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C-Innovation offers you access to high quality, actionable,
business-oriented reports. by

Deep-dive # 8:

Over the next few months, our teams will be compiling

re-seqrch on g numlber of. successful FinTechs, taking o!gep l:: C=INNOVATION
dives into their company history, culture, success, competition EMPOWERING STRATEGY
and outlook.

By placing FinTechs under the magnifying glass, we offer a
better understanding of the factors that enabled them to
become challengers in the financial services industry, as a
guide for actors seeking to reach similar exponential growth.

Take a look at previous reports

Disclaimer: This report and the data it contains are for the exclusive use of the
person who acquired the report. It may not be used for commercial purposes,
These reports aim at providing actionable insights and distributed or sold in whole or in part to other third parties without the express
benchmarking to those interested in the financial technology written permission or license granted directly by C-Innovation or mind Research.

industry, and more specifically, to businesses and

. . . . This is not a commissioned report and all data used for the analysis is taken from
entrepreneurs seeking to improve their strategies and

' : A N26’s financial statements and other publicly available sources. The information
increase their competitiveness. presented here is intended for informational purposes only. The opinions expressed
here are those of their authors and do not constitute an offer to sell, or a

StCI / tuned for more! recommendation to buy any investment product or service.
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“We've bought a lot
of freedom with
this funding round

Jan Kemper
Chief Financial Officer for N26
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Executive Summary

Born in 2013, N26 aimed to solve inefficiencies of current
bank offerings, with the vision to be a fully and global
mobile bank account with a full range of products.

N26's market entry followed a mixed strategy. It focused on I .

rapidly onboarding customers with a simple prepaid
card product, whilst applying for a full European Banking
License, which it has leveraged to consolidate in the region,
servicing to over 20 EEA countries.

You've received a credit
of €160 from N26.

Expansion is key to N26's growth strategy and the
company is often targeting new geographical markets,
however now and again without testing the sustainability
of its success. With more than 2m clients, France shows its
success story.

As the market is putting pressure on neo-banks to prove
the sustainability of their model N26 moved away from
growth toward profitability focused indicators, where
increasing users’ activity and engagement are key to
ensure it is building a pathway to sustainable future
growth.

EMPOWERING STRATEGY
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N 920 Product Stack

®* N26 has teamed up with several companies to
offer users a variety of products and services.

® In 2020, N26 completes its premium offer with the
launch of new N26 Smart.

® In 2021, N26 strengthened its position and aiming
to generate new income streams through the

launch of Instalments and crypto trading.

N26
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Prepaid card
2015 2016 2017

Offering via partnership

N26's own product B bitpanda Crypto Trading

N26 Instalments

m N26 Smart (Premium subscription)
N, ption
Cashback and discounts
_ N26 You (Premium subscription)
o o Pay Apple pay
N26 Spaces

N26 Metal (Premium subscription) wework

i LendingClub P2P Lending
CLARK
Draisin.

Insurance
Savings
N26 Business
Consumer Credit Loans
Investment products
FX Transfers
Overdraft
CASH26

Prepaid customers move to Current Accounts

2019 2020 2021 2022



Expansion is key to N26's growth strategy and the company targets new geographical
markets, however now and again without testing the sustainability of its success.

N26 International Expansion Timeline
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-@-New markets opened/closed

Market Share of N26 by Country

Other Countries

() France
Brazil

< Netherlands

a
£ Usa Germany

) Italy

Based on apps downloads. Figures as October 2021.
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Source: C-Innovation Internationalisation Blog., EuroNews Brexit Timeline. Statista and Airnow data. 2021
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N26 launched on the French market, over 5 years ago, and has gradually established itself
as leader of Neo-banks in France.

Despite the strong competition N26 is imposing
its model in France
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in France
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+3,5m

active accounts
(End of 2019)

+70%

Clients are over
30 years old

2000 new clients joins N26 each day in France

®2.5M*

¢ One over two clients chose a paid
banking offer by N26

® More than 1 billion euros volume in
transactions per month on average.

® However, 3 in 4 French people have
never heard of N26

+60%
? Launched In 2020
in France

2017 2018 2019 2020 2021 2022

Source: KPMG. adapted C-Innovation. 2022. Nous fétons nos 2 millions de clients en France. N26. * Value 2022 estimated by C-Innovation.
Note: A customer is defined as a customer who has completed all phases of the account opening process.
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As the market is putting pressure on neo-banks to prove the sustainability of

their model, N26 moved to profitability focused indicators to ensure it is
building a pathway to sustainable future growth.
Key Performance Indicators

[ ] [ ] ,
Financial

. Burn Rate | Net Loss for the Year Gross revenue

Unit Economics
(revenue per customer)

Transaction volume and
customer deposits

“In 2021, we focused on building

a pathway sustainable future
growth”

“In all honesty, profitability isn’t

Net interest and

one of our core metrics” commission income ‘

o . . Net interest and
Maximilian Tayenthal Non-Financial SRR
Co-Founder & CFO, N26. commission income

Jan Kemper
Managing Director and COO/CFO, N26.

Customer .
acquisition Premium
q subscribers

Opening up new Focus on European

2 O 2 O . markets core markets 2 0 2]
\\\
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Under the context of the pandemic, N26 shifted priorities to substantially reduce costs and drive
operational efficiencies, that impacted revenue growth and decreased losses. Nevertheless, last year
substantial investments were necessary to strengthening regulatory frameworks, including systems
and personnel, driving an increase in administrative expenditure compared to 2020.

Gross Income, costs & Net Loss

2017-2021 (millions)

n
»

B Gross Income (millions)  mmm Profit/Loss (millions)  =—e=Costs £248

N26

€ 121

el 2£36 € 29
— ]
€(32) .
2017 2018 € (73) 2019
Revenue Streams Total Expenses

€ (151)
* Interest Income

* Fees and Commissions
« Other operating Income

€ (172)

Personnel expenses

Marketing and admin
Depreciation & impairment € (217)
Other operating expenses [
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CC%—ZD CM-Iol‘jNOGVSATICiN Source: Annual financial statements for the financial year from 01.01.2020 to 31.12.2020. N26 Ltda. Annual financial statements for the financial year from
01.01.2020 to 31.12.2020. N26 Ltda. Annual financial statements for the financial year from January 1, 2017 to December 31, 2017. N26.
Note: CAGR refers to compound annual growth rate.
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N26 delivered on its strategy to grow customer activity and account usage in 2021, driven
by product developments and retention strategies, resulting in increased daily account
usage but reducing the pace of customer growth.

Transactions Volume and customer growth

8M ® N26 customer growth was slower with just

@ Transaction Volume (billion)  -@=Number of Customers over Im new customers in 2021, 50% less

compared to 2m in previous financial year.
40% ® However, transaction volume increased by

5M

300K 500K £ 39
i oo
e, .

2016 2017 2018 2019 2020 2021

59% compared with 2020 reaching € 80bn.
® That is €10bn less than expected, as the
company claimed to be in track to process
over €90 billion in transaction volume in
October 2021.
® €10,000 is the transaction volume on

average per customer annually, a 40%

increase from €7,142 in 2020.

1

Source:_Annual financial statements for the financial year from 01.01.2021 to 31.12.2021 N26 Ltda. Annual financial statements for the financial year from January
C%)) C-INNOVATION 1. 2017 to December 31, 2017. N26. N26 has 500.000 customers. N26 Blog.. 2017. Challenger bank N26 raises $900 million at $9 billion valuation. 2021
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Compared to its British counterparts, N26 lags behind Revolut, in revenue and number of
customers globally. However, N26 have done a better job keeping losses under control.

Revenue Profit/Loss —e=Customers

N26

Millions of Local Currency/People :

$33Bn

Revolut $98n

valuation

$4.5Bn

\'s monzo

valuation

® $1,7 Bn funding

valuation

® $1,7 Bn funding ® $1.1Bn funding
20
222 — — g
£168 €182 > —
€92 €12 £67 £79
£58
5 £19
4
2019 2020 2021 2019 2020 2421
-£32
-£107 e 151
-€172
-£207 -€ 217
— &
'31% Note: Gross Income

Note: Figures correspond to end of Financial Year 2021.
Source: N26, 2021 Annual Reports, Released on October 2022.

data is taken for N26
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Revolut and Starling Bank are ahead of N26 when it comes to the total value of customer
deposits. Monzo lags behind with half of competitors deposit volumes.

Deposits: How do these Challenger Banks differ ?

Starlin
£9.03 9 Bank 9

**" Revolut

£8.02* =
Deposit volumes by Top European digital bank N 2 6
(£Billions)

ssssssssssssssss

2019 2020 2021 2022

* Estimated values for N26 and Revolut for years 2021 and 2022.

Source: Players financial reports from 2018 to 2022.
Note. Values for N26 for 2022 and Revolut for years 2021 and 2022 has been estimated, using average customer deposits +15% increase from previos available

year (2021 and 2020) and multiplied by the effective number of customers reported by each company for years 2021 and 2022. For comparison consistency
N26 values has been converted into sterling using an Exchange rate of 0.86 pounds per Euro.
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Starling Bank is the biggest lender of the 4 featured Neo-banks despite having

the least customers.

Loans and advances to customers by Challenger Bank

(£Millions)

£3,266

Starling
@5 s

£54 £171

2019 2020 2021 2022

Loans and Advances to Customers for
Starling grew by 45% to £3,266m, as a
direct result of new mortgage lending
under the Government-backed BBLS
and CBILS schemes and Inclusion of

mortgages in 2022.

M

monzo

£19 £144  £105 £259
_—-

2019 2020 2021 2022

Monzo customers have borrowed
£259m in 2022, up from £105m in
FY2021 following a loan decrease
of £39 million during the

pandemic.

Source: Players financial reports from 2018 to 2022.
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- £2,026*

£1,773* I

£1,098
£528

2019 2020 2021 2022

Loans and advances to customers
amounted to EUR 1,274 million in 2020
(£1,098m). These were broken down
into EUR 776.6m in municipal loans,
EUR 319.2m in mortgages and EUR
177,6m on overdraft facilities and
installment loans used by customers.

* Estimated values.

Revolut

£202
.
2019 2020 2021 2022

£0 £1 £18

Revolut launched consumer lending
services, In July 2020, comprising
unsecured loans and credit cards, to
customers in Lithuania through its
Lithuanian incorporated banking
subsidiary, Revolut Bank UAB. These
services were extended to Polish

customers towards the end of the year.

Note. Values for N26 for years 2021 and 2022 has been estimated, as it was not released as part of their financial statements 2021. We used average customer loan
value from previos available year (2020) and multiplied by the effective number of customers reported by N26 for years 2021 and 2022.
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The research team

Research Analyst
@ I1sabel Richardson

Isabel has graduated with a degree in
Economics and French from the University of
Queensland, Australia. She has split her studies
between Australia and France, where she also
attended Sciences Po in Paris. She has a
personal interest in sustainable investment as
well as regulations in the finance industry.

C-INNOVATION
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Research Analyst
@ charlotte Ford

Charlotte is an Innovation and business
Master student from the University of
Paris-Saclay, in France. She speaks
fluently French and English and has strong
interest in start-up innovation, technology
and sustainable finance.

Leading Consultant
@ Javier Guevara Torres

Javier is co-founder and CEO of C-
Innovation. Having worked with both
technology companies and corporates
such as HSBC and Santander, he has a
unique view of the challenges from both
sides of the table.
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For any feedback, comments or any research suggestions feel free to reach us at hello@c-innovation.eu
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Get the complete report at www.C-Innovation.eu !
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This study was carried out by. Do not hesitate to follow us via
social media to keep you informed of the latest FinTech
developments.
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