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Abstract

In market practice, the term ‘digital wallet’ covers solutions with different legal
functions. It may denote a container for tokenised payment credentials, a stored-value
wallet holding funds, an identity wallet, or a crypto-asset wallet. In the future, it may
also serve as an access point for central bank digital currency, notably the digital euro.
PSD2 contains no horizontal definition of the digital wallet. Its legal classification
therefore depends on the function performed. This article develops a regime-based
typology of digital wallets under EU law. It distinguishes pass-through credential
wallets, staged wallets combining funding and payment functions, crypto-asset wallets
assessed under MiCA, and identity wallets governed by elDAS and the European
Digital Identity Framework. It also examines the emerging link between identity
and payments in the context of the proposed Digital Euro Regulation, including
interoperability between digital euro front-end services and EUDI Wallets. The article
maps licensing requirements, outsourcing structures, including under DORA, and
the boundary between technical services and regulated AIS/PIS. It argues de lege
ferenda for a more coherent functional taxonomy of digital wallets, clearer criteria
for distinguishing technical interfaces from regulated payment services, and greater
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consistency between EU payment law, crypto-asset regulation, digital identity law,
and the future digital euro framework.

Key words: digital wallet, pass-through wallet, staged wallet, PSD2, PSR, PSD3,
elDAS, EUDI Wallet, MiCA, outsourcing
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1. Introduction

In market practice, the term “digital wallet” is often used as an umbrella
label for solutions with fundamentally different, legally relevant functions:
from a “container” for tokenised payment-instrument data (e.g., a card in
Apple Pay/Google Pay), through value-storing wallets (“stored value”, e.g.,
funds held on an e-money account), to identity wallets (the European Digital
Identity Wallet - EUDI Wallet) and crypto-asset wallets (including custodial
and non-custodial). The absence of a uniform concept in the EU’s existing
payment law means that the legal classification depends on the wallet’s
actual function: whether the wallet provider comes into possession of funds,
initiates a transaction on the user’s behalf, stores the “means of access” to
crypto-assets, or issues and manages identity credentials.

A meaningful conceptual clarification in the field of payment services appears
only in the draft Payment Services Regulation (PSR). In that draft, the EU
legislator distinguishes between pass-through wallets and staged wallets.
It links these categories to the concept of a “payment instrument”. In the
case of staged wallets, it also links the concept to the “issuance” of that
payment instrument by the wallet provider.

However, as of 20 January 2026, the PSR still remains in the legislative process
[Council of the European Union 2025]. Moreover, the draft PSR does not
contain legal definitions of “digital wallets”. It only provides interpretative
guidance in the recitals.

At the same time, the market also uses the term “digital wallets” to describe
identity wallets and crypto-asset wallets, including custodial and non-custodial
wallets. This practice may create conceptual confusion.

The aim of this article is to systematise and classify the existing legal models
of so-called digital wallets, and to verify the legal implications arising from
a given categorisation.
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The article examines differences in licensing requirements applicable to
providers of various types of digital wallets. This assessment is made in
the context of EU payment services law, as well as the legal framework
on electronic identification and crypto-assets. The analysis also addresses
how a given digital wallet model affects the contractual relationships of
the provider of that solution. This may trigger an obligation to apply an
outsourcing regime.

The verification further covers the potential qualification of the relevant
services as the operation of a payment system or a payment scheme [European
Commission 2021]%. Such a qualification would entail separate regulatory
obligations. The article indicates that legal classification largely follows the
type of value made available within the wallet. This includes scriptural money,
electronic money, crypto-assets, and, finally, non-monetary elements used
for identity verification under the Regulation on electronic identification
and trust services for electronic transactions (elDAS).

The analysis covers EU secondary law, as well as positions taken by legis-
lative bodies and by authorities responsible for enforcement. It also draws
on legal scholarship.

2. General concept of a digital wallet - a legal typology

2.1. Existing typologies of digital wallets

In the literature, various typologies of wallets can be found, for example:
(i) mobile wallets (smartphone applications) [Payment Systems Regulator
2024:31], (ii) online/cloud wallets (“online” wallets, i.e. hosted and acces-
sible via the internet) [Schwarz et al. 2021: 11], and (iii) super-app wallets
(a wallet as a module within a “super app” combining payments with other
services) [Junior, Lopes 2024: 12]. Raul Carrillo describes the choice between
an “online wallet” and a “mobile wallet”, referring, inter alia, to “an online
wallet” and “a mobile wallet (where a smartphone app facilitates access and
use to virtual currency)” [Tu 2018: 548]. With regard to the early stages of
introducing electronic money, the category of an “electronic wallet” appears
in the literature. A market shift towards account-based (online) solutions is
also identified. In this context, it is noted that “payment systems (such as

1 Especially the designation of a payment scheme according to the Settlement Finality
Directive triggers the increased obligations.
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PayPal) and services offered via mobile phones are electronic money’s new
paradigm” [Kohlbach 2004]. With regard to crypto-assets, the literature
distinguishes between a hosted wallet, where a third party holds the user’s
public and private keys, and an unhosted wallet [Cavagnoli Micali 2024], or
custodial wallet [Veerpalu 2019: 277].

The category of the so-called “super app” also appears (for example, in
the context of financial services), including references to the “super app”
as a development path for payment applications [Tu 2023: 1242; Vezzoso
2024: 331].

Market typologies are descriptively useful, but they do not determine
regulatory obligations.

From a legal perspective, the classification of the relevant activities (holding
funds; initiating transactions; storing keys; issuing an instrument; authenti-
cation) determines legal obligations, such as licensing requirements, liability,
outsourcing, and security requirements. This type of distinction is also partly
reflected in industry documents, which, for example, emphasise the sepa-
ration between the wallet as an interface and the payment instrument, as
well as the “set of rules” of a payment scheme [European Payments Council
2014: 32]. Regulatory obligations arise from the choice of a specific model
and a specific wallet structure.

2.2. A functional approach and legal criteria

In the absence of a single horizontal definition, the most practical approach is
a legal classification based on function and the applicable regulatory regime.
From an EU law perspective, a “wallet” is a technical and organisational
construct. Its legal effects depend on whether it covers the following:

A. Digital wallet for the tokenisation of an existing payment instrument
(pass-through): it stores data/credentials of a payment instrument (e.g.
tokenised card data), but it does not hold funds and it does not “issue” the
instrument in an economic sense. Typically, such a digital wallet operates
within a chain of contracts controlled by the issuer of the instrument and the
payment scheme. The draft PSR expressly indicates that, in such a scenario,
the digital wallet is not treated as a payment instrument, and the provider
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of such a wallet “does not provide a payment service of issuing a payment
instrument”.

B. Awallet that holds funds (staged / stored-value): the wallet provider comes
into possession of the funds before the payment and executes the payment
as a second stage. The draft PSR characterises this as a “funding-stage” and
a “payment-stage” model, and indicates that the provider of such a wallet
“issues the payment instrument”s.

C. A crypto-asset wallet: the relevant subject matter is crypto-assets and/
or the “means of access” (keys), and the legal regime is based on Markets in
Crypto-Assets Regulation (MiCA). MiCA does not build obligations on the
concept of a “wallet” as such, but on the classification of the crypto-asset
service provider's (CASP’s) services, in particular the service of “custody and
administration of crypto-assets on behalf of clients".

D. An identity wallet (identity wallet): the core subject matter is identity
attributes and qualified credentials. The centrepiece of the regime is eIDAS,
introducing the European Digital Identity Wallet.

3. Pass-through wallets

3.1. General concept of a pass-through wallet

The most precise account of a pass-through wallet is provided in the draft
PSR (recital 24 in the Commission proposal; a similar functional approach is
reflected in working documents): such a wallet, involving the tokenisation
of an existing payment instrument, for example a payment card, are to be
considered as technical services and should thus be excluded from the
definition of payment instrument as a token cannot be regarded as being
itself a payment instrument but, rather, a ‘payment application™. In turn,
Bank for International Settlements defines electronic wallet services as
arrangements enabling end users to “access, manage and use” payment
instruments “issued by one or more PSPs” via an app/website [Ehrentraud
and others 2021: 10].

Draft PSR, recital 24.

Draft PSR, recital 24.

Art. 3(1)(17) MiCA.

Recital 24 of the draft PSR.

a oA~ W N



Digital Wallets as Regulatory Interfaces: Payment Wallets, Identity... 25

The essential construction of such a wallet is, that the wallet is “passing
through” the transaction to the relevant issuer of the instrument (e.g. the
card issuer), which remains the payment service provider vis-a-vis the payer.

Under the current legal framework, PSD2 does not use the term pass-
through wallet. Strictly speaking, the draft PSR also does not contain a legal
definition. It only sets out the distinction in the recitals®. The legal classifi-
cation therefore relies on the distinction between (i) a payment service and
(ii) a purely technical service supporting the provision of payment services’.
In addition, PSD2 provides a separate regime for third-party providers (TPPs)
offering account access services (AlS), which are not subject to authorisation
procedures, and payment initiation services (PIS), which involve initiating
transactions from a payment account and require authorisation as a payment
institution [Hallak 2025:3]. These services may be sometimes confused with
pass-through wallet services.

Typical examples of pass-through wallets (in a functional sense) are wallets
that store tokenised payment card data and make it available for contactless
or online payments (provided it is not a “stored value” product) [Financial
Conduct Authority and Payment Systems Regulator 2025]. Their common
features include the following:
1. the underlying payment instrument (card / account) is issued or offered
by a regulated institution (the issuer),
2. the wallet involves tokenisation of the payment instrument and strong
customer authentication,
3. settlement takes place within an existing payment scheme for that
payment instrument (e.g. Visa/Mastercard) and within the existing
clearing and settlement infrastructure.

In a card-based model, a pass-through wallet stores the card data/credentials
(often a token), while the transaction is authorised and settled as a card
transaction. European Payments Council documents show that the “payment
component” (the authentication application / credentials) remains “under
the responsibility of the payer’s payment services provider (PSP)”, whereas

¢ Because the “pass-through wallet” and “staged wallet” concepts are derived primarily
from PSR recitals rather than operative provisions, supervisory practice may interpret
and enforce them divergently across Member States, so this taxonomy should be read
as a best-fit interpretive framework rather than a fully determinate legal rule.

7 Art. 3 (j) PSD2.
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the wallet may aggregate multiple instruments and interfaces [European
Payments Council 2014: 33].

As a rule, the mere storage of credentials and the provision of an interface
does not amount to the provision of payment services. The key issue is
whether the wallet provider comes into possession of funds (in which case
the service moves to a staged wallet), or whether it initiates the transfer
of funds or issues payment orders in its own name (which creates a risk of
qualification as payment initiation services or other payment services).

In an “account-based” variant, the wallet (a third party) provides the user
with access to a payment account (or to multiple accounts) and may integrate
account-to-account (A2A) payment initiation functions [Financial Conduct
Authority 2024: 10]. This model is close to third-party provider services,
namely payment initiation services or account information services within
the meaning of PSD2, based on access to a “payment account” with the
user’s consent [Hallak 2025: 33].

If, in practice, the wallet initiates a transaction on the user’s behalf (i.e. it
transmits a payment order to the account servicing payment services provider
(ASPSP), it is difficult to maintain a qualification solely as a technical service
provider. In such a case, the wallet may operate as a technology provider of
a licensed payment initiation services provider (PISP), based on a contract
and an outsourcing model on the PISP’s and/or the ASPSP’s side. Otherwise,
the digital wallet provider must hold authorisation as a payment service
provider providing PIS under the PSD2 regime and, in the future, under the
PSR/PSD3 framework.

3.2. The role of a pass-through wallet as a credentials provider in an
Al agent payment protocol

The legal function of a “digital wallet” is also present in Al agentic payment
protocols. These protocols underpin end-user services that enable payments
to be made using an artificial intelligence system. The protocol assumes
that a so-called Credentials Provider (which cooperates with an Al Payment
Provider) stores information about the user’s payment instruments and,
with the user’s consent, participates in activities aimed at initiating payment
transactions®.

8 For example: Google Agent Payments Protocol. There are also press releases indicating
the introduction of the service in EEA: Revolut is the first to use it in the EEA.
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Where such a wallet remains credential-based, meaning that the Credentials
Provider stores the payment instrument data and supports tokenisation and/
or strong customer authentication (SCA), but does not initiate payments in its
own name, there are grounds to treat such services as pass-through wallets.

However, if the agentic payments provider in fact initiates the transaction,
or holds the user’s funds, the question arises whether the relevant licensing
requirements are met (PIS or another payment service). It also raises the
issue of what types of agreements with the issuer and/or the acquirer are
required.

3.3. Legal issues associated with pass-through wallets

The legal qualification of a given digital wallet service as a payment service
depends primarily on the functions performed by the solution. Where the
wallet provider carries out activities that constitute a payment service (for
example, initiating payments, operating a payment account, or accepting
funds), the service may be classified as a payment service. If, by contrast,
the provider merely supplies technology (UX, tokenisation, secure storage
of credentials), does not come into possession of funds, and payment trans-
actions are executed with the involvement of a licensed payment service
provider, the wallet may be treated as a “technical service provider” within
the meaning of Article 3(j) PSD2. Such services do not constitute payment
services and do not require authorisation to provide payment services.

A separate, but practically important, issue is whether offering a pass-through
wallet could be classified as operating a payment system’ or a payment
scheme®®. The mere fact that a wallet is “used for payments” does not in
itself determine such a qualification. A typical pass-through wallet does not
establish either the infrastructure for the transfer and settlement of funds or
a complete set of rules for the execution of transactions. It operates within
existing payment rails, including the acceptance and clearing/settlement
infrastructure and the rules of the relevant payment scheme (for example,
a card scheme). The wallet functions as a credential layer and an interface.
It “connects” the user to an instrument issued by the issuer, and to the rules
and infrastructure that already exist on the scheme’s side and on the side

?  As defined in Art. 4(7) PSD2.
10 A concept not defined in PSD2, but appearing in the draft PSR and as a 'payment card
scheme' in Article 2(16) of Regulation (EU) 2015/751.
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of payment service providers. In this sense wallets are considered to be
solutions incorporating existing schemes [European Commission 2022:13].

As aresult, a standard credential-based wallet does not “become” a payment
scheme merely because it aggregates instruments and provides a single
user interface. A payment scheme is, as a rule, a set of rules organising the
execution of transactions (who participates, what the roles are, authorisation
and settlement rules, liability, fees, communication standards). By contrast,
in a pass-through model the wallet usually only implements the scheme’s
and the issuer’s requirements in its user experience and in the tokenisa-
tion and SCA flows. Similarly, a wallet does not “become” a payment system
simply because it transmits transaction data or technically initiates execution,
where the actual transfer and settlement of funds occurs in existing systems
(for example, in clearing systems and in the scheme’s infrastructure).

The risk of qualification as a payment system or a payment scheme may
arise only in configurations where an entity simultaneously: (i) sets transac-
tion-execution rules for participants in an independent and binding manner,
and (ii) provides the infrastructure for the transfer or settlement of funds, or
at least organises it in a functionally equivalent way (for example, through
centralised routing, its own participation rules, and its own settlement
between participants). In such a model, the wallet ceases to be merely an
access layer to others’ rails and others’ rules. It begins to perform the role of
a scheme organiser or a system operator. This is not, however, a feature
of typical pass-through wallets, which remain dependent on the issuer, the
acquirer, and the scheme, and whose role focuses on credential storage,
tokenisation, and support for authentication.

Even arecital in the draft PSR indicates that, in a pass-through scenario, it may
be necessary for the wallet provider and the payment service provider that
issued the payment instrument to enter into an outsourcing arrangement?**.
What is decisive is the scope and nature of the tasks entrusted to the pass-
through wallet provider. The outsourcing regime (including DORA for ICT
outsourcing) is triggered on the side of the regulated entity (issuer/acquirer/
PSP) that entrusts the wallet provider with critical functions (tokenisation,
the SCA workflow, and the storage of credentials).

11 Recital 24 of the draft PSR.
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Accordingly, a pass-through wallet, as such, will not constitute a payment
instrument within the meaning of Article 4(14) PSD2. However, it may form
part of a payment instrument issued to the user by a licensed provider, namely
the issuer [European Banking Authority 2025]. In that case, the agreement
between the issuer and the pass-through wallet provider may require the
application of an outsourcing regime.

4. Staged wallets

4.1. Definition and constitutive elements of staged wallets

The draft PSR, as amended by the Council of the European Union, describes
a staged wallet as a wallet characterised by a “funding-stage and a pay-
ment-stage”. In this model, the wallet provider “comes into possession of
the funds... and then transfers those funds to the payee”, while at the same
time “the wallet provider issues the payment instrument”.

The funding stage consists in funds being paid into the staged wallet, which
are then used to execute the transaction [Gorka 2026: 55]. The funds may
be paid in via a payment card transaction, direct debit, or a credit transfer.
If the staged wallet provider is technically involved in initiating the “top-up”
transaction, it may be required to apply strong customer authentication
[European Banking Authority 2021].

The payment stage, in turn, consists in executing a payment transaction
initiated from the wallet. This step may also require strong customer authen-
tication. At the same time, the “funding” and “payment” stages may be
performed simultaneously. This may resemble “decoupled debit transactions”,
i.e. transactions in which, for example, a card payment triggers a direct
debit, and that direct debit is used to provide the funds to cover the card
transaction.

According to the EBA’s position, the Commission Delegated Regulation on
regulatory technical standards for strong customer authentication (SCA-RTS)
does not contain specific provisions for wallet solutions. Under the current
legal framework, wallets are therefore “plugged into” the SCA and liability
regimes through the roles of the issuer/acquirer/merchant and the payment
architecture, rather than through an autonomous “wallet” regime [European
Banking Authority 2021].
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In the case of staged wallets, two aspects are particularly legally relevant:
(i) the wallet provider’s possession of funds (even if only temporarily), and
(i) the wallet provider’s issuance of a payment instrument within the meaning
of PSD2 and the draft PSR.

Examples of staged wallets (in a functional sense) include stored-value
solutions, where the user funds the wallet and then pays from the wallet
balance (e.g. typical e-money wallets; in market practice, also quasi-account
models in payment apps). For the purposes of legal classification, the key
issue is whether the balance takes the form of:
1. funds held in a payment account (scriptural money),
2. electronic money (e-money),
3. in the future - possibly central bank digital currency (CBDC)
4. or another type of value (e.g. crypto-assets, loyalty points) that may
not fall within “funds” under PSD2. In that case, such solutions
would not qualify as staged wallets under PSD2 and the draft PSR.

4.2. Categories of “funds” held in a staged wallet

The basic category of “funds” within the meaning of PSD2 is so-called
“scriptural money”*2. This is money held in payment accounts maintained
by banks and payment service providers, and it is the equivalent of cash in
the form of banknotes and coins. In practice, commercial bank money held
on payment accounts functions as the standard settlement asset for retail
non-cash payments, with discharge effects determined by national law and
payment execution rules.

If a staged wallet provider offers a user an account in scriptural money, this
entails the performance of (at least) payment services related to operating
a payment account and transferring funds. This requires the status of a PSP
under the PSD2 regime (and, in the future, under PSD3/PSR).

Another type of “funds” is electronic money. The definition of electronic money
in the second Electronic Money Directive (EMD2) refers to electronically, stored
monetary value, representing a claim on the issuer, issued on the receipt of funds.
If a staged wallet holds the balance as e-money, the wallet provider should

12 According to art. 4(25) PSD2, ‘funds’ means banknotes and coins, scriptural money or
electronic money. This definition is extended in the draft PSR (Art. 3 (30)): ‘funds’ means
central bank money issued for retail use, scriptural money and electronic money, including
electronic money tokens.
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hold authorisation as an electronic money institution (EMI). If the wallet
operates in a model where the e-money is issued by a separate EMI and the
wallet functions as a type of access interface, this may constitute a pass-
through wallet service.

As regards treating crypto-assets as “funds”, PSD2 generally does not cover
this category. An exception concerns e-money tokens (EMTs) as a specific
form of e-money introduced by MiCA [European Banking Authority 2025:4].
MiCA defines an e-money token as a crypto-asset that purports to maintain
a stable value by reference to the value of one fiat currency (for example,
the euro).

If a staged wallet holds EMTs, the MiCA regime (issuance of EMTs) and the
e-money regime overlap in practice [European Banking Authority 2025: 3,
29-30]. From a doctrinal and systemic perspective, this means that a “staged
wallet” in the sense used in the draft PSR may cover crypto value only insofar
as it constitutes e-money (i.e. an EMT). By contrast, “other” crypto-assets
(asset-referenced tokens, utility tokens, etc.) are not “funds” under PSD2.

Potentially, another category of “funds” may in the future be central bank
digital currency (CBDC). This concerns in particular the digital euro, which is
intended to constitute legal tender®. This is envisaged both by the draft PSR
and by the Proposal for a Regulation on the establishment of the digital euro
(draft Digital Euro Regulation). The PSR draft indicates that the definition
of funds should cover all forms of central bank money issued for retail use,
including banknotes and coins, and any possible future central bank digital
currency, as well as e-money and commercial bank money. Central bank
money issued for use between the central bank and commercial banks, i.e.
for wholesale use, should not be covered!*. Where a digital wallet offers
access to an account on which such a type of CBDC is held, that wallet will
qualify as a staged wallet. This will imply that the wallet provider must have
the status of a payment service provider providing a digital euro payment
service, in accordance with Annex | to the draft Digital Euro Regulation?®.

3 Art. 7(1) of the draft Digital Euro Regulation.

14 Recital 28 and Art. 3 (30) of the draft Payment Services Regulation.

15 E.g. basic digital euro payment services consist i.a. of opening, holding and closing of
a digital euro payment account.



32 Michat Grabowski

4.3. Legal issues associated with staged wallets

Offering a staged wallet generally requires a licence (as a PSP/EMI/credit
institution), because it entails holding users’ funds and executing payment
transactions. This feature distinguishes a staged wallet from a pass-through
wallet.

Where a staged wallet is offered by a third party, but the “actual” e-money
issuer or the account provider is a regulated institution, the arrangement
will in most cases qualify as a pass-through wallet. It may imply the need
to conclude an outsourcing agreement. DORA and the EBA outsourcing
guidelines would then be triggered on the side of the regulated institution.

The draft PSR expressly qualifies a staged wallet as a “payment instrument”
and links this to the payment service of “issuing” provided by the wallet
provider?é.

5. Wallets for crypto assets

With regard to crypto-assets, EU law does not treat the notion of a “wallet”
as the key concept. What matters is control over the means of access (keys)
and the type of service provided?’. MiCA defines the service of “custody and
administration of crypto-assets on behalf of clients” as the safekeeping or
controlling, on behalf of clients, of crypto-assets or of the means of access
to such crypto-assets, where applicable in the form of private cryptographic
keys?e.

In practice, this corresponds to the market notion of a custodial wallet, where
the provider controls the keys or the means of access'?. A non-custodial wallet
is a solution in which the means of access remain exclusively with the user; the
software provider does not “safekeep or control” the keys for the client.

Examples of custodial wallets include wallets offered by exchanges and
crypto platforms, which maintain a user “account” and execute transfers
upon the user’s instruction while controlling the keys or the means of access

16 Recital 34 draft Payment Services Regulation.

7 In hybrid key-management models (eg MPC, smart-contract wallets with recovery,
delegated signing, or hosted key-shards), “control” may be shared or shifting, so these
structures are hard cases for whether the provider is “safekeeping/controlling the means
of access” within the meaning of MiCA.

8 Art. 3.1.(17) of MICA.

19 Recital 83 of MiCA.
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[Zetzsche, Sinnig, Nikolakopoulou 2024: 214]. By contrast, non-custodial
wallets are self-hosted wallet applications (eg software wallets) in which the
user retains the seed/private key and the provider supplies only a tool for
signing and broadcasting transactions [Berkun 2025: 1-3].

Accordingly, the term “digital wallet” may be used in market practice, but
MICA allocates obligations differently, along the axes of (i) custody/means
of access, (ii) transfer as a service, (iii) execution of orders, (iv) exchange,
and so forth, rather than by reference to a “wallet institution”. From a legal
perspective, a “crypto wallet” is therefore a shorthand for a bundle of services,
which may (but need not) qualify as crypto-asset services.

Where an entity safeguards or controls the means of access for clients, it
falls within the scope of custody and administration under MiCA. In that
case, authorisation as a CASP is, as a rule, required.

Conversely, where the provider supplies software only and the keys remain
exclusively with the user, the legal assessment will instead rest on the
“purely technical” character of the service provided [Berkun 2025: 1-2].
That assessment may, however, be exceeded if the entity in fact organises
the execution of transactions “on behalf of” the client (eg by implementing
mechanisms that control the means of access, signing, routing, or the exe-
cution of orders) [See as to the understanding of control over cryptographic
keys [Ciach, Prokopowicz 2025: 81-82].

6. ldentity wallets

A digital identity wallet (European Digital Identity Wallet) is defined as an
electronic identification means which allows the user to securely store,
manage and validate person identification data and electronic attestations
of attributes for the purpose of providing them to relying parties and other
users of European Digital Identity Wallets, and to sign by means of qualified
electronic signatures or to seal by means of qualified electronic seals?°.
Identity wallets are subject to a legal regime separate from payment wallets
(and, potentially, crypto-asset wallets). Their subject matter is not “funds”,
payment instruments, or crypto-assets, but identity credentials, and their
purpose is interoperable authentication and the use of attributes.

20 Art. 3 (42) elDAS.
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The EUDI Wallet is intended, inter alia, to enable the storage of identification
data and attributes and their presentation in relationships with public and
private entities (eg onboarding, access to services) [Baldini 2024:306]. In this
sense, it may “co-exist” with payment wallets, but legally it remains an elDAS
construct [Roman-Jakob, Vieira, James 2024: 9].

Key obligations for identity wallet providers arise under elDAS (including
requirements relating to the functioning of the wallet, trust, and security).
This is not a “payment” licence, but rather a regime of trust services and
electronic identification. From the perspective of this article, it is relevant
that market solutions may combine identity and payment functionalities
(e.g.in a “one app” model), but this does not automatically mean that those
functionalities are subject to the same legal regime.

A specific role for the EUDI Wallet is envisaged in the draft Digital Euro
Regulation. The proposal assumes that the EUDI Wallet may support user
identification and authentication when using the digital euro. The recitals
state that users should be able to onboard and authorise payments with the
digital euro by using the European Digital Identity Wallets.?! The proposal also
adds that PSPs distributing the digital euro should be required to accept the
EUDI Wallet for identity verification and for the authorisation of payments,
where the payer wishes to use the wallet for authorisation.

The proposal also introduces a functional requirement on the “front-end”
side. It provides that front-end services shall be interoperable with or
integrated in the European Digital Identity Wallets.?? As a consequence,
the EUDI Wallet may become one of the access channels to digital euro
services, alongside other technical solutions offered by payment service
providers. The proposal also envisages an obligation to ensure that users can
rely on the functionalities of their European Digital Identity Wallets?3. It is
also being considered to allow the use of the EUDI Wallet to store digital
euro on a payment device for contactless payments in an offline model?*.
Such a function could imply that the EUDI Wallet would perform the role
of a staged wallet.

21 Draft Digital Euro Regulation, recitals (57)-(58)
22 Draft Digital Euro Regulation, Art. 25(1).
23 Draft Digital Euro Regulation, Art. 25(2).
24 Draft Digital Euro Regulation, recital 58.
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7. Other types of digital wallets

There are also arrangements that are sometimes referred to in the market
as “wallets”, but legally do not perform the function of a digital wallet in the
legal sense. An example is solutions offered within a limited network, which
fall under the exemption set out in PSD2 [European Banking Authority 2022].
Examples may also include “merchant wallets” and loyalty wallets [European
Payments Council 2014], provided that they do not involve the storage of,
or the execution of transactions using, “funds” within the meaning of PSD2 or
do not develop into general-purpose instruments [Bairros 2023:84]. Such
solutions nevertheless require a cautious legal assessment, in particular
as to whether they amount to the issuance of e-money or the provision of
payment services.

Given the premise of this article (clarifying the notion of a digital wallet across
the PSR/PSD2, eIDAS and MiCA regimes), these categories are of auxiliary
relevance. They illustrate that the term “wallet” is also used in relation to
instruments that are not payment instruments.

8. Combined wallets

Technically, combining different types of digital wallets is possible. The EPC
explicitly describes the coexistence of multiple wallets and a shared “umbrella
Ul" as well as wallets with some components hosted in the cloud [European
Payments Council 2014:31]. Legally, however, this implies an accumulation
of legal regimes applying to a single solution. With regard to pass-through
wallets, there is an outsourcing risk and a set of requirements related to the
security of the solution. With regard to staged wallets, an authorisation to
provide payment services, and potentially an authorisation to issue e-money,
is required. With regard to crypto-asset (custodial) wallets, authorisation as
a CASP may be required [see e.g. Stolarski 2025], while for an identity wallet
the applicable regime is eIDAS.

Consequently, a “super-wallet” combining all functionalities is more likely to
operate as a bundle of services provided by different entities (supported by
contractual arrangements and outsourcing) than as a single service offered
by one entity without a licence.
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A key practical issue is therefore the separation of roles and ensuring that
the user understands which component constitutes a payment service and
which constitutes an identity service.

9. Conclusions

9.1. Legal issues related to the concept of a digital wallet

The absence of a uniform definition of a “digital wallet” in PSD2 means that
the legal qualification depends on the actual function of a given solution.
In practice, the same label is used for payment wallets, stored-value wallets,
crypto-asset wallets and identity wallets, even though they are subject to
different EU law regimes.

The draft PSR (however, only in the recitals) clarifies the situation in the area
of payments by distinguishing between pass-through wallets and staged
wallets and by linking these categories to the notion of a payment instrument.
In particular, the draft indicates that a pass-through wallet “holds” payment
instrument credentials, but does not “issue” them. By contrast, a staged
wallet covers both a funding stage and a payment stage and is linked to the
“issuance” of the instrument by the wallet provider.

The licensing boundary runs primarily where the wallet provider comes into
possession of the user’s funds, even temporarily, or where it initiates the
transfer of funds in its own name. In the first case, the model approaches
a staged wallet and, as a rule, requires the status of a regulated entity (PSP/
EMI/credit institution), depending on the type of value stored in the wallet.
In the second case, the risk of qualification as payment initiation services,
or another payment service, increases, especially for so-called account-
based wallets that in fact transmit payment orders to the account servicing
payment service provider.

In the pass-through model, the key issue is whether the service can be
qualified as a purely technical service rather than a payment service. If the
wallet provider limits itself to “credential” functions (tokenisation, secure
storage of data, support for SCA), and the transaction is executed by a licensed
PSP within existing schemes, it is easier to maintain the qualification as
a technical service provider. If, however, the wallet “enters” the payment
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initiation process in a manner functionally equivalent to PIS, the qualification
as a technical service becomes difficult to defend.

Outsourcing is a key legal mechanism in typical market configurations. Both
the PSR draft and market practice for credential wallets indicate that coop-
eration between a wallet provider and a regulated entity (issuer/acquirer/
ASPSP or PISP) may need to be framed as outsourcing, especially where
functions essential for security and continuity are entrusted (eg tokenisa-
tion, elements of the SCA workflow, storage of credentials). As a result,
the regulatory compliance burden materialises mainly on the side of the
regulated entity. The wallet often becomes part of the outsourcing chain,
including ICT outsourcing.

For staged wallets, the decisive factor is the type of “funds” stored. If the
wallet covers scriptural money, this in practice entails the provision of
payment services related to the operation of a payment account and the
transfer of funds. If the wallet covers electronic money, the relevant regime
for issuance, distribution and the execution of payment transactions using
e-money applies. If the wallet covers crypto-assets, they are, as a rule, not
“funds” under PSD2, except for EMTs, where elements of the e-money
regime and MiCA overlap.

Crypto-asset wallets do not form an autonomous normative category in MiCA.
MiCA allocates obligations primarily by reference to the qualification of the
service, in particular “custody and administration ... on behalf of clients” and
control over the “means of access”, rather than by the label “wallet” as such.
For that reason, the market notions of custodial and non-custodial have legal
relevance only insofar as they reflect actual “safekeeping or controlling” of
crypto-assets or of the means of access.

Identity wallets, including the EUDI Wallet, are subject to the separate
elDAS regime. Their core consists of identity attributes and attestations,
rather than “funds” or payment instruments. In market practice, solutions
combining identity and payments in a single application may emerge, but
this does not remove the separation of legal regimes and requires a clear
allocation of roles and clear communication towards the user.

Digital euro and identity wallets add a further layer to the wallet taxonomy.
If digital euro becomes available, a wallet may provide access to CBDC
holdings. This reinforces the staged wallet logic, because CBDC holdings
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are connected to a digital euro payment account held with a payment
service provider. A “wallet” that provides access to that account is therefore
unlikely to be neutral from a regulatory perspective. It will typically be part
of a regulated distribution model.

The draft Digital Euro Regulation also makes the EUDI Wallet relevant for
payment flows. It links identity and payments through onboarding and
authentication. In practical terms, EUDI becomes an identity layer for access
to digital euro services. The proposal also requires technical interoperability
or integration between front-end services and EUDI Wallets. This creates
a structural bridge between elDAS and the payment services framework.

At the same time, EUDI Wallet does not become a payment wallet by default.
Its core function remains identity credentials and qualified trust services.
The fact that EUDI can be used to authorise payments does not mean it
issues a payment instrument or holds funds. The legal regimes therefore
remain distinct, even if the user experience is “one app”.

The offline model raises a specific classification risk. The proposal text
considers using the EUDI Wallet for storing digital euro on a payment device
for offline proximity payments. If such a model were adopted, it could move
EUDI closer to a staged wallet function in operational terms. This would not
automatically change the legal basis of eIDAS. It would, however, require
a clear separation of roles and liability in the distribution chain, because
offline holdings are economically equivalent to stored value.

The qualification of a digital wallet as a payment system or a payment scheme
does not follow automatically from the fact that the wallet is used for pay-
ments. In typical models, the wallet operates within existing infrastructure
and the rules of a payment scheme and does not create them itself. The risk
of such a qualification may arise only where an entity both sets the rules for
executing transactions and provides the infrastructure for their execution
or settlement, which is not a feature of standard credential wallets.

Overall, the analysis supports a general finding that wallets increasingly act
as regulatory interfaces. The same user interface may combine payment
credentials, stored value, identity attributes, and crypto access. This increases
the likelihood that a single product triggers multiple regulatory regimes.
It also strengthens the practical need for transparency and clear allocation
of responsibilities. Users should understand which component constitutes
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a payment service, which component constitutes an identity service, and
which entity is responsible for each component.

A further practical risk, especially in “combined” models, is “functional drift”
across regulatory boundaries. A wallet that is designed as a technical service
may, in an account-based configuration, become hard to distinguish from
payment initiation services. This risk arises where the wallet controls the
user journey and transmits payment orders to the account servicing payment
services provider, even if it does not hold funds. A credential wallet may
also evolve into a staged wallet if it adds prefunding or top-ups. This is the
case where the provider comes into possession or control of users’ funds,
even temporarily. Awallet presented as “non-custodial” may still amount to
custody under MiCA if the provider effectively safeguards or controls the
means of access, for example through recovery or signing arrangements.
An identity wallet used for payment authorisation may also move closer to
stored-value logic in offline models. This can occur where it enables storage
of payment value on a device. Therefore, the legal assessment should not
focus on branding. It should focus on who controls payment orders, funds,
authentication flows, and access credentials, as shown by the technical
design and the contractual allocation of roles.

9.2. De lege ferenda proposals within EU law

First, it is worth maintaining the pass-through/staged distinction in the PSR,
but the criteria for “issuance” of a payment instrument in the staged model
need to be clarified. In particular, “issuance” should be clearly linked to the
holding of “funds” and to economic control over the payment stage, in order
to reduce supervisory divergence and regulatory arbitrage. This clarification
should be placed in binding provisions rather than only in recitals.

Second, the boundary between a technical service and AIS/PIS needs to
be clarified in the context of account-based wallets. In practice, the market
will develop models in which the wallet acts as a technology provider for
a licensed PSP, and such models should be predictable across the EU.
A consistent approach is needed as to when an entity “initiates” a transaction
in a functional sense, including where the entity controls the user journey,
transmits orders to the ASPSP, or orchestrates authentication flows.
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Third, better conceptual coordination is needed between PSR/PSD3, elDAS
(EUDI Wallet) and MiCA. Super-apps will combine payments, identity and
crypto, and the lack of coherent reference points increases the risk of
misclassification and inconsistent compliance requirements. Coordination
should reduce the risk that one function “masks” the obligations triggered
by another function. This could include a clearer “mapping” of wallet expla-
nations in recitals across the instruments, and consistent terminology for
credentials, means of access, and stored value.

Fourth, wallet outsourcing should be explicitly and practically embedded
in the DORA regime and in the EBA outsourcing guidelines. Operational
criteria are needed for when wallet functions should be treated as critical or
important, especially in relation to tokenisation, the SCA workflow and the
storage of credentials. This would facilitate consistent implementation and
reduce the risk of formally shifting responsibility to non-licensed entities.

Fifth, the emergence of the digital euro should be reflected consistently in
payment law classification tools. Where CBDC is treated as “funds” for retail
use, EU law should ensure that the allocation of responsibilities between
PSPs, front-end providers, and identity wallet providers is transparent. This is
particularly relevant for offline payments and for any model in which identity
wallets are used in connection with CBDC holdings.
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