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Abstract. The article substantiates the theoretical interpretation of the digitalization of finance
as a driver of institutional transformation in banking regulation. It is argued that the regulatory logic
embedded in the Glass-Steagall model, based on functional separation, is being gradually replaced
by a model of technological convergence grounded in platform-based banking. The study
demonstrates that financial innovations, fintech expansion, and artificial intelligence technologies
reshape not only the efficiency parameters of financial intermediation but its structural architecture,
leading to an institutional reversal. The contradiction between regulatory fragmentation and digital
integration is identified as a core driver of transformation in the financial system. It is shown that
platform-based banking integrates functions historically separated by regulatory design, thereby
reproducing systemic risks in a new digital form. Attention is paid to the implications for financial
stability, regulatory policy, and risk distribution, including the transition from activity-based
regulation to ecosystem-based governance. The paper examines the role of digital finance in
transforming investment activity and strategies, including the logic of out-investing, and its impact
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on sustainable development through ESG integration and green transition financing. It is concluded

that the future of the banking sector is determined by competition among financial architectures, in
which control over digital platforms becomes a key source of systemic economic power.
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Anomauia. Y cmammi 3anpononoearno meopemuyry inmepnpemayiio yugposizayii ginancie
5K YUHHUKA THCMUmMyyiiHoi mpancgopmayii 6aHKIBCbKO20 pe2yt08aHHsl, Wo 3MIHIOE 0A308Y J1OCIKY
opeaHizayii ginancoeoi cucmemu. [losedero, wo pezynsamopHa mooenb, chopmosana 6 mexicax
saxony Inacca-Cmizonna i 3acHo8ana Ha NPUHYUNI PYHKYIOHATLHO2O POSMENCYBAHHS, NOCHYNO80
8mpayae egexmusHicms ni0 NIUBOM YUPDPOBUX MEXHON02IU, AKI 3abe3neyyroms IHmMe2payir
Qinancosux ¢hyukyit 6e3 opmanrvhoco 06’ eonanns incmumyyit. OOIPYHMOBAHO, WO PO3BUMOK
Qinancosux inHoBaYIlU, PIHMEX-KOMNAHIU | ANICOPUMMINHUX CUCMeEM YNPABLIHHA NPU300Ums 00
Gopmysanus niam@opmenHo2o OAHKIH2Y AK HOB80I apXimekmypu QiHaHco8020 nocepeOHUYymad, y
Medicax AKoi pi3HI cecMeHmMU (PIHAHCOB020 CEKMOpY B3AEMOOIIOMb Y CHIIbHOMY Yudposomy
cepedosuwi. Bcmanoeneno, wo cynepeunicme Mmidc pecyiamopHow  pacmenmayicio ma
MEexXHONIO2IYHOI KOHBEP2eHYIEN0 PopMye nepedymosu iHcmumyyiliiHoi pesepcii, AKa nposaeIAcmsvCs y
8IOMBOPEHHI IHMe2POBAHOI cmpyKmypu inancosoi cucmemu y Hosiu yughposit hopmi. I[lokazano,
wo niamgopmeHnull bankine 3abe3neyye macuimadysanHs inancosux onepayiil, 3MIHIOE Xapakxmep
KOHKYPeHYIi ma nioCunioe poib OaHUX K KII0408020 eKOHOMIUH020 pecypcy. Boonouac dosedeno, ujo
maxka mpanc@opmayis Cynpo8ooICyEMvCsl GOPMYSAHHAM HOBUX KOHDI2ypayill pusuKis, nog sa3anux
i3 KoHyenmpayicto ingopmayii, areopummivHuM NPUUHAMMIAM PiuleHb | 3pOCMAHHAM WBUOKOCI
nowupenHs Qinancosux wiokie y yugposomy cepedosuwyi. Ilpoananizosano 3miHy pecyismopHux
nioxoo0is, wjo NPosBIAEMbCA Y Nepexodi 8i0 KOHMPOIIO OKpeMux 8udié OisIbHOCMI 00 YNpaGliHHs
Qinancosumu  exocucmemamu. QO6Ipynmosano, wo yudposizayis Ginancie mpauncgopmye
iHGeCMUYItiHY OIsIbHICMb Ma [HEeCMuUyitHi cmpameeii, GOpMyIoUU J02IKY BUNEPEONCATbHO2O
iH8ecmyBaHHs AK 6OpomMbOU 30 KOHMPONb HAO IHPPACMPYKMYPHUMU 8V3NAMU PIHAHCOBOT cCUCMEMU.
3pobneno 6UCHOBOK, WO KIIOUOBUM (HAKMOPOM pO36UMKY OAHKIBCLKO20 CEKMOopy CMAe He
NPOOYKMOoBa KOHKYPEHYisl, a KOHKYPeHYis (IHAHCOBUX apXimeKmyp, ¥ Medcax Ko KOHMpOolb HAO
yugposumu niamgopmamu 8UsHA4A€ po3nooil ekonomiunoi enaou. Haykosa nosusna nonseac y
PO3podYi meopemuunoi pamxu ananizy yugposizayii ¢inancie sk npoyecy incmumyyitiHoi pegepcii,
Wo 0036019€ NEPEOCMUCTUMU  B3AEMO38 130K  MIdC — pe2ylsimopHol0  (hpasmenmayicio  ma
MeXHONOo2IYHOW  IHmezpayiclo  y  Qinancosili  cucmemi. 3anponoHo8ano  iHmMepnpemayio
niamgopmenno2o 6aHKIiH2Y He 5K pe3ylbmamy mexHoN02IuHOI esontoyii, a Ak opmu 6i0meopeHHs
iHmezposanoi apximekmypu @QIHAHCO8020 noOcepeOHuymsea y yugposomy cepedosuyi 0Oe3
GopmanbHo20 OeMOHmMAdCY pe2VIAMOPHUX 00MexdceHb. Ymouneno mexanizm 3MiHU Xapakmepy
Qinancosoeo nocepeonuymea uepes nepeHecenHs QYHKYil inmezpayii 3 IHCMUMyyiiHo20 pieHs Ha
pisensb yugposux niamgopm, wo 0036015€ NOACHUMU MPAHCHOPMAYit0 PO3NOOLTY PUSUKIE | NOSABY
HOBUX YeHMPI6 eKOHOMIUHOT 81A0U.

Knrwuoei cnoea: pecyniosanns, mpancopmayia, KOHKYpeHyis, @inancosa cucmema,
OaHKiscvLKUL cekmop, naamgopmerHull 6aHKiHe, MiHbOBUL OAHKIBCHKUL CEKMOpP, MiHb08A eKOHOMIKA,
Qinancose nocepeonuymeo, ¢hinancosi nocinyeu, @inancosi imHosayii, yugposizayis Ginancis,
Qinancosa necmabinbHicmyb, pusUKU, 3a2Po3U, PiHmMex-KoMNauii, yu@dposa ekoHomixa, iHeecmuyilina
OIANbHICMb, IHBeCMUYILIHI cmpameeii, sunepeodicaibre iHeecmysanHs, cmanuti pozsumox, ESG

Introduction. The historical evolution of banking regulation demonstrates that institutional
changes in the financial system are reactive, responding to crisis phenomena associated with
excessive risk concentration and the functional integration of financial institutions. The Glass-
Steagall Act established the principle of structural separation as a basic condition for ensuring
financial stability, institutionalizing the separation between commercial and investment banking, and
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limiting the risk of spillover between financial system segments. This model corresponded to the
logic of the industrial economy, in which efficiency was achieved through functional specialization,
and stability was ensured through institutional barriers.

The digitalization of finance radically changes this logic, as the development of financial
technologies, platform business models, and algorithmic management systems blurs boundaries
between financial sectors, forming integrated digital ecosystems. Banks, fintech companies, and non-
banking institutions interact within a single infrastructure, where financial services are integrated with
non-financial services and financial intermediation takes on a platform character. In such conditions,
the regulatory paradigm, based on the principle of separation of functions, is transformed towards
technological integration. The contradiction between regulatory fragmentation and digital
convergence forms an analytical basis for interpreting modern processes as institutional reversion,
i.e., the gradual reproduction of the integrated structure of the financial system in a new technological
form without the formal dismantling of regulatory restrictions. This process has fundamental
consequences for financial stability, since the integration of functions is accompanied by data
concentration, algorithmic decision-making, and an increase in the speed of the spread of financial
shocks in the digital environment.

The relevance of the study lies in the fact that financial innovations serve not only to increase
efficiency but also to transform the financial system, changing the mechanisms of risk distribution,
the nature of financial intermediation, and the logic of interaction between market participants. At the
same time, the digitalization of finance creates new challenges for regulatory policy, requiring a
transition from controlling individual activities to managing complex financial ecosystems.

The purpose of the article is to substantiate the digitalization of finance as a factor in the
institutional reversion of banking regulation and to identify the mechanisms through which the
development of platform-based banking changes the functional logic of financial intermediation and
the architecture of the financial system. Achieving this goal involves the sequential solution of several
analytical tasks, for which appropriate research methods were used. The method of structural-logical
analysis was used to identify the relationship between the regulatory fragmentation inherent in the
Glass-Steagall model and the technological convergence arising from the digitalization of finance,
thereby substantiating the category of institutional reversion as an analytical tool for research. The
comparative method was used to compare the industrial model of banking regulation with the modern
digital architecture of financial systems, enabling identification of a shift in the principles of
organizing financial intermediation from functional separation to platform integration. The method
of theoretical generalization was used to develop a holistic concept of the transformation of the
financial system, particularly to interpret platform banking as a means of reproducing an integrated
structure of financial intermediation in the digital environment. Additionally, elements of the system
approach were used to analyze the financial system as a holistic ecosystem in which banks, fintech
companies, and digital platforms interact, enabling us to reveal the changing nature of risk distribution
and the emergence of new centers of economic power.

Literature review. Modern research on the transformation of financial systems under
digitalization emphasizes the growing role of digital technologies, data, and financial innovations as
key drivers of structural change, reshaping financial intermediation, expanding access to financial
services, and simultaneously generating new forms of asymmetry and systemic risk (Desyatnyuk &
Ptashchenko, 2025a; Desyatnyuk & Ptashchenko, 2025b; Desyatnyuk et al., 2025; Krysovatyy et al.,
2024). Within the framework of analyzing global structural transformations, attention is focused on
the reconfiguration of financial intermediation, the erosion of institutional boundaries, and the
increasing complexity of financial ecosystems, which are shaped by the interaction of digitalization,
global competition, and regulatory change (Calomiris & Haber, 2014, Allen et al., 2021, Philippon,
2019).

A separate strand of research develops the understanding of financial technologies as a systemic
factor transforming the architecture of financial markets, where fintech is interpreted not only as a
technological tool but as a driver of new models of financial intermediation based on data, digital
platforms, and algorithmic decision-making (Arner et al., 2016; King, 2018; Skinner, 2020). In this
context, digital infrastructures and financial platforms are increasingly viewed as spaces of strategic
competition, within which control over data flows, technological standards, and user interfaces
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determines the positioning of financial institutions and national economies in the global system
(Rochet & Tirole, 2003; Parker et al., 2016).

At the same time, research on artificial intelligence highlights its transformative role in financial
decision-making processes, demonstrating that algorithmic systems increase efficiency and predictive
capacity while generating new systemic risks related to opacity, interdependence, and the potential
for synchronized failures across interconnected financial networks (4dcemoglu & Restrepo, 2018,
Brynjolfsson et al., 2021). These processes are accompanied by the emergence of new asymmetries
in access to technological infrastructure and data, further complicating the financial sector's
regulatory landscape (Desyatnyuk et al., 2025).

The integration of digital transformation with broader economic processes is also reflected in
studies linking financial innovation to structural changes in the global economy, where digital
technologies are seen as factors that enhance financial stability, enable new investment models, and
influence the allocation of financial resources (Desyatnyuk & Ptashchenko, 2025¢c). At the same time,
these approaches reveal the growing interdependence between financial, technological, and
regulatory risks, which requires a rethinking of traditional regulatory frameworks.

The combination of these approaches provides a theoretical basis for analyzing digital
transformations of the financial system, in which technological change, institutional evolution, and
new forms of economic interaction are considered as interrelated factors shaping the restructuring of
global financial architecture. However, despite the significant body of research, the existing literature
remains fragmented, as studies of fintech, platform economics, and banking regulation are rarely
integrated into a unified analytical framework.

This fragmentation limits the ability to explain the systemic consequences of digitalization,
particularly the interaction between regulatory fragmentation and technological convergence. In most
studies, digitalization is treated primarily as a source of efficiency gains, while its role as a driver of
institutional transformation remains insufficiently conceptualized. This creates the need for a
theoretical reinterpretation of digitalization as a process of institutional reversal, enabling platform-
based banking to be analyzed not merely as a technological outcome but as a reconfiguration of
financial intermediation within a digital environment.

Main results of the research. The modern transformation of the financial system should be
considered a change in the principles governing the distribution and combination of financial
intermediation functions across different types of financial institutions. Within the industrial model
of banking regulation, the function of accumulation of savings and lending was assigned to deposit
banks, while the functions of underwriting, investment, and securities transactions were carried out
by investment institutions, and risk management and derivative financial instruments were
concentrated in specialized market segments, which ensured the limitation of risk transfer through
institutional delimitation of types of activities. The further development of financial markets led to a
gradual blurring of these boundaries, as a result of which there was a combination of previously
separated functions within universal banking structures, where one institution simultaneously carried
out the accumulation of resources, lending, investment operations, and risk management, which
increased the efficiency of activities, but at the same time complicated risk control. The Gramm-
Leach-Bliley Act of 1999 legally completed the dismantling of the main restrictions of Glass-Steagall,
allowing the creation of financial holding companies with a combination of banking, insurance, and
investment activities, while the Volcker Rule, introduced under Section 619 of the Dodd-Frank Act
of 2010, restored partial unbundling only in the proprietary trading segment (Gramm-Leach-Bliley
Act, 1999; Dodd-Frank Act, 2010, Section 619). The digitalization of finance forms a new stage of
this evolution, within which the specified functions are no longer rigidly tied to separate institutions,
but are implemented in a distributed digital environment through platforms and technological
infrastructures, which allows them to be integrated without formal institutional unification, changing
the very principle of the organization of financial intermediation and creating the prerequisites for
institutional reversion (Calomiris & Haber, 2014, Allen et al., 2021). Such dynamics are consistent
with D. North’s view that institutions change incrementally and path-dependently, while
technological conditions evolve more rapidly, creating a structural gap between the regulatory logic
and the actual organization of economic interaction (North, 1990). In terms of O. Williamson’s
transaction cost theory, the transfer of integration from the level of the banking organization to the
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level of the digital infrastructure means a change in the way of minimizing the costs of coordinating
financial intermediation, in which the market and hierarchy are replaced by a network (Williamson,
1985).

A qualitative change is occurring with the digitalization of finance, shifting the integration of
functions from the institutional level to the technological infrastructure. If, in previous models, the
combination of deposit and credit intermediation, investment operations, and payment services
required organizational unification within banking groups, then in the digital environment, these
functions can be implemented by different participants and integrated through platforms, digital
interfaces, and algorithmic interaction systems. This means that institutional boundaries, which
previously served as the main tool of regulatory control, lose their effectiveness, as actual integration
occurs outside the formally defined structures. In such conditions, the very nature of financial
intermediation changes, ceasing to be tied to a separate institution and acquiring a network character.
The functions of attracting, allocating, making payments, and managing risk are distributed among
different participants who interact within a single digital environment. This leads to the formation of
anew architecture of the financial system, in which the key element is not the bank as an organization
but the platform as an infrastructure that coordinates economic interactions and integrates financial
services (Arner et al., 2016, King, 2018).

Within the framework of such transformation, there is a change not only in the organizational
form of financial intermediation, but also in its resource base, as data and the capabilities to process
them become key factors. If, in the traditional banking model, information served an auxiliary
function, ensuring creditworthiness assessment and risk management, then in the digital economy;, it
becomes a central resource that determines the ability to make financial decisions and to build
competitive advantage. This means that the function of processing financial information extends
beyond the bank's internal procedures and becomes an independent segment of activity that can be
separated and performed by specialized technological actors. As a result, a new configuration of
financial intermediation arises, in which control over data and their processing algorithms becomes
more significant than control over capital as such (Parker et al., 2016). This shift is conceptualized
by S. Zuboff as a transition to a regime in which data on the behavior of economic agents is
transformed into an independent resource of accumulation, changing the nature of market relations
(Zuboff, 2019), while N. Srnicek interprets control over the infrastructure of interaction and the logic
of data extraction as the basis of a new business model of platform capitalism (Srnicek, 2017).

This shift is changing the coordination mechanisms in the financial system, as decision-making
increasingly relies on algorithmic models that integrate large datasets and automate key operations.
This applies not only to credit scoring or portfolio management, but also to payment systems,
customer identification systems, fraud prevention, and risk monitoring. In such a situation, functions
that were previously performed within a single institution are distributed among multiple participants
who interact through a digital infrastructure that enables coordinated work. It is this mechanism that
creates the prerequisites for the actual combination of financial functions without their institutional
merger.

In this context, it is appropriate to discuss institutional reversion as a key analytical principle
that helps explain modern changes. We are talking about the reproduction of the integrated model of
financial intermediation, characteristic of periods of universal bank dominance, but in a
fundamentally new form, in which integration is implemented through technological mechanisms.
Such a reversion is not a simple return to previous states, as it is accompanied by changes in the
carriers of functions and in the mechanisms of their interaction. If earlier integration meant the
concentration of functions within a single organization, now it means their coordination within a
digital platform that ensures interaction between different participants. This, in turn, changes the
object of regulatory influence, since traditional approaches that focus on controlling individual
activities or institutions are insufficient for managing risks in the networked financial system.
Regulation should consider not only the characteristics of individual entities but also the structure of
their interaction, data exchange channels, and algorithmic decision-making mechanisms. As a result,
there is a need to transition from regulating activities to regulating interaction, which means a
fundamental change in the logic of financial policy.

The transformation of coordination mechanisms and the distribution of functions directly affect
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the nature of systemic risks, which, in the digital economy, acquire a network character. While in the
traditional model, risks were tied to the balance sheets of individual institutions and could be localized
through regulatory constraints, in the modern financial system, they are formed through interactions
among different elements of the digital infrastructure. This means that sources of instability can be
not only financial imbalances, but also technological failures, algorithm errors, or disruptions in data
flows that can quickly spread through interconnected systems (Acemoglu & Restrepo, 2018,
Brynjolfsson et al., 2021). The network nature of systemic risks was empirically substantiated by E.
Haldane and R. May, who showed that in a closely interconnected financial system, stability is
determined by the topology of connections, and not by the balance sheet indicators of individual
institutions, and the risks themselves have a nature similar to the propagation of shocks in ecological
networks (Haldane, 2009; Haldane & May, 2011). This provision, formulated in relation to traditional
banking networks, becomes increasingly relevant in the platform architecture of finance, where the
density and speed of connections are qualitatively higher.

The change in systemic risks naturally leads to a transformation of competitive dynamics in the
financial sector, since it is risks and the methods of their management that determine the market
structure and the behavior of its participants. In the traditional model, competition took place between
banks as institutions that competed for deposits, borrowers, and access to capital, using price and
product instruments. In the digital economy, this logic changes, since control over the infrastructure
through which economic agents interact becomes crucial. This means that competition shifts to the
plane of financial architectures, where not only the creation of value but also control over the channels
of its distribution and access to customers become key (Allen et al., 2021; Philippon, 2019). An
institutionalized example of such a transformation is the second European Union Payments Directive
(Directive (EU) 2015/2366, PSD2), which obliged banks to provide licensed third-party providers
with standardized access to customer accounts through open programming interfaces and introduced
the figures of payment initiation and account information service providers, which perform financial
intermediation functions without having the status of a bank (European Parliament, 2015).
Regulatory policy itself here acts as a factor in the transfer of intermediation from the level of banking
institutions to the level of network interactions, which corresponds to the logic of institutional
reversion: integrated functionality is reproduced at the platform level without the formal abolition of
prudential separation. In such conditions, platforms that integrate payment services, lending,
investment operations, and data processing acquire systemic significance and become new centers of
economic power. They determine the rules of market access, establish standards for interaction, and
perform coordination functions previously inherent in the banking system. This leads to a shift in the
role of banks, which, from being the main organizers of financial flows, become participants in
broader ecosystems, where their functions can be partially replaced or supplemented by technological
solutions.

The change in competitive logic is directly related to changes in the strategies of economic
agents, among which the transformation of investment behavior plays a key role. In the traditional
model, investments were considered as a tool for expanding activities or increasing efficiency within
the existing market structure. In the digital economy, they increasingly shape this structure, aiming to
create and control infrastructures that determine the market's future configuration. It is in this context
that the logic of out-investing emerges, which involves allocating resources to segments that do not
yet deliver maximum profit but have the potential to become key elements of future financial
ecosystems. This primarily concerns investments in platforms, data processing systems, algorithmic
decision-making models, and digital interfaces that enable customer access and financial flows. This
approach shifts the focus from optimizing current financial results to ensuring strategic control over
the economic interaction environment (Parker et al., 2016, Philippon, 2019).

Out-investing involves changing the time horizons of decision-making, as economic agents are
willing to accept short-term losses or reduced profitability in exchange for long-term dominance in
key segments. This means that the criteria for investment effectiveness are expanding to include not
only financial indicators, but also the ability to form dependencies of other market participants, set
standards, and control value distribution channels. As a result, investments are turning into a strategic
positioning tool that determines the distribution of economic power in the financial system. At the
same time, such a transformation of investment activity is accompanied by increased complexity and
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uncertainty, as it is associated not only with financial risks but also with technological and information
risks. Investments in digital infrastructure require consideration of factors related to the reliability of
technologies, data security, and the stability of algorithmic systems, which complicates decision-
making and increases the need for risk management. This creates additional barriers to entry and
contributes to the concentration of resources in the hands of those actors who can combine financial
and technological competencies. In essence, the change in the logic of competition and investment
activity is an interrelated process that shapes a new architecture of the financial system, in which
control over infrastructure, data, and interaction mechanisms becomes a determining factor in
development. It is in this plane that institutional reversion manifests itself as the reproduction of an
integrated model of financial intermediation in a digital environment, where functions are combined
not through institutional consolidation, but through technological coordination.

In parallel with the shift in investment behavior, regulatory approaches are being reoriented to
address the inconsistency between traditional instruments and the new financial system structure.
Regulation, built on the control of individual activities and institutional boundaries, faces limitations,
since in the digital environment, the functions of attracting, allocating, making payments, managing
risk, and processing information are implemented in a distributed manner. This means that one and
the same financial transaction can include several participants, each of which formally belongs to
different market segments, but is part of a single process. In such conditions, there is a need to
transition from a regulatory framework focused on individual functions or institutions to one that
accounts for the interdependence of the financial system's elements. The object of regulatory
influence is not only the activities of individual entities, but also the architecture of their interaction,
including digital platforms, data exchange protocols, and algorithmic decision-making mechanisms.
This requires expanding the financial policy toolkit to combine elements of prudential supervision
with oversight of technological infrastructure.

Within the framework of such transformation, the functional meaning of compliance also
changes, ceasing to be an auxiliary tool for ensuring compliance with established norms and
becoming an infrastructure mechanism for regulatory coordination. If, in the traditional banking
model, compliance was associated with monitoring compliance with requirements in the areas of
combating money laundering, terrorist financing, data protection, and sanctions regulation, then in
the platform architecture of finance, it is integrated into the process of financial transactions itself
through algorithmic monitoring and data processing systems. This means that compliance is
transformed into embedded regulation, in which control is exercised not ex post facto but in real time
through digital infrastructures that ensure the functioning of financial ecosystems. Such a
transformation is directly related to institutional reversion, as it allows the restoration of the
integration of control functions without reverting to rigid institutional demarcation. In parallel, the
growth of financial intermediation segments operating outside traditional banking regulation reflects
the structural market response to the limitations of a model built on institutional boundaries. Digital
technologies lower entry barriers and enable the implementation of individual financial
intermediation functions in a distributed manner, contributing to the development of a shadow
banking sector in which integration of functions occurs outside the traditional regulatory framework.

In a broader theoretical perspective, this shift can be interpreted through the concept of re-
embedding, proposed by K. Polanyi regarding the relationship between economic action and social
structure (Polanyi, 1944) and developed by M. Granovetter in its application to economic networks
(Granovetter, 1985). Financial activity, partially freed from the institutional framework of the
industrial age, is re-embedded in a new infrastructural fabric formed by digital platforms, data
exchange protocols, and algorithmic compliance mechanisms. Empirically, this process is captured
in the EU Regulation on the Digital Operational Resilience of the Financial Sector (Regulation (EU)
2022/2554, DORA), which entered into full application on 17 January 2025 and for the first time
established unified requirements for ICT risk management in twenty categories of financial
institutions, as well as introduced direct supervision of critical third-party ICT service providers
(European Parliament, 2022). The Regulation on Markets in Crypto-Assets (Regulation (EU)
2023/1114, MiCA), which is fully applicable from 30 December 2024, integrates the crypto-asset
segment and its service providers into a unified regulatory framework (European Parliament, 2023).
The combination of DORA and MiCA captures the transition from regulation built on functional
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separation of activities to regulation that encompasses the architecture of the digital financial
ecosystem.

The change in regulatory logic is also driven by the need to account for new types of risks
arising in the digital financial system. These are risks that are associated not only with financial
indicators but also with the technological characteristics of the system, including the stability of
digital platforms, the reliability of algorithms, and data security. This means that the regulator must
assess not only the financial stability of individual institutions but also their roles within the network
structure and potential channels for the spread of shocks through digital infrastructures. (4cemoglu
& Restrepo, 2018, Brynjolfsson et al., 2021). The issue of concentration of economic power in digital
financial ecosystems is of particular importance. Control over platforms and data allows individual
actors to determine the conditions of access to financial services, set standards of interaction, and
influence the allocation of resources. This creates risks of monopolization and restrictions on
competition that cannot be effectively regulated by traditional antitrust instruments focused on market
share or price indicators. In the digital environment, the parameters of control over infrastructure and
data become key, requiring the adaptation of approaches to assessing market power (Parker et al.,
2016). The geo-economic dimension of the transformation of the financial system manifests in
competition for control over global digital financial infrastructure. States and large corporations are
investing in developing their own technological platforms, payment systems, and data exchange
standards to ensure autonomy and reduce dependence on external solutions. This leads to the
formation of alternative centers of influence and to the fragmentation of the global financial system,
in which different regulatory regimes and technological ecosystems coexist and compete (A/len et al.,
2021; Philippon, 2019).

Within such processes, the interaction between banks and fintech companies takes on new
characteristics, combining competition and cooperation. Banks, on the one hand, retain access to
financial resources and client bases; on the other hand, they are forced to adopt technological solutions
to remain competitive. Fintech companies, in turn, use flexibility and technological specialization to
quickly scale and enter different segments of the financial market. This forms a complex system of
interdependencies, in which none of the participants can fully control the processes, yet each seeks to
consolidate key positions within the digital infrastructure. These changes indicate that the financial
system is moving to a state in which its functioning is determined not so much by the institutional
structure as by the configuration of interactions between various actors within the digital
environment. It is this configuration that determines the distribution of risks, access to resources, and
the nature of economic power, which makes it the central object of both scientific analysis and
regulatory policy.

The shift of the object of regulatory influence to the level of interactions and digital
infrastructures necessitates a review of the instruments and principles of financial policy, since
traditional mechanisms focused on balance sheet indicators and the activity standards of individual
institutions do not adequately account for the network nature of the modern financial system. In the
digital environment, the parameters of relationships, the speed of information exchange, the degree
of dependence between participants, and the architecture of data flows that form new channels of risk
and impact transmission become key. This means that regulatory policy must consider not only the
individual characteristics of subjects, but also their position in the system of relationships, which
determines the potential for the emergence and spread of shocks. A change in analytical focus leads
to the development of approaches that treat the financial system as a complex adaptive ecosystem, in
which the behavior of individual elements is determined not only by their internal parameters but also
by their interactions with other elements. In such a system, stability is not a static characteristic but
is formed through constant interaction, which requires new approaches to ensuring it. The regulator
is forced to consider not only the probability of risks, but also the mechanisms of their spread, which
are associated with the topology of network connections and the nature of information flows
(Acemoglu & Restrepo, 2018).

In parallel, the structure of financial services is becoming more complex, increasingly
integrated with non-financial services within digital platforms. This means that financial activity is
no longer an autonomous sphere and is embedded in broader economic processes related to e-
commerce, social networks, digital identification systems, and other types of online interaction. As a
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result, the boundaries of the financial sector are blurring, and regulation must account for cross-
industry interactions, increasing the complexity and multidimensionality of regulatory decisions. The
growth of digital platforms' role in the financial system is accompanied by increased reliance on
technological standards and protocols that govern interaction among participants. Control over such
standards allows you to set the conditions for market access and build long-term competitive
advantages, underscoring the importance of the infrastructure level of the economy. This means that
competition between economic agents is increasingly taking place over the opportunity to determine
the architecture of interaction, rather than just to offer financial products (Parker et al., 2016). In this
context, the nature of interaction between national regulatory regimes is also changing, as digital
financial infrastructures are transnational and can operate independently of individual jurisdictions'
borders. This creates a situation in which regulatory decisions in one country can affect others, and
the effectiveness of national policies depends on the possibility of international coordination. At the
same time, differences in regulatory approaches and technological standards can lead to
fragmentation of the global financial space and the formation of alternative centers of development
(Allen et al., 2021, Philippon, 2019).

The deepening of these processes is changing the role of banks in the financial system, with
banks increasingly functioning as elements of broader digital ecosystems rather than as autonomous
institutions. Their competitiveness is determined by the ability to integrate into such ecosystems, use
data and technological solutions, and adapt their business models to new conditions. This means that
traditional sources of competitive advantage, such as asset scale or access to capital, are gradually
being supplemented or replaced by factors related to technological capabilities and network position.
The change in the role of banks and the nature of financial intermediation completes the formation of
a new logic of the functioning of the financial system, within which the determining factor is not the
institutional form, but the way in which the interaction between the functions of attracting resources,
their placement, making payments, risk management, and information processing is organized. It is
this organizational approach that determines the distribution of economic power, the structure of risks,
and the direction of the financial sector's development, allowing us to consider digitalization as a key
factor in its institutional transformation.

In this logic, out-investing is not a separate episode, but a mechanism through which economic
agents consolidate their positions in the new architecture of the financial system. It is about changing
the content of investment activity from placing capital to generate income to forming control over the
nodes of the digital infrastructure through which financial intermediation is carried out. As a result,
investments are directed primarily into platforms, interaction interfaces, data processing systems,
algorithmic risk assessment models, and channels of access to client bases that determine the rules of
the market and the possibilities of participation in it. This logic assumes that investment decisions are
made not so much on current profitability indicators but rather on the potential to control future value
flows. This means a shift in investment rationality from optimizing profitability to ensuring a strategic
position in the system of interactions. In this sense, out-investing is associated with the creation of
infrastructural advantages that enable long-term influence over resource allocation and access to
financial services (Parker et al., 2016, Philippon, 2019).

An important characteristic of this approach is the change in investment time horizons, as
economic agents are willing to accept short-term losses or reduced profitability in exchange for future
control over key market segments. This creates a new configuration of incentives, in which
investments are used to shape the market structure rather than just maintain it. As a result, competition
between financial and technological actors takes on the character of a struggle for dominance in
strategically important elements of the digital infrastructure. Out-investing also changes the nature of
the interaction between banks and fintech companies, as both groups of participants use investments
to consolidate their positions in digital ecosystems. Banks invest in technological solutions to
maintain customer access and expand the functionality of their services, while fintech companies use
investments to scale their platforms and create alternative channels of financial intermediation. This
leads to the formation of a complex system of competitive-cooperative relations, within which the
boundary between competition and cooperation is determined by the strategic goals of the
participants.

The growth of the role of out-investing also has a geoeconomic dimension, as control over
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digital financial infrastructure becomes an object of competition not only between companies but also
between states. Investments in payment systems, digital currencies, data processing infrastructure,
and technological standards are used to ensure economic sovereignty and influence global financial
processes. This leads to the formation of alternative financial ecosystems that operate under different
technological and regulatory approaches (Allen et al., 2021). Changing the logic of investment
activity completes the formation of a new architecture of the financial system, in which control over
infrastructure, data, and interaction mechanisms determines the distribution of economic power. In
this context, out-investing acts not only as a tool of economic strategy but also as a key mechanism
of institutional transformation, ensuring the transition from an institutionally organized to a platform
model of financial intermediation.

The deepening of the outlined processes means that the financial system is moving into a state
in which its structural characteristics are determined not so much by a set of institutions as by the
configuration of the connections between them. In such a system, the functions of attracting,
allocating, making payments, managing risk, and processing information are no longer rigidly
assigned to individual entities, but are implemented in a distributed environment where interaction is
ensured by digital platforms and technological protocols. This means that the financial system
acquires the properties of an infrastructure network, in which the parameters of interaction, the speed
of information exchange, and the structure of data access become key. A change in how financial
functions are organized leads to the formation of a new logic of the distribution of economic power,
determined by the ability to control not only resources but also the channels of their circulation.
Control over platforms, algorithms, and data flows enables you to influence decision-making by other
market participants, set access rules, and establish interaction standards. As a result, economic power
is concentrated among actors occupying key positions in the network structure, regardless of their
formal status in the financial system.

The functional role of banks is also being transformed, as they increasingly evolve from
institutions providing a full cycle of financial intermediation into components of broader digital
ecosystems. Their role is increasingly determined by their ability to integrate into such ecosystems,
use data, and interact with other participants. This means the boundary between the banking and non-
banking sectors is becoming less clear, and the financial system is becoming hybrid in structure. The
change in interaction between financial market participants is accompanied by the complication of
coordination mechanisms, which are increasingly based on algorithmic solutions and automated
processes. This increases operational efficiency and the speed of information processing, but at the
same time creates dependence on technological systems, thereby creating a new type of vulnerability.
Risks depend not only on financial parameters but also on the quality of technological infrastructure
and the stability of digital networks. Within this logic, regulatory policy must consider that the object
of influence is not an isolated institution, but a system of interactions that forms the financial
ecosystem. It is considered necessary to develop approaches to monitor and manage network effects,
analyze data concentration, and assess the role of individual platforms in maintaining system stability.
This approach allows us to move from reactive regulation to preventive regulation focused on
preventing systemic failures. The completion of this analytical circuit allows us to consider the
digitalization of finance as a process that changes not only the instruments but also the institutional
logic of the financial system's functioning. It determines how functions are combined, the structure
of interactions, the nature of risks, and the distribution of economic power, thereby forming a new
architecture of financial intermediation. In this architecture, integration is carried out through
technological mechanisms, competition unfolds in the infrastructure plane, and investment activity is
aimed at controlling key nodes of the system, reflecting the essence of institutional reversal as a basic
process in the modern development of the financial sector.

The digitalization of finance within the process of institutional reversion changes not only the
way financial intermediation functions are combined, but also the principles for directing financial
resources, as evidenced by the transformation of financing mechanisms for sustainable development.
If, in the regulatory model shaped by functional separation, the consideration of environmental,
social, and governance parameters was mainly an external add-on to financial decisions, then in the
platform architecture, these parameters are integrated into the decision-making process itself through
algorithmic models and digital infrastructures. This means that ESG criteria cease to function as a




ISSN (onnaiin): 2663-8959 | ISSN (apyk): 2308-6912
post-facto assessment tool and become an internal element of digital financial intermediation,
determining access to financial resources through algorithmic selection. In this context, green
transition financing acquires an infrastructural character, since its effectiveness depends on the
architecture of the platforms through which resources are distributed, thereby connecting it to the
transformation of banking regulation from a model of institutional separation to one of technological
integration. Within this logic, control over digital financial infrastructures means control over the
mechanisms for directing investment flows, which turns sustainable development financing into an
element of competition in financial architectures, while algorithmic project selection creates new risks
of asymmetric access to financing that cannot be explained within traditional regulatory approaches
and requires taking into account the network nature of the financial system.

Conclusions. The study reveals the transformation of banking regulation in the context of the
digitalization of finance as a process of institutional reversion, within which the combination of the
functions of attracting resources, their allocation, making payments, risk management and
information processing is transferred from the institutional level to the level of digital infrastructure,
which allows us to explain the discrepancy between formal regulatory fragmentation and the de facto
integrated organization of financial intermediation. The change in the way these functions are
integrated forms the network architecture of the financial system, in which the configuration of
interactions between participants, control over platforms and data flows determine access to
resources, the nature of competition and the distribution of economic power, which is increasingly
concentrated in those actors that occupy key positions in the digital infrastructure, while banks
transform their role and function as elements of broader digital ecosystems. In this context,
institutional reversion manifests itself as the reproduction of an integrated model of financial
intermediation in a new technological form, where functions previously separated for risk limitation
are combined through platforms and algorithmic mechanisms, which changes the place of integration,
transforms the channels of risk transfer, and defines a new logic of regulatory influence. The network
nature of the financial system shapes the transformation of systemic risks arising from interactions
among platforms, algorithms, and data flows, underscoring the importance of technological factors
in ensuring financial stability and necessitating the regulation of interdependencies within financial
ecosystems.

The shift of competition to the plane of infrastructure and standards is accompanied by a change
in investment behavior, in which the logic of out-investing emerges, aimed at ensuring long-term
control over key elements of the digital financial infrastructure and shaping the future market
structure. The digitalization of finance simultaneously changes the conditions for financing
sustainable development, as the efficiency of resource mobilization increasingly depends on
mechanisms for distributing resources within digital ecosystems, which expand financing
opportunities while also creating risks of asymmetric access to financial infrastructure. The results
obtained confirm that the evolution of banking regulation in the digital economy is not a linear
deregulation, but reflects an institutional reversion, within which platform banking acts as a form of
reproduction of an integrated architecture of financial intermediation, which directly reveals the
content of the stated research topic and determines the directions of further transformation of the
financial system.
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