Chime, may prove out demand is strong enough for Ulilaes
the best-positioned unicorns to find their exit. $1008 Minted

S468 Prior to 2020
. . . 5375 $308
& Stripe, the largest by far, has remained private by $18B $18B

$198
providing limited liquidity to existing shareholders sop i 1 [ - [
through secondary transactions.

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 (3195 US Fintech
Unicorns

W

Note: Data through March 31, 2025.

. D . All trademarks are the property of their respective owners. All product and company names are trademarks or registered®
SOUFCGS. PitchBook and HSBC US ana|y5|s. PUBLIC trademarks of their respective holders. Use of them does not imply any affiliation with or endorsement by them. 1 3



Fintech Exits Skew Toward Highest Valuation Outcomes Through Public Listings
Fewer Strategic Acquisitions and PE Buyouts Compared to Venture Exits at Large

Fintech’s Share of Total Venture Activity & Exits by Type: 2020-Q1'25

¢ Fintech firms have made an outsized splash for the 20%
venture-backed IPO market over the last five years 20%
compared to their deal share. 20% of Recent

VC-Backed IPOs

¢ The path to an IPO may not be the clearest, are Fintech Firms

but could be the only option for many of the
backlogged fintech unicorns. Public listings
represent 62% of billion-dollar exits in the space
compared to 47% for the rest of tech.

16%
15%

¢ Notable fintech unicorns from representing 10%
$14B+ in equity capital raised are exploring public
listings, including Klarna (filed F-1 but pulled), Circle
(filed S-1), Chime (filed S-1), and Navan
and Ethos (hired underwriters). 59

& \While enterprise software or CPG startups make
attractive bolt-on acquisitions, fintech represents
just 6% of such exits — less than half its 16% share

: 0%
of all venture funding rounds.

Venture S100M-$1B S100M-$1B IPO &

Funding Acquisition PE Buyout Direct Listing

Sources: PitchBook and HSBC US analysis. PUBLIC 14
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HSBC Innovation Banking

We empower forward-thinkers and future-makers to leave their limits behind and share their vision with the world.

~O~ OO
qe =>
Deep industry expertise Ecosystem connections Dedicated client service team
Our dedicated sector experts possess in- Established relationships enable us to connect you We move quickly and with assurance, so you can
depth knowledge of the technology, life to new opportunities. We can help you fuel growth act on decisions and seize the opportunities in a
science and healthcare economies. through venture capital and corporate investors, fast-moving market

industry influencers, customers, and global
opportunities.

The right solution, right now How we can help

Staying on top of dynamic markets requires a different approach that goes Manage all your firm’s capital needs Banking solutions for

beyond out-of-the-box offerings. We partner with you to anticipate your « Capital Call Lines of Credit - Individually management & fund entities

neegf_ and tal«le fast, flexible action that empowers you to set even more tailored revolving facility to bridge and aggregate ~ ° Commercial Banking
ambitious goals.

capital calls  Liquidity Solutions
* General Partner (GP) Co-Investment * Global Payments

Where can you find us? Facilities - Providing liquidity to managers to + Foreign Exchange
HSBC Innovation Banking has over 900 expand _their co-ir)vegt Community or where » 24/7 Online Banking
nevEten-cedlesiad rerEEs 4 succession planning is taking place
on teams across the globe, and have a B P * Fund Guaranteed Loans - Provide the fund’s S&P Outlook: Stable
formal presence across the US, UK, ) . ) Portfolio Companies (PortCos) with access to AA-
Sweden, Denmark, Israel and capital in lieu of debt at PortCo level
Hong Kong.  Management company working capital Aa3

lines — tailored lines to meet the operational

needs at management company level A+

Learn more: innovationbanking.hsbc

PUBLIC 16



Stay Connected to HSBC Global Research

Click and scan to see our latest views on your smart phone

<>

The Macro Brief

Get weekly updates on key macro
issues influencing developed and
emerging markets around the world

& App store

HSBC
Global Research

GETITON
b Google Play

Talking Points

Your bitesize roundup of the best Global
Research reports covering our nine key
themes

PUBLIC

p— ‘v’ HSBC
T LAY Global Research

Latest Our Picks Nine Themes

HSBC House Views

Our key economic forecasts

Mobile App

See our latest key reports, videos and
podcasts, or search across the full depth
of Global Research on your device
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How and where to plug into our resources

We have various products available for clients as well as non-clients. To get started follow these five easy steps

Avallable to clients

Download the HSBC Global Research app
From Apple's App Store or Google Play. The
app features topical and timely curated
reports, multimedia and upcoming events

Log on to the Global Research website e
g To access all reports and videos log on ‘.0.‘
to research.hsbc.com Al A

V.4
" /.\ -:. '

d ~\ I\

‘X HSBC
Global Research PUBLIC

Available to All

Connect with Global Research on LinkedIn
Search for and follow #hsbcresearch.
Reports and live events are free-to-view and
can be easily shared with contacts

Live Insights
Join our events or watch replays. They are
free to view and cover key topical themes

Follow and listen
Available on Apple and Spotify platforms, just
search for ‘'HSBC Global Viewpoint’
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DISCLOSURES & DISCLAIMERS

This material has been prepared and provided to you by members of the Commercial Corporate Banking business of HSBC Bank USA, N.A. (“HBUS" or “we”). HSBC Innovation Banking is a business division with
services provided in the United States by HBUS. Materials are being provided to you in connection with an actual or potential mandate or engagement and may not be used or relied upon by any other person or for
any purpose other than as specifically contemplated by a written agreement with the issuer. We will not be liable for any liabilities arising under or in connection with the use of, or any reliance on, this document or
the information contained within it. It is not intended as an offer or solicitation for business to anyone in any jurisdiction. Distribution is restricted to the United States.

Information is for discussion purposes only. Presentment to you does not constitute in whole or in part, any commitment to extend or arrange credit, or underwrite, subscribe for or place any securities, or provide any
other product or service in any jurisdiction. This document does not constitute an offer or solicitation for, or advice that you should enter into, the purchase or sale of any security, commodity, or other investment
product or investment agreement, or any other contract, agreement, or structure whatsoever. Materials have been prepared without regard to your particular need, investment objectives, financial situation, or means.
This document shall not be regarded as creating any form of adviser/client relationship, and HSBC may only be regarded by you as acting on your behalf as a financial adviser or otherwise following the execution of
an engagement letter on mutually satisfactory terms.

This information is intended for your sole use, and not for general distribution. You are permitted to store, display, analyze, modify, reformat, and print the information for your own use. You are not permitted to
publish, distribute, disclose, transmit, or otherwise reproduce this information, in whole or in part, in any format, to any third party without our expressed written consent.

We do not provide tax, accounting, or legal advice. Accordingly, you should seek advice based on your particular circumstances from your independent advisors. All United States persons (including entities) are
subject to U.S. taxation on their worldwide income and may be subject to tax and other filing obligations with respect to their U.S. and non-U.S. accounts. Any discussion of U.S. tax matters contained herein is not
intended or written to be used, and cannot be used in connection with the promotion, marketing or recommendation of avoiding U.S. taxes.

Any information contained in this material is not and should not be regarded as investment research, debt research, or derivatives research for the purposes of the rules of the Financial Conduct Authority, the SEC,
FINRA, the CFTC or any other relevant regulatory body. It has not been prepared in accordance with regulatory requirements to promote the independence of investment research. Any opinions in this material are the
opinions of the author and may be changed at any time without notice. Opinions expressed in this material may differ from the opinions expressed by other divisions of the HSBC Group, including its research
department and corresponding research reports.

This material contains information relating to third parties. The information does not constitute any form of endorsement by these third parties of the products and/or services provided by HSBC or any form of
cooperation between HSBC and the respective third parties. All trademarks are the property of their respective owners.

All product and company names are trademarks or registered® trademarks of their respective holders. Use of them does not imply any affiliation with or endorsement by them.

Financial instruments described herein may not be suitable for everyone. You should not act upon the information contained in this document without consulting your business advisor, attorney, tax and accounting
advisors. This material should not support the primary basis for investment or hedging decisions made.

The Information contained herein is not meant to be comprehensive. Information is derived from sources believed to be reliable but not independently verified. HSBC and third-party contributors do not undertake, and
are under no obligation, to provide any additional information, to update this document, to correct any inaccuracies or to remedy any errors or omissions. Under no circumstances will HSBC or the third-party
contributor be liable for (i) the accuracy or sufficiency of this document or of any information, statement, assumption or projection contained in this document or any other written or oral information provided in
connection with the same, or (ii) any loss or damage (whether direct, indirect, consequential or other) arising out of reliance upon this document and the information contained within it.

© HSBC Bank USA, N.A. 2025 ALL RIGHTS RESERVED. Member FDIC
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