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APAC CONSUMER FINANCE MARKET
Buoyed by years of robust economic growth and booming household consumption, the
Asia Pacific (“APAC”) consumer finance market has grown rapidly in recent years

Consumer Finance Market
2015-21E, USD billion
KEY GROWTH DRIVERS

Economic Growth
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Source: Euromonitor, Quinlan & Associates analysis
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INCUMBENT SOLUTION PAIN POINTS
Despite strong historical demand, traditional consumer finance products have drawn
increased criticism and negative publicity from both consumers and merchants alike

Pain Points
Consumer Finance

POOR EXPERIENCE LOW CONVERSION RATES
Consumers typically need to apply at Traditional credit products do not drive
branches, with considerable waiting time conversion across consumer numbers
for loan application / approval and purchase rates for merchants

xX<&

STATIC ORDER VALUES

Consumers are not incentivised to
increase order values through

COMPLEX APPLICATIONS

Traditional products require consumers
to furnish a number of paper-based

documents, with high rejection rates traditional credit products
2
=
HIGH INTEREST & FEES NO MARKETING SUPPORT
Traditional products typically charge Lack of concrete partnerships result in
high interest rates, together with a merchants being unable to capitalise on
plethora of hidden fees and charges products being offered

MERCHANTS

..O
o™ CONSUMERS

Source: Quinlan & Associates analysis
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Recognising the limitations of incumbent solutions, various alternative consumer finance
solutions have emerged — the most notable one being Buy Now Pay Later (“BNPL”)

Traditional Consumer Finance
Business Model

3=80 70

Merchant Lender Consumer

Consumer buys goods from the Merchant’s catalogue
Consumer applies for credit / loan from the Lender
Lender pays the total transaction value to the Merchant

i8N Merchant confirms payment and delivers goods to the Consumer

Consumer repays principal plus interest to the Lender, via instalments

Lenders monetise consumers via interest
charges and / or processing / transaction fees

Source: Quinlan & Associates analysis

BNPL
Business Model

11 ] &

Merchant Lender Consumer

Consumer buys goods from the Merchant’s catalogue

Consumer applies for credit from and pays down payment to the Lender
Lender pays purchase amount, with MDR deducted, to the Merchant

n Merchant confirms payment and delivers goods to the Consumer

Consumer repays principal to the Lender, via instalments

Lenders monetise merchants via an MDR for

Revenue Source driving additional marketing and sales
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DISTINCT CREDIT INDUSTRY DYNAMICS
BNPL players in the region have markedly different positioning, largely reflecting the
divergent consumer credit industry dynamics across APAC

Credit Card Ownership

2020, %
80% < DEVELOPED MARKETS > <4 DEVELOPING MARKETS =)
68%
65% 64%
60%
49%
40%
21%
20%
4%
2% 2%
0% - | |
Japan Hong Kong South Korea  New Zealand Australia Singapore China Vietnam Philippines Indonesia

Source: Statista, Quinlan & Associates analysis



APAC BNPL LANDSCAPE
Due to the heterogenous nature of the APAC market, BNPL providers operating in the
region offer very distinct value propositions

APAC BNPL
Industry Landscape

- Developed
] Market Players
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3 PayLater by Groo
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Low-Income User Focus High-Income

Source: Quinlan & Associates analysis
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Developed Market Players

Developed market players operate
in countries where the population
is highly banked, with larger
disposable incomes

Supra-Regional Players
Supra-regional players typically
operate in more developed Asian
markets, such as Singapore, Hong
Kong, and Malaysia

Emerging Market Specialists

Emerging market specialists
operate primarily in ASEAN
countries, where most of the
population is unbanked
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SELECTED BNPL EXAMPLES

BNPL companies’ target users (across income levels) and partner merchants (across
merchant positioning) reflect their industry positioning

APAC BNPL
Selected Examples
User Focus Merchant Focus
_ Launch  Markets Users Low  Midde  High
Firm HQ Date Covered Merchants (million) Income  income Income  Staples Durables Luxuries

o
3 % Afterpay 2014 8 100,000 16
ox
Q +
g < |
o cEcs Paidy 2014 2 700,000 7

[ ]

Supra-Regional
Players

)
-
> @
[=ET)
L

Strategic Focus: ng h

Source: Quinlan & Associates analysis
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BNPL PLAYER DIFFERENTIATION
In addition to target users and merchants, BNPL players can be differentiated across
three dimensions: (1) service model, (2) offering, and (3) funding

Service Differentiation
Differentiation Dimensions

SERVICE MODEL

Offering

FUNDING

Maximum Limit
Repayment Tenure (months)

Repayment Channel
Credit / Debit Card
Bank Transfer

Digital Wallet
Others

Handling Fee
Interest Rate
Default/ Late Fee

Merchant Discount Rate
Merchant Browsing in App
Purchase in App

Offline Integration

Key Investors!

Applicable Not Applicable
¢ DEVELOPED > < SUPRA-REGIONAL > < EMERGING MARKET N
MARKET PLAYERS PLAYERS SPECIALISTS
[ D di
afterpaye®  p3[fsly atome&  halah  alexwiewe  Hredive

USD 1,000 USD 1,000 USD 1,300 USD 1,700 USD 300 USD 210
- [ s | 2z | 2 ] s | o1z |
S T I S I S N S N

v v 4 v 4

Apple Pay

1%
1.5%-40% < 53.4%

Google/Apple Pay PayPal QR Code QR Code QR Code QR Code

4%-6%

Tencent Aif @ MUFG CAPTTAL [AlaxsseTys b ANT vicTony panK
e GROUP
@MUFG  ASX P payPal ‘ f‘{l gg‘g:{gr M IDG Capital Treinveniure
SEQUOIA I

LInvestors provide capital for business admin., ops., and expansion; and BNPL companies separately seek capital to fund the extension of consumer credit
Source: Crunchbase, annual reports, press releases, industry interviews, Quinlan & Associates analysis
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INDUSTRY OUTLOOK
Presenting an attractive channel for credit access, the BNPL industry is expected to grow
rapidly, with gross merchandise value forecast to reach USD 361 billion by 2025

APAC BNPL GMV
2020-26E, USD billion

400
361.2
300
266.8
200 191.5
133.7

100 82.8

61.3

0 .
2020 2021 2022E 2023E 2024E 2025E

Source: Research and Markets, Quinlan & Associates forecasts
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Despite strong industry growth, BNPL players are facing challenges on a number of
fronts, with pressure being felt across each of their key stakeholder groups

Industry Challenges
APAC BNPL

HIGH CREDIT LOSSES

« Potential for high credit losses,
due to low user creditworthiness

HIGH ACQUISITION COSTS

« Significant marketing / acquisition
budget required to acquire users

LOW USER RETENTION

« Tendency for one-off usage for
discounts, but not repeated

* Increasing regulatory scrutiny
across the globe, with heightened
consumer protection requirements

Source: Quinlan & Associates analysis

tH

MERCHANTS

FINANCE PARTNERS

MDR PRESSURE

* Downward pressure on MDRs, as
multiple BNPL players attempt to
acquire the same merchant base

EXPANSION COSTS

* On-ground teams required for
overseas expansion, along with
additional expenses for campaigns

HIGH FUNDING COSTS

» Expensive source of funding, as
most BNPLs are not banks with
access to low cost deposits
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CREDIT LOSS (1/2) — DELINQUENCY RATES

BNPL offers consumers easier access to financing, which inevitably results in adverse

selection, reflecting consumers’ generally weaker credit profiles and/or higher credit risks

Delinquency Rates
APAC Developed Markets

20% BNPL Delinquency Drivers

Max

Adverse Selection
BNPL firms typically target lower income consumers who

Min
are a higher credit risk / have weaker credit profiles
15%

15%
KYC / Credit Assessment
BNPL firms conduct basic KYC checks and their credit scoring
engines can fail to adequately assess user risk profiles

10%

Impulse Purchase

BNPL drives impulse consumption, which may result in
purchase amounts higher than the user’s ability to repay

h 1.5%

Weighted Average

1.2% 0 e e
" Delinquency Repercussions
0.7% o
0% ’ BNPL firms can only freeze accounts, and so there are no
Credit Card BNPL further consequences to deter users from defaulting

Note that e developed markets in this figure include Australia, South Korea, and Japan
Source: annual reports, illion, CNBC, Sydney Morning Herald, ASIC, Statista, Quinlan & Associates analysis
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CREDIT LOSS (2/2) — CREDIT LOSS COVERAGE

Delinquency translates to lower repayment, decreasing the amount of capital available; as
such, BNPL firms need to process more transactions to cover for the capital lost

Credit Loss Coverage
Indexed

NOMINAL GMV REVENUE

EFFECTIVE GMV
100 15 5.0 15 100 30
Total GMV Credit Loss Revenue Credit Loss Original GMV Value Loss

1.5% credit loss of GMV
does not directly convert
to a 1.5% loss in revenue,

but instead translates to a
30% revenue loss

|
A credit loss of 1.5% of GMV means Because of the conversion between 30% of the original GMV is needed
that for every USD 100 worth of GMYV and revenue, with an MDR of to cover for the 1.5% loss in GMV,
transactions, the BNPL company fails 5%, a 1.5% credit loss in GMV resulting in an effective GMV of
to collect USD 1.5 of repayments translates to a 30% loss in revenue USD 70 per USD 100 processed

Source: Quinlan & Associates analysis
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HIGH USER ACQUISITION COSTS
BNPL companies spend considerable sums on marketing and offer significant discounts
to acquire users, driving sizeable losses during early years of scaling

Acquisition Cost Discount Rate
USD per User, Avg. per Quartile %, BNPL vs. Credit Card
60
Max 30% — 30% = Max
— 95 = 75th Percentile H Median
Median Min
25th Percentile
Min
40 20%
— 150@ —
20 10% L 1006 —
oy 5%
2%
1%
0 0% >
= 0
Acquisition Cost Cash Discount Cash Rebate
BNPL BNPL Credit Card

Source: annual reports, industry interviews, Quinlan & Associates analysis
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LOW USER RETENTION
While such incentives help to drive rapid user acquisition, consumer uptake is not
translating to meaningful retention rates for many firms, especially in emerging APAC

GMV from Repeated Users

%
100%
80%
0,
60% 65%
40%
20%
25%
0%
DEVELOPED APAC EMERGING APAC
BNPL Focus * Most BNPL companies have an established user base * Most BNPL companies are more nascent and compete
and focus on retaining customers through loyalty aggressively to acquire new users, typically through
programmes and repeat usage-based discounts extensive marketing campaigns and first-time discounts
User Behaviour » Customers are aware of the BNPL offering and many * Most customers are new to BNPL and use the service
have experience using it. As such, they are more willing to only for the initial discounts, reverting to traditional credit
use the BNPL solutions on a recurring basis channels if no loyalty rewards are offered

Source: annual reports, industry interviews, Quinlan & Associates analysis
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MDR PRESSURE
As a growing number of providers have entered the industry, we have seen ongoing

merchant discount rate (“MDR”) compression across the region

Merchant Discount Rate

%
-=»C Lifecvel Max
15% ompany Lifecycle E Ava
Min JIUPPTTTY sammEEm >
— 11% — ““"
10% “‘.'
8%
5% “". -
0%
Establishment Phase Development Phase Mature Phase
4—
LOW BNPL SATURATION HIGH

Source: industry interviews, Quinlan & Associates analysis
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HIGH MERCHANT ACQUISITION COSTS
BNPL firms have invested considerable sums building in-house business development

and sales teams to support merchant acquisition, which is extremely expensive

Team Set-Up
Merchant Acquisition

REGIONAL HEADQUARTERS LOCAL MARKET

@ BNPL Office

@ BNPL Sales Team
@ Merchant
BNPL Headquarter

Local BNPL Subsidiary

Brand Relations Team

S

International Brand Local BD Team

Store in HQ Market Store in HQ Market Store in Local Market Local Merchant

Source: industry interviews, Quinlan & Associates analysis
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BNPL companies need capital to finance credit extension, incurring financing costs and
exposing many players on-balance sheet credit risks, which is a key drag on valuation

Credit Extension Funding
Funding Nature

FUNDING SOURCE CREDIT RISK
Alternatives  Financial Private Mass On Off
FUNDING NATURE (PE/VC) Institutions  Investors Retail Bal. Sheet Bal. Sheet PORTION
Investors loan money to BNPL
Debt firms, with a specified maturity and
. . fixed interest rate (lower than the v I I I I I
Financing MDR charged), to be used for

credit extension to end customers

Investors invest in BNPL
companies, with an understanding

EF]UIty . that the capital will be used directly I [I [I [I [I
Financing for credit extension to end

customers

BNPL companies receive funding
Investment through structured products or

credit platforms, with customisable
Product terms depending on investor risk
appetite and return expectations

BNPL companies can establish

retail banks or retail banks can u
Bank ; .
. offer BNPL services, using
Deposits consumer deposits as a low cost —

source of funding to extend credit

BNPL companies act as a
Partner distribution chgnngl for players
L. . already operating in the consumer
Distribution credit industry to access additional
customers (i.e. BNPL users)

1000

Applicable Low ...uu High

Source: industry interviews, Quinlan & Associates analysis
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While regional regulators have been slower to respond to BNPL, we anticipate regulatory
requirements across APAC to catch up to Western markets in coming years

Regulations
BNPL
MARKET REG STANCE DESCRIPTION
Malavsi D D D D D «  BNPL is not regulated by Bank Negara Malaysia (‘BNM"), as it falls under a factoring
alaysia agreement instead of lending
* Viet D D D D D » No regulatory requirements on BNPL service providers with respect to their offerings and
Ietnam data privacy
- Ind . . D D D D * No specific laws for the industry, but BNPL companies need to comply with certain
n naonesia requirements for credit services
o
< v . J . D D D D + Stated an awareness of the industry but yet to draft any laws, given regulator is unsure if
& x apan BNPL will continue to develop in the market
<
= Singapore . . D D D + Increasing concerns with regards to consumers falling under unseen debt, and therefore
gap exploring stricter regulatory requirements
Philiooin . . . EI EI » Comprehensive laws and regulations on credit services, with established licensing
ppines requirements and regulatory expectations
Australi . . . . D + Upcoming reform on payments regulation to include the imposition of more stringent
ustralia supervision on BNPL providers and the industry
- G . . . D D * Proposal of a new directive on consumer credits by the European Commission, to replace
0 ermany the current Consumer Credit Directive
x
|-|'_J leJ E US . . . . . + Stringent requirements with past cases of licence rejections and fines, along with data
0N —_ requests for further industry evaluation
W <
== Qe U.K . . . . . * U.K. Treasury believes BNPL should no longer be exempted from consumer credit regime,
=[S T and suggested further regulatory oversight

Regulatory Scrutiny: Low DDDDD High

Source: press release, regulatory announcements / newsletters, Quinlan & Associates analysis
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FINANCIAL PERFORMANCE (1/2) — DEVELOPED MARKET PLAYERS
Suffering from pressure on multiple fronts, BNPL firms in the region are struggling to turn
a profit, with developed market players suffer from a -15% (negative) profit margin...

Financial Performance
Developed Market Players, Indexed (to Revenue)

Cost

Revenue Funding Staff Technology Profit / Loss
100
20

80

60
80% of the revenue is
attributed to the MDR,

40 . .
with the remaining
20% from late fees

20

O .
L

100 (25) (20) (15) (20) (20) (15) (15)

Bl vDrR B Late Fees Consumers & Merchants [l Funding Partners [l Operations

Source: Quinlan & Associates analysis
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FINANCIAL PERFORMANCE (2/2) - EMERGING MARKET SPECIALISTS
...with many emerging market specialists suffering from negative profit margins of 100%+

Financial Performance
Emerging Market Specialists, Indexed (to Revenue)

Cost

Revenue Funding Staff Technology Profit / Loss
100
75
50 50% of the revenue is
attributed to the MDR,
25 with the remaining
50% from late fees
0

-25
-50 -100
- ]

L

100 (20) (70) (30) (40) (15) (25) (100)

Bl vDrR B Late Fees Consumers & Merchants [l Funding Partners [l Operations

Source: Quinlan & Associates analysis
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STOCK PRICE PERFORMANCE
Recognising the challenges of operating an unsustainable commercialisation model,
BNPL valuations tanked across the board in 2021

Stock Price Performance
2021, Indexed

250 — humMmM == Openpay
— Zip m— Zebit
= Afterpay — Splitit

200 Sezzle — | ayBuy

150

50
0
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
-20.0% -22.5% -30.2%
humm Zip Afterpay Sezzle
-69.4% -77.0% I -80.0% I -82.1%
Openpay Zebit Splitit LayBuy

Source: ASX, annual reports, Quinlan & Associates analysis
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SOLVING FOR PROFITABILITY
Given the challenges being faced around profitability and valuations, a fundamental
rethink of existing BNPL business models is needed

Solving for Profitability
Three Channels

OPTIMISATION

Optimise operations across the entire
user value chain and source alternative,
low-cost funding channels

INTEGRATION

A INTEGRATION

Vertically integrate, including exploring
inorganic expansion options, to develop
an end-to-end consumer ecosystem

EXPANSION

Leverage existing offerings to diversify
product suite, customer focus, and / or
core business model

Source: Quinlan & Associates analysis
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Section 4.1 Optimisation
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OPERATIONS OPTIMISATION
We see a number of areas for optimisation across the end-to-end user journey (i.e. from
customer targeting to user retention), as well as in the BNPL firm’s funding sources

Operations Optimisation
User Journey & Funding Source

©)] e O
Riiiid -
USER TARGETING USER ACQUISITION USER EVALUATION

Industry Positioning Marketing Efficiency Credit Assessment
+ Focus on capturing higher- + Adapt marketing campaigns * Leverage additional data sets  + Create recurring points of
income / lower risk users (i.e. messages and channels) and re-evaluate risk engines contact, such as regular

to optimise acquisition efforts to better assess the true content, to maintain user
creditworthiness of users and interest / engagement and
reduce NPLs drive higher app usage

* Move up the merchant curve
(from consumer staplesto big  + Accelerate user acquisition
ticket durables / luxuries) through partner merchants via

relevanttools and incentives

e

[e]

FUNDING SOURCES

Funding Models

* Review existing funding channels and sources, and look to establish new partnerships with strategic funding partners to (1) minimise
ongoing funding costs and (2) move credit risk off-balance sheet

Source: industry interviews, Quinlan & Associates analysis



Optimisation

USER TARGETING (1/2) = MERCHANT POSITIONING PIVOT
A merchant positioning pivot can enable BNPL firms to drive top-line revenue potential
(from greater transaction values) at lower risk (given the focus on higher-income users)

Merchant Positioning
Evolution

° Merchant User
w Expansion Expansion
o
I _—
a
2
g Brand
IS Establishment
< 3
o
[}
=
D
o
@
|_
1
e
c
U
=
o
-
Low-Income Target Users High-Income

Source: Quinlan & Associates analysis

Brand
Establishment

Partner with low-to-
mid-range merchants
and acquire tail users

to establish brand
awareness

Merchant
Expansion

Expand to high-end
merchants based on
the consumption
ability / behaviour of
existing user base

QUINLAN
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User
Expansion

Attract higher-income
/ lower risk users
through partnerships
with high-end / luxury
merchants
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USER TARGETING (2/2) - CASE STUDY

Afterpay is a prime example is a BNPL firm that was able to shift its merchant partner

strategy over time, moving from discount retailers to higher end luxury brands

Afterpay
Positioning Pivot

In 2020, 48% of Afterpay

users belonged to the top TOP 5 PARTNER MERCHANTS
two household income

ofterpayAV brackets, relative to 43% 2016 2018 2020

of the general population
Discount Retail Mid-Market Retail Luxury Retail

-g’ ~ “’V@

: S saies DAVID JONES  JIMMY CHOO
s URBAN OUTFITTERS  MICHAEL KORS
KITCHEN

JEANswEST (@ TARGET  GIORGIO ARMANI

Target Merchants

House VANS HESSANTAURENT

o B~ W N BB

Petors

‘OF KENSINGTON

MARC JACOBS

Low-End

Low-Income Target Users High-Income

Thetop partner merchants of Afterpay gradually shifted

. . —l
from low-end retailers to high-end, luxury brands

Source: Afterpay, Accenture, Quinlan & Associates analysis
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USER ACQUISITION (1/2) - MARKETING
While BNPL is primarily a digital offering, consumption in Asia remains heavily offline-
focused, necessitating the need to leverage both online and offline marketing channels

User Acquisition
Marketing

ONLINE CHANNELS

Social Media Advertisements

* Leverage social media platforms to connect
with customers, build brand awareness, drive
customer conversion, and increase sales

* Example: Facebook, Instagram, LinkedIn

Paid Search Advertisements

* Place advertisement on online platforms by
E paying space-owners, who display ads based
on users’ previous search interests

» Example: Google / YouTube / Appstore Ads

0
10% Il Click-through Rate

Il Conversion Rate
5% l
N\ O

OFFLINE CHANNELS

Physical Advertisements

« Display advertisements on physical space,
across billboards, banners, newspapers, at
locations with high foot traffic / visibility

* Example: underground, train, magazine

Electronic Media Advertisements

* Promote through electronic media channels,
either via sponsoring programmes or
purchasing advertising time

+ Example: television, radio

_I - __ _BN
0 © ®

Click Through % 5.07% 1.55% 0.56% 0.88% 0.38% 0.30%
Conversion % 4.74% 0.90% 9.09% 3.10% 1.40% 2.90%
Cost Per Mille (USD) 5.16 6.46 11.54 6.70 3.53 3.67

Source: Pixability, Wordstream, Heap, Social Media Examiner, Adstage, Webfx, Fat Stacks, 4C Insights, Quinlan & Associates analysis




Optimisation

USER ACQUISITION (2/2) —= CONVERSION
BNPL can consider more scalable ways to drive customer acquisition, including moving
from a direct brand ambassador model to enabling merchant employees

User Acquisition
Conversion

1E
> &
DEPLOY >

-~

BNPL firm deploys brand
ambassadors to partner
stores, directly engaging with
customers to promote the
service, supporting customers
in service registration / usage

DIRECT MODEL

INDIRECT MODEL >

Source: Quinlan & Associates analysis

2

3

$

QUINLAN

&ASSOCIATES

&

4 (3

>> INCENTIVISE

>> ENHANCE

Partner merchants’ staff
receive training from BNPL
brand ambassadors, learning
more about the service details
and relevant support
procedures / processes

v

Educate merchant staff on
benefits of using BNPL

BNPL firm establishes
incentive programmes for
employees at merchant stores
to promote the BNPL service
to new customers, removing
costs from the BNPLs P&L

v

Motivate merchant staff to
encourage BNPL usage

*  BNPL firm monitors user
registration trends and
collects user / merchant
feedback to enhance
incentives to maintain service
promotion and user uptake

v

Implement adaptations to
maintain engagement



Optimisation

USER EVALUATION
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Effectively refining the credit assessment process will enable BNPL providers to operate
at risk levels that are more consistent with their tolerance / appetite, reducing NPLs

User Evaluation
Creditworthiness

Alternative Data

New

For emerging market specialists that
focus on long tail, unbanked
consumers, we see considerable
scope to establish alternative
methodologies and algorithms to
better evaluate user creditworthiness

User Type

Traditional Data

Current

Unbanked Bank Coverage

Source: Quinlan & Associates analysis

External Scoring

Banked

External Scoring

BNPL providers, especially bank-backed
ones, leverage information from external
scoring institutions, such as credit bureaus

Alternative Data

Most emerging market-focused BNPL
companies leverage alternative data to
evaluate users without exiting credit scores

Traditional Data

For recurring users, BNPL players can
collect data on spending and repayment
behaviours for ongoing monitoring
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USER RETENTION
To drive user retention, BNPL firms can consider the development of a “super app”, either
from organically or via partnerships / acquisitions

User Engagement

Super App
SUPER APP

ENGAGE

1 Regular, updated content to encourage consumers to
access the application on a recurring basis
BROWSE

2 Content engagement leads consumers to browse related
products / services, driving additional consumption

PAY
3 BNPL is integrated and offered as an option at check-
out, minimising friction to drive consumer adoption

Digital Content Users

Super App
@ H

USERS
CREATE
eCommerce 4 Users are encouraged to create content, either via a
social media model or incentives for consumption
. . MERCHANTS
BNPL Offering Merchants

PARTNER
5 Merchants list products on the eCommerce platform and
receive payment through the BNPL offering

Source: Quinlan & Associates analysis
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FUNDING SOURCES
Most BNPL firms currently bear credit risk, driving up funding costs due to NPL exposure;
we see considerable scope to explore alternative funding models via partnerships

Funding Model
Direct vs. Indirect

DIRECT FUNDING MODEL PARTNERSHIP FUNDING MODEL

BNPL Provider BNPL Provider

Credit Extension

Funding Partner Credit Institution

BNPL Provider establishes partnerships with Credit Institution and
Merchant, and determine partnership terms

BNPL Provider raises capital from Funding Partner (through equity
/ debt financing) or from retail population (through deposits)

Consumer browses for goods at Merchant’s store or website, and
chooses to pay through BNPL

Consumer browses for goods at Merchant's store or website, and
chooses to pay through BNPL

= =
~ -

BNPL Provider pays Merchant the purchase amount with the MDR Credit Institution pays the Merchant the purchase amount with the
deducted, bearing credit risk on own balance sheet MDR deducted, either directly or through BNPL provider

Consumer pays BNPL Provider through instalments, based on pre-
determined BNPL terms

Consumer pays BNPL Provider through instalments, based on pre-
determined BNPL terms

BNPL Provider transfers amount paid by Consumer to Credit
Institution, with handling fee deducted

BNPL Provider repays capital plus returns (dividends or interests)
to Funding Partner

Source: Quinlan & Associates analysis

o |~
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Section 4.2 Integration
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VERTICAL INTEGRATION

BNPL companies can consider vertically integrating along the consumer value chain by
leveraging some of their relevant capabilities

Vertical Integration
Online Consumption Value Chain W eCommerce N Credit Extension W Payments

ACTIVITY DESCRIPTION

E-COMMERCE PLATFORM
* Operate platform (website or app) for consumers to browse and shop
» Partner with merchants and list products for a platform fee

STEP 1

Browse online for
desired goods

STEP 2

Secure credit to
enable purchase

STEP 3

Execute transaction
by making payment

STEP 4

Deliver the goods to
the end-consumer

STEP 5

Collect outstanding
debt on loan provided

BNPL PROVIDER
» Extend consumer financing if consumer needs credit
+ Partner with eCommerce platform or merchants, charging an MDR

BORROW

PAYMENT SERVICES COMPANY
E » Offer different payment channels to facilitate payment for consumers
» Partner with eCommerce platform or merchants, charging a service fee

LOGISTICS SERVICE
» Collect, package, and deliver goods to consumers
*  Work with eCommerce platform or directly with merchants for a delivery fee

SA4dVYMNMOd

Debt Collection Agency
* Manage and collect bad debt from consumers if repayment is missed
» Work with credit providers and charge a service fee, or purchase debt

Source: Quinlan & Associates analysis




Integration

ECOMMERCE (1/2) - OVERVIEW

QUINLAN

&ASSOCIATES

By acquiring or establishing their own eCommerce platform, BNPL companies can directly
partner with retail merchants, increasing revenue through capturing a platform fee

eCommerce
Integration

CURRENT MODEL

BNPL Provider

B

Consumer

1 Consumer browses and purchases MSME products listed on the
eCommerce platform, and chooses to pay through BNPL

BNPL provider receives the credit application, which is typically

automatically approved, and transfers the relevant sum

3 eCommerce platform transfers money, with fee deducted, to the
MSME merchant

product to the consumer (independently or via fulfilment service)

MSME confirms receipt of payment, and subsequently delivers

Consumer repays BNPL provider over time, based on the pre-
determined repayment terms

Source: Quinlan & Associates analysis

Monetisation

INTEGRATED MODEL

Integrated Entity

B

Consumer

1 Consumer browses and purchases MSME products listed on the
eCommerce platform, and chooses to pay through BNPL

Integrated entity transfers the purchase amount, with platform fee
and MDR deducted, to MSME

3 MSME confirms receipt of payment, and subsequently delivers
product to the consumer (independently or via fulfilment service)

Consumer repays BNPL provider over time, based on the pre-
determined repayment terms
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ECOMMERCE (2/2) - CUSTOMER OWNERSHIP
We believe it is important for BNPL providers to work out how to “get closer to their end
customers,” providing them with greater pricing power

Direct Customer Ownership
eCommerce Platform

B =

Merchants Consumers

Retail Sale

Merchants rely on the eCommerce
platform to sell goods, receiving
revenue in the form of retail sales

Direct Direct
Ownership Ownership

Commission / Platform Fee

In exchange for facilitating the sale,
the eCommerce platform takes a

eCommerce Platform .
sizeable platform fee

BNPL
Services

o

BNPL

Service Fee / Subscription Fee

eCommerce platform pays service
/ subscription fee to receive non-
core, BNPL services

— Revenue Flow

Source: Quinlan & Associates analysis
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PAYMENTS
Integration with different payment services enables BNPL companies to be part of the — or
remove — substitutes, driving consumer flow

Payments Services
Integration

CURRENT MODEL INTEGRATED MODEL

Monetisation

Integrated Entity

BNPL Provider

B

2
o
)

[ e e ]

mH
>

Consumer
(w/o Credit Needs) (w/ Credit Needs) All Consumers

1 Consumer chooses to pay through payment services or BNPL 1 Consumer chooses to pay through the integrated entity, regardless
provider, depending on their need for credit of their need for credit
Payment services / BNPL provider receives payment instruction Integrated entity receives payment instruction and transfers
and transfers relevant sum to eCommerce platform relevant sum to eCommerce platform

3 eCommerce platform transfers money, with fee deducted, to the 3 eCommerce platform transfers money, with fee deducted, to the
MSME merchant MSME merchant

4 MSME confirms receipt of payment, and subsequently delivers 4 MSME confirms receipt of payment, and subsequently delivers
product to the consumer (independently or via fulfilment service) product to the consumer (independently or via fulfilment service)
Consumer repays BNPL provider over time, based on the pre- Consumer repays integrated entity for BNPL credit extended over
determined repayment terms time, based on the pre-determined repayment terms

Source: Quinlan & Associates analysis
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CREDIT & DEBT COLLECTION
Some BNPL firms have invested heavily in debt collection, including physical
infrastructure and / or technological solutions, which can also be further leveraged

Debt Collection
Integration

Debt Collection

DEBT PURCHASE / COLLECTION SAAS TECHNOLOGY

A

Physical Infrastructure

Technological Solution >

Purchase Debt
BNPL Provider Creditor

Deploy Team

a
Collect Debt

On-Ground Team

The BNPL provider purchases debt from a Creditor at a

discount, and uses its own physical infrastructure and on-
the-ground team to collect overdue debts from the Consumer

Source: Quinlan & Associates analysis

Pay SaaS Fee

BNPL Provider Creditor
Develop Solution Collection Service Collect Debt

SaaS Solution

The BNPL provider modularises its debt collection solution
and sells it as a subscription service to a Creditor, who uses
its functions to facilitate own debt collection process
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Section 4.3 Expansion




Expansion

PRODUCT EXTENSION
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Leveraging their experience in the consumer credit space, BNPL firms can explore other
credit products, based on the needs of their users (note: new licenses may be required)

Product Extension
Credit Products

BNPL

Short-term, interest-

free loans to buy
goods from specific
Description partner merchants

Loan Amount II]
Interest Rate [II]
Loan Duration II

g Credit Check [I [I
Merchant Coverage I I

Source: Quinlan & Associates analysis

Instalment Loan

Long-term interest-

bearing loans to buy
goods from specific
partner merchants

L
IR0
J1L

L
L

Payday Loan Cash Advance
Short-term, high- Short-term cash loans
interest cash loans to on credit cards, with

finance spending higher fees than other
between pay cheques credit card transactions

10000
J11]
10000

10000
J111]

B000C
L
B000L
B0
J111

Low ...uu High
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BUSINESS MODEL TRANSFORMATION
BNPL companies can also consider expanding into the service space, by modularising
proprietary technologies and offering them as SaaS solutions to other financial institutions

Financial Institution /
Credit Provider

Business Model Transformation
B2C to B2B

BNPL SaaS
Solutions
-------------- 1
1 1
1 1
1 1
1 1
1 1
i Alternative 1
: Risk Engine :
1 1
1 1
1 1
1 1
1 1
1 1
: eKYC !
| Solution I
]
Underbanked Unbanked

Customers Customers

Source: Quinlan & Associates analysis
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Section 4.4 Implications
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FINANCIAL IMPLICATIONS (1/2) — DEVELOPED MARKET PLAYERS
With suitable adjustments, we see the potential for developed market players in APAC to
reach profitability, with average profit margins of 27% attainable within three years, ...

Financial Implications
Developed Market Players, Indexed (to Current Revenue)

REVENUE ENHANCEMENT  =———)

Current Optimisation  Integration Expansion Target
Revenue Revenue Revenue Revenue Revenue
140
120
100
80
130
60
100
40
20
0
100 +0 +20 +10 130

Source: Quinlan & Associates analysis

<4 COST OPTIMISATION

Credit Marketing Funding Current
Loss Cost Cost Cost

115

%) 5) (8) 115
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FINANCIAL IMPLICATIONS (2/2) - EMERGING MARKET SPECIALISTS
..., While emerging market specialists can reduce their net loss margin from -100% at

presents to -17% over the same period

Financial Implications
Emerging Market Specialists, Indexed (to Current Revenue)

REVENUE ENHANCEMENT  =———)

Current Optimisation  Integration Expansion Target
Revenue Revenue Revenue Revenue Revenue
200

175

150

125

100

75 145

50 100

25

100 +20 +10 +15 145

Source: Quinlan & Associates analysis

<4 COST OPTIMISATION

Credit Marketing Funding Current
Loss Cost Cost Cost
b

A
-25
v

200

(15) ©) (10 200
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BANKS
With payment and credit distribution channels offered by banks forecast to decline in
coming years, we believe banks need to rethink their consumer credit product offerings

Banks
New Entrants

Market Share Growth
(eCommerce) 2020 W 2024F (2020-24F)
BNPL B +100%
Cash on Delivery o -48% I
Bank Transfer I -31% e}
5.3% =
3
(9%}
o
pebtcard I 2% g
oY)
QD
>
i ~
credicard I, - <0
Digital Wallet N . +16% l
Others - 4% -42%
0% 10% 20% 30% 40% 50%

Source: World Pay, Statista, Quinlan & Associates analysis



QUINLAN

&ASSOCIATES

PAYMENTS SERVICES COMPANIES
As BNPL operates as an alternative payment method, some incumbent payment services
companies have ventured aggressively into BNPL to defend their payments market share

Payments Services Companies
New Entrants

UNITED STATES JAPAN AUSTRALIA

= 1,653 160 @ 1,500 = L6
1,600 =—= 152 : ,
1,378,
1,200 140 13
1,000
800 120 121
113
100 500
400 100
100 23
0 80 0
2018 2019 2020 2021 2017 2018 2019 2020 2021 2016 2017 2018 2019 2020 2021E
BNPL User CAGR I BNPL User CAGR I BNPL User CAGR I

— BNPL Credit Card

Source: CEIC, Forbes, annual reports, Quinlan & Associates analysis
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REVENUE OPPORTUNITY
The total APAC BNPL GMV is expected to grow from USD 61 billion to USD 361 billion,
with developed market players processing 78% of GMV in 2025

APAC BNPL GMV
2020 & 25E, USD billion

400 Developed Markets Emerging Markets
Il China I India
350 Bl Australia Bl indonesia
Bl Japan Bl Thailand
300 S. Korea Hl Malaysia
Singapore Il Philippines
250 New Zealand Hl Rest of APAC

200
361.2
150
100
50 E—
. 61.3
0
USD 51.9 bn USD 9.4 bn USD 61.3 bn USD 280.2 bn USD 81.0 bn USD 361.2 bn
Developed Emerging Total Developed Emerging Total
Markets Markets GMV Markets Markets GMV
2020 2025

Source: Research and Markets, Quinlan & Associates forecasts
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APAC BNPL PROFIT OPPORTUNITY
If BNPL companies are able to make suitable adjustments to their strategies, the APAC
BNPL market could represent a USD 3.7 billion profit opportunity by 2025

APAC BNPL Profit Opportunity
USD billion

DEVELOPED MARKET PLAYERS EMERGING MARKET SPECIALISTS

20
15

10

CRE 1 i I
| | U —

-5
2020 2025E 2020 2025E
HISTORICAL STATUS QUO OPTIMISED HISTORICAL STATUS QUO OPTIMISED
(USD 0.3 bn) (USD 1.9 bn) USD 4.5 bn (USD 0.4 bn) (USD 3.3 bn) (USD 0.8 bn)
B Rrevenue Cost I Profit [ Loss

Source: Research and Markets, Quinlan & Associates forecasts
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OUR SERVICES
Our consultants have extensive experience in support incumbent BNPL firms in optimising
their businesses and aspiring entrants in market entry

Our Services
BNPL Industry

For Incumbent BNPL Players

1 2 3

BUSINESS OPTION GROWTH
REVIEW EVALUATION STRATEGY

Review the client’s existing strategy and Evaluate options across (1) optimisation, Prioritise options and establish strategy,
operations within the BNPL space, in order  (2) integration, and (3) expansion, based based on industry opportunities and the

to determine key capability gaps and pain on industry dynamics and taking into client’s specific circumstances, to optimise
points / challenges account the challenges identified growth potential in the BNPL space

For Aspiring BNPL Entrants

1 2 3

OPPORTUNITY COMPETITIVE ENTRY
EVALUATION ANALYSIS STRATEGY

Evaluate target markets (based on client’s Identify local / regional competitors and Prioritise markets and determine suitable
shortlist) to understand local / regional market leaders, to benchmark their market  industry positioning, along with detailed
demand dynamics, determining a potential ~ positioning / proposition and determine recommendations on service offering and
wallet opportunity in the BNPL space industry best practice operating model

Source: Quinlan & Associates
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DISCLAIMER

Copyright © 2022 Quinlan & Associates.

All rights reserved. This presentation may not be distributed, in whole or in part, without the express written consent of
Quinlan & Associates. Quinlan & Associates accepts no liability whatsoever for the actions of third parties in this
respect.

The information and opinions in this presentation were prepared by Quinlan & Associates. This presentation is not
financial or investment advice and should not be relied upon for such advice or as a substitute for professional
accounting, tax, legal or financial advice. Quinlan & Associates has made every effort to use reliable, up-to-date and
comprehensive information and analysis in this presentation, but all information is provided without warranty of any kind,
express or implied.

Quinlan & Associates disclaims any responsibility to update the information or conclusions in this presentation. Quinlan
& Associates accepts no liability for any loss arising from any action taken or refrained from as a result of information
contained in this presentation or any reports or sources of information referred to herein, or for any consequential,
special or similar damages even if advised of the possibility of such damages. This presentation is not an offer to buy or
sell securities or a solicitation of an offer to buy or sell securities.
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STRATEGY WITH A DIFFERENCE




