
 
 

 
  

 

 
 

The new EU Digital Finance Package  
On 24 September 2020, the European Commission adopted its Digital Finance Package which 
consists of two main pillars. The first comprises a strategy for Digital Finance and a strategy for 
Retail Payments. The second contains four legislative proposals: the Markets in Crypto-assets 
Regulation (MiCA), the Pilot Regime Regulation for market infrastructures using Distributed 
Ledger Technology (PRR), the Digital Operational Resilience Act (DORA), and a Directive making 
necessary consequential amendments to several existing financial services Directives.  

  

 

 

 

 

 

All elements of the Digital Finance Package are intended to complement one another. The Digital 
Finance Strategy sets out the Commission’s key priorities and objectives over the next four years 
and its plans to achieve them. The four stated priorities are:  

• removing fragmentation in the single market, which includes enabling an EU-wide 
interoperable use of digital identities;  

• adapting the EU regulatory framework to facilitate innovation;  

• embracing data-driven finance; and  

• addressing the challenges and risks from digital transformation, including enhancing the 
operational resilience of the financial system.  

The strategy aims to create a level playing field for incumbents and new players, such as 
technology firms entering the financial services space. It seeks to promote the uptake of artificial 
intelligence tools, blockchain technology, innovations in data management, data sharing, and 
open finance.  

The Commission identifies in its Retail Payments Strategy that payment innovations in the last few 
years have focused mainly on improving customer interfaces without changing the payment 
instruments used. Its vision for retail payments in Europe, going forward, is threefold:  

• to ensure the availability of a broad and diverse range of high-quality payment services, 
solutions, and infrastructures to benefit consumers and businesses;  

• to support pan-European payment solutions; and  

• to contribute to the efficiency of cross-border payments beyond Europe.  

Will crypto shape the future of retail payments?  
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The legislative proposals introduced by the Digital Finance Package will impact crypto-assets and 
related activities, while DORA will affect all financial services sectors, including crypto. 

MiCA will generate the most comprehensive and significant changes to the crypto industry. It will 
have a profound impact on everyone involved in crypto, not only in Europe but across the world. 
This Regulation will bring into regulatory scope every crypto-asset and related service that is not 
already subject to other EU legislation. We have published more information on MiCA which can 
be found in this short explainer and this detailed report. 

The Digital Finance Package seeks to create a level playing field for new and 
traditional financial services players. Will this be achieved?  

In turn, the PRR aims to establish a sandbox for crypto-assets that qualify as financial instruments 
and are therefore already captured by existing financial services legislation. Currently, existing EU 
legislation may constrain the use of DLT in the issuance, trading, and settlement of crypto-assets 
deemed as financial instruments. The sandbox would allow authorised investment firms, market 
operators and central securities depositories to operate either a DLT multilateral trading facility 
or a DLT securities settlement system by applying for certain exemptions under their respective 
frameworks, thus permitting them to conduct relevant activities based on DLT.  

The introduction of an EU-wide sandbox is unprecedented and represents a significant step 
forward in support of the Digital Single Market. However, potential differences in the application 
of the PRR may give rise to frictions. These may surface not only between national laws and the 
proposed Regulation, but also as a result of the discretion exercised by different regulators.  

What frictions will arise from the flexibility afforded to regulators by the 
PRR, and how will it impact the test environment? 

DORA, another Regulation, will introduce sector-wide requirements to mitigate cyber-attacks and 
other risks to Information and Communication Technologies (ICTs), as well as a framework to 
oversee service providers, such as cloud computing providers. The adoption of DORA will require 
all financial services firms to comply with rigorous criteria to avoid and limit the impact of ICT-
related incidents.  

The Digital Finance Package is an ambitious set of proposals aimed at supporting the 
transformation of financial services in Europe. While capturing EU entities, the proposals will be 
considerably more far reaching, with third country crypto firms now obliged to consider the 
implications of dealings in the EU.  

These proposals will have profound effects on the market. The future role of intermediaries is likely 
to shift with the displacement of some of the traditional players and the emergence of new classes 
of middlemen.  

Incumbents’ attitudes towards DLT continues to shift. Will these proposals motivate them to be 
more innovative?  

If you would like to discuss the Digital Finance Package or anything in this note, please email Ernest 
Lima at ernest@xreg.consulting. 


