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BaaS - added value for the financial world & more

"Open banking and banking-as-a-

"Banking as a Service (Baas) is ATt _
busi . hich service will be the next big hype cycle

a business strategy in whic in FinTech, which will drive a new

banks make their internal Tl

] "Banking-as-a-Service on e ol i gps.

infrastructure and platform the rise" - Florian Ertelt - Frank Rotman, founding partner of

available to third parties Head of Sales Germany, QED Investors

(fintechs, start-ups and other Treezor
financial service providers) so
that they can distribute their
innovative financial solutions
without having to acquire "Fir\t'ech custome.rs benefit from the best

. . . conditions and services from one or all of the
the.'r own bankmg.hcence or BaaS provider's modular banking partners.
build up an extensive eriling £ & Sarien e e Meanwhile, the banking partners generate

infrastructure.” e malEsien of &l new business and diversify their revenue
digital banking experience." streams with limited regulatory risk and

- Sarah Kocianski, Head of
Research at 11:FS

compliance burden."
- Sankaet Pathak, Co-Founder & CEO Synapse
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Baa$S ecosystems: providers, enablers and distributors
BaaS ecosystems result from the collaborative interaction of providers, enablers and distributors

Providers Enablers Distributors
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Source: Deloitte Analysis
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Status quo of the BaaS market
The current product range is geared towards retail banking, but a shift towards SME business is clearly recognisable

"In recent years, Baas$ providers have developed a wide range of services and products that are integrated into their
customers' ecosystems”

Market assessment Trends

The market is currently dominated by banking products for retail investors: Accounts and credit
cards dominate the market, but e-wallets, wealth management and lending are generating growing

Potential |
1
' demand in all markets.
|

Growth

Current

More balanced distribution between retail and corporate/SME banking: The future promises a clear
shift towards BaaS offerings for corporates and SMEs, as strong expansion is forecast.
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Lending “OO ‘”‘ Growth areas:

1
----- :_-----_----.._-----_---- e * SME loans - SMEs will increasingly turn to integrated financing as traditional offerings have not
1

Payments .‘OOO,“OO, met their needs in the past

ey e * Financing at the point of sale - BNPL and other POS financing products are expected to double

&

x

8 E Treasury ‘OOO ‘”O worldwide in the next three years

L

> E' """"""""""""""""" * FXservices - are in high demand in e-commerce, healthcare, manufacturing and the automotive
| Lending :COOO:C”Q: industry

Source: Deloitte Analysis
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Future development of the BaaS market
For Baas, significant growth is expected worldwide, but especially in EMEA, although the industry players are facing
major challenges

Global BaaS market growth to 2030 (in bn USD)
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"Around 50-60% of Baa$ platforms plan to expand their partnerships with

Average annual growth
of approx. 30%

2488

Fintechs make up the

largest group of Baa$S
367 platform customers
(share of 26%)
2021 2030

Baas$ users (B2B and B2C) by 50% over the next five years."

Developments in EMEA

Sales growth

Expansion

The challenges

S60- S80bn by 2025 and up to $300-350bn by
2030 - due to the adoption of BaaS by large
institutions

in new sectors, e.g. logistics and transport,
telecommunications, healthcare

such as the ongoing crisis caused by the lack of
familiarity, and product maturity being still in
its infancy in some cases.

Source: Verified Market Research, Global Banking-as-a-Service (Baas) Market Size by Enterprise (Large Enterprise, Small & Medium Enterprise), Banking as a service - Eine Standortbestimmung ("Die Bank") 06,2022, Solarisbank ends months of trembling with ADAC deal ("Capital") 02,2024, Deloitte Analysis
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Current dynamics of Banking as a Service

The growing emergence of Banking as a Service solutions is also leading to increased criticism of the legal and regulatory
framework conditions

What BaaS$ providers are calling for:
VOLKSBANK ODENWALD — Simplification of the legal situation

* Provision of APIs for third-party providers to — Relieving the burden on smaller companies
integrate banking services into their by reducing "bureaucracy” and

applications Volksbank "complexity"
* Expansion of the range of services offered by _— Odenwald

VR Bank Odenwald in the area of Banking as a Do these requirements match the
Service assessment of the supervisory authority?

Traditional bank

"It [the complexity] makes it difficult for

young companies to enter the market. And
SOLARISBANK it places a particularly heavy burden on
 Solaris, a Berlin-based fintech company, takes small companies in general."

over 1.3 million ADAC credit cards Fintech Solaris sichert —  The EU could follow the example of other

* Solaris plar'ms to use the funds to secure thfe wichtigsten Deal seiner count.rles such .as tlflwe UK with its "strong-
ADAC credit card programme, strengthen its . and-simple regime".
: : i » W Geschichte
core capital and invest in the resilience of its T

platform (Press release on the annual press conference on 14
May 2024 )
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Il. Legal Basis
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Banking as a Service: What is it?

Buzzword or legal term?

Deloitte Legal 2024
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Banking as a Service: What is it?

Deloitte Legal 2024

\/ <

Angela, the brain

> <

J. Contractual relation & Contractual relation

Bolaris, the bank

Angela and Christoph are not in a contractual
relationship, but they feel “as if” they were.

>

Christoph, the customer
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Banking as a Service: an attempt at legal qualification

Could this be outsourcing?

What is Outsourcing?

Cf. EBA/GL/2019/02 “An arrangement of any form between an institution, a
payment institution or an electronic money institution and a service provider by
which that service provider performs a process, a service or an activity that would
otherwise be undertaken by the institution, the payment institution or the
electronic money institution itself."

Deloitte Legal 2024

Why doesn't outsourcing fit exactly?

One argument against the outsourcing and
delegation provisions as a legal basis for
"BaaS" is the fundamental requirement that
the outsourcing provider be able to
"insource" again.

© of the argument by Dirk Zetzsche
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Banking as a Service: What is it?

With "BaaS", the service provider requests the services of the supervised company and not - as with established outsourcing - the other way around.

The familiar outsourcing definitions see the supervised company as the initiator of the collaboration; with Baa$, the outsourcing provider is usually the
initiator.

Let's start by using the term "reverse outsourcing" as a working assumption.

Why do you see the
dog in the picture?
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Banking as a Service: (No) legal basis in the EEA - Europe

CRD, MIFID, PSD and AIFMD Digital Operational Resilience Act
as the current legal framework for —_ (DORA)
the subsectors Possibly a link?

What about DORA?
The new regulation deals with the defense against ICT risks and does not

establish a link to "BaaS" activities.
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Banking as a Service: (None) Legal framework in the EEA

We do not see a harmonised legal framework for "BaaS in the EEA.

The EBA and ESMA could consider a joint approach for a harmonised European approach. In the end, the legislator will probably have to

act. But how?

It may take a while before a common basis is created here. However, it is worth thinking about this in more detail.

Deloitte Legal 2024 Webcast “Banking as a Service”

17



The German trauma - Wirecard as a

We remember:

wirecard

Wirecard AG

negative benchmark

Wirecard Bank customer
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1. Is outsourcing really “a solution for everything"?
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Banking as a Service: Supervisory options
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Zen — Doing Nothing

Prohibition a la David Hume

Continuation as outsourcing

DORA Approach

Special regulation
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Outsourcing as a "solution for everything"?

Status quo of the BaaS market Banking as a Service: (Mone) Legal framework in the EEA

How do you tame BaaS - a "strange creature"?

"In recent years, Baa$ providers have developed a wide range of services and produc.. v wiv ivegs wec s e v
customers' ecosystems”

‘We do not see a harmonised legal framewerk for "Baas in the EEA.

Market assessment rends

@ The EBA and ESMA could consider a joint approach for a harmenised European approach. In the end, the legislater will probably have to
The market is currently dominated by banking e

cards dominate the market, but e-wallets, wealtl

demand In all market

sis Is ereated here. However, It is worth thinking about this in more detall.

More balanced distribution between retail and
shift towards Baa$ offerings for corporates and 5|

i e 0000 000

! Growth areas:
! Lending | @@ 0000

*  SME loans - SMEs will increasingly turn to integrated financing as traditional
Payments . .. met their needs in the past
L +  Financing at the point of sale - BNPLand other POS financing products are expected to double
[ ] 900 worldwide in the next thi

""""""""""""""""" +  FXservices - are in high d n e-commerce, healthcare, manufacturing and the automative

® 0000 industry

What now?

Bespoke regulation

Licence holder as access point for regulation: "Delegation’ : .
A customised solution must be found!

R R K
O

Technology-orientated financial regulation: DORA

Source: Dirk Zetzsche
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Banking as a Service: Supervisory options

Zen — Doing nothing is no solution — the risks are obvious

Prohibition a la David Hume — Not a solution either; this would rule out a sensible business model

Continuation as outsourcing — As shown: probably does not fit; the current audits with the outsourcing providers are of no practical use
either

DORA Approach — Probably not: DORA deals with compliance — strengthening at the licence holder’s level only

Special regulation — For example, analogous to ownership control; Why shouldn’t BaaS models be treated similarly to the “intention to
acquire a bank”?

Deloitte Legal 2024 Webcast “Banking as a Service”

22



Q&A
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Thank you very
much
for your attention
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Experience the future of law, today

Deloitte Legal, that are

more than @ Attorneys
in countries

who work closely together
across national borders and together with
other Deloitte business units

We create (added) value

Services of Deloitte Legal

Our three overlapping service areas enable us to advise our clients when and where needed and in the most suitable form to realise their

visions.

Legal Legal
Management Managed
Consulting Services

Legal

Advisory

Models, concepts and Outsourcing und Legal
systems to increase Managed Services
efficiency

As part of the Deloitte global network, Deloitte Legal works with a wide range of other specialisms to provide multinational legal solutions and globally integrated service:

in line
with your company-wide vision

Deloitte Legal 2024

() m
oo

customised
for your business units and branches

{l:r:"l"r‘s supported by technology customised
for improved collaboration and transparency to your regulatory requirements
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Deloitte Legal has a strong global
presence

It can be very challenging to coordinate a large number
of legal advisors around the world without losing sight of
individual aspects.

As one of the world's leading legal consultancies,
Deloitte Legal can help you overcome challenges and
realise your vision by being your single point of contact
for your global legal needs.

Key

. Deloitte Legal footprint

Deloitte Legal practices

1. Albania 15. Chile

2. Algeria 16. Colombia

3. Argentina 17. CostaRica

4. Australia 18. Croatia

5. Austria 19. Cyprus

6. Azerbaijan 20. Czech Rep.

7. Belgium 21. Dem Rep of Congo
8. Benin 22. Denmark

9. Bosnia 23. Dominican Republic
10. Brazil 24. Ecuador

11. Bulgaria 25. El Salvador

12. Cambodia 26. Equatorial Guinea
13. Cameroon 27. Finland

14. Canada 28. France

Deloitte Legal 2024

29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.

Gabon
Georgia
Germany
Greece
Guatemala
Honduras
Hong Kong SAR, China
Hungary
Iceland
Indonesia
Ireland
Italy

Ivory Coast
Japan

43.
44,
45,
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.

Kazakhstan
Kosovo
Latvia
Lithuania
Malta
Mexico
Montenegro
Morocco
Myanmar
Netherlands
Nicaragua
Nigeria
Norway
Paraguay

57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.

Peru
Poland
Portugal
Romania
Senegal
Serbia
Singapore
Slovakia
Slovenia
South Africa
Spain
Sweden
Switzerland
Taiwan

71.
72.
73.
74.
75.
76.
77.
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Thailand
Tunisia

Turkey

Ukraine
Uruguay

United Kingdom
Venezuela
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