Beyond SaasS:
The Strategic Case for ©
Embedded Flnance

Unlocking Revenue, Retention, and
Valuation in the Era of Al
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Software Evolution: From Access to Action

(

SaaS 1.0:
Access

-

The Cloud. Moving
on-prem to browser.
Rev = Subscriptions.

SaaS 2.0:

- Connectivity
0 S

Mobile & APIs.
Integrated workflows.

Rev = Subs + API.

SaaS3.0: -
Convenience;

) @

' Integrated Payments.

Seamless checkout.

Rev = Subs + Payments.

SaaS4.0:
Capltal ig

¢ §@§E

Vertical Al +

Embedded Finance.
Software manages funds.
Rev = Subs + Payments
+ Lending + Issuing.




Software is the New Bank Branch

Financial services follow distribution. Distribution has moved
from physical branches to software workflows.

In the future, financial services will be delivered via software




Ny
The “Layered Cake” Product Strategy

Embedded finance creates new revenue streams for software companies, /
increasing margin and retention e

High Frequency
Data Exhaust

Increasing Margin
& Retention



Embedded Finance Business Case/ .k,




The Economic Multiplier

Expanding Revenue Potential per Customer

B 3-4x Revenue Potential
vs. SaaS alone

Lending/Capital
Transaction Fees ’
1x Base
E_; [ l « i
SaaS License Embedded Financial Full Embedded
Only Payments Products Finance

o



The Retention Engine: Operational Entanglement

Embedded finance creates a moat that reduces churn by 50%.

Gross Revenue Retention (GRR) Net Revenue Retention (NRR)
100% 110%
80% 89Y% ) 95% 105% ' - 1M1%
105%
60% \ 75%
|
40% 50%
20% ‘ 25% l |
|
0% — 0% e
Software Only Software + Software Only Software +
Embedded Finance Embedded Finance

When a platform handles a business's money, switching providers becomes an operational impossibility.




The Valuation Premium:
What Investors Pay For

' Premium
. over
software-

Pure SaaS

(—“"i

—

Pure Payments

3
A
s

High CAC.
Linear growth.
Standard multiples.

| Commodity pricing. it AN =— - -
Lower multiples. o —
' s .//‘“— -




The Blueprint: Shopify

From E-commerce Builder to Financial Ecosystem

Payments +

(The Wedge) »
L / y (

4 Shopify
( Core Platform

BT
‘(Banking/Accounts)

74%

Revenue from

Merchant Solutions . T

a - Shop Pa
Capital | (Consurr‘r)er Waxet)
(Lending) , J




The Hardware Trojan Horse: Toast
Solving the High-Volume Chaos of Hospitality

The Old Way

~

\&

The Toast Way

q O/ of Revenue
0 from Fintech

= Z//,////
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@ 100% Paymenf Attach Rate via Hardware Control




Compliance as a Feature: Clio

Solving Trust Accounting in the Legal Vertical

v

100% Doubled ARR to

Deposit oy
Client Trust 8 : 2 O M +
N Account u)

($1,000) e
e within 2 years of

, launching
@ embedded
payments.

Automated Trust Compliance

4

®

Client Payment Clio Logic

(§1,000) Deducted
Here Firm Operating
Account

Fees



Monetizing the Workflow

Freshbooks (B2B/Freelance)

ald 9 Days
ister

Value Prop: Speed of
Cash. Moved from
referral model to
PayFac-as-a-Service.

4

p

Mindbody (Wellness)

iIstomer LTV .

Value Prop: Stickiness.
Integrated booking and
payments reduces churn.




How Embedded Finance Works ~

Understanding the infrastructure partners behind the scenes. °

=| Infrastructure —n Platforms
~ ThePipes - o4 | TheDistribution

~ The Balance Sheet

"~

Banks (e.g., Cross . .Enablers: Embedded - Vertical SaaS

River, Green Dot) Finance Vendors (Your Company)
. 7
{;’ API Abstraction 2 Customer Relationship

DA

Growing Embedded Vendor Ecosystem allows
Software companies to launch Financial
Products in a matter of days / weeks




Embedded Payments: implementation spectrum
Build, Buy, or Partner?

Full PayFac
J

Low Risk / Low Yield. — High Risk / Max Yield.
Hand-off to bank. The Sweet Spot. Become the bank.

Speed + Economics. (e.g., Toast).




Underwriting with ‘Unfair’ Data Advantages K

Using Real-Time Sales Data vs. Lagging Credit Scores

The Embedded Capital Engine

Daily
Receipts

“‘@i/

Seasonallty

|

48
Growth Rate ,1‘1 \

Algorithm

Flexible for the merchant, lower risk for the platform.

d R

) { Repayment Mechanism: Automatic deduction of % of daily sales. J




Keeping Funds in the Loop

Embedded Banking & Issuing

+ Issue the bank account,
not just the payout.

#. Instant access to funds
(No T+2 wait).

«' Monetize interchange
on spending. ‘




It's Not Just an API Integration
Key Challenges & Risks

port Burden

Compliance Risk Management Support Burden
KYC, AML, and Trust Liability for fraud, Questions shift from
Accounting rules. chargebacks, and “Reset Password" to
credit losses. “Where is my money?"




Driving Adoption: It's Not ‘Build It and They Will Come’

A\ \

[

T

Marketing

Sell the benefit, not the
feature. “Get Paid Faster,”
not “Merchant Services".

B\

-

Customer Success

Support teams need
“Fintech DNA" to answer
questions about held funds.

A

Onboarding j ;

Friction kills conversion.
Pre-fill applications

using platform data.
| S,

\.
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C Adoption requires active education and incentives. )




You can't just ask your current Product Manager

to “do fintech.” A (E
Traditional The New Requirement:
SEERN MY GM of Payments
e Focus: e Focus:
: o User Experience, . * Vendor selection and
e Features, management, Risk &
Roadmap. Compliance, Margin

Optimization, Driving
/;\\doptlon

{

+

I’ Insight: Talent is scarce and expensive. Fractional GMs are emerging as a solutlﬂ

to access expertise without the full-time headcount costs. ]




Strategic Checklist for the C-Suite

® ) 7 \
Identify Control Points.
(Where does money change hands? Invoicing? Payroll?) |
R iy
L
Select Your Wedge.
(Usually payments, but is the real pain point working capital?) ,
P — 7

Evaluate Partners.
(Prioritize ‘Compliance as a Service’ and alignedr incentives.)

e e

e
N

Align Internal KPIs.
(Assign a GM with P&L responsibility. Treat as a product launch.)




The Future is Embedded

The winners of the
{ next decade won't be
- standalone banks or
standalone software.

They will be Vertical
Operating Systems.
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