Embedded Finance:
Opportunities and Risks in
2025-2026

The integration of financial services into non-financial platforms is
transforming how we interact with money. This comprehensive analysis
explores the rapidly evolving embedded finance landscape, examining its
growth trajectory, business models, benefits, risks, and future scenarios

through 2026.
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Executive Summary

Evolution Beyond Payments Technology Enablers Market Potential

Embedded finance has rapidly Open banking initiatives, Global embedded finance revenues
evolved from consumer payment sophisticated APls, and modular could surpass USD 360 billion by
solutions to include lending, banking-as-a-service platforms 2026, with growth in consumer
insurance, wealth management, and have lowered barriers to entry for markets and enterprise financial
more across industries from e- non-financial firms. flows.

commerce to healthcare.



Definition and Market Overview

Embedded finance enables non-financial entities to offer financial services directly within their core products and
experiences. Rather than forcing users to interact with banks or separate financial apps, it seamlessly integrates tasks like
payments, lending, insurance, or wealth management into everyday digital activities.

A retail website might allow shoppers to split payments into installment plans within the checkout page. A ridesharing platform
might extend micro-loans to drivers, deposit daily earnings into digital wallets, or bundle insurance coverage for trips.

Retail Checkout

Installment payment options

=

oo

Ridesharing Apps

Driver loans and insurance

=

Digital Experience

Seamless, nearly invisible finance



Historical Context and Evolution

1 Early Foundations

Co-branded credit cards, in-store financing, and loyalty programs laid groundwork through bespoke partnerships
with financial institutions.

2 2010s Inflection Point

APls and open banking frameworks allowed fintech startups to interact directly with bank infrastructures in a
scalable manner.

3 Current Ecosystem

Banking-as-a-Service offerings have matured, enabling diverse financial products from payments to wealth
management across industries.



Market Size and Geographic Distribution

By 2024, embedded finance was estimated to be a USD 250 billion market worldwide, with projected growth rates suggesting
it could exceed USD 360 billion by 2026. These figures reflect not only transaction fees but also broader revenue from
lending, insurance underwriting, and related financial products.
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Open Banking

Legislation like PSD2
in the EU has allowed
third-party providers
to access banking
data securely,
fundamentally
changing how
financial services can
be distributed.

Revenue
Diversification

Companies across
industries see
embedded finance as
a way to diversify
revenue streams and
reduce dependence
on traditional
channels.

S\ Key Growth Drivers

B

Consumer
Expectations

Modern consumers
want frictionless
processes—from one-
click checkouts to in-
app loan approvals—
where they already
spend their digital
time.

ollD

Data Analytics

As platforms gather
more user behavior
data, they can tailor
financial products like
personalized loan
offers or dynamic
insurance coverage.



Market Segments and Trends

Payments and Wallets

[j Most mature segment

BNPL and Micro-Lending

=
Rapidly expanding with younger demographics
O Insurance Services
From travel coverage to device protection
I~ Wealth Management
p

Simplified investment options

Corporate B2B Solutions

Invoice financing and supply-chain lending



Converging with Broader Digital Ecosystems

As embedded finance grows, it weaves itself into super-apps, e-commerce marketplaces, and even social media
environments. Some futurists suggest that in the next few years, most consumer-facing platforms may have a built-in wallet or
financial micro-service.

E-commerce Super-Apps

Integrated checkout financing D All-in-one service platforms
=(7.

Mobility = Social Media

Creator tipping and marketplace
Ride payments and driver financing D PPIng P

payments



Business Models and Use
Cases

The embedded finance landscape accommodates diverse business
models, reflecting the unique motivations and operational competencies
of the players involved. Whether through revenue-sharing partnerships,
white-label solutions, or API-based integrations, companies are
experimenting with how best to fuse finance into their core offerings.

Partnership Model

Revenue sharing between platforms and financial providers

White-Label Solutions

Turnkey financial products under platform branding

API Integration
<[>

Direct connection to financial infrastructure




Revenue-Sharing Partnerships

How It Works

In a revenue-sharing model, a non-financial platform
partners with a licensed financial institution or fintech
provider. The bank or fintech handles regulatory
compliance, underwriting, and back-end processes, while
the platform offers distribution and user engagement.

Any revenue—whether from transaction fees, interest, or
subscription-based financial products—is divided according
to contract terms.

Case lllustration

An online education platform integrated a student financing
option for courses and found that course enroliments
surged by 25% once students were able to pay in
installments.

The fintech partner received interest revenues, and the
platform shared in that revenue based on successful

conversions.



White-Label Financial Services

White-label arrangements let non-financial companies embed turnkey financial products under their own brand. These
solutions range from credit cards to e-wallets, loans, and insurance. The provider remains invisible in the user interface,
acting behind the scenes to meet compliance requirements and manage the financial infrastructure.

Branded Payment Cards () Digital Wallets (D Insurance Products
Companies offer credit or debit Platforms create branded Businesses offer protection plans
cards with their branding, while a payment systems for their that appear native to their
banking partner handles the ecosystem, increasing user platform but are underwritten by
financial backend. retention and transaction insurance partners.

revenue.



APl|-Based Integration

API-based models are at the heart of embedded finance. Banks,
fintechs, and even insurers provide comprehensive sets of APIs that
external developers can hook into. This model is especially prevalent in
open banking contexts, where authorized third parties can access user
account information to offer more tailored financial products.

Connect

Platforms integrate financial APls into their existing software
architecture.

Customize

Developers tailor the financial functionality to match their user
experience.

Deploy

Users access financial services seamlessly within the
platform's interface.



BNPL and Micro-Lending Platforms

Buy now, pay later (BNPL) solutions have surged in popularity, driven primarily by consumer demand for flexible payment
options. Many BNPL providers integrate seamlessly at retail checkouts, providing instant credit decisions.

For smaller businesses, micro-lending options are embedded in online marketplaces or supply chain portals, offering short-
term financing for inventory or operational costs. Analysts note that BNPL usage often increases average order value and

enhances customer retention.

30% 68 % $1.2T

Cart Size Increase Millennial Adoption Market Potential

Average uplift reported by furniture Percentage of millennials who have Projected global BNPL transaction

retailers after BNPL integration used BNPL services volume by 2026



Insurance and Extended Warranties

Insurance integration is evolving rapidly as platforms that sell goods or services increasingly offer relevant coverage at the
point of sale. Whether it's travel insurance during flight booking or device protection at electronics checkout, embedding
insurance mitigates friction and improves uptake.

Some providers are experimenting with dynamic underwriting, adjusting premium rates in real-time based on user data,

enabling more personalized policies.

Device Protection Travel Coverage Usage-Based Insurance
Smartphone manufacturers embed Flight and hotel booking platforms offer ~ Auto platforms leverage telematics data
accidental damage protection within the relevant insurance during the to offer personalized coverage based

registration process. reservation process. on driving habits.



B2B and Supply Chain Financing

While retail-focused models garner much media attention, business-to-business (B2B) embedded finance is equally potent.
Invoice factoring, lines of credit, and dynamic discounting tools can be integrated into procurement or enterprise resource
planning (ERP) systems, streamlining cash flow and reducing reliance on legacy bank processes.

These solutions improve liquidity for small and medium enterprises (SMEs), which often struggle to obtain affordable financing
from traditional banks.

Working Capital Dynamic Discounting
Short-term credit for Early payment options with
operational expenses and sliding discount rates based
Invoice Factoring inventory purchases. on timing.
Businesses sell outstanding Supply Chain Loans
invoices to improve Financing tied directly to

immediate cash flow. specific orders or materials.



Emerging Frontiers: The Super-App Phenomenon

In many parts of Asia and increasingly in other regions, "super-apps" provide a glimpse of how embedded finance can morph
into a comprehensive digital lifestyle. These all-in-one platforms combine messaging, ride-hailing, food delivery, shopping,

and finance in a unified interface.

Embedded financial functions often include payments, micro-insurance for rides, or peer-to-peer transfers. Some super-apps
offer advanced financial products like personal loans, investment accounts, or even cryptocurrency wallets.



Visual Comparison of
Common Models

Different embedded finance models offer varying levels of complexity,
revenue potential, and regulatory considerations. Companies must
carefully assess their strategic goals, internal capabilities, and regulatory
obligations when deciding how to embed financial services.

Model Type Integration Revenue Regulatory
Complexity Potential Complexity
Revenue- Medium Medium to Shared
Sharing High compliance
White-Label Low to Medium Compliance
Solutions Medium with partner
API-Based Medium to High Can be
Integration High complex
globally
BNPL & Medium High Lending
Micro- regulations
Lending
Insurance Low to Medium Varies by

Integration Medium jurisdiction



Benefits to Non-Financial
Companies

Non-financial companies have seized on embedded finance as a
powerful lever to enrich user experiences, drive customer loyalty, and
generate incremental revenue. By integrating financial products
seamlessly, these companies transform from mere service providers into

more holistic ecosystems.

Enhanced Customer Expanded Revenue
Experience Streams

Frictionless interfaces reduce Commissions from BNPL

cart abandonment and providers, subscription fees for
streamline upselling. Users financial tools, insurance

who finance purchases or markup, and interchange fees
manage payments in a single contribute to bottom-line

app show higher engagement growth, sometimes rivaling
and loyalty. core revenue sources.

Deeper Data Insights

Transaction and behavioral data enable tailored marketing strategies,
personalized offerings, and platform-level design improvements that

strengthen brand affinity.
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Competitive Differentiation Through Finance

As more companies adopt embedded finance, it becomes a baseline expectation in many markets. Nonetheless, those that do

it particularly well can still differentiate themselves by offering unique or more sophisticated financial features.

L~ Dynamic Travel Financing

Airlines providing airfare
financing options that adjust
based on user loyalty status and
travel history.

GO

A4

Adaptive Healthcare @
Coverage

Healthcare platforms offering
integrated insurance that adjusts
in real-time to the patient's
usage data and health metrics.

Property Ecosystem

Real estate platforms expanding
from listings to mortgage pre-
approval, insurance, renovation
loans, and home services.



Enhanced User Trust Through Financial Services

In some sectors, embedding robust and transparent financial tools can elevate a company's brand trustworthiness. By
aligning with well-known financial institutions or utilizing recognized security protocols, non-financial brands convey that they
take user data and financial well-being seriously.

Over time, this can expand a brand's reputation as a one-stop solution, fostering a deeper relationship with its audience that
transcends the company's initial product category.

@ Pricing & Fees

Your Data,
Our Priority

Your financial
future,
supported

Touret

MW Mcaiited
finryterietone §

Security Signaling Transparent Pricing Dedicated Support
Visual cues and recognized security Clear disclosure of all fees and terms Specialized assistance for financial
certifications build confidence during enhances user trust and reduces matters demonstrates commitment to

financial transactions. abandonment. user financial wellbeing.



Opportunities for Ecosystem Expansion

As companies embed finance, they often discover pathways to expand their product portfolio or even evolve into ecosystem
platforms. Each financial add-on creates new data points and cross-selling opportunities, creating a virtuous cycle of growth
and user retention.

Property Listings o Mortgage Services
Core real estate platform service ,@] Pre-approval and financing options
Home Services
{03 Insurance Products
Renovation loans and contractor
@ Property and contents coverage

matching



Managing the Transition to Embedded Finance

While the benefits are compelling, transitioning to an embedded finance model requires a strategic approach. Companies
must clarify their compliance obligations, select stable financial partners, and invest in user education to mitigate confusion or
concerns.

Successful initiatives often start with pilot projects, focusing on a single financial function—like BNPL or an e-wallet—then
gradually layering on more services once core integration challenges and regulatory requirements are addressed.

Strategic Assessment

@

Evaluate market fit, competitive landscape, and potential financial partners

Pilot Implementation

Test single financial function with limited user group

Gradual Expansion

Add features and scale user base based on performance data

Full Integration

Embed finance throughout platform and optimize based on metrics



Risks & Regulatory Considerations

Embedded finance offers transformative potential, but it also introduces new layers of risk and complexity. Regulatory
frameworks worldwide were often crafted with traditional financial institutions in mind, and as financial services permeate
non-financial platforms, policymakers have begun revisiting existing structures.

From consumer protection and data privacy to systemic financial stability, the stakes are high, and missteps can be costly.

Regulatory Compliance

&6 Meeting evolving financial regulations

Data Security

Protecting sensitive financial information

Consumer Protection

Ensuring transparency and fair practices

Financial Stability

Managing systemic risk exposure



Legal and Licensing Complexities

Although non-financial companies typically partner with licensed entities, many jurisdictions maintain that any entity offering

financial products—even indirectly—bears certain regulatory responsibilities. Depending on the region, platforms may need to
secure limited scope licenses or ensure that their partnering banks or fintechs have the appropriate oversight.

Regional Variations

Regulatory approaches differ significantly across regions.
The EU's PSD2 framework provides clear guidelines for
payment integration, while the U.S. has a more fragmented
approach with multiple federal and state-level regulations.

In emerging markets, regulations are still evolving, creating
both opportunities and uncertainties for platforms looking to
expand globally.

lllustrative Scenario

A retail platform operating across multiple countries embeds
BNPL functionality. Although it relies on a fintech partner for
underwriting, local regulators require the platform to handle
certain disclosures and complaint-resolution processes.

Without adequate internal procedures, the platform risks
non-compliance fines and potential service disruptions in
key markets.



Consumer Protection and Transparency

Embedded finance thrives on frictionless experiences, but there is concern that such ease might obscure the financial
implications. Some consumers might not fully grasp interest rates, penalties, or the total cost of embedded loans if the

interface prioritizes speed and convenience over comprehensive disclosure.

© Clear Fee Disclosure Interactive Cost Calculators
Presenting all costs upfront in simple, understandable Providing tools that help users understand total costs
language before users commit to financial products. including interest and fees over different time periods.
() Suitability Assessments (®) Accessible Support
Implementing checks to ensure financial products are Offering dedicated channels for financial questions

appropriate for the user's financial situation. and dispute resolution within the platform.



Data Privacy and Cybersecurity

Integrating payment data, underwriting analytics, and user information can create cybersecurity vulnerabilities. Malicious
actors may see embedded finance platforms—where multiple data streams converge—as prime targets.

Additionally, data-sharing regulations like the General Data Protection Regulation (GDPR) in the EU and various local privacy
laws demand explicit user consent for data handling. Non-compliant data practices risk both legal penalties and erosion of

consumer trust.

End-to-End Encryption Granular Consent Incident Response Planning
Implementing strong encryption for Management Creating comprehensive protocols
all financial data in transit and at Developing systems that allow users for detecting, containing, and

rest, with regular security audits to control exactly what data is remediating data breaches, with
and penetration testing to identify shared with financial partners, with transparent communication
vulnerabilities. clear explanations of how procedures for affected users.

information will be used.



Financial Stability Risks

At a macro level, widespread adoption of embedded lending and other credit products can amplify systemic risks if

underwriting standards are lax. For instance, if multiple e-commerce platforms offer easy credit with minimal checks, rising
default rates could ripple through financial markets.

Regulatory bodies, including central banks, have begun monitoring embedded lending to ensure it does not create
unsustainable consumer debt or destabilize credit ecosystems.

90

60

30

| | | | | |
2020 2021 2022 2023 2024 2025
Traditional Credit [} Embedded Finance



Liability Allocation and
Dispute Resolution

When something goes wrong—»be it a data breach or fraudulent
transaction—liability can become murky. Traditional banks typically
assume responsibility for financial product failures, but in embedded
finance, non-financial platforms may be deemed partially liable if their
interface, marketing, or operational processes contributed to the harm.

Clear Contractual Agreements

Detailed partnership agreements that explicitly define
responsibilities and liabilities between platforms and financial
providers.

Robust Dispute Processes

Streamlined systems for handling customer complaints and

resolving issues quickly within the platform interface.
Insurance Coverage

Specialized policies that protect against financial liabilities
arising from embedded finance offerings.




Managing Cross-Border Compliance

Many embedded finance initiatives aim to scale internationally. But each jurisdiction has unique regulations regarding
consumer protection, anti-money laundering (AML), know-your-customer (KYC) requirements, and data residency.

Some countries mandate local data storage, while others restrict cross-border data flows. Platforms seeking seamless global
integration must adapt to these varying compliance regimes, often incurring higher legal and operational costs.



Regulatory Sandboxes and Industry
Collaborations

Some governments have recognized the challenges posed by regulating embedded finance and have introduced "regulatory
sandboxes" to encourage innovation under supervised conditions. These sandboxes allow companies to test new financial
models with limited scale and regulatory oversight, gathering data that can inform permanent rules.

Industry consortia also play a role in shaping best practices, fostering dialogue among banks, fintechs, and non-financial
platforms to establish standards around disclosure, cybersecurity, and data ethics.

Sandbox Benefits Industry Collaboration
e Controlled testing environment for new financial e Development of shared technical standards
products

e Creation of best practices for consumer protection

o Direct feedback from regulators before full market
launch

o Knowledge sharing on emerging compliance challenges

e Opportunity to demonstrate consumer safeguards



Key Players and Platform Landscape

As embedded finance continues to expand, a diverse ecosystem has emerged, featuring established financial institutions,
fintech providers, big tech platforms, and niche specialists. Each category of participant brings distinct advantages and faces
unique challenges, resulting in a competitive yet collaborative environment.

Traditional Banks

Offering white-label solutions and
BaaS platforms while adapting to new
partnership models.

B2B Platforms

Integrating invoice factoring and
supply chain financing into enterprise
systems.

4
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Fintech Startups

Creating agile, user-centric interfaces
and specialized financial products for
specific verticals.

Big Tech Platforms

Leveraging massive user bases and
sophisticated data analytics to scale
financial services rapidly.

Insurance Providers

Partnering with retailers and
platforms to embed coverage at the
point of sale.



Fintech Startups and Specialized Providers

Fintech firms often act as agile enablers of embedded finance, creating user-centric interfaces, advanced analytics tools, and
frictionless integrations. They can rapidly prototype solutions for BNPL, micro-insurance, or cross-border remittances.

Some focus on niche verticals—like lending for gig workers—while others build broad-based offerings to serve multiple
industries. But fintechs frequently face their own challenges, including the need for strong capitalization, licensing in multiple

jurisdictions, and intense competition from both banks and big tech firms.
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Big Tech Ecosystems

Large technology companies—spanning social media, e-commerce, ride-hailing, and more—possess massive user bases,
sophisticated data analytics, and the capital resources to enter finance at scale. Some have launched in-house payment
systems and digital wallets, while others embed lending or investment services.

Their global reach enables rapid adoption, but these companies also face heightened regulatory scrutiny due to concerns

about data privacy, market dominance, and monopolistic practices.

E-commerce Giants

Integrating payment processing, BNPL options, and
merchant financing directly into marketplace
platforms.

(Y Social Platforms

Enabling financial transactions between users and
businesses within messaging and social networking
environments.

H

Mobile Ecosystems

Building comprehensive payment systems that extend
from device purchases to in-app transactions and
peer-to-peer transfers.

Mobility Platforms

Offering driver financing, passenger payments, and
trip insurance within transportation applications.



Insurance Giants and Insurtech Firms

Insurance companies have adapted to the embedded finance trend, partnering with retailers, travel agencies, and device
manufacturers to embed coverage at the point of sale. Meanwhile, insurtech startups use real-time data—sometimes from loT
sensors—to underwrite and price products dynamically.

Collaborations between traditional insurers and tech-savvy newcomers are helping to diversify product offerings in areas like
ride-hailing insurance, drone coverage, and usage-based automotive plans.

Traditional Insurers Insurtech Innovators

o Extensive underwriting expertise o Data-driven risk assessment
e Strong capital reserves e Seamless digital experiences
o Established regulatory relationships e Micro-insurance capabilities

e Broad product portfolios e On-demand coverage options



Collaborative Trends in Embedded Finance

In many cases, success in embedded finance hinges on forging symbiotic relationships. Banks gain agility through fintech
alliances, fintechs gain credibility and regulatory cover by aligning with banks, and non-financial platforms leverage both to
quickly deliver advanced financial services.

Consortia or joint ventures often emerge to pool resources, share data, and tackle regulatory challenges collectively.

RERLES

|ED

Provide regulatory expertise and financial infrastructure

Fintechs

X

Deliver agile technology and user experience design

Platforms

Il

Offer distribution channels and engaged customer bases



Competitive Dynamics and Market Outlook

As more entrants flood the embedded finance space, competition has intensified around user experience, pricing, regulatory
standing, and global expansion capabilities. Players with robust compliance frameworks may have a long-term advantage,
especially if regulators clamp down on less-disciplined providers.

Player Strengths Weaknesses Opportunities

Banks Trust, regulatory expertise Legacy tech, risk aversion Baa$S, white-label deals

Fintechs Aqility, user-centric design Limited brand recognition Bank partnerships

Big Tech Large user base, data High regulatory scrutiny Super-app expansions
mastery

Insurers Capital reserves, actuarial Inflexible systems Dynamic coverage
data

B2B Platforms Enterprise relationships Complex integration Supply chain finance



Forecasts & Future
Scenarios

The trajectory of embedded finance points to continual expansion, with
new products, advanced technologies, and evolving regulations shaping
the sector through 2026 and beyond. Although short-term growth seems
assured, the ultimate contours of the industry remain fluid, influenced by
macroeconomic factors, policy decisions, and consumer sentiment.

$360B+ 24%

Market Size by 2026 Annual Growth Rate
Projected global embedded Compound annual growth through
finance revenue AOVAS)

65%

Digital Adoption

Consumers using embedded
finance by 2026




ESG Considerations in Embedded Finance

Increasingly, consumers and investors prioritize Environmental, Social, and Governance (ESG) factors in their financial
decisions. Embedded finance platforms could integrate carbon offset tools, socially responsible investment options, or micro-
donations to charitable causes.

By aligning with ESG, embedded finance providers can differentiate their offerings and appeal to ethically minded customers.
However, such initiatives also demand transparency and robust reporting mechanisms to avoid allegations of "greenwashing".

—

Carbon Tracking Ethical Investing Charitable Giving
Tools that calculate the environmental Embedded investment platforms that Seamless donation options that allow
impact of purchases and offer offset prioritize companies with strong users to round up transactions for social

options at checkout. sustainability practices. causes.



Strategic Recommendations

Embedded finance is reshaping financial transactions, blurring boundaries between banks, fintechs, and non-financial
sectors. While challenges exist around regulation, data security, and consumer protection, the opportunities for innovation,

revenue diversification, and customer engagement remain considerable.

For Non-Financial For Financial Institutions
Companles Offer modular, scalable APIs that
Adopt a phased implementation can be customized for different
starting with well-defined services. business models. Proactively

Invest in strong data governance engage with regulators to shape
that adheres to privacy laws. guidelines. Focus on niche

Provide clear information on fees differentiation in crowded markets,
and terms, and explore strategic and develop resilient risk models for
partnerships with compatible growing transaction volumes.

financial providers.

For Policymakers

Consider adaptive frameworks with
tiered licensing structures.
Encourage innovation through
regulatory sandboxes while
maintaining consumer protections.
Take a holistic view of systemic
risks across multiple platforms and
lending models.
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