Insights in

Sheel Mohnot

"ech iqﬁﬁstihg g!ELits

bright future

General Partner, 500 Startups (FinTech)

sheel@500.co - @pitdesi



/Topics

Setting the scene: Who am I?
Setting the scene: What is Fintech?
How has Fintech grown?

What caused this explosive growth?

Global trend in “traditional™ fintech: funding shifting from B2C

to BeB

Global trend in “nontraditional™ fintech:
cryptocurrency and blockchain
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/ My Journey

Sheel Mohnot

GENERAL PARTNER
500 FinTech Fund
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loans that change lives
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2x FinTech entrepreneur (2x
exits)-payments & money
transfer/escrow/auction

* FeeFighters sold to Groupon
(201e2)

* Applicant Auction sold to
Innovative Auctions (2015)

Invested in 30+ startups years
as an angel investor before
becoming a professional
(including seed rounds of
Instacart. Coinbase. Flexporta
Conekta)



/ 500 Startups is the World’s Most Active Seed Investor
~$500M AUM ~2000 Portfolio Companies 50+ Countries
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| World’s Most Active Early-Stage FinTech/Insurtech VC

~220 Portfolio Companies 26 Countries 3 Unicorns
The most active fintech VCs in 2017
By unique fintech company investments (new or follow-on)
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/Inlhat is Fintech? 500

Payments processing, card developers, Alternative underwriting, claims,
& subscription billing software tools distribution, and/or brokerage platforms
Tools to manage bills and track Sales & trading, analysis, and infrastructure
personal and/or credit accounts tools for financial institutions

PAYMENTS/ INSURANCE
BILLING

CAPITAL
PERSONAL
- FINANCE S
Audit, risk, and regulatory Investment and wealth management
compliance software platforms and analytics tools
WEALTH
REGTECH MANAGEMENT
if &
Companies leveraging blockchain Sl GEREHAl TR’ﬂ?IglE:ERI International money transfer
technologies for financial services CRYPTO =1 ‘ REMITTANCES and tracking software
e;s;
P feo ‘\
. @35  MORTGAGE/
, : LENDING REAL ESTATE o g o
Peer-to-peer lending & alternative Mortgage lending, digitization,
underwriting platforms and financing platforms

Technology-based solutions to make financial services more efficient,
whether by disrupting or enabling incumbents.




/ Where we invest: New financial services & enabling tech investments 500
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/Trends in Fintech

500

Apr 28, 20. Oct 26, 2074

CONFIDENTIAL T Google Trends search for “fintech”




/EIII].7 in numbers 500

FINTECH DEALS AND FUNDING HIT NEW HIGHS

2017 was a record year for VC-backed fintech

Annual global fintech deals and financing, 2013 - 2017 ($B)

1128

951 1023
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/2017 Investor Returns: Top 10 Public Fintech vs. Top 10 Banks 200

Fintech Incumbents -

-~ 89%

0.005 e * Incumbents?
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FINTECH COMPANIES
Q2'16 - Q2'17

29% 29%

Q216 Q316 Q416
M Corp / CVC Participation BQOther Investors

https://www.cbinsights.com/research/report/fintech-trends-q2-2017/ (Charts in Appendix 1).

Q117

== CVC PARTICIPATION IN GLOBAL DEALS TO VC-BACKED
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/ New Entrants: Over 15,000 Fintech Startups Globally |se
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/EEI].? in numbers 500

25 fintech unicorns valued at S75.9B

Global VC-backed fintech companies with a private market valuation of $1B+
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ILar'gest Public Companies by Market Cap (2001f
_ 201k)

#1 # 44 45
oo

$406B $272B $261B $260B
- @ . @
ToTrAaL
$446B $383B $327B $273B
o @
PetroChina Shell ICBC

$406B $2778B $237B $228B

2016

VisualCapitalist.com
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/' Bad news: they are Fintechs too
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/New Entrants: Retailers

2

Alibaba.com
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Valued at S150B
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/ New Entrants: Telcos
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/ New Entrants: Adjacent Financial Institutions

Marcus:

BY GOLDMAN SACHS ™
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dben job requests at Goldman Sachs
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/ FEB 13, 2017 @ 08:00 AM 10,578 @ 500

Is 2017 The Year Bank-Fintech Partnerships Hit

Product/Market Fit?
Why Bank-Fintech Partnerships Are Here to Ielecm
Stay
By: Kimberly Monty Holzel, William Stern In 2018, Banks Wi" Sta rt Buying

AUGUST 18TH, 2017

FinTechs Investing More Learn t«
Benchmark Innovation
@ Amit Goel
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Global trend #1.:
Funding interest

shifting (somewhat)
from B2C to B2B

Key guestion:

Can incumbents get
Innovation faster than
startups get distribution?

CONFIDENTIAL

Our view

VC’s initially were primarily looking
for B2C disruptors, but it’s changing.
Primary reasons:

Saturation

Because of problems (Betterment)
Because of successes (Marcus by
Goldman Sachs)

Because a wave of B2B players is
maturing (YayPay)

B2C players should ask themselves:
did I make a breakthrough in
business model, products offered or
technology? If not, they will struggle
to compete

Good examples: Robinhood, Kin, Mira
Bad example: Betterment

To be seen: Lemonade

3/21/18
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Global trend #2:
The rise of

cryptocurrency and
blockchain

Key question:

How to pick the signal from
the noise?

CONFIDENTIAL

A Brief History

The birth of the ecosystem- the big bang
(BTC), the iPhone moment (ETH)
Types of players in the asset space:
Cash (Bitcoin, ZCash)

Networks (Ethereum, EOS)

Apps (Augur)

There is a whole financial ecosystem
springing up: media, rating agencies,
exchanges, derivatives, events!

Lots of talent flocking to crypto

3/21/18
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Global trend #2:
The rise of

cryptocurrency and
blockchain

Key question:

How to pick the signal from
the noise?

CONFIDENTIAL

Funding In The Space

ICO market running wild- 7b in 2017
But it's changing rapidly

1,000 funds, some FoF, 1500 assets,

dozens of applications

We invest in equity deals (Omise,

Spring Labs, Loom)- but working

through the complications of investing

directly into tokens

Still, 99% of deal flow is noise:

companies that use blockchain but don'’t

solve a problem, or companies that

solve a problem but don’t need

blockchain

3/21/18
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Global trend #2:
The rise of

cryptocurrency and
blockchain

Key question:

How to pick the signal from
the noise?

CONFIDENTIAL

Predictions

What we like in the crypto space: cash
or store of value, privacy & identity,
stablecoins (experience)

Blockchain in the corporate environment
so far is a lot of noise but no action, but
there is some potential

Mass extinction of most utility tokens
and security tokens

ICO’s will look more like equity
crowdfunding (regulations, mix of
investors)

Talent currently flows from fintech to
crypto, that's where the easy money is

3/21/18
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Capital Markets
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Thank you!




