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INTRODUCTION

Why EU Digital Finance Regulation Matters

EU financial regulation is often described as complex. It is — but not for the reason most people
assume. The rules themselves are not always difficult to understand. What makes the system
hard to navigate is its size: dozens of regulations, multiple levels of authority, and an alphabet
soup of acronyms that can make the whole thing feel impenetrable before you have even
started.

This guide cuts through that. It explains the framework that governs digital finance in Europe,
not every rule, but the ones that actually affect how digital financial businesses operate,
compete, and grow.

Who this is for. Startup founders entering the EU market who need to understand the
regulatory landscape without a law degree. Lawyers from other practice areas who need a fast
orientation. Operators who feel lost and need a clear map before engaging specialists.

What this covers. The regulations that directly shape digital finance: payments, open banking,
data access, crypto-assets, and digital resilience. It deliberately excludes bank capital
regulation, insurance solvency rules, and investment fund law.

ONE THING T O KEEP |IN MIND

EU regulation does not exist to create compliance burdens. It exists to design markets, deciding
who can access data, who can initiate payments, who bears liability, and who can compete.
Understanding it is not a legal task. It is a strategic one.
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B EFORE EVERYTHING ELSE

How EU Financial Rules Are Made

Before diving into specific regulations, it helps to understand how they are produced. EU
financial regulation follows what is called the ‘Lamfalussy process’ — a four-level system that
separates political decisions from technical implementation.

The law itself

The European Parliament and Council agree on the core principles and objectives. This is
the regulation or directive you hear about: PSD3, DORA, MiCA. It sets the framework.

The technical rules

The European Commission, advised by EU supervisory authorities, fills in the detail. These
are regulatory technical standards (RTS) and implementing technical standards (ITS), the
requirements that translate L1 principles into operational obligations.

Supervision and coordination

EU supervisory authorities (EBA, ESMA, EIOPA) coordinate how national regulators apply
the rules. This is where guidance, Q&As, and supervisory expectations are issued.

Enforcement

National competent authorities, central banks, financial regulators, supervise and enforce
compliance within their jurisdictions.

Why does this matter? Because when a regulation is 'agreed' at Level 1, it is often only half-
built. The technical standards that determine what compliance actually looks like come later,
sometimes years later. This is why timelines in EU regulation are always ranges, not dates.
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Navigating Digital Finance Regulation

Five regulations define the operating environment for digital finance in Europe. Here is what
each one does, what it means in practice, and whether it applies now or is still coming.

PSD3 + Payment Services Regulation (PSR) Upcoming — 2027-2028

What it is. The EU's existing payments framework (PSD2) required banks to open their payment
data to third parties via APIs. PSD3 and PSR replace it — standardising those APIs, tightening fraud
liability, and clarifying who can hold which position in the payments chain.

In practice. If you are building anything that touches payments — initiating them, accessing account
data, processing them — this is your primary regulatory framework. PSR applies directly across
all 27 member states from day one, without national variation. PSD3 requires domestic
implementation. The key question for most startups: which licence category you fall into, and whether
your current PSD2 permissions transfer.

FIDA — Financial Data Access Regulation Upcoming — 2028-2029

What it is. FIDA extends the open banking model beyond payment accounts to the full financial
system: mortgages, pensions, investments, insurance, and credit. It creates a new licensed actor —
the Financial Information Service Provider — and requires financial institutions to share customer
data through standardised schemes, with customer consent.

In practice. This is the regulation with the largest untapped opportunity. Business models that are
currently not viable — unified financial dashboards, cross-product comparison tools, personalised
financial planning across all assets — become possible. FIDA is still in negotiation, but its direction
is settled. If your business model depends on access to financial data beyond payments, start
mapping now.

DORA — Digital Operational Resilience Act  In force — January 2025

What it is. DORA requires every financial entity in the EU to demonstrate it can withstand and
recover from technology disruptions. It introduces mandatory ICT risk frameworks, incident reporting
obligations, and resilience testing. Cloud providers and other critical third-party tech suppliers now
fall under direct EU oversight.

In practice. This is already in force. Every fintech operating in the EU needs an ICT risk
management framework, defined incident notification timelines (24 hours initial notice, 72 hours
interim report), and revised contracts with technology suppliers. Most standard cloud agreements
fall short of DORA requirements, renegotiation is not optional.

MiCA — Markets in Crypto-Assets Regulation in force — December 2024

What it is. MiCA is the first comprehensive crypto-asset regulatory framework globally. It covers
asset-referenced tokens, e-money tokens, and other crypto-assets. Service providers — exchanges,
custodians, brokers — must obtain a CASP (Crypto-Asset Service Provider) authorisation. One
authorisation covers all 27 EU member states.
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In practice. Operating a crypto-asset service in the EU without a CASP licence is now a regulatory
violation. The EU passport that comes with authorisation is genuinely valuable, it removes the
fragmentation that previously required separate national registrations. If your product involves e-
money tokens used for payments, check whether you need both a MiCA and a PSD3 licence.

Instant Payments Regulation In force — 2025

What it is. All EU payment service providers must be able to receive instant payments from January
2025 and send them from October 2025. Instant payments must cost no more than standard
transfers.

In practice. Real-time payment infrastructure is now a baseline expectation, not a premium feature.
Business models that previously worked around payment delays — in lending, insurance, gig
economy disbursements — now have new design possibilities. PSPs that cannot yet send instant
payments face supervisory action.

ALSO RELEVANT

The Supporting Layer

Three frameworks sit behind the core regulations. They do not define your market, but they
determine whether you can scale in it.

AML Package Every fintech handling payments or customer onboarding has anti-
money laundering obligations. A new EU supervisory authority (AMLA)
now oversees enforcement directly. Non-compliance is an existential
risk.

GDPR Open banking and FIDA only function within GDPR constraints.
Consent, data minimisation, and portability rights are built into the
architecture of every data-sharing product. This is not a box to tick, it
is a design input.

SEPA Regulation The operational infrastructure of EU payments. Understanding SEPA
credit transfers, direct debits, and the instant payments overlay is the
baseline before anything else.
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How to Think About Regulation

Most people approach EU regulation as a compliance checklist. That framing is expensive and
incomplete. A better way to think about it is this: regulation is the infrastructure on which your
market is built. It determines who can access what, under what conditions, and at what cost.
Understanding it does not make you a lawyer, it makes you a better strategist.

Start with your business model, not the regulations

The question is not 'which regulations exist?' It is 'which ones apply to what | am building?' A
payments startup and a data aggregator operate under different frameworks. A crypto
exchange and a lending platform have different obligations. Map your business model first,
then identify the applicable frameworks. Most early-stage fintechs are affected by two or three
regulations, rarely all of them.

Compliance timing is a strategic decision

DORA and MiCA are already in force — delay is not an option. PSD3 and FIDA apply from
2027-2028 — preparation now is an investment, not an obligation. The firms that build
compliance into their product roadmap early avoid the scramble that comes with approaching
a compliance deadline without infrastructure. More importantly, they are already credible to
institutional clients and investors by the time competitors are starting to catch up.

Regulation creates asymmetric advantages

Every regulation raises the cost of market entry, but it raises it unevenly. Larger incumbents
absorb compliance costs more easily than new entrants. The firms that clear the threshold first
gain a window of competitive advantage before others can afford to enter. In digital finance,
regulatory legitimacy is not a constraint on growth. It is a prerequisite for it.

THE FILTER YOU NEED

If a regulation primarily governs what a bank does with its own balance sheet — capital
requirements, resolution planning, solvency ratios — it probably does not apply to your fintech.
If it governs data access, payment initiation, digital asset issuance, or technology resilience — it
does. That distinction alone cuts the relevant rulebook by half.
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Where to Go From Here

EU digital finance regulation is not a wall. It is a system, and like any system, it becomes
manageable once you understand its logic. The five regulations covered in this guide form the
core of what matters for digital finance businesses. The supporting frameworks fill in the gaps.
The Lamfalussy process explains why implementation takes time and how to read the signals
that matter.

This guide gives you orientation. What it does not give you is the analytical depth you need to
make real decisions: how each regulation affects your specific market position, what
compliance costs look like against your revenue model, where the competitive opportunities
actually are, and what the political trajectory of still-negotiated frameworks like FIDA suggests
about timing.

The full report

The complete version of EU Digital Finance 101 includes a detailed economic analysis of each

regulation, strategic implications by business model, a breakdown of which frameworks apply
to which fintech categories, and a timeline for what is coming and when.

Dr. Natasha Caceres - EU Open Finance & Digital Financial Regulation - 2026
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