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Executive Summary — Flight to Quality and Scale WINDSOR DRAKE

The Industrialized Consolidation Era 2 Valuation Bifurcation

While median revenue multiples have stabilized, a sharp divide exists. High-quality
Q12026 marks a definitive shift from "growth at all B2B infrastructure and Vertical SaaS command 6.5x-8.5x premiums, while
costs" to rigorous unit economics. Acquirers are commoditized legacy players remain compressed.

building fortresses, prioritizing assets that deliver
immediate operational leverage over speculative
potential. & Return of the Megadeal

Scale has become the primary determinant of survival. Global Payments'
acquisition of Worldpay signals that mid-market hollowing is forcing strategic exits
across the payment ecosystem.

(@3 Capability M&A: Al & Rails

Strategic urgency is driven by Agentic Al (autonomous execution) and institutional
stablecoin infrastructure. Traditional FIs are compelled to buy rather than build
4.2x-4.7X

these critical moats.
MARKET MULTIPLE STABILIZATION

$ 24- 2 5 B © Seller's Market for Efficiency

MEGADEAL ACTIVITY RETURN ) ) . )
A window of opportunity has opened for efficient assets. Founders demonstrating

Rule of 40 adherence (Growth + Margin) are seeing competitive tension and
control premiums.




Executive Summary — Founder Implications & WINDSOR DRAKE

Playbook

Strategic Pivot Required

Founders must pivot from "growth at all costs" to
"industrialized efficiency" to attract premium offers.
Acquirers are scrutinizing contribution margins and
infrastructure scalability, rewarding assets that serve as
"plug-and-play" solutions for modernization.

FOUNDER IMPERATIVE

"Position as a strategic enabler, not just a
disruptor. Prove your ability to industrialize
trust and efficiency for institutional
buyers."

oo Prioritize Rule of 40

«

Balance growth and profitability. Premium exits are reserved for companies where
(Growth % + EBITDA Margin %) exceeds 40%, demonstrating sustainable unit
economics over pure topline scale.

Package Software + Payments

Drive stickiness and LTV expansion by bundling vertical software with embedded
financial rails. Integrated models command 2-3x higher revenue multiples than
standalone processing.

Prove Al Industrialization

Move beyond pilots. Demonstrate measurable cost deflation through Agentic Al
that autonomously handles fraud, compliance, or customer service, decoupling
revenue growth from headcount.

Cross-Border Readiness

Prepare for regulatory divergence. Being fully compliant with frameworks like
PSD3 and MiCA creates immediate value for US acquirers seeking European
market access without the compliance headache.

Optimize Outcome Strategy

Align exit path with profile: Target strategic aggregators for distribution scale, or
Private Equity platforms if profile fits the "buy-and-build" efficiency thesis.
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Founder FAQs — Valuations & Timing (1/2)

Q1 What valuation multiple should we benchmark? @2 When is the right time to run a process?

Avoid broad averages. High-growth infrastructure typically
trades on EV/Revenue (8x-10x+), while mature payments and
lending models are priced on EV/EBITDA (12x-22x). Ensure you
are referencing the correct subsector cohort.

Q3 Is the IPO window viable vs. M&A?

The IPO window remains highly selective, favoring scaled
assets ($200M+ ARR). M&A often offers a superior risk-
adjusted outcome due to control premiums paid for synergy-
rich assets and immediate liquidity.

Q5 How do we maximize our exit multiple?

Q4

Launch when you can demonstrate 4—6 quarters of predictable
performance and while holding 12-18 months of runway.
Negotiating from a position of strength is critical to capturing a
scarcity premium.

Who are the most active buyers today?

Activity is driven by Strategic Corporates (Banks, Processors)
seeking Al capabilities, PE Platforms executing consolidation
roll-ups, and Cross-Border Acquirers seeking regulatory-
compliant market entry.

Valuation premiums are awarded for efficiency and compliance. Target Net Revenue Retention (NRR) >115%, demonstrate "industrialized" Al
operations that decouple revenue from headcount, and maintain a rigorous regulatory compliance posture.



Founder FAQs — Diligence & Deal Terms (2/2) WINDSOR DRAKE

Q6

Q8

Should we expect earn-outs? Q7 What are the primary cross-border risks?

Yes. Earn-outs have become standard for bridging valuation Focus on regulatory divergence. Key friction points include
gaps, particularly for Al-focused companies or those with Antitrust scrutiny (HSR/CMA/EC), strict Data Residency laws
early traction where future growth curves are unproven. Expect (GDPR/CCPA), and national security reviews (CFIUS/UK NSI)
performance-linked payments over 12-24 months. alongside payment-specific frameworks like PSD3/MiCA.
What factors Kill deals in diligence? Q9 What deal structure trends are dominating?
Deal-breakers typically include weak cohort economics, There is a strong resurgence of all-cash offers from well-
unpredictably high churn rates, unresolved regulatory or IP capitalized corporates and PE. However, complex deals
ownership issues, and cultural incompatibility that threatens increasingly require pre-planned structural remedies
post-merger integration. (divestitures) to satisfy aggressive antitrust regulators.

Q10 How long does a typical M&A process take?

Plan for a 12-18 month total timeline. This includes 6—9 months of internal preparation (audits, positioning), 3-6 months for market
engagement and negotiation, and 3+ months for regulatory approvals and closing conditions.



Q12026 Market Snapshot: Activity & Pricing Reset

Global Capital Availability & Deal Value Trend ($ Billions)
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Momentum Rebound: Aggregate deal value has surged +40% vs. historical average, fueled by the return of
megadeals (e.g., Global Payments) and ~$940B in PE dry powder seeking deployment.
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VALUATION RECOVERY

4.2x-4.7x

Average EV/Revenue multiple, stabilizing from 2024
lows driven by rate clarity.

Al STRATEGIC SHIFT

o/ (o)
17% = 20%
Share of deals with core Al components
(Agentic/Infra), commanding premium pricing.

PE DRY POWDER

~$940B

Record capital availability specifically allocated to
fintech & software buyouts.

Key Recovery Driver

"Industrialized Consolidation" has replaced speculative
growth. Acquirers are deploying capital for assets that offer
immediate operational leverage and scale, driving a
bifurcation in the market.



Q12026 Deal Volume and Value Trends WINDSOR DRAKE

Quarterly Deal Activity (Global)
CORPORATE VOLUME GROWTH
BOO S1208
(o]
+10%
200 Year-over-year increase in corporate M&A volume,
signaling a shift from "build" to "buy".
$1008
BO0
MEGADEAL CONTRIBUTION
$808
500 > $35B
o= = Total value of deals exceeding $10B in Q1 alone,
; 7 marking a sharp reversal from 2025.
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200 Percentage of total deal value driven by payments
consolidation and infrastructure plays.
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Key Sector Driver
Megadeals Return: Total deal value surged in Q12026 driven by the return of >$10B transactions, Lending subsector activity remains muted due to credit risk
particularly in the Payments sector. Corporate volume growth remains robust (+10% YoY) as strategic sensitivity, while Payments and vertical software

acquirers prioritize scale consolidation. consolidation drive the bulk of high-value transactions.



Valuation Landscape Overview WINDSOR DRAKE

Significant bifurcation between high-growth infrastructure and commoditized legacy assets (Q12026)

Agentic Al Infra
PREMIUM FOR INFRASTRUCTURE

rtical Saas (Embedded) Agentic Al and Vertical SaaS
command 2x-3x premiums over

legacy players, reflecting scarcity

value and operational leverage.
BZB Payments

MATURE SEGMENT PRICING

Legacy Processors and Lending Tech

Blockchain Infra trade on EBITDA (12x-15x) rather than

revenue, signaling commoditization
and focus on cash flow.

Legacy Processors 47x 12x - 15x EBITDA
MARKET MEDIAN
The median fintech multiple has
stabilized at ~4.5x, creating a clear
Lending Tech % IRAKERITON "barbell" valuation distribution.
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ublic vs Private Multiples Convergence

Evolution of Valuation Spread (EV/Revenue Multiples)
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Rapid Convergence: The historical valuation spread between public and private markets has compressed
significantly to ~1.1x (from 3.6x in 2023), driven by public market recovery (+1.2x) and continued private
market capitulation (-1.3x) as 2021-vintage valuations reset.
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VALUATION SPREAD

11X

Current premium of private markets over public
peers, down from peak levels.

PRIVATE RESET

- o

19%

Decrease in average private multiples since 2024 as
down-rounds accelerate.

CONTROL PREMIUM

%

Y

20%

Implied premium for control transactions vs minority
stakes in current deals.

Structure & Terms Insight

"Headline" private valuations often mask structured terms.
2026 deals frequently include liquidation preferences
(1.5x-2x) and PIK dividends that effectively lower the
common equity valuation below the reported post-money
figure.



VALUATION DRIVERS

Valuation Bridge: 2024 Baseline to Q12026

a 4.2x average.

+i.6x

Al-Driven Hule of 40
Deflation Focus

2024 Rate
Basaline Mommalization

Bl Total Valuation (EV/Revenue) B Expansion Factor (+)

Net Expansion of +1.0x: While regulatory headwinds and commoditization create a combined -0.5x drag, the
sector has benefited significantly from rate stabilization and the "efficiency dividend" of Al, driving a resurgence to

[
-0.3x
-0.2x
Regulatory Legacy
Costs Commuoditization

B Compression Factor (-)
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Q1 2026
Average



Deal Size Distribution: The Barbell Market

Deal Volume by Size Bucket (Deal Count %)
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The market has bifurcated into high-volume capability tuck-ins (65% of deals) and transformational

£1B - $10B (Large)

=$108 (Megadeal)

+200%

+150%

+100% 2

+50%

megadeals. Mid-sized assets ($100M-$1B) face a liquidity squeeze as buyers prioritize either scale or specific

IP.
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TUCK-IN DOMINANCE

65%

Share of deals valued <$100M, driven by "acqui-
hires" for Al talent and product extension.

MIDDLE MARKET GAP

- o

22%

YoY decline in $100M-$1B deal volume, reflecting
the "too big to fail, too small to scale" trap.

MEGADEAL RESURGENCE

5 Deals

Transactions >$10B in Q1 alone, signaling a
definitive return of scale consolidation.

Strategic Implication

Founders in the $100M-$1B range face a binary choice:
aggressively acquire to reach platform scale (> $200M
ARR) or sell to a strategic consolidator before competitive
moats erode.



Comparable Transactions — Valuation Framework WINDSOR DRAKE

Peer Selection & Calibration

We employ a rigorous "Quality of Revenue" filter rather
than broad industry codes. Comparable sets are
defined by business model (SaaS vs. Transactional),
retention profile (NRR >110%), and Rule of 40
adherence to ensure apples-to-apples valuation
calibration.

OUTPUT: VALUATION BANDS

High-Growth Infra 8.0x -10.0x EV/Rev
Vertical SaaS 7.0x - 8.5x EV/Rev
Mature Processing 18x - 22x EV/EBITDA

V¥ Peer Set Methodology

Selection prioritizes fundamental economic drivers over sector labels. Key filters
include revenue model (recurring vs. re-occurring), gross margin profile (>70% vs.
<40%), and customer concentration risks.

ole Metric Normalization

|

Financials are adjusted to normalize growth (organic vs. M&A), profitability
(standardizing R&D capitalization), and retention (net vs. gross churn). We apply a
"Rule of 40" premium adjustment for top-decile performers.

Structural Adjustments

Headline multiples are adjusted for deal structure realities. We discount for heavy
earn-out components (risk-weighted) and apply premiums for all-cash
consideration vs. illiquid stock.

Control Premium Calibration

Valuation indications include a specific control premium layer (typically 20-30%)
for strategic acquisitions where synergies (cost/revenue) can be concretely
underwritten by the acquirer.



Notable Transactions Q12026 — Case Highlights

Strategic Themes

Q12026 deal activity reflects three distinct
strategic imperatives driving capital
allocation:

1. Scale Defense

Massive consolidation in merchant acquiring to
combat margin compression and build global
volume moats.

2. Capability Injection

Banks and platforms acquiring specialized
infrastructure (Al, fraud, stablecoins) to
modernize legacy stacks.

3. Take-Private Arbitrage

PE sponsors capitalizing on public-private

valuation disconnects for cash-generative assets.

WINDSOR DRAKE

Global Payments - Worldpay $24.25B

STRATEGIC RATIONALE: SCALE CONSOLIDATION

Creating a pure-play merchant solutions giant to defend against Adyen/Stripe. Synergies driven by
massive volume aggregation and backend unification.

Fifth Third -~ Comerica $10.9B

STRATEGIC RATIONALE: REGIONAL SYNERGY

Regional consolidation combining payments leadership with commercial banking reach. Defensive
move against national money center competition.

Thoma Bravo - Verint $2.0B

RATIONALE: Al INFRA

Centerbridge - MeridianLink$2.0B

RATIONALE: TAKE-PRIVATE

Platform play for Al-enabled fraud
detection and customer engagement
infrastructure.

Acquiring essential lending/digital account
opening rails with stable cash flows.

Stripe - Bridge $1.1B
STRATEGIC RATIONALE: STABLECOIN RAILS

Largest crypto acquisition to date; integrates stablecoin platform to own cross-border settlement
infrastructure and future-proof global payments.



Payments Sector: Exit Benchmarks

Valuation bifurcation drives premiums for embedded finance (6.5x-8.0x Revenue) while

scale players consolidate on EBITDA multiples due to margin compression.
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Il EV /Revenue Range (Growth) [l EV /EBITDA Range (Mature)

KEY OBSERVATION

The 2-3x revenue multiple gap between Embedded Finance and Legacy Processors reflects
the market's shift from "processing volume" to "workflow ownership" as the primary value
driver.
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Embedded Stickiness

Vertical SaaS integration creates high switching costs and
reduces churn significantly compared to standalone
processing. Investors pay premiums for "captive" payment
volume attached to mission-critical software.

Scale Consolidation

Commoditized processors (e.g., Global Payments, Worldpay)
are trading on EBITDA (12-22x) as margin compression forces
MR&A. Scale is now the primary survival mechanism in
merchant acquiring.

Buyer Priorities

Networks (Visa, Mastercard) and PE platforms are seeking
new rails and vertical capabilities. Strategic acquirers are
prioritizing assets that expand their addressable market
beyond pure transaction fees.



Lending & Banking: Valuation Compression WINDSORDRAKE

Valuations remain compressed as the market prioritizes "quality of earnings" over "cost of
acquisition," penalizing unsecured credit risk exposure.

1 11.5x
10 & BaaS Regulatory Scrutiny
= Bx Enhanced oversight on partner bank models is significantly
2 increasing compliance costs and operational complexity,
E creating headwinds for Banking-as-a-Service valuations.
=
2
g
s ¢ = g |~ Credit Risk Sensitivity
BLEk
. Investors are heavily discounting growth from unsecured
' Ix lending portfolios to account for potential delinquency spikes,
R . favoring secured assets and proven credit models.
EV / Revenue EV /EBITDA Price / Book
Ii Strategic Buyer Focus
B Valuation Range (High) [l Valuation Range (Low) P/B Ratio (Tangible) ) o
g g g g Banks and Asset Managers are targeting acquisitions based
on tangible book value and low-cost deposit gathering
VALUATION IMPACT capabilities rather than pure topline growth metrics.

The wide spread between EBITDA multiples (11.5x) and Revenue multiples (3.0x) highlights
the capital intensity of the lending model compared to pure software infrastructure.



WealthTech Exit Landscape: The Al Premium

A dramatic bifurcation sees Al-native platforms commanding ~3x revenue multiples over

traditional digital advisors as wealth transfer accelerates strategic urgency.

Al-Native Platforms - L4x - 16x
HybridModern Wealth - £.5x - 11x
Traditional Robo-Advisors - 4.5x - 5.9x

Asset Mgmt Software 3.5x - 5x

EV I Revenue Multiple {x)

I Premium Valuation (10x+) [l Standard SaaS Valuation (5-10x) Legacy Valuation (<5x)

KEY OBSERVATION
The 14-16x valuation range for Al-native platforms reflects an "Innovation Supercycle"

premium, where acquirers pay forward for technology that fundamentally alters the cost-to-

serve model.

N
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Al Personalization & Scale

LLMs enable hyper-personalized advice at zero marginal cost,
breaking the "human capital constraint" that has historically
capped wealth management margins. This scalability justifies

SaaS-plus multiples.

$84T Wealth Transfer

Massive generational shift to digital-native heirs necessitates
modern, tech-first platforms. Incumbents are buying "youth
appeal" and UX capabilities to retain assets across

generations.

Strategic Acquirers

Wirehouses (Schwab, Fidelity) and PE firms are aggressively
acquiring scalable infrastructure. The focus has shifted from
B2C robo-advisors to B2B enablement platforms that power

advisor efficiency.



InsurTech: Enablers vs. Carriers

Market bifurcates between capital-light SaaS enablers (6.0x-10.0x) and balance-sheet carriers (2.5x-3.8x) exposed to

underwriting risk.

12x

10x

Bx

Gx

EV [ Revenus Multiple (x)

dx

2%

Ox -

G - 10x

Saas Enablers (Tech)

Bl SaaS Enablers (High Range)

B Carriers (Low Range)

2.59% - 3.8x

Full-Stack Carriers (Risk)
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Valuation Drivers

B SaaS Premium Logic

Investors reward zero balance-sheet risk and high
recurring revenue models with enterprise software
multiples (8-10x).

®m Carrier Discount
Despite tech front-ends, full-stack carriers trade with
traditional incumbents due to regulatory capital drag
and loss ratio exposure.

®  Buyer Priorities

Strategic interest focuses on Al-driven claims
automation and fraud detection tools that improve
incumbent loss ratios.



Blockchain & Crypto Infrastructure

Infrastructure valuations are recovering sharply, with premium assets in crypto/DeFi rails

commanding 15x=17x revenue multiples as institutional adoption accelerates.

15x - 17x

5.5x - 7.5x

O ax- 5

EV | Revenue Multiple (x)

Crypto / DeFiInfrastructure  Tokenization & Custody Platforms Consumer Crypto Apps

B Crypto/DeFi Infra (High Growth) B Tokenization & Custody

KEY OBSERVATION

The bifurcation is driven by the perceived "toll road" status of core infrastructure. Assets
enabling settlement and custody are priced as critical utilities, while consumer-facing apps
trade at lower multiples.

(1
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The "Internet's Dollar"

Stablecoins have cemented their role as the primary
settlement layer for internet-native commerce. Infrastructure
facilitating stablecoin issuance and movement is seeing
massive strategic demand from payment networks.

Regulatory Clarity (MiCA)

Europe's MiCA framework has provided the regulatory
certainty required for institutional capital deployment. This is
driving a wave of acquisitions as banks seek licensed entities
to enter the digital asset space safely.

TradFi Entry

Traditional financial institutions (TradFi) are actively acquiring
custody and settlement capabilities. The strategic imperative

is to own the rails for future tokenized deposits and real-world
assets (RWAs).



Vertical SaaS & Embedded Finance

WINDSOR DRAKE

Integrated software-plus-finance platforms command significant premiums (7.0x—-8.5x) over

horizontal peers due to superior unit economics and cross-sell leverage.
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Vertical SaaS + Embedded Horizontal SaaS Legacy ERP
B Vertical SaaS + Embedded Finance B Horizontal SaaS Legacy ERP

VALUATION DRIVER

The valuation arbitrage exists because vertical platforms own the "system of record,"
enabling lower CAC for financial products and expanding LTV by 2-3x through payment
monetization.

U Workflow Stickiness

[ 2

Deep integration into daily business operations creates high
switching costs. Platforms embedding payments and lending
become the operating system for their vertical, reducing churn
to near-zero levels.

ARPU Expansion

Cross-selling financial products (payments, lending, payroll)
significantly expands Average Revenue Per User. Captive
audience economics allow for efficient distribution with
minimal incremental CAC.

Buyer Premium

Consolidators, particularly PE platforms and large software
incumbents, pay premiums for these capabilities to drive
"platform" theses. The ability to layer fintech revenue on SaaS
creates a durable compounding growth engine.



Al-Native Fintech: The Scarcity Premium WINDEORDIRARE

Agentic Al infrastructure commands an 8.0x=10.0x valuation premium as banks prioritize
"industrialized trust" capabilities that deliver immediate deflationary opex impact.

Deflationary Economics
B - 1 . . ..
o Autonomy in fraud detection, customer servicing, and

.5x - B.5x compliance is driving valuations. Acquirers are paying

forward multiples for assets that demonstrably decouple
- revenue growth from headcount growth (opex deflation).

Audx- 4 x © Industrialized Trust

Banks are moving past generative experiments to acquire
"industrialized trust" capabilities. Proven governance
frameworks and auditability are now prerequisites for M&A,

EV | Revenue Multiple (x)

favoring infrastructure over pure-play apps.

Agentic Al Infra Vertical Al SaaS Standard Fintech Avg ﬁ} Infrastructure vs Application

The premium is concentrated in the infrastructure layer—
model orchestration, secure data rails, and autonomous

B Agentic Al (Scarcity) [l Vertical Al SaaS Standard Fintech

DEAL VELOCITY SIGNAL agents—rather than end-user applications, which face

17-20% of all Q1 2026 fintech deals now feature a core Al component, signaling a shift from
experimental pilots to critical infrastructure acquisition.

commoditization risks.



Subsector Valuation Heat Map: Q12026

Premium valuations cluster in Al Infrastructure and Vertical SaaS, driven by strategic scarcity. Capital-intensive models face

continued compression despite deal volume recovery.

SECTOR

BUYER APPETITE

VALUATION MULTIPLE (EV/REV)

AVG. DEAL SIZE

WINDSOR DRAKE

Agentic Al Infra

Vertical SaaS

B2B Payments

WealthTech

Blockchain Infra

Legacy Processors

Lending / Banking

Valuation Intensity:

@ Premium / High

Very High

Strategic & PE

High

PE Platform Focus

High

Bank Modernization

Moderate

Wirehouse Buyers

Moderate

Infrastructure Only

Low

Defensive Scale

Selective

Credit Risk Aversion

@ standard / Moderate

Discounted / Low

8.0x - 10.0x

Scarcity Premium

7.0x - 8.5x

Embedded Stickiness

6.5x - 8.0x

Flow Automation

5.0x - 7.0x

AUM Retention

5.5x - 7.5x

Settlement Rails

~4.5Xx

Commoditized

2.6x - 3.0x

Book Value Focus

Distressed

$250M - $1B

Capability Buys

$500M - $2B

Consolidation

$1B - $5B

Scale Mergers

$100M - $500M

Bolt-on

< $250M

Tech Acqui-hires

> $10B

Megadeals

$500M - $1B

Distressed / Value




Strategic Acquirer Mapping: Buyer Appetite by Sector

WINDSOR DRAKE

Strategic acquirers prioritize capability gaps (Al, Payment Rails), while PE sponsors focus on cash-flow consolidation and
platform roll-ups. Tech platforms seek ecosystem expansion.

SECTOR FOCUS TRADITIONAL FIS PRIVATE EQUITY TECH PLATFORMS
HIGH HIGH MEDIUM

Payments Scale & Modernization Carve-outs & Roll-ups Embedded Capabilities
($2B+ Bolt-ons) (Focus on EBITDA) (Vertical Integration)
MEDIUM MEDIUM LOW

Lending High-Quality Books Only Specialty / Distressed Partner-First Model
(Balance Sheet Plays) (Value Arbitrage) (Avoid reg. weight)
HIGH HIGH LOW

WealthTech Al Advisory & Retention RIA Aggregation Direct-to-Consumer Niche
(Wealth Transfer Defense) (Fee-based Revenue) (Specific UX)
MEDIUM HIGH LOW

InsurTech Distribution Channels Brokerage Consolidation Data/Analytics Only
(MGA Acquisition) (Operational Efficiency) (No Risk Taking)
MEDIUM LOW HIGH

Blockchain Custody & Settlement Speculative Stablecoin Rails

Vertical SaaS

Acquisition Appetite:

(Infrastructure)

LOW

Payment Processing Only
(Not Software Buyers)

@ High (Primary Focus) @ Medium (Opportunistic)

(Regulatory Concern)

HIGH

Platform Buy-and-Build
(Rule of 40 Targets)

Low (Niche Only) Minimal / Avoid

(Cross-border flow)

HIGH

Ecosystem Lock-in
(Workflow Dominance)




Traditional Fls as Buyers — Defensive Modernization

Strategic Motives: Buy vs. Build

Traditional institutions are shifting from internal R&D to
defensive capability acquisition. The "build" cycle for
Agentic Al and blockchain rails is too slow to combat
fintech disruptors, compelling banks to acquire modern
stacks for defensive modernization.

Acquisition Patterns

Preference remains for bolt-on technology deals
(<$2B) rather than large-scale cultural mergers. Banks
favor initial strategic partnerships or JVs that de-risk
the technology before executing a full buyout option.

<$2B

PREFERRED DEAL SIZE

15% - 20%

DEAL SHARE (BANKS)
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ses Integration Approach: Semi-Autonomous Units

To preserve innovation culture, acquirers are adopting a "federated" model.
Targets operate as semi-autonomous units to retain talent, while backend
compliance, risk, and capital requirements are enforced at bank-grade standards.

Priority: Fraud & Al Defense

Top acquisition priority is Al-driven fraud detection and identity verification. With
synthetic identity fraud rising, banks are paying premiums for proven defense
layers that can be deployed across their legacy customer base.

Priority: Regulatory Automation

Acquirers seek RegTech assets that automate compliance for complex frameworks
(PSD3, MiCA). Automation is viewed as a deflationary lever to permanently reduce
operating expense ratios.

Priority: Real-Time Infrastructure

Modernizing core payment rails for real-time settlement (FedNow, SEPA Inst)
remains a key driver. Banks are buying middleware layers to bridge legacy cores
with instant payment networks.



Private Equity Acquisition Patterns WINDSOR DRAKE

Deployment Pressure & Strategy Ideal Target Profile

Sponsors prioritize assets demonstrating Rule of 40 adherence. Key criteria
With ~$940B in dry powder creating intense include efficient growth, >80% recurring revenue mix, and low churn rates to
deployment pressure, PE sponsors are aggressively support leverage capacity.

targeting efficient growers and executing platform
consolidation strategies to build scale.
%4 Value Creation Playbook

Standard operating procedures now emphasize pricing optimization, mix shift
toward higher-margin software revenue, and aggressive buy-and-build
consolidation in fragmented verticals.

X Aging Portfolio Catalyst
With 50% of PE holdings exceeding a 5-year hold period, 2026 is poised for a

~N
$940 B wave of secondary buyouts and strategic exits as funds seek to return capital to
DRY POWDER AVAILABLE LPs.
o
50%
PORTFOLIOS >5 YEARS OLD # Deal Structure Trends

Resurgence of all-cash transactions for certainty, though earn-outs remain
common to bridge valuation gaps for high-growth but unproven Al capabilities.



Tech Platforms & Cross-Border Strategics WINDSOR DRAKE

Ecosystem Control & Expansion < Infrastructure Ownership

Consolidators are acquiring fundamental payment layers rather than just
Tech giants and fintech consolidators are moving applications. Stripe's acquisition of Bridge exemplifies this move to own stablecoin
aggressively to own the rails of global commerce. The settlement rails, reducing dependency on legacy banking networks.

acquisition of core infrastructure—particularly

stablecoin rails—signals a shift from partnership models

to full vertical integration to secure ecosystem & Geographic Expansion Strategy

sovereignty. Acquirers are prioritizing assets with established regulatory footing in key markets.

Gaining EU passporting rights and access to high-growth APAC corridors via
acquisition is faster than organic licensing processes.

412 Regulatory Arbitrage & Optimization

Cross-border playbooks now explicitly model regulatory arbitrage opportunities.
Firms are leveraging M&A to optimize FX exposure and WACC by diversifying

G I 0 b a I Re a C h operations across divergent jurisdictional frameworks.

CROSS-BORDER CAPABILITY AS PRIMARY M&A DRIVER

Ve rti Ca I De pth /¥ Antitrust Structural Remedies

FULL STACK OWNERSHIP FROM UX TO SETTLEMENT . . . . . .
To navigate increasingly strict global antitrust regimes, large platforms are

proactively designing deals with structural remedies and divestitures baked into
the transaction architecture from day one.




Competitive Positioning: Rule of 40 Drives Premiums

Market leaders cluster above the Rule of 40 line, commanding valuation premiums >7.0x. While Al-Native and

Vertical SaaS exhibit high efficiency, legacy providers struggle in the value trap.
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@ Al-Native & Infra (Premium)

® Vertical SaaS & B2B

Legacy & Consumer (Value Trap)

(&) Bubble Size = ARR Scale

a0



Geographic Deal Distribution: NA vs. Global

Deal Value Share (%) vs. Avg. EV/Revenue Multiple (x)
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Valuation Gap: North America continues to command a premium (~4.8x) due to deep exit liquidity and
megadeal activity. Europe (~3.9x) offers a valuation arbitrage opportunity for US acquirers, driven by
fragmentation cleanup.
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NORTH AMERICA DOMINANCE

~60%

Share of global deal value, anchored by US-based
megadeals and PE platform activity.

EUROPE VALUE PLAY

~25%

Significant volume driven by regulatory
consolidation; lower multiples reflect fragmentation
discount.

APAC BIFURCATION

3.0x -6.0x

Wide variance in multiples: high growth premiums in
SE Asia/India vs. mature market stagnation.

Key Geographic Theme

US dominance is reinforced by a robust IPO pipeline and
structural remedies enabling large mergers. Europe remains
a buyer's market for consolidation, while APAC activity is
polarized by growth stage.



Competitive Moats Driving Premium Valuations WINDSOR DRAKE

In Q4 2025, valuations >10x Revenue are reserved for companies demonstrating defensibility through four structural advantages. Data
Moats and Al-Native Operations have overtaken pure network effects as primary value drivers.

ASSET VALUE: HIGH SCALE VALUE: HIGHEST
-
= Data Moats @  Al-Native Operations
Proprietary data training predictive models Scalability decoupled from headcount
» Creates virtuous cycle of product improvement difficult to replicate o LLM-driven support and automated compliance
« Unique underwriting or personalization capabilities « Demonstrates non-linear margin expansion (Rule of 40)
» Action: Deepen data collection across all touchpoints « Action: Integrate Al to drive operational leverage
BARRIER VALUE: MED-HIGH GROWTH VALUE: HIGH
\ Regulatory Licenses ™ Network Effects
Hard-to-acquire charters and approvals Two-sided platform value creation
» Direct access to rails without middleware dependencies » Incremental users add value to entire ecosystem
» Compliance-by-design as a competitive barrier o Drives lower CAC and higher retention rates

« Action: Leverage licenses to reduce unit costs o Action: Incentivize participant-led growth loops



Exit Valuation Optimization Strategies

@ Pricing Power & Margins

Demonstrate defensible unit economics through clear pricing
leverage 6-12 months pre-exit.

« Shift from cost-plus to value-based pricing models

« Implement usage-based tiers to capture upside potential

« Target >15% ARPU lift across top customer cohorts

© Revenue Quality

Maximize multiple expansion by engineering predictability and
resilience into the revenue model.

« Increase recurring revenue mix to 80%+ of total

» Improve Net Revenue Retention (NRR) to >120%

« Reduce customer concentration (top 10 accounts <20%)

WINDSOR DRAKE

© Rule of 40 Efficiency

Prove scalable profitability alongside topline growth to attract
premium strategic and PE interest.

« Reallocate opex from low-ROI channels to R&D

« Deploy Al automation to decouple headcount from revenue

» Reduce CAC through product-led growth (PLG) mechanics

@) strategic Narrative

Create competitive tension by framing the asset as a platform
enabler rather than a point solution.

« Position as "Platform" infrastructure vs standalone tool

« Present quantified synergy cases (Revenue/Cost)

« Map specific strategic gaps for top 5 potential acquirers

@ Founder Takeaway: Valuation is not just a math exercise but a function
of perceived risk and scarcity. Executing these four levers systematically
de-risks the asset while amplifying scarcity value.



Positioning for Strategic Acquisition WINDSOR DRAKE

STRATEGIC PILLARS TACTICAL PREPARATION

Capability Fit g% Strategic Buyer Mapping
Conduct a gap analysis of potential acquirers (Banks, Tech Platforms,

Strategic value is driven by unique IP that fills specific Competitors). Map your specific capabilities to their declared strategic deficits to

buyer gaps. Demonstrate proprietary data/Al assets frame the narrative
and modern tech stack readiness to justify "buy vs.

build" decisions.

5 Proof-of-Integration

Integration Ease Develop technical materlals.demgr'wstratlng speed—to-yalue within the e?cquwer S
ecosystem. Pre-empt technical diligence by showcasing modular architecture.
Acquirers pay premiums for "plug-and-play" assets.

Minimize critical dependencies, document APIs

thoroughly, and present clean financials to de-risk the @ Synergy Quantification
post-close roadmap.

Don't leave synergies to the buyer's imagination. Explicitly model top-line and
bottom-line impact in the management presentation to anchor valuation

. discussions.
Synergy Density
Move beyond standalone value. Quantify revenue lift
from cross-selling into the acquirer’s base and model U Comprehensive VDR Readiness
cost synergies from shared infrastructure to support Build a defensive Virtual Data Room (VDR) addressing regulatory compliance, IP

higher multiples. ownership, and customer concentration risks before the first engagement.



2026 Valuation Forecast Scenarios

While the median fintech multiple has stabilized at 4.2x EV/Revenue, 2026 presents a divergent outlook.
Our Base Case assumes modest expansion to 4.5x, while a "Bull" Al-supercycle could drive multiples

toward 5.5x.
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Y T

B Base / Historical Bull Case Bear Case
2021 2022 2023 2024 Q125 Q225
BULL CASE 5.5X BASE CASE 4.5X
Key Drivers Key Drivers

« Aggressive Fed cuts (>150bps)
e Al "Supercycle" drives 12% M&A growth

« IPO window fully reopens

STRATEGY: ACCELERATE GROWTH

« Steady rate normalization (75-100bps)
e 7% M&A volume growth

« Selective IPOs & consolidation

STRATEGY: BALANCE GROWTH & PROFIT

Q325 Q4 25 2026 (F)
BEAR CASE 3 .OX
Key Drivers

« Inflation resurgence / Rate holds
» Regulatory crackdown on Al/Crypto
» Geopolitical shock freezes M&A

STRATEGY: CASH PRESERVATION



Emerging Opportunities & Trends WINDSOR DRAKE

Next-Gen Growth Vectors

Beyond core payments, capital is flowing rapidly into
"connective tissue" infrastructure that automates
complex B2B workflows and ensures regulatory
compliance in an Al-first world.

@

High Growth

B2B2X Payments

Treasury automation, Al-driven AP/AR reconciliation,
and sophisticated cash management solutions
replacing legacy ERP modules.

g Vertical Expansion

Embedded Finance 2.0

Deep integration into non-financial platforms:
healthcare revenue cycle management, education
tuition flows, and retail supply chain finance.

© RegTech Al Surge

Explosive demand for automated compliance and fraud detection, specifically
deepfake defense systems and real-time regulatory reporting engines. Banks are
buying these capabilities to "industrialize trust."

TradFi "Build vs. Buy" Shift

Traditional Financial Institutions (FIs) have definitively pivoted to buying Al
capabilities. Internal development is too slow to match the pace of agentic Al
innovation, driving premiums for proven tech stacks.

Eb

< PE Platform Roll-ups

Private Equity is targeting fragmented verticals for consolidation strategies.
Focusing on combining point solutions into comprehensive platforms to drive
multiple expansion through cross-sell.

& Regional Champions Go Global

European and APAC leaders are aggressively acquiring North American assets to
secure market access and dollar-denominated revenue streams, creating a new
category of cross-border strategic buyers.



Market Outlook Summary — H2 2026 Setup

Sustained Momentum & Strategic
Urgency

The M&A landscape for H2 2026 is characterized by
robust deal flow driven by private equity deployment
mandates and strategic acquirers seeking critical
infrastructure capabilities. The "barbell" market
structure will persist, favoring megadeals and high-
quality tuck-ins while squeezing the middle market.

® H2 2026 WATCHLIST

» Regulatory Shifts: EU Al Act enforcement &
crypto/stablecoin oversight.

» Credit Cycle: Potential deterioration impacting lending
valuations.

» Geopolitics: Cross-border scrutiny (CFIUS/NSI)
impacting deal certainty.
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{-}F Continued Barbell Structure

P/\N
A\ /4

Megadeals (>$10B) will continue to define the top end as scale becomes existential
in payments and processing. Simultaneously, sub-$100M capability acquisitions
remain active, leaving mid-market players under pressure to consolidate or exit.

Premium Pricing for Efficiency

Valuation premiums will be sustained for assets demonstrating "industrialized
efficiency"—specifically Al infrastructure and embedded finance platforms with
high NRR and Rule of 40 performance.

PE Aggression & Exit Pressure

Private Equity remains the dominant deployer of capital, driven by record dry
powder. Concurrently, aging portfolios (vintage 2020-2022) are creating significant
exit pressure, fueling secondary buyouts and public listings.

Strategic Urgency in Infrastructure

Banks and incumbents face a "buy vs. build" tipping point for next-gen
infrastructure (Agentic Al, Stablecoins). Expect continued acquisition of capability-
focused fintechs to modernize legacy stacks rapidly.



Key Takeaways for Founders — Action Checklist WINDSOR DRAKE

The M&A Readiness Mandate

In a bifurcated Q12026 market, premium outcomes are
reserved for assets that demonstrate industrialized
efficiency and strategic defensibility. Founders must
proactively pivot from pure growth to profitability and
compliance hardening.

Rule of 40

MINIMUM THRESHOLD (GROWTH + MARGIN)

12-18 Mos

OPTIMAL PREP RUNWAY

¢

«

Financial Optimization

Hit the Rule of 40 threshold (Growth % + EBITDA Margin % = 40). Prepare a
quantified synergy case (revenue/cost) to justify premium multiples for strategic
buyers.

Product Strategy

Package software + payments to maximize stickiness and LTV expansion. Prove Al
efficiency with measurable opex deflation and "agentic" capabilities, not just pilot
features.

Compliance & Risk Moats

Proactively harden compliance posture for PSD3, MiCA, and Al governance.
Establish robust data residency frameworks to ensure cross-border acquisition
readiness.

Structure & Timing

Initiate process with 4-6 quarters of predictable performance. Maintain flexibility
for earn-outs to bridge valuation gaps in the current rate environment.
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Appendix — Sources & Methodology (Part 1)

Institution Report Title Published
Goldman Sachs "2026 Global M&A Outlook: Industrialized Consolidation” Jan 2026
McKinsey & Company "Global Payments Report 2025: Rich in Resilience" Oct 2025
BCG "Global Fintech 2025: Prudence Meets Profit" Nov 2025
Deloitte "2026 M&A Trends Survey: The Strategic Reset" Dec 2025
KPMG "Pulse of Fintech H2 2025" Jan 2026
Bain & Company "Global Private Equity Report 2026" Feb 2026
CB Insights "State of Fintech Q3 2025" Oct 2025
Bloomberg Intelligence "Fintech Sector Analysis: 2026 Forecasts" Jan 2026
PitchBook "Q3 2025 Global M&A Report" Nov 2025

Houlihan Lokey "FinTech Market Update Q3 2025" Nov 2025
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Appendix — Sources & Methodology (Part 2)

Institution / Regulatory Body Report / Framework Title Date / Status

PwC "US Deals 2026 Outlook: The Return of Strategy” Dec 2025

J.P. Morgan "2026 Market Outlook & Global Alternatives" Nov 2025

S&P Capital IQ "Global Fintech Valuation Comparables Database" Real-time (Jan 2026)
PitchBook "Q3 2025 Venture Monitor & FinTech Public Comp Sheet" Q12025/Q3 2025
Houlihan Lokey "FinTech Market Updates (Q1-Q3 2025)" 2025 Series
European Union "PSD3 Directive & PSR Regulation Framework" Effective 2026
European Union "Markets in Crypto-Assets (MiCA) Regulation” Full Effect Dec 2024
European Union "EU Al Act: Compliance Requirements for Financial Systems"” Enforced 2024-2026
US Treasury / CFIUS "Guidance on Foreign Investment in Critical Technology" Updated 2025

UK Government "National Security & Investment Act: FinTech Guidance" Current Guidance



