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EU framework for financial technology (FinTech)
Despite common EU rules on financial services and data protection, there are still areas where
Member States can be less strict at national level. An Economic and Monetary Affairs Committee
report is calling on the Commission to propose a FinTech action plan and level the playing field.

Background
The term FinTech is now synonymous with the emerging financial services sector of the 21st century. FinTech
includes technological innovation in the financial sector, such as cashless payments, robo-advisors,
crowdfunding, peer-to-peer (P2P) lending and virtual currencies. Discrepancies between Member States'
national-level rules can result in a fragmented business environment preventing expansion across borders.
They also create an uneven playing field and arbitrage opportunities, incentivising companies to seek permits
in less restrictive jurisdictions in order to minimise the regulatory burdens when operating internationally. At
European level, while there is an awareness of the potential contribution that FinTech could make to increase
efficiency, strengthen financial integration and enhance the European Union's role as a global player in
financial services, it is clear that there is also a need for safe and effective regulation to protect innovation,
job creation, cyber-security and consumer rights.

EU framework for FinTech-related regulation
Against this backdrop, the European Commission set up a Financial Technology Task Force (FTTF) in
November 2016 to explore a number of issues. As no single piece of legislation covers all aspects of FinTech,
the Commission would like financial services companies to comply with the same legislation as any other firms
offering such services. Depending on the activity carried out, various laws should apply, for instance: Directive
2009/110/EC (electronic money), Directive (EU) 2015/2366 (payment services), and Regulation (EU) 2016/679
(personal data).
In a bid to improve their understanding of the FinTech sector, several EU institutions have conducted studies
or have consulted stakeholders. The European Commission organised a FinTech related conference in March
2017 and has contracted an external study, the initial results of which should be available by the end of 2017.
Meanwhile, the possible benefits of distributed ledger technology applied to securities markets are already
listed in a European Securities and Markets Authority (ESMA) consultation paper. In addition, the Joint
Committee of the European Supervisory Authorities (ESAs) has unveiled a public consultation paper, which
touches, inter alia, on the potential benefits and risks of 'big data' use.

European Parliament position
The Parliament's Economic and Monetary Affairs Committee adopted an own-initiative report on the influence
of FinTech on the future of the financial sector on 25 April 2017. The vote in plenary is scheduled for May.
The report calls on the Commission to draw up a comprehensive FinTech action plan within the framework of
its Capital Markets Union and Digital Single Market strategies so as to achieve an efficient and more integrated
European financial system. The new framework should cover fields such as consumer and data protection, job
creation, innovation, investor protection, cyber-security, and regulatory certainty. The report suggests that
legislation and supervision in the area of FinTech should be based on three principles: first, the same rules
should apply to the same services, regardless of the type of legal entity concerned or its location; second,
technology neutrality must apply; and, third, a risk-based approach must be adopted, taking into account the
proportionality of legislative and supervisory actions to risks and the materiality of risks.

Own-initiative report: 2016/2243(INI). Committee responsible: Economic and Monetary Affairs (ECON).
Rapporteur: Cora van Nieuwenhuizen, ALDE, the Netherlands.
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