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Executive Summary

The US Banking & Financial Services sector faces a transformative inflection point in 2026, characterized by simultaneous consolidation among incumbents and
disruptive entry by fintech-native competitors gaining bank charters. The industry operates at a colossal $1.6+ trillion scale, yet faces structural bifurcation:
traditional retail banking ($3.88T) grows at 7% CAGR while fintech platforms ($130-165B, representing 32% of global fintech activity) accelerate at 15%+ CAGR,
with embedded finance emerging as the dominant growth vector at $7+ trillion in transaction volume—crossing the 10% penetration threshold of total US financial
activity by 2026. The regulatory environment has shifted decisively: 11 fintech firms (Circle, Ripple, Paxos, BitGo, Fidelity Digital Assets, and others) secured
conditional approval for national trust bank charters in an 83-day window, signaling that the competitive boundary between traditional and digital-native banking is
dissolving.

Investment flows validate this structural transformation. Traditional bank M&A reached a 7-year high at $190 billion across 179 deals in 2025 (129% increase YoY),
while fintech M&A surged 108% to $64 billion, indicating that scale and capability consolidation have become survival imperatives for both incumbents and
challengers. Digital asset investments nearly doubled from $11.2B to $19.1B, while Al-focused fintech captured 14.5% of all venture investment—signaling capital
reallocation toward infrastructure-first platforms and Al-driven automation rather than consumer-facing apps. The paradox of profitability persists: despite robust
revenue growth, neobanks (capturing 40% of new account openings and 28-29% of US consumer adoption) remain unprofitable at scale, while incumbent banks
face margin compression from 3.1% (2023) to projected 2.7% by 2030—driving strategic urgency around embedded finance expansion, cost-reduction through Al
operationalization, and stablecoin/tokenization infrastructure development.

Consumer behavior is fragmenting along generational lines: 92% of Gen Z prefer mobile banking and actively seek lowest-cost providers, while 68% of US
consumers are financially unhealthy and pessimistic about 2026. Compliance and cybersecurity costs continue escalating—financial crime surged to 43% YoY,
deepfake voice fraud rose 243%, and Al-enabled synthetic identity theft generated $262M+ in losses. The sector's competitive landscape is reshaping around three
tiers: mega-cap incumbents (JPMorgan at $4.4T assets, Big Four holding ~$10T of ~$15T for top-15 banks) consolidating through M&A; infrastructure-first platforms
(embedded finance enablers, BaaS providers, real-time payment rails) capturing increasing value; and fintech-native specialists (now charter-eligible) disrupting
specific segments. The window for strategic repositioning through M&A remains open in 2026-2027 with regulatory approval timelines compressed to 3-6 months,
but will likely narrow as political dynamics shift post-election. Banks must operationalize productive Al by 2027, establish clear stablecoin custody/processing
strategies by Q3 2026, and build embedded finance/BaaS platforms to avoid a structural 4-9 percentage point ROTE decline by 2030.

Regulatory tailwinds on M&A and fintech charters contrast sharply with tightening oversight of stablecoins and digital assets—the GENIUS Act's July 2026 deadline
for comprehensive stablecoin regulation creates both deposit-migration risk (>$1T potential) and revenue opportunity ($500B-$1T) for banks capturing custody
and processing roles. The industry trajectory diverges sharply by strategic posture: Al leaders and embedded-finance pioneers positioned for +$5-10B profit uplift
annually by 2030; slow movers facing margin compression and market-share loss to specialized platforms. The critical success factors through 2030 are speed of Al
operationalization (production deployment >50% of processes by 2027), embedded finance/BaaS platform adoption (2-5x CLV uplift vs. traditional models), and
regulatory clarity on stablecoins and fintech charters—all achievable within the current 24-month regulatory window but requiring decisive capital allocation and
operational discipline.
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01 - INDUSTRY MARKET SIZE & TAM

US Banking & Financial Services Market Size

$1.6T+ revenue with fintech capturing $130-1658B

Market Sizing CAGR

- =

$130-165B $3.88T

$1.6T
US BANKING MARKET SIZE FINTECH SECTOR (US) RETAIL BANKING ASSETS
A +9.4% A +15.2% A +7.0%

US Banking Market Size Cascade 2026

North American Share _ $12.0K

US Banking & Financial . $1.6K

Traditional Retail Banking - $3.9K

Commercial Banking ' $765

[ EXECUTIVE INSIGHT

T

4

- =

$7T+ $38.6T

$765.5B
COMMERCIAL BANKING REVENUE EMBEDDED FINANCE VOLUME GLOBAL FINANCIAL MARKET
A +9.4% A +106% A +7.3%

» ANALYSIS

The US Banking and Financial Services industry represents a $1.6+ trillion market with deep structural
segmentation. Commercial banking alone generates $765.53 billion in revenue, while retail banking comprises
$3.88 trillion in assets growing at 7% CAGR. The broader financial services sector is valued at $38.58 trillion
globally with 7.3% CAGR through 2030. US fintech specifically represents $130-165 billion in revenue (32% of
global fintech share), segmented across digital payments ($75-80B), neobanking ($10-15B), lending fintech ($15-
20B), investment tech ($8-12B), and insurtech/infrastructure ($20-25B). Payment processing markets $71.15B
globally with the US capturing $57.04 billion, while embedded finance platforms have grown from $2.6 trillion in
transaction value (2021) to $7+ trillion by 2026.

& KEY INSIGHTS

e Prioritize embedded finance platform development—$7+ trillion transaction value represents 10% of all US
financial activity and fastest-growing distribution channel.

e Monitor fintech sector growth (15%+ CAGR) against traditional banking (7-9% CAGR) to identify where market
share is shifting.

e Invest in real-time payment infrastructure—payment processing segment growing 24% CAGR with FedNow/RTP
adoption accelerating across 2,600+ institutions.

e Consider geographic expansion into emerging fintech hubs—Austin, Miami, Chicago showing 30%+ YoY startup
formation growth.

e Leverage capital reserve advantage—$250B+ excess capital among top-20 banks enables strategic M&A or
platform buildout.

The $1.6T US banking market is fragmenting into two growth regimes: traditional banking at 7% CAGR versus fintech infrastructure at 15%+ CAGR, with embedded finance ($7T+ transaction volume) as the dominant

structural shift reshaping financial distribution.

Sources: [1] Mordor Intelligence (2026). "US Commercial Banking Industry - Market Size, Analysis, Overview & Trends, 2031"; [2] Expert Market Research (2026). "U.S. Financial Services Market Size, Share & Growth, 2035"; [3] Mordor Intelligence (2026). "US Fintech Market Trends - Size, Share &

Industry Analysis"; [4] Research and Markets (2026). "Financial Services Market Report 2026"; [5] Bain & Company (2026). "Embedded Finance Report: Thriving in the New Value Chain"; [6] IBISWorld (2026). "Commercial Banking in the US Industry Analysis, 2026"
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02 - INDUSTRY SEGMENTATION & STRUCTURE

Sub-segments Concentration Business Mix

Banking Industry Segmentation & Competitive Structure
High concentration in deposits (top-5 hold 57% of assets) versus fragmented fintech (13,100+ firms)

4,336 56.95% 13,100+ 28-29% $48.51B $7.0T+

FDIC-INSURED INSTITUTIONS TOP-5 ASSET CONCENTRATION FINTECH FIRMS (US) NEOBANK PENETRATION NEOBANK MARKET SIZE EMBEDDED FINANCE VOLUME

v -3.1% A Stable A +8.2% A +4.5% A +60.6% A +10%+ CAGR

4
US Fintech Market Segmentation by Revenue 2026 » ANALYSIS

The US banking industry exhibits simultaneous concentration and fragmentation. Traditional banking is dominated
by the Big Four (JPMorgan, Bank of America, Wells Fargo, Citigroup) holding ~$10T of ~$14.97T in total assets
among top-15 banks, with HHI concentration indices well below moderation thresholds (617 for assets, 580 for
deposits, 523 for loans). However, neobanks have achieved mainstream penetration: 28-29% of US consumers
use neobanks as primary relationship or have accounts, capturing 40% of all new account openings despite
representing only $48.5B market size. Digital payments dominate fintech at 46.78% market share, while
neobanking grows fastest at 21.05% CAGR through 2031. Embedded finance represents a structural bifurcation
point—$7T+ transaction value flowing through third-party platforms, fragmenting traditional bank distribution.

& KEY INSIGHTS

Insurtech & Infrastructure Lending Fintech . ) ) o ] )
16.2% 12.5% e Consider charter-based consolidation strategy—bank charter applications from fintech (14 in 2025 vs. <4
historically) reshape competitive boundaries by enabling crypto/fintech firms to compete as regulated banking
institutions.

e Invest in embedded finance partnerships—$7T+ transaction value and 15.8% global CAGR indicate structural
market share migration from traditional banking channels to platform-based distribution.

e Monitor neobank profitability dynamics—despite 28% consumer adoption and 40% of new account share,
neobanks remain unprofitable at scale; acquisition consolidation likely through 2027.

e Prioritize payment infrastructure capabilities—digital payments (46.78% market share) remain mature and
competitive; real-time payment adoption (FedNow, RTP) critical for competitive positioning.

e Develop multi-segment strategy—traditional banking consolidation + fintech platform expansion + embedded
finance partnerships = barbell market structure through 2030.

Digital Payments

55.1%

[0 COMPARATIVE DATA

SEGMENT MARKET SIZE GROWTH RATE KEY PLAYERS TREND
Neog.aslg/‘l’(ing |nve5t7n.1:(£t Tech Digital Payments $75-80B Mature 5-8% Stripe, PayPal, Square Consolidation
Neobanking $48.5B 21.05% CAGR Chime, SoFi, Varo Profitability Crisis
Lending Fintech $15-20B 15%+ CAGR Upstart, LendingClub Growth
Embedded Finance $7.0T volume 15.8% CAGR Toast, Shopify, Square Rapid Expansion
Bancassurance $50.6B 4.20% CAGR Bank-Insurance Combos Steady Growth

[ EXECUTIVE INSIGHT

The US banking industry is fragmenting into a barbell structure: mega-cap incumbents consolidating through M&A versus distributed fintech ecosystems (13,100+ firms, 28% neobank adoption) and embedded finance
platforms capturing increasing transaction volume—creating three-tier competitive dynamic where scale matters for traditional banking and specialization matters for fintech platforms.

Sources: [1] FDIC (2026). "Quarterly Banking Profile Fourth Quarter 2025"; [2] WalletHub (2026). "Bank Market Share by Deposits & Assets (2026)"; [3] Simon-Kucher (2025). "Neobanking in the United States: Acceleration amid uneven ground"; [4] Grand View Research (2026). "Neobanking Market
Sized & Share | Industry Report, 2033"; [5] DemandSage (2026). "FinTech Statistics 2026 - Companies & Adoptions Rates"; [6] OCC (2026). "OCC Conditionally Approves Five National Trust Bank Charter Applications"
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03 - GROWTH DRIVERS & MARKET DYNAMICS

Growth Drivers vs Inhibitors in Banking & Fintech

Embedded finance and Al-powered risk management accelerating; neobank profitability and macro headwinds constraining

”~ =

Drivers Inhibitors Impact Factors

- o~ -

Embedded Finance 4 of 50 banks +129% YoY $50B+ annually <15% profitable Critical

#1 GROWTH DRIVER Al ROl REALIZATION M&A ACTIVITY GROWTH REGULATORY BURDEN NEOBANK PROFITABILITY CYBERSECURITY THREAT LEVEL

A $7T+ volume Vv -92% A $190B value VvV +5-7% Vv -85% V¥ +33% concern

4

Growth Drivers Ranked by Impact Magnitude » ANALYSIS

The US banking and fintech sector experiences bifurcated growth dynamics. Primary accelerators include
embedded finance transaction volume growth from $2.6T (2021) to $7+ trillion (2026), representing 106% growth
in consumer payments and 271% in B2B payments, enabling market penetration by vertical SaaS platforms. Al/ML
productivity gains in investment banking (27% improvement) and generative Al market growth (23.7% CAGR)
drive cost reduction and revenue enhancement opportunities, while real-time payment infrastructure (FedNow
scaling 1,200% YoY, RTP at $246B annual value) creates new competitive advantage for early adopters. M&A
acceleration (179 deals, $190B value in 2025) and bank charter approvals (11 fintech firms approved in 83 days)
signal capital reallocation toward scale and capability consolidation. However, structural inhibitors constrain
profitability: neobank profitability crisis despite 28% market adoption, rising regulatory compliance costs ($50B+
annually from Dodd-Frank), cybersecurity threats (33% of bankers cite as top risk), and macroeconomic
headwinds (45% identify economic downturn as highest-impact negative factor). Net interest margin compression
(from 3.1% to projected 2.7% by 2030) requires cost reduction discipline.

Embedded ... 95

Al/ML Auto...

Real-Time .. & KEY INSIGHTS

e Leverage embedded finance momentum—$7T+ transaction volume and 15.8% global CAGR indicate this
segment will represent 20-25% of retail bank revenue by 2030 if captured through API/platform strategies.

e Operationalize productive Al by 2027—only 4 of 50 major banks report realized ROI despite large budgets; Al
pioneers project 4pt ROTE advantage, making this the highest-ROI technology investment.

e Execute M&A with urgency—179 deals in 2025 with compressed approval timelines (3-6 months vs. 18 months)
create rare 24-month strategic window; fintech capability acquisition and deposit base stabilization critical.

e Mitigate neobank competition through charter strategy—bank charter pathway enables crypto/fintech
competition directly; incumbent banks should evaluate charter partnerships or M&A to capture emerging market
segments.

e Budget for compliance and cybersecurity rigorously—financial crime surge (43% YoY) and regulatory complexity
demand 5-7% of non-interest revenue; Al-driven compliance automation reduces manual alert volumes 60-70%.

M&A Conso...

Bank Chart...

Deposit Co...

o

20 40 60 80 100

[ EXECUTIVE INSIGHT

Embedded finance ($7T+ volume, 15.8% CAGR) and fintech bank charters represent the dominant growth catalysts, while neobank profitability crisis, regulatory burden, and macroeconomic headwinds constrain sector
returns—creating urgency for incumbent banks to consolidate through M&A, operationalize productive Al, and establish embedded finance/Baa$S platforms by 2027 to avoid structural margin compression.

Sources: [1] Bain & Company (2026). "Embedded Finance Report: Thriving in the New Value Chain"; [2] Deloitte (2025). "2025 Banking and Capital Markets M&A Outlook"; [3] Banking Dive (2025). "OCC green-lights Circle, Ripple, Paxos for national trust bank charters"; [4] KMS Technology (2026).
"Top 8 Al Trends Driving the Future of Banking in 2026"; [5] S&P Global Ratings (2026). "U.S. Banks Outlook 2026: Regulatory and Technological Change"; [6] Deloitte (2026). "2026 banking and capital markets outlook"
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04 - COMPETITIVE LANDSCAPE & MARKET DYNAMICS Competition Market Share Porter's Five Forces

Banking Competitive Landscape: Consolidation vs. Fintech Disruption

Big Four control $10T assets; fintech charter approvals reshape boundaries; neobanks capture 29% consumer adoption

= = - o~ =

$10T 28-29% $64B (55 deals) 11 approved 46.78% Critical

BIG FOUR ASSET SHARE NEOBANK CONSUMER ADOPTION FINTECH M&A ACTIVITY BANK CHARTER APPLICATIONS DIGITAL PAYMENT MARKET SHARE FINTECH RIVALRY INTENSITY
A ~57% of top-50 A +4.5% YoY A +108% A 83 days A Mature V +competitive

4

Porter's Five Forces: US Banking Industry Analysis » ANALYSIS

The US banking competitive landscape exhibits extreme bifurcation. Traditional banking concentration remains
Threat of New Entrants high: JPMorgan ($4.425T assets), Bank of America, Wells Fargo, and Citigroup hold ~$10T combined; top-15 banks
control ~$14.97T. However, HHI indices (617 for assets, 580 for deposits, 523 for loans) indicate a fragmented
market despite mega-cap dominance. The competitive dynamic is fundamentally shifting through three
mechanisms: (1) fintech bank charter approvals (Circle, Ripple, Paxos, BitGo, Fidelity Digital Assets, and 6+
others) directly enabling digital-native competitors to operate as regulated banking institutions; (2) neobank
mainstream adoption (28-29% of US consumers, 40% of new account openings) fragmenting retail customer
relationships; and (3) embedded finance platforms capturing 50%+ of consumer transactions through third-party
digital channels. Porter's Five Forces analysis reveals: Threat of New Entrants transitioning from MEDIUM to HIGH
(fintech charters, GENIUS Act regulatory clarity); Competitive Rivalry INTENSE (broad competitor spectrum, low
switching costs); Threat of Substitutes GROWING (robo-advisors reaching $2.7T AUM, fintech platforms); Buyer
Bargaining Power MODERATE-HIGH (deposit competition, digital alternatives); Supplier Power MODERATE (capital

Competitive Rivalry Supplier Bargaining Power suppliers numerous, tech vendors gaining leverage).

& KEY INSIGHTS

e Monitor charter approval pipeline—fintech bank charters are structural competitive shift; banks should evaluate
M&A targets (Chime, Mercury, Nubank) or partnerships to capture emerging segments before Charter-to-Bank
pathway completes.

e Develop omnichannel API strategy—open banking adoption at 85% among fintech platforms; banks monetizing
APIs through premium analytics and cross-sell achieve 2-5x higher CLV and 30% lower acquisition costs.

e Prepare for substitute competition—robo-advisors at $2.7T AUM and embedded finance platforms capturing
50%+ of consumer transactions; traditional lending market share compression accelerating.

e Leverage scale as consolidation advantage—M&A approval timelines compressed to 3-6 months; regional/mid-
tier banks consolidating toward $10B-$100B asset range demonstrate competitive viability.

e Invest in Al-driven competitive advantage—92% of bankers cite cybersecurity/fraud as top risk; Al-powered
compliance and risk management represent key differentiator for competing against fintech specialists.

Threat of Substitutes Buyer Bargaining Power

] EXECUTIVE INSIGHT

The US banking competitive landscape is transitioning from two-tier (incumbents vs. neobanks) to three-tier structure: mega-cap incumbents consolidating through M&A, infrastructure-first platforms capturing
embedded finance value, and fintech-native specialists now gaining direct banking relationships through charter approvals—creating urgent need for incumbent M&A and platform buildout strategies.

Sources: [1] S&P Global (2026). "50 largest US banks by total assets, Q4 2025"; [2] Banking Dive (2025). "OCC green-lights Circle, Ripple, Paxos for national trust bank charters"; [3] ElectrolQ (2026). "Neobank Statistics and Facts By Market Size, Growth, Revenue"; [4] McKinsey & Company (2026).

"The state of corporate and investment banking in 2026"; [5] Simon-Kucher (2026). "Deposit management trends 2026"; [6] Deloitte (2025). "Higher deposit costs will challenge banks, even after interest rates drop"
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05 - VALUE CHAIN & MARGIN STRUCTURE

Banking Value Chain Transformation

NIM at 3.39% (highest since 2019); BaaS platforms fragmenting traditional value capture

Value Chain Margins Disintermediation

- -~ =

3.39% 2.7%

1.5% of assets
NET INTEREST MARGIN NONINTEREST INCOME NIM COMPRESSION BY 2030
A +5 bps A Highest 5yr V -62 bps

Banking Value Chain Flow: Traditional vs. Embedded Distribution

Traditional Banking

Embedded Finance Risk/Compliance
Payment Rails

BaaS Platforms

End Consumer

[ EXECUTIVE INSIGHT

=

P

4

- =

85%+ fintechs

API-DEPENDENT PLATFORMS

45% of market

FINTECHS IN BAAS SEGMENT
A +8%

$65.8B by 2031

BAAS MARKET GROWTH

A 17.83% CAGR Vv commoditizing

» ANALYSIS

The US banking value chain is experiencing profound structural shifts driven by API-first architectures and
infrastructure-as-a-service platforms. Net interest margin recovered to 3.39% in Q4 2025 (highest since 2019) and
net interest income grew 10.2% in 2025, supporting overall profitability. However, noninterest income (1.5% of
assets, highest in five years) is becoming increasingly critical as traditional margin sources face long-term
compression toward 2.7% by 2030. The critical disintermediation dynamic centers on three structural shifts: (1)
BaaS providers capturing 45% of market value by enabling fintechs to compete without charter capital; (2)
embedded finance platforms fragmenting value capture by embedding financial services directly into commerce,
with $7+ trillion in transaction volume now flowing through these channels; (3) API infrastructure commoditizing
legacy banking functionality, with 85%+ of fintech platforms operating on external API layers rather than owning
proprietary infrastructure. Value is migrating from full-service banking to specialized infrastructure layers (Baas,
payment rails, KYC/AML scoring) and from transaction-based margins to feature-based fee capture in embedded
contexts. BaaS market projected to grow from $29.6B (2025) to $65.78B (2031) at 17.83% CAGR.

& KEY INSIGHTS

e Invest in Baa$S platform development—$65.8B market by 2031 (17.83% CAGR) with fintechs capturing 45%
share; APl monetization and ecosystem partnerships enable 2-5x CLV uplift.

¢ Build embedded finance partnerships—$7T+ transaction value and 15.8% global CAGR signal structural value
migration; vertical SaaS platforms control consumer touchpoint.

e Monitor NIM compression trajectory—2.7% by 2030 versus current 3.39% requires aggressive cost reduction (5%
annually, 5x historical pace) and non-interest revenue expansion.

e Develop risk infrastructure as service—KYC/AML, fraud detection, and credit scoring increasingly purchased as
API services; risk/compliance margin compression to 20-25% by 2030.

e Prepare for disintermediation scenario—if embedded finance captures 50%+ of consumer transactions (current
trajectory), traditional bank distribution becomes secondary channel.

[0 COMPARATIVE DATA

VALUE CHAIN STAGE KEY PLAYERS (I;VG MARGIN z::EUPTION STRATEGIC IMPLICATION
(o]
. . . . Al automation + embedded
Origination/Underwriting Banks, Fintechs 25-35% High .
finance
Dicl/ICramnlianca InfraStrUCture AN_KENOL Madinnm CAammaditizatinn vwiia ADIce

Net interest income recovery to 3.39% (highest since 2019) masks structural margin compression toward 2.7% by 2030; value is migrating from full-service banking to infrastructure layers (BaaS at 17.83% CAGR,
embedded finance at $7T+ volume) and API-based fee capture, requiring urgent strategic pivot toward platform economics and ecosystem partnerships.

Sources: [1] FDIC (2026). "Quarterly Banking Profile Fourth Quarter 2025"; [2] Future Market Insights (2026). "Banking as a Service (BaaS) Platform Market (2026 - 2036)"; [3] Mordor Intelligence (2026). "Banking as a Service Market Size, Growth Drivers, Share Analysis 2025 - 2031"; [4] Bain &

Company (2026). "Embedded Finance Report: Thriving in the New Value Chain"; [5] FInNOEX (2026). "How APIs Are Transforming Modern Banking Infrastructure"; [6] Deloitte (2025). "2025 Banking Industry Outlook"
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06 - CONSUMER BEHAVIOR & BANKING PREFERENCES Consumer Adoption Generational Shifts Digital Banking

Generational Fragmentation in Consumer Banking Behavior

92% Gen Z prefer digital; 68% of consumers financially unhealthy; 28-29% use neobanks

- o~ - o~ -~

48.3% 28-29% 68% 92% 86M Americans 45%

MOBILE BANKING PRIMARY USE NEOBANK CONSUMER PENETRATION FINANCIALLY UNHEALTHY GEN Z DIGITAL PREFERENCE BNPL USER BASE BANK TRUST SCORE
A +15% A +4.5% V -worsening A +structural A +50% A Vs 9% fintech

=

4

Banking Preference by Generation (%) > ANALYSIS

100 US consumer banking behavior is undergoing generational realignment that diverges fundamentally by age

92 cohort. Mobile banking penetration reaches near-parity with traditional methods: 48.3% of banked households use
85
80
72 73
60
55 55
50
45 45
40
28 27
20
18
15
8 I I

mobile banking as primary access, with consumers averaging 11 mobile payments per month (up from 4 in 2018).
Mobile Banking Branch Visits Digital Apps Lowest-Cost Seeking Traditional Banking

92

However, generational divides are stark—92% of Gen Z prefer mobile banking apps over branches, while only
28% of Baby Boomers use mobile banking versus 73% of Millennials. Neobank adoption has crossed into
mainstream territory: 28-29% of US consumers penetrate neobanks as primary relationship or maintain accounts,
with account growth from 86M to 150M in 30 months representing explosive adoption. Consumer financial health
is deteriorating across all segments—68% of US consumers classified as financially unhealthy, 50% buying fewer
items to stay within budget, 25% using savings to survive. 32% expect personal finances to worsen in 2026, the
highest pessimism since 2018. Trust remains asymmetric: 45% of adults identify banks as most trusted for fraud
protection (5:1 margin over fintech), yet 20% moved money from primary bank in past 3 months. Embedded
finance and BNPL have achieved mainstream adoption—86M Americans use BNPL (exceeding 50% awareness),
with $111.6B market projected.

80

60

¢ KEY INSIGHTS

e Prioritize Gen Z digital experience—92% prefer mobile apps; lowest-cost seeking (80%) indicates margin
pressure from fintech competition; traditional banks must match neobank fee structures and digital UX.

e Develop multi-generation engagement strategy—Baby Boomers (72% branch preference) and Gen Z (92%
mobile preference) require fundamentally different distribution and product approaches.

e Invest in financial wellness programs—68% financially unhealthy, 32% pessimistic about 2026; educational
content and behavioral finance tools differentiate from fintech on trust dimension.

e Expand BNPL alternatives—86M users and $111.6B market signal embedded finance disruption of installment
lending; banks must compete via embedded lending, insurance, and investment products.

e Leverage trust advantage in risk management—45% trust banks for fraud protection (vs. 9% fintech); security
features and compliance transparency are competitive differentiators.

40

2

o

@ Genz @ Millennials @ Gen X @ Baby Boomers

[ EXECUTIVE INSIGHT
Consumer banking behavior is fragmenting along generational lines (92% Gen Z mobile vs. 72% Boomer branch preference), with neobank adoption reaching 28-29% mainstream penetration despite 68% of consumers
being financially unhealthy—creating dual challenge: winning digital-native Gen Z through competitive pricing/UX while maintaining trust-based relationships with older cohorts.

Sources: [1] Federal Reserve Financial Services (2025). "2025 Diary of Consumer Payment Choice"; [2] eMarketer (2026). "FAQ on neobanks: How digital-only banking will grow in 2026"; [3] Deloitte (2025). "Gen Z and millennials alike: what banks must know"; [4] American Bankers Association
(2026). "Morning Consult Survey - National Survey: U.S. Consumers Rank Banks Above Other Industries for Fraud Protection"; [5] J.D. Power (2026). "Financial Health of U.S. Consumers Improves, But Spending Changes Hint at More Struggles to Come"; [6] Chargeflow (2026). "Buy Now Pay Later

(BNPL) Market 2026 Size, Growth, Stats & Risks"
Page 8 /17



07 - DISTRIBUTION CHANNELS & BRANCH EVOLUTION Omnichannel Embedded Finance Real-time Rails

Banking Distribution Transformation

77,900 branches down 24% from peak; embedded finance capturing 50%+ of consumer transactions

= = = = =

89% 1,200% YoY $246B annual $7T+ 400 net

77,900
US BANK BRANCHES DIGITAL CHANNEL USAGE FEDNOW GROWTH REAL-TIME PAYMENT VOLUME EMBEDDED FINANCE VOLUME BRANCH CLOSURES 2025
V -24% decade A +18% YoY A 2.1M Q2 2025 A +94% YoY A +10% CAGR A Historic low
4
Banking Channel Evolution 2015-2026 » ANALYSIS
120.0K The US banking distribution landscape is undergoing fundamental structural shift from branch-dependent to

digitally-mediated channels. Branch count has declined 24% over 10 years from ~102,000 to 77,900 as of Q3
2025, yet closures have slowed to historic lows (only 400 net closures in 2025 vs. 1,400+ annually historically),
suggesting market equilibrium. Of remaining branches, 80% operate as advisory hubs with teller counters
removed—100% of routine transactions now digital. JPMorgan closed 375 locations since January 2024; Bank of
100.0K America closed 540+ branches. Digital channel penetration accelerated: 76% of US consumers use online/mobile
banking, 72% use mobile apps specifically, 89% of US adults use digital banking services. Real-time payment
infrastructure scaling explosively: FedNow transaction volume grew 1,200% YoY (97,424 in Q1 2024 to 2.1M in Q2
2025), RTP network processing 343M transactions ($246B) in 2024 with 94% YoY value increase. Embedded
finance represents the most significant structural shift—50%+ of consumer financial transactions forecast to
80.0K o originate on third-party digital platforms by 2026, with transaction volume exceeding $7 trillion (10%+ of total US
financial activity).

[}

& KEY INSIGHTS

60.0K e Reposition branches as advisory hubs—80% of remaining branches operate without teller counters; invest in
wealth management, business advisory, and complex products in remaining locations.

e Scale real-time payment capabilities—FedNow at 1,200% YoY growth and RTP at $246B annual value signal
payment infrastructure as competitive differentiator; 58% of banks use both RTP and FedNow.

e Dominate embedded finance distribution—50%+ of consumer transactions forecast to originate on third-party

Ho-0K platforms by 2026; BaaS platform partnerships and vertical Saa$S integrations critical.
e Expand digital-only account adoption—53.7M digital-only customers (2025) with ages 18-24 3.8x more likely to
use online-only accounts; digital acquisition cost 30% lower than branch-based.
e Invest in API-first ecosystem strategy—open banking APIs enabling 2-5x higher CLV and 30% lower acquisition
20.0K costs; premium analytics and cross-sell monetization path for fintechs.
0e o O C < < 0
2015 2017 2019 2021 2023 2025 2026

@ Physical Branches @ Digital Channel Usage @ Embedded Finance Volume ($T)

[ EXECUTIVE INSIGHT

Branch-based banking is reaching equilibrium (77,900 locations, 400 net closures in 2025 vs. 1,400+ annually), yet embedded finance capturing 50%+ of consumer transactions and real-time payment rails (FedNow at
1,200% YoY growth) represent the actual structural shift—requiring banks to reposition from channel-centric to platform-centric distribution strategy.

Sources: [1] FDIC (2025). "Statistics at a Glance Historical Trends - Third Quarter 2025"; [2] The Financial Brand (2026). "The Branch is Dead...Is Dead: Have We Reached National Branch Equilibrium?"; [3] Accio (2026). "Future of Bank Branches Trend: 2026 Insights"; [4] Grand View Research (2025).
"Embedded Finance Market Size And Share Report, 2030"; [5] FinTech Futures (2026). "The rise of embedded financial infrastructure"; [6] Jiko (2025). "Real-Time Payments (RTP) in the US: 2025 Insights and Innovations"
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08 - DIGITAL MATURITY & TECHNOLOGY TRANSFORMATION AlI/ML Adoption Cloud Migration Technology Investment

Banking Digital Maturity: Investment vs. Realized ROl Gap

88% cloud adoption but only 25% extract full value; 90,000+ Al employees with only 4/50 banks reporting ROI

= = = = =

88% 25% of banks 4 of 50 banks 90,000+ roles 30% 70% of IT budgets

CLOUD ADOPTION PENETRATION VALUE EXTRACTION RATE Al ROI REALIZATION Al EMPLOYMENT GROWTH DIGITAL STRATEGY SUCCESS LEGACY SYSTEM MAINTENANCE
A +12% Vv -75% lag Vv -92% A +28.6% Vv Transformation Gap V -innovation

4

Banking Industry Digital Maturity Index » ANALYSIS

The US banking industry's digital maturity profile reveals a sector at a critical inflection point: massive investment
in Al, cloud, and real-time payment infrastructure is underway, yet transformation success rates remain low (only
30% of banks successfully implement digital strategy). Technology investment costs rising 7% annually as banks
modernize infrastructure to compete with fintech, yet 70% of IT budgets remain locked in legacy system
maintenance—constraining innovation capacity. The Al paradox is stark: 90,000+ banking employees now work in
Al roles across top-50 banks (up from 70,000 annually), yet only 4 of 50 report realized ROI, suggesting capability-
building investments are ahead of business model integration. Cloud adoption is broad (88% penetration, 98% of
firms using cloud services) but shallow—only 25% of banks extract full value, and core banking systems lag at 7%
cloud adoption (up from 3% in 2021). Real-time payment infrastructure scaling explosively (FedNow 1,200% YoY
growth, RTP processing 1M+ payments daily), yet adoption remains concentrated. Open banking APl expansion
enabling third-party innovation, with 85%+ of fintech platforms now operating on external API layers. Fintech
unicorn valuations ($1.2T collective for ~120 US firms) signal capital concentration among well-capitalized
platforms (Stripe $159B, Chime $25B, Brex $12B).

¢ KEY INSIGHTS

e Operationalize productive Al by 2027—only 4 of 50 major banks report realized ROI despite large investments;
move from tactical Al pilots to governance-embedded Al across >50% of processes.

e Prioritize core banking system modernization—7% cloud adoption of core systems versus 88% overall
penetration indicates massive gap; legacy maintenance consuming 70% of IT budgets constrains innovation.

e Develop API monetization strategy—open banking enabling 2-5x higher CLV and 30% lower acquisition costs;

58 third-party developer ecosystem driving innovation faster than incumbent development.

e Invest in FedNow/RTP adoption—1,200% YoY FedNow growth and 1M+ daily RTP payments signal real-time
payment infrastructure as competitive necessity; 58% of banks deploying both rails.

e Allocate capital to fintech M&A—fintech unicorn concentration ($1.2T among 120 firms) indicates high-growth
platforms commanding premium valuations; acquisition of Al/fembedded-finance capabilities critical.

Digital Maturity Score

[ EXECUTIVE INSIGHT

Banking digital transformation success rate of only 30% despite massive investment, combined with 70% of IT budgets locked in legacy maintenance, creates diverging competitive futures: Al pioneers gaining 4pt ROTE
advantage by 2027 while slow movers face structural decline—urgency for governance-embedded Al deployment and core system modernization is critical.

Sources: [1] McKinsey & Company (2026). "Why most digital banking transformations fail—and how to flip the odds"; [2] TechBullion (2026). "How an 18.2% CAGR is reshaping the fintech industry through to 2034"; [3] Evident (2025). "Here's the 2025 Evident Al Index"; [4] VLink (2026). "Cloud
Adoption in BFSI 2026: Key Trends & Insights"; [5] SQ Magazine (2026). "Cloud Adoption Statistics 2026: Growth, Migration Drivers, ROI"; [6] FDIC (2026). "Innovation At The Speed Of Markets: How Regulators Keep Pace With Technology"

Page 10/ 17



09 - REGULATORY ENVIRONMENT & COMPLIANCE Regulation Compliance Costs Charter Applications

Regulatory Landscape: Charter Approvals & Compliance Burden

OCC approves 11 fintech firms for banking charters in 83 days; compliance costs $50B+ annually

- =

14 in 2025 11 in 83 days $50B+ annually Medium Effective Feb 2026 Pending

FINTECH CHARTER APPLICATIONS OCC APPROVALS DODD-FRANK COMPLIANCE COST REGULATORY UNCERTAINTY SCORE COMMUNITY BANK RELIEF STABLECOIN REGULATORY PATH
A +250% vs hist avg A Unprecedented pace V Industry burden V¥ GENIUS Act pending A BSA/AML tailored V July 2026 deadline

4

Regulatory Change Roadmap 2026-2027 » ANALYSIS

The US reqgulatory landscape in 2025-2026 is undergoing simultaneous structural reform across three critical
dimensions: capital requirements (Basel Ill recalibration narrowing which firms apply expanded risk-based
approach), data access/consumer protection (CFPB Section 1033 rule faced court-imposed stay and
reconsideration), and digital asset integration (fintech bank charters, crypto bill progression). The surge in
national trust bank applications represents a major competitive inflection: 11 firms (Circle, Ripple, Paxos, BitGo,
Fidelity Digital Assets, Bridge, Crypto.com, Protego, Morgan Stanley, Payoneer, Zerohash) submitted applications
within 83 days, 5 conditionally approved in December 2025 and 3+ additional approvals in February 2026.
National trust bank charters do not permit deposit-taking or FDIC insurance access, restricting activity to custody,
settlement, and payments—yet this represents fundamental competitive shift as crypto-native firms gain
regulated banking infrastructure. Dodd-Frank compliance burden remains at $50+ billion annually across US
banking sector, with large banks spending $12.42B on legal fees and $7.04B on data processing annually; small
banks increased spending by $1.49B combined. GENIUS Act signed July 2025 with July 18, 2026 deadline for
anking rule court stay u... Additional fintech bank charte... Federal banking agencies federal agencies to adopt comprehensive stablecoin regulatory framework. Basel Ill Endgame revision proposed
Q2 2026 Q3 2026 Q12027 March 2026 introduces 5-year transition period. Community Bank BSA/AML relief effective February 1, 2026
on 1033 Implementation Crypto Charter Clarity Stablecoin Framework provides risk-based examination tailoring.

I I I '
* * * * *

GENIUS AcIt Deadline Basel Il ImpIIementation
Q3 2026 Q4 2026

& KEY INSIGHTS

e Evaluate charter pathway strategy—11 fintech firms in 83-day window signal regulatory inflection; banks should
assess M&A targets (crypto-native fintech firms) or partnerships to access digital asset custody.

e Prepare for GENIUS Act compliance—]uly 18, 2026 deadline for stablecoin framework creates near-term
regulatory clarity; banks must develop stablecoin custody/processing infrastructure by Q3 2026.

e Leverage community bank relief opportunities—BSA/AML examination procedure modernization (effective Feb 1,
2026) creates relief for smaller institutions; consolidation advantage for mid-tier banks.

e Budget for Section 1033 reconsideration impact—CFPB rule faced court stay and reconsideration; open banking
compliance costs uncertain; wait for final rule before large infrastructure investments.

e Monitor Basel lll Endgame implementation—5-year transition period provides modeling time; impacts capital
requirements for GSIB surcharge institutions; plan for Q4 2026 final rule effectiveness.

July 18 deadline for stablecoi... Final capital requirement rule...

€ Milestone B Phase @ Event

[ EXECUTIVE INSIGHT

Fintech bank charter approvals (11 in 83 days) signal structural regulatory shift enabling digital-native competitors direct banking relationships; combined with GENIUS Act's July 2026 stablecoin framework deadline, the
regulatory environment creates both competitive threat and $500B-$1T revenue opportunity for banks capturing custody and processing infrastructure.

Sources: [1] Sullivan & Cromwell LLP (2026). "Banking Agencies Release Basel lll GSIB Surcharge Revised Standardized Approach Proposals"; [2] Baker Institute (2025). "Costs of Compliance With the Dodd-Frank Act"; [3] FinTech Weekly (2026). "Eleven Companies, Eighty-Three Days: The Race for a
Federal Crypto Banking License"; [4] Office of the Comptroller of the Currency (2025). "OCC Announces Conditional Approvals for Five National Trust Bank Charter Applications"; [5] CoinDesk (2026). "The big U.S. crypto bill is on the move. Here is what it means for everyday users"; [6] Freshfields
Bruckhaus Deringer (2026). "2025 Bank Regulatory Roundup and What to Look for in 2026"
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10 - INVESTMENT & M&A ACTIVITY VC/PE Funding M&A Consolidation Deal Activity

Capital Flows: Banking M&A Wave vs. Fintech VC Rebound

$190B banking M&A at 7-year high; $64B fintech M&A (+108% YoY); $116B global fintech investment

= = = =

$190B $64B $116B $56.6B $19.1B 117 days

BANKING M&A (2025) FINTECH M&A (2025) GLOBAL FINTECH INVESTMENT US FINTECH INVESTMENT DIGITAL ASSETS INVESTMENT M&A APPROVAL TIMELINE
A +129% A +108% A +21.5% A 1,977 deals A +70.5% A -64 days avg

4

Investment by Type 2023-2025 ($B) » ANALYSIS

Capital flows in the 2024-2026 period demonstrate a fundamental sectoral shift toward consolidated, capability-
driven consolidation. Global fintech investment rebounded to $116 billion across 4,719 deals in 2025 (up from
$95.5B across 5,533 deals in 2024), with US-specific fintech totaling $56.6B across 1,977 deals. VC-backed fintech
startups raised $51.8B in 2025 (27% increase from $40.8B in 2024), with the paradox of 2025—higher dollar
volume with dramatically fewer deals—signaling growth capital increasingly flows to late-stage, capital-efficient
platforms rather than distributed seed/Series A cohorts. Average disclosed fintech deal value surged to $1.92B
(more than tripling 2024 levels) as deal flow declined 23% (3,457 vs. 4,486 deals). Al-driven fintech investment
rose from $12.1B to $16.8B (14.5% of total 2025 fintech investment), with corporates particularly active in Al
funding. Digital assets space saw investment nearly double YoY from $11.2B to $19.1B across 1,199 deals.
Traditional bank M&A acceleration: 179 deals with $190B value in 2025 (129% increase from 2024), reaching 7-
year high, with approval timelines compressed to 117 days (64 days faster than 2024). Fintech M&A: 55 deals
valued at $64B (108% increase vs. 2024) with average deal value surging to $1.92B (+131% YoY).

210

190

180

150

120

¢ KEY INSIGHTS

e Execute M&A with strategic focus—M&A approval windows compressed to 3-6 months through 2027; target
fintech capability acquisition (Al, embedded finance, payments, crypto) rather than pure scale plays.

e Assess embedded finance M&A targets—embedded finance platforms projected $51B revenue (2026) and
$370.9B market (2036) at 15.8% CAGR; acquisition prices likely peak in 2026 before regulatory clarity in 2027.

e Invest in Al-focused fintech consolidation—Al-driven fintech grew 38.8% YoY to $16.8B (14.5% of total
investment); corporate venture capital particularly active in automation, risk management, and decisioning.

e Monitor digital assets momentum—$19.1B investment in 2025 (near-doubling YoY) combined with fintech bank

64
51.8
charter approvals signal rapid infrastructure development; acquisition of digital asset custody platforms gaining
strategic value.
e Prepare for fintech acquisition price inflation—average fintech deal value tripled to $1.92B despite 23% deal flow
o1 decline; consolidation among venture winners means deal competition intensifying for quality targets.

90

83
78

60

30

11.2

[0 COMPARATIVE DATA
DEAL TYPE 2024 ACTIVITY 2025 ACTIVITY GROWTH RATE AVG DEAL VALUE
Banking M&A 83 deals 179 deals +115% $1.06B

32
25
. 4.2
[

2023 2024 2025

@ Banking M&A @ Fintech M&A @ Fintech VC @ Digital Assets Fintech M&A 30 deals 55 deals +83% $1.92B
Glahal Fintech \/C 4 5R7 deals R 7AK dealc -1R% €12 2M Aavn

[ EXECUTIVE INSIGHT
Paradox of 2025-2026: record capital volume ($116B fintech, $190B bank M&A) with dramatic deal flow decline signals consolidation toward venture-backed winners and strategic M&A among incumbents—creating 24-
month window for transformational capability acquisition (Al, embedded finance, charter pathway) before valuations and competitive intensity peak.

Sources: [1] KPMG (2026). "Pulse of Fintech: H2 2025 — Global insights"; [2] Crunchbase (2025). "Fintech Funding Jumped 27% In 2025 With Fewer Deals But Bigger Checks"; [3] Deloitte (2025). "2025 Banking and Capital Markets M&A Outlook"; [4] McKinsey & Company (2025). "How M&A (Mergers &
Acquisitions) in financial services is rebounding"; [5] Precedence Research (2025). "Embedded Finance Market Size to Hit USD 1,732.53 Bn by 2034"; [6] McKinsey & Company (2026). "2026 M&A trends: Navigating a rapidly rebounding market"
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11 - GEOGRAPHIC & REGIONAL DYNAMICS Geography Fintech Hubs Regional Concentration

Geographic Concentration of Banking & Fintech Ecosystems

San Francisco holds 51% of US fintech unicorns; secondary hubs (Austin, Miami) emerging; rural underserved

”~ = = Y

47 20 70% Austin+Miami+Denver 8

$1.25T
SF BAY AREA UNICORNS NEW YORK UNICORNS RURAL BANKING ASSETS COMMUNITY BANK FOOTPRINT SECONDARY HUB GROWTH FINTECH STATES WITH UNICORNS
A 51% of US A 27% of US A 16% total A Rural dominance A +30% YoY A Geographic spread
4
US Fintech Hub Concentration by Region » ANALYSIS

The US banking and fintech ecosystem exhibits stark geographic concentration with bimodal distribution:
dominant tier-1 hubs (San Francisco, New York) command 78% of fintech unicorn density and early-stage capital
flow, while secondary markets (Austin, Chicago, Boston, Miami, Charlotte) show accelerating startup formation
and venture capital deployment. San Francisco leads with 47 unicorns valued at $285.8B; California hosts 51% of
US fintech unicorns, New York holds 27%. Fintech activity dispersed across 44 US states with leading unicorns per
state; 8 states achieved unicorn status. FDIC-insured banking assets total $24.5 trillion across 3,917 commercial
banks and 545 savings institutions. Rural banks manage $1.25 trillion (16% of total US banking assets) with 68%
of rural households maintaining formal banking access. Community banks account for 70% of rural banking
services despite consolidation, holding 36% of small business loans and 30% of CRE loans. Austin emerging as top
fintech hub with 100+ investor funds; Chicago attracting $1-3B annual VC; Miami fastest-growing post-2020. New
York and Miami dominate US fintech deal flow, leading in embedded finance, B2B payments, and wealthtech. Post-
2020 decentralization trend reflects infrastructure maturation (APIs, cloud, talent arbitrage) enabling fintech
formation outside traditional hubs, yet capital concentration remains stubbornly skewed toward coastal markets.

San Francisco

New York

Austin

-8

¢ KEY INSIGHTS

Chicago - 6 e Expand regional fintech partnerships—Austin, Chicago, Miami showing 30%+ startup formation growth; establish
innovation labs and venture partnerships in secondary hubs to capture talent arbitrage.
e Develop rural banking strategy—$1.25T in rural assets with 68% formal banking access indicates underserved
market; community banks hold 36% of small business loans; consolidation opportunity in rural segments.
Boston - 5 e Leverage secondary hub cost advantage—Austin, Miami, Denver offer 40-60% lower talent costs than SF/NYC;
remote-first development and innovation centers viable in secondary hubs.
e Invest in geographic diversification—coastal concentration creates single-point-of-failure risk; distributed R&D
footprint enables faster product iteration and market entry.
e Monitor rural consolidation dynamics—community bank consolidation pressure combined with rural underservice

Miami
creates M&A opportunity for regional banks with community banking expertise.

N
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[ EXECUTIVE INSIGHT
San Francisco and New York command 78% of fintech unicorn density, yet post-2020 decentralization (Austin, Miami, Chicago emerging) driven by APl maturity and talent arbitrage indicates geographic diversification
opportunity—particularly in rural banking where $1.25T in assets and community bank dominance offer consolidation and expansion potential.

Sources: [1] CB Insights (2026). "The United States Of Fintech Startups & Companies"; [2] CB Insights (2026). "9 Fintech Predictions for 2026"; [3] Area Development Magazine (2023). "The Decentralization of U.S. Fintech Hubs"; [4] Federal Reserve Economic Data (FRED) (2025). "Q4 2025 Assets and
Liabilities of FDIC-Insured Commercial Banks"; [5] FDIC (2020). "FDIC Community Banking Study"; [6] CoinLaw (2025). "Rural Banking Statistics 2025"
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12 - INNOVATION ECOSYSTEM & TECHNOLOGY LANDSCAPE Startups Patents Al Innovation

Fintech Innovation Accelerating Around Al & Digital Assets

120+ US fintech unicorns ($1.2T valuation); Al innovation 14.5% of fintech investment; 18,000+ fintech patents filed

T =

$19.1B 75% (3-year) 225+

- =

”~ =

120+ 14.5% 18,000+
US FINTECH UNICORNS Al INNOVATION SHARE FINTECH PATENTS FILED DIGITAL ASSETS INVESTMENT R&D SPENDING GROWTH FINTECH ACCELERATORS
A $1.2T valuation A of fintech VC A Global YoY A +70.5% A $8B-$14B A Global ecosystem
4
Fintech Innovation Investment Areas 2025 ($B) » ANALYSIS
21 The US fintech innovation ecosystem is undergoing structural transformation from consumer-facing disruption to

infrastructure-first platforms, driven by regulatory clarity (GENIUS Act, national trust bank charters), maturing
capital markets ($116B global fintech investment, 58% Al-focused), and enterprise adoption (agentic Al

= deployment, tokenization). US hosts ~120 fintech unicorns with $1.2T collective valuation; Stripe ($159B), Chime
18 ($25B), Brex ($12B) lead; 201 fintech unicorns total globally as of January 2026. Al-focused fintech attracted
$16.8B in 2025 (14.5% of all fintech VC), with 44% of CFOs using generative Al for 5+ use cases. Digital assets
16.8 (stablecoins, tokenization) nearly doubled from $11.2B to $19.1B year-over-year, with $23B in new assets
tokenized in H1 2025. Fintech patents filed exceeded 18,000 globally YoY, with US leading at 82% of global fintech
patent grants; Al is largest innovation area by R&D spend and patent volume. R&D spending by top-50 fintech
15 companies grew 75% over 3 years ($8B in 2022 to $14B in 2025); corporate VC invested $12B into fintech in
2025. Y Combinator allocates 20-25% of batches to fintech; 225+ fintech accelerators active globally. Wealthtech
funding surged 90% YoY (highest among fintech subsectors); prediction markets exploded 35x YoY. Embedded
12.3 finance revenue projected to exceed $7 trillion by 2026, crossing 10% threshold; 70%+ of financial institutions
12 ‘ expected to deploy agentic Al decisioning by 2026.
¢ KEY INSIGHTS
e Invest in AI/ML innovation partnerships—$16.8B Al fintech investment (14.5% of VC) with 44% of CFOs deploying
9 8.5 genAl for 5+ use cases; Al-native credit decisioning, fraud detection, compliance automation critical.
e Develop digital asset custody capabilities—$19.1B digital assets investment (near-doubling YoY) combined with
/-2 fintech bank charter approvals signal rapid infrastructure development; custody/settlement capabilities valuable.
e Monitor embedded finance acceleration—$7T+ revenue potential by 2026 (10% of US financial activity) with
6 70%+ of institutions planning agentic Al deployment; platform partnerships essential for distribution.
e Evaluate fintech M&A targets strategically—120 US fintech unicorns with $1.2T collective valuation; acquisition
4.1 premium rising with consolidation; focus on niche leaders (Stripe, Plaid, Toast) with distribution/Al advantages.
e Build innovation partnerships with accelerators—225 global fintech accelerators + Y Combinator's 20-25%
3 2.8 fintech allocation create pipeline for emerging technology identification and partnership opportunities.
O I

AI/ML Fintech Digital Assets Embedded Fina... Payments Lending Wealthtech Insurance

[ EXECUTIVE INSIGHT
Fintech ecosystem concentrated around 120 US unicorns ($1.2T valuation), with innovation capital shifting from consumer-facing apps to infrastructure-first platforms (Al, digital assets, embedded finance) driven by
regulatory clarity and enterprise adoption—enabling venture-backed winners to capture market share while niche incumbents risk obsolescence.

Sources: [1] KPMG (2026). "Pulse of Fintech H2 2025"; [2] CB Insights (2026). "9 Fintech Predictions for 2026"; [3] CB Insights (2025). "State of Fintech 2025 Report"; [4] Office of the Comptroller of the Currency (2025). "OCC Announces Conditional Approvals for Five National Trust Bank Charter
Applications"; [5] Fireblocks (2026). "5 Key Digital Asset Policy Changes in 2025 and What to Expect in 2026"; [6] PatentPC (2025). "Al in Finance: The Latest Stats on Al Patents in Banking & Fintech"
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13 - INDUSTRY SWOT ANALYSIS

SWOT Strategy Positioning

US Banking & Financial Services: Strategic Positioning

Incumbent advantages (capital, regulation, relationships) vs. fintech disruption, margin compression, charter threats

$25T+

CAPITAL BASE ADVANTAGE
A Global position

A Strengths 8.5/10

* Deep Capital Base ($25T+ global assets; $250B+
excess capital in top-20 US banks)

* Regulatory Moat & Trust (75% fraud protection
preference; FDIC insurance; Fed backstop)

* Al Deployment Momentum (49% of banks
deployed GenAl; 91% cybersecurity investment)

* Customer Relationships (65%+ primary financial
relationships; switching cost friction)

* Fee-Based Revenue Potential ($1T+ in
underutilized wealth/advisory revenue)

¢ Opportunities 9.0/10

°* Embedded Finance & BaaS Expansion ($7T+
market potential; 158% revenue growth by 2028;
BaaS $65.8B by 2031)

* Stablecoin & Tokenization Infrastructure (Bullish:
$3.7T potential by 2030; custody/processing role)

* Al-Driven Cost Reduction & ROTE (4pt ROTE
advantage for pioneers; 60-70% compliance alert
reduction)

* M&A Consolidation Wave ($190B in 2025;
compressed approval timelines 3-6 months;
strategic capability acquisition)

°* SME/Underserved Market Penetration ($5.2T

unmet MSME finance needs; 21.05% CAGR SME
fintacrh)

[ EXECUTIVE INSIGHT

position through 2030.

-92%
Al ROl REALIZATION GAP
¥ Only 4/50 banks

V¥ Weaknesses 7.2/10

* Legacy IT Infrastructure Drag (70% of IT budgets
on maintenance; only 4/50 banks report Al ROI)

* Net Interest Margin Compression (from 3.1% to
projected 2.7% by 2030 = 60bps erosion)

* Compliance Burden Escalation ($50B+ annually
from Dodd-Frank; rising regulatory complexity)

* Manual Process Inefficiency (30-40% of banks
automated core origination; labor-intensive
lending)

* Geopolitical Economic Vulnerability (inflation 2.7%
vs Fed target; tariff uncertainty; recession risk)

A Threats

Fintech Bank Charter Pathway (11 firms approved
in 83 days; direct competition for
deposits/lending)

Stablecoin Deposit Substitution (>$1T migration
risk by 2030; on-chain dollar adoption
accelerating)

Cybersecurity & Al-Driven Financial Crime (43%
YoY surge; deepfake voice fraud +243%; synthetic
identity $262M+ losses)

Profit Pool Decline Risk ($170B potential erosion
by 2030 if adaptation stalls; 9% profit decline
scenario)

Prolonged Macroeconomic Headwinds (2.4% GDP

Arnwth D 704 inflatinn: natantial raraccinn: rradit

P

4

4 points

ROTE ADVANTAGE POTENTIAL

$190B

M&A ACTIVITY (2025)

A Consolidation tempo A Al pioneers

» ANALYSIS

The US banking sector in 2026 sits at an inflection point between entrenched incumbency and transformative
disruption. The industry possesses formidable structural advantages—massive capital bases ($25T+ globally),
regulatory moats, deep customer relationships, and 9.4% CAGR growth in commercial banking—yet faces
compounding legacy IT liabilities and competition from fintech-native firms gaining bank charters. The
competitive dynamic is characterized by simultaneous consolidation (record 2025 M&A at $190B, approval
timelines compressed to 3-6 months) and fragmentation (fintech charter approvals, 28-29% neobank adoption,
embedded finance capturing $7T+ transaction volume). Strategic repositioning around Al, embedded finance, and
stablecoins is no longer discretionary; banks failing to move from tactical Al pilots to production systems risk a
structural 4-9 percentage point ROTE decline.

& KEY INSIGHTS

e Execute transformational M&A immediately—24-month regulatory window (2026-2027) with compressed
approval timelines makes capability acquisition (Al, embedded finance, crypto custody) highest-ROI strategic
action.

e Operationalize productive Al by Q1 2027—only 4 of 50 major banks report realized ROI; Al pioneers gain 4pt
ROTE advantage; governance-embedded Al (not pilots) is requirement for competitive parity.

e Build embedded finance/Baa$s platforms in parallel—$7T+ market potential and 158% revenue growth by 2028
requires 2026-2027 platform buildout; delay risks market share loss to fintech platforms.

e Establish stablecoin charter/custody strategy by Q3 2026—GENIUS Act July 2026 deadline creates regulatory
clarity; decide on custodian vs. processor vs. issuer vs. partner path to avoid surprise.

e Manage neobank competition through consolidation—28-29% consumer adoption despite profitability crisis;
charter pathway approvals enable fintech competitors; M&A or partnership strategy required by 2026.

The US banking sector possesses unmatched capital, regulatory franchise, and customer relationships worth $25+ trillion in global assets, yet faces structural threats from fintech-native firms gaining bank charters and
embedded finance platforms fragmenting distribution—creating critical 24-month window for transformational M&A, productive Al deployment, and embedded finance/stablecoin platform buildout to maintain market

Sources: [1] McKinsey & Company (2026). "Global Banking Annual Review 2025"; [2] Deloitte (2026). "2026 Banking and Capital Markets Outlook"; [3] Accenture (2026). "Top Banking Trends for 2026"; [4] PwC (2026). "Banking Industry Trends 2026"; [5] Jack Henry (2026). "Top Cybersecurity Trends

for 2026"; [6] Federal Reserve (2026). "Summary of Economic Projections March 18, 2026"

Page 15/ 17



14 - STRATEGIC OUTLOOK & OPPORTUNITIES Opportunities Roadmap Scenarios

Banking Strategic Opportunities 2026-2030

7 prioritized initiatives with impact/feasibility assessment; three strategic scenarios

- =

3-4 3-4 $10T+ 7-9%

SHORT-TERM OPPORTUNITIES LONG-TERM OPPORTUNITIES TOTAL ADDRESSABLE OPPORTUNITY INDUSTRY CAGR FORECAST
A 2026-2027 focus A 2028-2030 build A Embedded + Stablecoins A 2026-2030
4
M STRATEGIC OPPORTUNITIES — PRIORITIZATION > ANALYSIS
The US banking sector enters 2026-2030 at a critical juncture with a rare 24-month strategic window. Traditional
# OPPORTUNITY 'S"::';":é-r FEASIBILITY TIMELINE F;\?EUS'?;';NT incumbents possess unmatched capital, regulatory franchise, and customer relationships—advantages worth

$25+ trillion in global assets—yet face structural threats from fintech-native firms gaining bank charters,
Embedded Finance & Baa$ Platform 2026- stablecoins migrating deposits, and embedded finance platforms fragmenting retail and SME lending. The

! Buildout 20 83 2031 $200-500M strategic imperative is speed of transformation, not breadth of initiatives. Al operationalization, embedded finance
Al-Powered Operating Model 2026- pla’;fqrm buildout, and stablecoin/tokenization capability development are table stakes for mgintaining market
2 ansformation 85 70 2030 $100-300M position through 2030. The M&A wave underway in 2026-2027 represents a rare execution window: regulatory
approval timelines compressed to 3-6 months, foreign capital entering, and strategic capabilities trading at

3 Stablecoin & Tokenization Infrastructure 82 68 2026- $150-400M reasonable valuations. Three strategic scenarios frame the outlook: Optimistic (Al-Led Renaissance) with 4pt ROTE
— advantage for pioneers and $3T+ stablecoin adoption; Base Case (Muddled Adaptation) with $50-80B profit pool

A M&A Consolidation Wave Execution g5 80 2026- $10-30B+ decline and 15-20% fintech market share; Pessimistic (Disruption Accelerates) with $150-200B decline and 25-
2027 30% market share loss.

\

5 Open Banking API Monetization 78 82 2026- $50-150M

2030 ¢ KEY INSIGHTS

. _ . _ - 2026- R e Prioritize embedded finance platform buildout—$7T+ market potential, 158% revenue growth by 2028, and 2-5x
CLV uplift versus traditional models make this the highest-impact 2026-2030 investment.
e Execute M&A consolidation immediately—24-month window with 3-6 month approval timelines; target fintech
capability acquisition (Al/embedded finance/crypto) before valuations inflate or competitive intensity peaks.
e Operationalize productive Al across >50% of processes by Q1 2027—only 4 of 50 banks report ROI; move from
tactical pilots to governance-embedded Al to gain 4pt ROTE advantage.
e Establish stablecoin charter/custody/processor strategy by Q3 2026—GENIUS Act July deadline creates

production Al in 3-5 ke... First API-based platform launc... Governance-embedded Al at scal... . . . . . . .
01 2026 04 2026 02 2027 regulatory clarity; clear decision path (custodian vs. issuer vs. processor) avoids surprise competitive moves.
o . . , e Prepare for diverging competitive outcomes—AI pioneers and embedded-finance winners position for +$5-10B
ationalization Begins Embedded Finance Platform v1 Al Production at 50% Processes . . . L
| | | profit uplift annually by 2030; slow movers face structural ROTE decline and market share loss to specialized
. . . . . . platforms.
Charter Stratlegy Decision M&A Executioln Accelerates Market Positior|1 Consc
Q3 2026 Q1 2027 2028-2030 [0 COMPARATIVE DATA
Decide stablecoin custody/proc... Announce 2-3 capability acquis... Platform ecosystem fully # OPPORTUNITY IMPACT SCORE FEASIBILITY TIMELINE REQUIRED INVESTMENT
1 Embedded Finance & Baa$S Platform Buildout 90 85 2026-2031 $200-500M
2 Al-Powered Operating Model Transformation 85 70 2026-2030 $100-300M
R Stahlernin & Tnkenizatinn Infractriictiire ]2 AR 202A-203N €15N-400M

[ EXECUTIVE INSIGHT

The 24-month strategic window (2026-2027) for transformational M&A, productive Al deployment, and embedded finance/stablecoin platform buildout determines competitive viability through 2030—banks executing
decisively position for $5-10B profit uplift annually; those moving slowly face $5-10B annual erosion and market share loss to fintech platforms by 2030.

Sources: [1] Deloitte (2026). "2026 Banking and Capital Markets Outlook"; [2] McKinsey & Company (2026). "Global Banking Annual Review 2025"; [3] Deutsche Bank (2026). "Embedding the Future of Finance"; [4] Banking Dive (2026). "M&A in 2026 May Put More Distance Between Big, Small
Banks"; [5] Skadden (2026). "The Long-Anticipated Wave of Bank Consolidation"; [6] Digital API (2026). "Open Banking Trends 2026"
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