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The information in this Presentation is given in confidence and this Presentation and its contents may not be reproduced or redistributed, forwarded or disclosed to any other persons, save on a 

confidential and need to know basis to any recipient’s advisers.

This Presentation has been prepared, and is being issued, by or on behalf of the Client and its owners and management solely for use by the recipient for the limited purpose of evaluating the Client 

business set out herein and deciding whether to engage in discussions with the Client and other interested parties relating to the Client.

The information in this Presentation, which does not purport to be comprehensive, has not been independently verified nor has it been reviewed by an Authorised Person. While this information has 

been prepared in good faith, no representation or warranty, express or implied, is, or will be, made as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of 

the information or opinions contained herein. 

The Client is under no obligation to update or keep current the information contained in this Presentation, or to provide the recipient with access to any additional information or to update the same, or 

to correct any inaccuracies herein which may become apparent. None of the Client, its owners, management or any of their respective officers, employees, agents, affiliates, advisers or 

representatives shall have any responsibility or liability whatsoever (in negligence or otherwise) for any loss whatsoever arising from any use of this Presentation or its contents or any other written or 

oral information, notice or document supplied or otherwise made available to any recipient or its advisers, and any such liability is expressly disclaimed. In particular, but without prejudice to the 

generality of the foregoing, no representation, warranty, assurance or undertaking is given as to the achievement or reasonableness of any future projections, management estimates, forecasts, 

prospects or returns contained in this Presentation, or in such other information, notice or document.

This Presentation does not constitute an offer or invitation for the sale or purchase of securities in the Client, or any business or any assets described in it, and does not constitute any 

form of commitment or recommendation by or on behalf of the Client, its owners, management, or any of them. This Presentation does not represent the document on the basis, or with 

the aid, of which any investment decision may be taken. Any interested party will need to carry out its own investigations and further analysis of The Client, its group and all aspects of 

the business and on the completeness and accuracy of the data contained in this Presentation.

This Presentation is being distributed on the basis that each person in the UK to whom it is issued is reasonably believed to be such a person as is described in Article 19 (Investment professionals), 

Article 48 (High Ney Worth Individuals), Article 49 (High net worth companies, unincorporated associations etc.), Article 50 (sophisticated investors) or Article 50A (self-certified sophisticated investors) 

of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, or is a person to whom this Presentation may otherwise lawfully be distributed (all such persons being referred to as 

relevant persons). This Presentation is only directed at relevant persons. Solicitations resulting from this Presentation will only be responded to if the person concerned is a relevant person. Other 

persons should not rely or act upon this Presentation or any of its contents.

Recipients of this Presentation in jurisdictions outside the UK should inform themselves about and observe any applicable legal requirements in their jurisdiction. In particular, the distribution of this 

Presentation in certain jurisdictions may be restricted by law and, accordingly, recipients of this Presentation represent that they are able to receive it without contravening any unfulfilled registration 

requirements or other legal restrictions of the jurisdiction in which they reside or conduct business. None of the Client, its owners, management or any of their respective officers, employees, agents, 

affiliates, advisers or representatives accepts any liability to any person in relation to the distribution or possession of the Presentation in, or from, any jurisdiction. 

This Presentation does not constitute an offer to sell or an invitation to purchase securities in The Client in any jurisdiction.

By accepting this Presentation, the recipient agrees to be bound by the foregoing limitations.

AG STRATEGY & PARTNERS Limited is a private limited company incorporated with company number 10749853 in registrar of companies of England & Wales, United Kingdom.

In the UK, AG STRATEGY & PARTNERS Limited operates on its own name, in collaboration with other Partner companies within the professional services consulting space.
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Context – Financial Services Industry Disruption

▪ Over the last 10 years, the banking industry has experienced a plethora of disruption, initially driven by Vertical FinTechs and

Neobanks, some of them launched by incumbents

▪ Vertical FinTechs, Banks and Neobanks, facilitated by Open Banking Enablers, have evolved into different aggregations

Payments & Data Innovation

▪ Speed & data infrastructure innovation forces banks to drastically update legacy payment engines and core banking systems

▪ PSD2 and Open Banking mean an end to banks’ monopoly on data, opening access to authorised 3rd party service providers

▪ The competitive landscape to capture ‘End user’ payments has developed from BaaS / BaaP offerings to Marketplace Digital

Banks, reaching a cusp of digital product integration

▪ As a result, payment product is rapidly evolving both for B2C and B2B: in the short term, from ‘Traditional Pay’, ‘Fast Pay’ to

‘Easy Pay’, in the not so distant future to fully ‘Invisible Pay’

Embedded Finance

▪ BaaS/Open Banking become the enablers of Embedded Finance, within corporate brands’ curated experiences, in a ‘next

horizon’ for B2B2C and later also for B2B2B

▪ Embedded Finance could reach, conservatively, $1 Tr. revenue pool by 2030 between Europe and the US

▪ Consumers are willing to use financial services from retailers’ online stores and willing to share financial information in pursuit

of a better offer

▪ Corporates are willing to use open banking ecosystems to gain innovative services and reach more clients and partners

▪ Embedded Finance will develop along the continuum of Value-added Services, financial and non-financial, with a different mix

of focus between large vs small/medium businesses…

▪ … but it requires a profound ‘mindset shift’ from Traditional Financial Services

Disruption is moving from FinTech via BaaS to Embedded Finance 
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▪ Context: Financial Services Industry Disruption

▪ Payments & Data Innovation

▪ Embedded Finance
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Sources: “The Rise of the Challenger Banks” (FT Partners; Jan.20); own analysis

Over the last 10 years, the banking industry has experienced a plethora of disruption, initially 

driven by Vertical FinTechs and Neobanks, some of them launched by incumbents

Neobanks by Incumbent Banks

Vertical FinTechs and Neobanks

CONTEXT – FINANCIAL SERVICES INDUSTRY DISRUPTION (1/2)
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Sources: “FinTech – Food for Thought” (AG Strategy & Partners; Sep.17); “The New FinTech Bank” (Apr.16; Chris Skinner)

▪ Monoline product proposition 

▪ Full digital business models

▪ Very agile culture

▪ “Early-adopter” customers

▪ Expensive customer 

acquisition, difficult to scale

▪ No banking license (i.e. no 

deposits)

▪ Multiproduct propositions

▪ Full digital business models 

Very agile culture

▪ Banking license (i.e. deposits)

▪ “Early-adopter” customers

▪ Easier customer acquisition 

via single interface

▪ Expensive customer 

acquisition, difficult to scale

1 31. Bank-FinTech / FinTech-FinTech Partnership

▪ Alliance-based, revenue-oriented association

2. FinTech Platforms

▪ Large FinTechs expanding its own product range

3. Mobile/Online-only Marketplace Digital Bank

▪ Banking license, own C/As, 3rd-party FinTech for other products

4. Mobile/Online-only Digital Bank

▪ Banking license, own branded products

▪ Open APIs: interconnecting software (i.e. PSD2 for payments)

▪ Cloud: ubiquitous access to data (i.e. AWS, Microsoft Azure)

▪ BaaS (Banking as a Service): private/white-label banking 

software solutions (i.e. The Bankcorp, Matchmove…)

▪ BaaP (Banking as a Platform): supports other FinTechs with 

open APIs and BaaS, plus banking license (i.e. Solarisbank)

Open Banking Enablers
4

2
▪ Large Banks: “own” the customer; banking license; brand; huge 

legacy non-digital platform; cumbersome culture

▪ Challenger Banks: “attractive” to customers; banking license; 

gaining trust; newer non-digital platform; nimble size & culture

Incumbent Banks

Vertical FinTechs Neobanks

Strength

Neutral 

Weakness

Enabler

Vertical FinTechs, Banks and Neobanks, facilitated by Open Banking Enablers, have evolved into 

different aggregations

CONTEXT – FINANCIAL SERVICES INDUSTRY DISRUPTION (2/2)
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▪ Context: Financial Services Industry Disruption

▪ Payments & Data Innovation

▪ Embedded Finance
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PAYMENTS & DATA INNOVATION – CORE INFRASTRUCTURE (1/4)

1. 2019-18 growth; 2. Refer to Appendix 3

Sources: “Real-Time Payments Modernization” (ACI Universal Payments; 2020); own analysis

Speed & data infrastructure innovation forces banks to drastically update legacy payment 

engines and core banking systems

Domestic Faster Payments 
(eCAGR, %)

ISO 20022
(Arriving in Nov. 2022)

SWIFT gpi
($77Tr, +75% 2018-19)

UK (1)

19%

Legacy Core Banking & Payment Infrastructure - Main Challenges

▪ Legacy payment engine

&

▪ Decades-old core banking 

system

▪ Higher faster payments volumes 

create serious strain

▪ Higher volume increases costs from 

expensive contracts of core systems

▪ No 24/7/365

▪ Cannot process all relevant standards (e.g. 

ISO 8583 for UK Faster Payments)

▪ Need to adapt to include ISO 20022 by 

deadline (Nov.22)

New Payments Architecture (NPA) 
(Arriving in 2024)2

Pay.UK’s 24/7 Real Time clearing system for low 

value payments to substitute BACS and Faster 

Payments
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PSD2 and Open Banking mean an end to banks’ monopoly on data, opening access to 

authorised 3rd party service providers

Sources: “Open For Business” (Accenture; Jun.18); own analysis

From Traditional Bank to Open Bank
▪ Payment Service 

Directive 2 (PSD2)

became effective in the 

UK and EU in 

Jan.2018, forcing 

traditional banks to 

provide access to 

authorised 3rd parties to 

their customers data 

and/or to instruct 

payments on 

customers’ behalf

▪ Open Banking is 

enabled by the banks’ 

development of 

Application 

Programming 

Interface (APIs) 

software for the usage 

of 3rd party developers

PAYMENTS & DATA INNOVATION – OPEN BANKING REGULATION (2/4)
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The competitive landscape to capture ‘End user’ payments has developed from BaaS / BaaP 

offerings to Marketplace Digital Banks, reaching a cusp of digital product integration

Sources: “Railsbank will acquire WCS” (Business Intelligence; Sep.20); own analysis

B2B2C Payments - Competitive Landscape

▪ BaaS clients own the ‘End 

user’ relationship and focus 

on the upstream open 

banking overlay services, 

while BaaS providers focus 

on the downstream digital 

platform

▪ BaaS/BaaP providers do 

not compete with BaaS 

clients for the ‘End user’ 

relationship

▪ Marketplace Digital Banks 

are BaaP providers to BaaS 

clients, but they as well 

compete for the ‘End user’ 

with own and 3rd party 

financial productsBanking as a Platform (BaaP): 

BaaS with banking license

Marketplace Digital Bank: BaaP

partnering with 3rd party FinTechs

to offer their financial products

Consumers SMEs Corporates

PAYMENTS & DATA INNOVATION – BANKING AS A SERVICE / PLATFORM (3/4)

https://i.insider.com/5dbc878e2f364a2b720f8745
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As a result, payment product is rapidly evolving both for B2C and B2B: in the short term, from 

‘Traditional Pay’, ‘Fast Pay’ to ‘Easy Pay’, in the not so distant future to fully ‘Invisible Pay’

Sources: “Global Payments Report 2020” (CapGemini; Sep.20); own analysis

B2C & B2B Payment 

Product Landscape

PAYMENTS & DATA INNOVATION – FUTURE OF B2C & B2B PAYMENTS (4/4)
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▪ Context: Financial Services Industry Disruption

▪ Payments & Data Innovation

▪ Embedded Finance



CONFIDENTIAL – © 2015-22 AG STRATEGY& PARTNERS LTD.

13Note: Customer’s Hardware (i.e. mobile, laptop); Corporate’s Software (i.e. e-commerce or mobile portal)

Sources: “Demystifying Embedded Finance: Promise and Peril for Banks and Processors” (Openway and Celent; Apr. 21); own analysis

BaaS/Open Banking become the enablers of Embedded Finance, within corporate brands’ 

curated experiences, in a ‘next horizon’ for B2B2C and later also for B2B2B

EMBEDDED FINANCE – THE ‘ULTIMATE GAME’ (1/6)

Financial Services – Established vs New Models

Banking as a Service

Corporate

Embedded Finance

1. B2B2C

2. B2B2B

‘Next Horizon’ Opportunity:

B2B2C Embedded Finance

1. Embedded Finance could reach, 

conservatively, $1 Tr. revenue pool by 

2030 between Europe and the US 

2. Consumers are willing to use 

financial services from retailers’ online 

stores and willing to share financial 

information in pursuit of a better offer

3. Corporates are willing to use an open 

banking ecosystem to gain innovative 

banking services, and to reach more 

clients and partners

4. Value-added Services will develop 

along the continuum of FS & non-FS 

products with a different mix of focus 

between large companies vs SMEs

5. Mindset shift is the key success 

factor in Embedded Finance
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Sources: “FinTech – The Fourth Platform (Part Two)” (Forbes; Nov. 19); “When Brands Become Banks” (SolarisBank and Handelsblatt Research Institute; Dec.21)

Embedded Finance could reach, conservatively, $1 Tr. revenue pool by 2030 between Europe 

and the US

EMBEDDED FINANCE – THE PRIZE (2/6)

Embedded Finance – Europe

Revenues & Growth (€bn; e2025) Market Cap. & Revenues ($bn; e2030)

Assumptions of move to 

Embedded Finance

▪ 40% of payments

▪ 20% of lending and insurance

Embedded Finance – US

€22.5 €227.8

$720

Revenues
@ x5 Price / 

Revenue ratio

59

1
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Survey – German Market1

1. SolarisBank (survey by YouGov Deutschland: N=2,039 people, online stores=21, Feb.21; 2. NPS benchmarks; 3. Bain & Co (by Salesforce and Matriz/CX: N=+4,000 customers) 

Sources: “When Brands Become Banks” (SolarisBank and Handelsblatt Research Institute; Dec.21); “The Rise of the Challenger Banks” (FT Partners; Jan.20); own analysis

Consumers are willing to use financial services from retailers’ online stores and willing to share 

financial information in pursuit of a better offer

EMBEDDED FINANCE – CONSUMERS’ DRIVERS (3/6)

Survey – UK Market3

63% of customers with current account were willing to 

share financial information with a competing bank, FinTech 

company or aggregator in pursuit of a better offer

▪ “High Risk” group characterized to be younger than 55 

years of age with annual household income above £55k

2
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Open Banking Business Survey1

What are the most significant benefits to your organization of using an Open Banking Ecosystem platform? (%)

Open Banking 

preferences

Large 

Corporates

SMEs

Prefer joining Open 

Banking with banks

72% 65%

Prefer joining Open 

Banking with our bank

69% 60%

Top-3 areas to improve 

with Open Banking

Finance (24%)

Payments (22%)

Treas. mgt. (18%)

Payments (25%)

Cash mgt. (21%)

Finance (18%)

Satisfied with current 

ERP for bkg./payments

51% 39%

Large Corporates vs SMEs Preferences

Create a 360-view of the client

▪ Richer insight based on bank account aggregation, leveraging it to 

enhance credit scoring & pricing

1

Monetize APIs via revenue-sharing Ecosystems

▪ Look for network scale and mutual cross-selling by partnering with 

ERP providers and FinTechs for joint offering via: channel (e.g. 

CitiConnect), product (e.g. Bunq’s volumetric-priced SEPA payments) 

or data (e.g. Sterling Bank’s marketplace)

2

3 Leverage BaaS

▪ SMEs: use data to anticipate needs bringing the right offer from 

service providers (e.g. Xero)

▪ Large Corps.: partner with their ERP to bring bespoke bkg. solutions to 

specific needs

Note: Open Banking is a proxy for BaaS / Embedded Finance (ref. next page for a holistic framework)

1. Accenture (global survey: N=660, 50:50 Large Corporations vs SMEs; Europe: UK, France, Germany, Italy, Sweden and Austria; 2018)

Sources: “It’s Now Open Banking” (Accenture; 2018); own analysis

Corporates are willing to use open banking ecosystems to gain innovative services and reach 

more clients and partners

EMBEDDED FINANCE – CORPORATES’ DRIVERS (4/6)3
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Sources: “The 2020 McKinsey Global Payments Report” (McKinsey & Co; Oct.2020); own analysis

Embedded Finance will develop along the continuum of Value-added Services, financial and 

non-financial, with a different mix of focus between large vs small/medium businesses,…

Value-added Services (VAS) Revenues – Merchant Service Providers (2019; $m)

Large

Small/Medium

EXAMPLE

Focus on Large for Data 

Analytics, Fraud and 

Enhanced Payments

EMBEDDED FINANCE – VALUE-ADDED SERVICES (5/6)

Focus on Small/Medium 

for Financing and

Enhanced Payments

4
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About

CLIENTS

About 

VALUE

About

TECHNOLOGY

• Consumers (Retail Bkg.) … B2C

• Companies (Whls/Corp/Comm. Bkg.) … B2B

• To serve Financial Needs of Consumers / 

Companies 
(borrowing, saving, investing, transacting…)

• To be an Enabling Infrastructure
(for bringing VALUE to CLIENTS)

• Companies & (their) Consumers … B2B2C

• To enhance the Value Exchanged between 

Companies & Consumers … via … 

(products/services vs acquisition power/data)

• To be a Strategic Shaper 

(for bringing VALUE to CLIENTS) … via …

FROM (Traditional Financial Services) TO (Embedded Financial Services)

+

+

+

About

DATA
• To be protected securely

• To put in VALUE for CLIENTS

(with their authorization) … via …
+

IN
N

O
V

A
T

IO
N

18
Sources: own analysis

… but it requires a profound ‘mindset shift’ from Traditional Financial Services

EMBEDDED FINANCE – MINDSET SHIFT (6/6)5
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LONDON

UK +44 (0) 777 5544 818

angel.gavieiro@ag-strategy.com


