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Unpacking the Challenges and
Opportunities for European Fintechs
in a Shifting Global Landscape.



Impact of the 2024 U.S. Administration on European Fintechs:

Navigating Regulatory Shifts, Recruitment Pressures, and
Potential Tariffs

The new U.S. administration signals significant shifts in economic and regulatory policies, presenting both challenges and
opportunities for European fintechs. Key concerns include; intensified competition fueled by U.S. deregulation, heightened
talent acquisition pressures, potential tariffs disrupting cross-border operations, and shifting tax policies impacting capital
flows. Drawing on insights from the Financial Times, Politico, the Federal Reserve, and leading market reports, this paper

delivers a comprehensive analysis of these transformative impacts on European fintechs.

U.S. Deregulation Advantage and the European Response

The new administration is expected to further ease financial regulations, building on prior deregulatory measures such as the
rollback of the Volcker Rule and aspects of Dodd-Frank (Federal Reserve, Financial News London). This approach offers U.S.
fintechs reduced compliance costs and fewer constraints on innovation, enhancing their ability to attract capital and talent. As
aresult, U.S.-based firms gain greater flexibility, allowing them to pivot quickly into emerging sectors such as digital banking,
Al and blockchain—areas where European fintechs are heavily invested but constrained by regulatory barriers.

In contrast, European fintechs operate within stringent frameworks like the Payment Services Directive 2 (PSD2) and the
anticipated PSD3. While these regulations prioritize consumer protection and security, they also increase compliance costs and
slow adaptability, potentially hampering innovation (European Banking Authority).

To address these challenges, European policymakers are exploring reforms inspired by the Barnier Report, which advocates
strategic deregulation to stimulate investment in Al, crypto, and fintech. 1f adopted, these measures could create a more
innovation-friendly regulatory environment, helping European fintechs compete more effectively with their U.S. counterparts.




Rising Compliance Costs: PSD3 and MiCA

The upcoming PSD3 directive aims to build on PSD2 by enhancing open banking security and strengthening consumer
protections, but it is likely to increase compliance costs for European fintechs. The constant need to update systems to meet
these requirements places European firms at a disadvantage compared to their U.S. counterparts, which benefit from lighter
regulatory burdens (Finextra). Similarly, Europe’s forthcoming Markets in Crypto-Assets (MiCA) regulation will impose
stringentrules on the digital asset sector, with a focus on ensuring market stability and consumer protection.

In contrast, Trump’s administration is expected to pursue a crypto-friendly regulatory framework, positioning the U.S. as ahub
for blockchain and digital asset innovation. According to LinkedIn’s Blockchain Talent Report, blockchain-related job postings
surged by 400% in 2024, highlighting the sector's rapid growth and high demand for expertise. This regulatory divergence could
exacerbate a talent drain from Europe, as U.S. firms offer fewer restrictions and more opportunities for innovation, attracting
top-tier tech talent.

Tax Policy Flexibility and Capital Allocation

A critical component of Trump’s economic strategy involves corporate tax incentives aimed at attracting capital and fostering
domestic investment. U.S. companies are likely to benefit from reduced corporate tax rates and more flexible policies that
encourage both the repatriation of overseas profits and reinvestment in innovative sectors like fintech, Al, and blockchain. This
tax policy flexibility could provide U.S. fintech firms with greater access to capital, enabling them to expand more aggressively
and gain a competitive edge over their European counterparts.

In contrast, Europe’s tax policies remain comparatively stringent, characterized by limited capital mobility and higher
corporate tax burdens in many EU nations. European fintechs, therefore, face greater challenges in accumulating and
deploying capital for growth. Without similar tax incentives, European firms may struggle to keep pace with U.S. rivals,
particularly in high-growth sectors that demand rapid capital allocation, such as digital assets and Al. The Barnier Report

highlights the need for reform, proposing tax policy adjustments to attract foreign capital and enhance the competitiveness of
European fintech.




Tariff Pressures and Cross-Border Talent Acquisition

Trump’s renewed tariff policies could impose significant financial strain on European fintechs by driving up operational costs
for cross-border activities. If tariffs on EU goods are reinstated, European fintechs operating in the U.S. market may face
increased expenses, impacting budgets and forcing firms to offer higher salaries to attract U.S.-based talent. CNBC has noted
that tariffs can elevate recruitment costs for cross-border roles, potentially requiring European firms to offer more competitive
compensation packages to secure professionalsin high-demand fields such as Al and blockchain.

Moreover, tariffs could create logistical hurdles for cross-border talent mobility. Rising costs and potential restrictions may
discourage U.S.-based professionals from joining European fintechs, shrinking the available talent pool. As a result, European
firms may pivot toward remote hiring or greater reliance on EU-based talent, potentially limiting their access to specialized
expertise in areas like cybersecurity and machine learning.

Interestingly, Trump’s hardline tariff stance might indirectly spur European policymakers to adopt recommendations from the
Barnier Report. The report advocates for regulatory simplifications to stimulate capital investment in emerging tech sectors,
aiming to position Europe as a more competitive player in the global fintech landscape by boosting domestic spending on Al,
blockchain, and crypto.

Recruitment Challenges Amid Talent Market Pressures

The U.S’s lighter regulatory framework and potential antitrust relaxations under Trump could accelerate talent migration to
American fintech firms. As U.S. fintechs continue to expand, they are likely to attract professionals drawn to opportunities with
fewer regulatory barriers and greater financial flexibility. McKinsey’s technology trends analysis projects that Al-related jobs in
fintech will grow by 30% over the next five years, highlighting the rising demand for specialized talent.

In contrast, Europe’s more restrictive regulations, such as the EU’s Digital Markets Act (DMA) and Markets in Crypto-Assets
(MiCA) framework, may deter some professionals from pursuing roles within the European fintech sector. Linkedln’s
Economic Graph reports that blockchain, Al, and cybersecurity are among the most sought-after roles in Europe, with cities like
Berlin and London establishing themselves as fintech hubs. Nevertheless, European firms face mounting pressure to compete
with U.S. companies offering higher salaries and fewer regulatory constraints.

To remain competitive in attracting talent, European fintechs may need to emphasize advantages such as work-life balance, job
security, and ethical practices—factors increasingly valued by professionals, according to Glassdoor’s 2024 workplace trends

report. Additionally, these firms could benefit from advocating for regulatory reforms aimed at reducing compliance costs and

fosteringinnovation.




Europe's Fintech Growth and Investment Momentum

Despite the recent U.S. election injecting uncertainty into global markets, Europe’s fintech sector remains poised for significant
expansion. Statista projects that by the close of 2024, the region’s fintech transaction volume will surpass $3.6 trillion, largely
driven by the growing adoption of open banking frameworks and the proliferation of digital payment solutions. This growth is
underpinned by Europe’s robust regulatory environment, widespread 5G connectivity, and strong digital infrastructure.

However, European fintech’s ability to sustain this momentum could be tested by emerging talent shortages in critical domains
like artificial intelligence and blockchain technology. To mitigate these challenges, fintech firms must consider forging
international partnerships to pool resources and expertise. Moreover, investing in compliance technologies will be crucial to
navigating new regulatory landscapes shaped by PSD3 and MiCA, ensuring firms can maintain innovation while managing
heightened compliance requirements.

In a post-election world where U.S. policy could shift competitive dynamics, Europe’s fintech sector will need to leverage its

regulatory cohesion and technological infrastructure to reinforce its global positioning.

Strategic Pathways for European Fintechs

Considering Trump’s deregulatory policies, evolving tax strategies, and the anticipated tariff environment, European fintechs
should consider the following strategic adjustments:

e Advocacy for Targeted Deregulation: Collaborate with European regulators to promote selective deregulation, as outlined in
the Barnier Report, to stimulate domestic investment in fintech, Al, and blockchain. Strategic deregulation could alleviate
compliance burdens, enabling European fintechs to innovate more freely and attract top talent.

« Focus on Talent Retention and Differentiation: Strengthen recruitment strategies by emphasizing Europe’s regulatory
stability, career development opportunities, and work-life balance. Highlighting Europe’s ethical business environment and
robust consumer protections can also appeal to professionals seeking secure, sustainable career paths.

« Enhanced Partnerships and Compliance Innovations: Forge partnerships across EU borders to access specialized skills and
reduce costs, particularly in areas where compliance is complex. Leveraging advanced compliance technologies can help
mitigate regulatory pressures and reduce operational expenses, supporting sustainable growth.

« Remote Work and European Talent Utilization: In response to tariff-induced recruitment challenges, European fintechs
should consider expanding remote work capabilities to tap into a broader talent pool within the EU. This approach ensures
operational continuity without incurring the higher costs associated with cross-border hires.

« Tax Policy Advocacy: Engage with European policymakers to implement tax incentives that enhance capital flexibility and
attract both domestic and foreign investment. Reducing corporate tax burdens and providing incentives for capital
reinvestmentin fintech, Al, and blockchain could help bridge the competitive gap with U.S. firms.




Conclusion:
Navigating Global Fintech Dynamics Amid U.S. Deregulation

The new administration is set to reshape the global fintech landscape, with U.S. fintechs benefiting from a deregulatory
environment that offers advantages in capital and talent. In contrast, European fintechs, facing stricter regulations, tax
disadvantages, and potential tariff pressures, must adapt to maintain competitiveness. By advocating for targeted regulatory
reforms, investing in compliance efficiency, refining recruitment strategies, and pushing for tax flexibility, European firms can
position themselves to capitalize on the sector’s strong growth trajectory and retain their leadership in digital finance.

Ultimately, while Europe’s regulatory environment introduces complexity, its fintech market demonstrates resilience and
significant potential for sustained growth. Success will depend on how effectively European fintechs can foster innovation,
attract top talent, and navigate regulatory and tax challenges to ensure they remain strong players in the evolving global fintech

landscape.



Quotes

"Their policy stance (Democrats)

especially on business, was too
uncertain. With Trump in office, we can
expect a loosening of regulations in the
US. However, the difficulties faced by
financial institutions in Europe will likely
continue - | wouldn't expect the ECB
to change any time soon and this is

"] think that because JD Vance is
the VP, and he is big on crypto,
there is going to be massive
deregulation in favour of it.
European regulators are going to
face challenges to keep the
continent attractive whilst staying
firm on their strict policies. But likely to continue to make fintechs in
either way, my company's main Europe less entrepreneurial than those
presence is APAC where they don't in the US".

like crypto. So what would | know".

"I think the volatility that may arise
from Trump's policy decisions
could drive European crypto
markets, as investors look for
alternatives amid dollar
fluctuations. However, I'm aware
that regulatory responses within
Europe could either stifle or
encourage this trend.”

"Trump's return could lead to shifts
in U.S.-EU relations and economic
policies, which might open
opportunities for European fintech
to take the lead in shaping
innovative, cross-border financial
technologies. This could position
Europe as a beacon for forward-
thinking regulatory practices that
attract global investment.”

R

"I believe Trump's return could

"Shifts in global financial standards

due to changes in U.S. regulations
could inspire Europe to maintain or
even enhance its regulatory
excellence. This vigilance could
solidify the region's role as a leader
in banking and fintech, ensuring
continued client confidence and
compliance."

indirectly affect European fintech
by influencing U.S.-EU relations and
economic policies. This might lead
to tighter cross-border financial
regulations or shifts in investor
sentiment towards European
financial technologies."




Quotes

"If the U.S. adopts a deregulatory
approach, European leaders could
capitalize on this moment to
enhance their competitiveness in
crypto and blockchain. Proactive
measures could make Europe a
hotspot for tech investment,
pushing the region ahead in fintech
innovation."

e
"] expect that with the potential for
renewed U.S.-centric economic
policies under Trump, European
blockchain firms like ours might

face challenges in securing
partnerships with American

entities. On the other hand, | think
this could also present an
opportunity for Europe to position

itself as a more stable and
innovation-friendly hub."

"European fintech firms should
remain alert to new U.S. trade
policies that might affect data-
sharing agreements. However, this
could drive the EU to refine its own
regulatory frameworks, ensuring
GDPR-aligned fintech solutions that
bolster Europe's leadership in
privacy-centric, secure financial
services."

"I believe that potential changes in
U.S. financial regulations under
Trump's administration could
influence global banking standards.
We must stay vigilant and
adaptable to maintain compliance
and uphold trust with our clients.”

"The outlook for fintech hinges on
location: American-based fintechs in
Europe may navigate regulatory
challenges differently than European-
native fintechs. With the U.S. pushing
for deregulation and Europe
maintaining stricter controls, we could
see a relocation trend or even closures
of European offices among foreign
fintechs seeking faster growth
environments."
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