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The Alliance for Innovative Regulation (AIR) convened a closed-door roundtable discussion in
Washington, D.C., on June 30, 2026, on modernizing regulation for a financial system increasingly shaped by
digital finance, artificial intelligence, embedded commerce, stablecoins, and 24/7 financial infrastructure.

The discussion brought together perspectives from across the regulatory, financial services, technology, and
policy communities. Participants considered how regulation can continue to advance core public-interest
goals, including consumer protection, competition, safety and soundness, financial stability, and trust, while
adapting to market structures that are evolving faster than traditional regulatory processes.

The roundtable discussion will help inform an upcoming AIR Policy TechSprint focused on practical

approaches to modernizing financial regulation. Following the Sprint, AIR will also convene a discussion on
the outcomes and insights generated through the process.

This document summarizes key themes from the roundtable discussion and how they informed the
proposed Sprint challenge areas. It is not intended to provide a full examination of all issues raised,
attribute views to individual participants, imply consensus among attendees, or represent the official views
or policy positions of AIR.

KEY TAKEAWAYS

1. Ground regulation in first principles while modernizing the tools

Participants emphasized that the core goals of financial regulation have not changed, but the tools used to
achieve them may need to evolve. Digital finance, embedded commerce, Al, and always-on payments
challenge frameworks designed for slower-moving and more clearly bounded markets.

2. Risk-based and activity-based approaches may better reflect actual risk
Participants discussed the limits of relying heavily on asset thresholds, institutional form, charter type, or
structural categories as proxies for risk. These approaches provide clarity, but they can also create cliffs,
encourage regulatory arbitrage, and treat similar activities differently depending on who performs them.

3. Consumer protection must evolve with the market

As consumers encounter financial services through platforms, embedded experiences, Al-enabled tools,
stablecoins, and digital payment journeys, they may find it harder to determine accountability, liability, and
recourse when something goes wrong.

4. Regulation needs to become more adaptive, not simply faster

Participants saw value in approaches that help regulators learn from emerging risks, update guidance and
supervisory practices, and support responsible experimentation while maintaining certainty.
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5. Supervisory modernization is central to regulatory modernization

Better data, technology, examiner tools, technical capability, and interagency coordination were viewed as
essential. Supervisory staff need practical, explainable tools that support judgment and help prioritize
material risk.

RETURNING TO FIRST PRINCIPLES

A recurring theme was the importance of grounding regulatory modernization in enduring first principles.
Participants returned to goals such as consumer protection, competition, safety and soundness, protecting
the deposit insurance fund, and systemic risk mitigation.

They also questioned whether existing regulatory tools always map cleanly to those goals. Many current
frameworks were designed for markets that were more geography-bound, institution-centered, and
slower-moving. Today, financial products and services increasingly operate across digital platforms,
commercial ecosystems, non-bank providers, data-driven models, and always-on infrastructure.

The discussion focused less on defending or rejecting specific rules and more on asking what kind of
regulatory system would be designed if policymakers were starting today, in light of current technologies
and market realities.

MOVING TOWARD RISK- AND ACTIVITY-BASED OVERSIGHT

Participants discussed the pros and cons of asset-size thresholds and structural categories as proxies for
risk exposure in financial regulation and supervision. Basing regulatory oversight on these factors can
provide clarity and administrability, but may also produce unintended consequences. Thresholds can create
cliffs that shape institutional behavior, encourage firms to manage around regulatory triggers, or fail to
capture risks related to activity, complexity, interconnectedness, consumer reach, or business model.

There was strong interest in whether modern data, analytics, and supervisory technology could support a
more refined approach. Such an approach could supplement static thresholds with indicators such as
transaction volume, product mix, third-party dependencies, market reach, risk profile, and potential
consumer or systemic impact.

Participants also discussed the importance of treating similar activities consistently across firms and delivery
channels, particularly as banks, fintechs, platforms, technology firms, and other market actors increasingly
offer overlapping financial products or services across the evolving boundary between banking, commerce,
and technology.

PROTECTING CONSUMERS IN MODERN FINANCE

Consumer protection was a major cross-cutting theme. Participants discussed how consumers increasingly
encounter financial services through platforms, embedded product journeys, Al agents, stablecoins,
rewards ecosystems, and automated tools rather than through standalone banking relationships.
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These developments may offer greater convenience, personalization, access, and competition. At the .
same time, they may reduce consumer awareness, obscure accountability, and make it harder to determine
who is responsible when harm occurs.

Participants emphasized that consumer protection should include clear standards, transparency,
accountability, liability, and recourse. They also noted that consumer empowerment depends on usable
information, not simply more disclosure. Technology itself may help improve consumer protection through
more accessible disclosures, Al-enabled comparison tools, and standards for information available to
consumers and their agents.

Al, AUTOMATION, AND ALWAYS-ON FINANCE

Al, automation, stablecoins, and 24/7 payments were central to the discussion. Participants explored how Al
could reduce friction by enabling faster decision-making, automated money movement, account sweeping,
and tools that act on behalf of consumers across multiple financial products.

These developments could improve consumer outcomes, reduce compliance costs, enhance supervisory
visibility, and support more personalized financial services. However, they could also accelerate risk
transmission, reduce consumer understanding, and create accountability challenges when an Al agent,
platform, intermediary, or third party acts on a consumer’s behalf.

Stablecoins and 24/7 payments were discussed as examples of financial activity that may not fit neatly
within older regulatory categories. In a 24/7 digital environment, stress events may unfold faster than
supervisors can observe through periodic reporting, suggesting a need for more timely data, alerts, and
visibility into emerging risks.

BUILDING MORE ADAPTIVE REGULATORY MACHINERY

Participants broadly agreed that regulation needs to become more responsive to the rapid evolution of
technology and markets, while preserving stability and predictability. Durable rules and clear expectations
remain essential. If requirements change too frequently, they can create uncertainty, increase compliance
burden, and make it difficult for firms to invest responsibly. At the same time, lagging rules, policies and
regulator expectations can fuel uncertainty, inconsistency and potentially risk and harm. A key goal is to
enable the regulatory process to adapt more readily to change.

The discussion focused on a practical middle ground: regulation that can learn and adapt as markets evolve,
while preserving sufficient certainty for firms and consumers. Potential approaches included agile
rulemaking, conditional or dynamic frameworks, standards that can evolve faster than formal rules,
sandboxes, simulation environments, and structured public-private dialogue.

Standards, certification, and third-party validation were also discussed as possible tools for modernization.

These mechanisms could help regulators test new approaches, develop more technically informed
guidance, and support responsible innovation without relying solely on formal rulemaking.
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It also seems likely that new technology will streamline the financial industry’s compliance functions,
thereby reducing cost, burden and the likelihood of compliance errors. This development would ease the
industry’s ability to adapt to changes in regulation and supervision with greater agility and less expense.

MODERNIZING SUPERVISION, DATA, AND EXAMINER CAPABILITY

Supervisory modernization emerged as one of the strongest themes. Participants discussed the need for
regulators to strengthen external engagement with markets and internal capacity within agencies.

Externally, agencies may need better mechanisms for dialogue with industry and stronger public-private
learning loops. Internally, they may need improved technical capability, better data infrastructure, timely
information, advanced analytics, and practical tools for examiners.

Participants emphasized that examiners are on the front lines of supervision and must be equipped with
tools they can trust and understand. If supervision becomes more risk-based, outcomes-based, and
technology-enabled, examiners will need clear standards, training, and explainable tools that support sound
judgment.

FROM ROUNDTABLE THEMES TO POLICY TECHSPRINT CHALLENGES

Following the roundtable, AIR synthesized the discussion into two proposed challenge areas for a Policy
TechSprint scheduled for October 2026.

Challenge 1: Risk- and Activity-Based Oversight in a Modern Market

Many current regulatory frameworks rely on asset thresholds, institutional form, charter type, and structural
restrictions as proxies for risk. These approaches provide clarity, but they can also create regulatory cliffs,
encourage arbitrage, distort institutional behavior, and treat similar activities differently depending on who
performs them.

This challenge will explore how regulation and supervision could move toward more risk-based and
activity-based approaches, supported by better data, analytics, and supervisory technology.

Teams may explore concepts such as dynamic regulatory triggers, activity-risk mapping, threshold
simulation tools, examiner decision-support tools, Al-assisted triage, or frameworks for applying consistent
safeguards across institutional forms.

Challenge 2: Adaptive Regulation for Modern Finance

Rapidly evolving technologies, products, and business models are challenging regulatory frameworks
designed for more stable market structures and slower cycles of change. Regulators need mechanisms to
learn and adapt as markets evolve, while maintaining sufficient certainty for firms, treating functionally
similar activities consistently, and protecting consumers and financial stability.
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Agentic Al, embedded finance, digital assets, stablecoins, and 24/7 payments offer practical use cases
for examining how regulation can become more adaptive. Consumer protection will remain a central
outcome, particularly where automated or platform-based financial services create unclear accountability,
reduced consumer awareness, or gaps in liability and recourse.

Teams may explore concepts such as adaptive regulatory lifecycles, next-generation sandboxes or
simulation models, standards or certification models, public-private learning loops, consumer-protection
and accountability frameworks, or machine-readable disclosure tools.

THE NEED FOR ACTION

The financial system is changing quickly. Products, providers, data flows, payment systems, and consumer
experiences are becoming more interconnected, automated, and always on. These shifts create
opportunities to improve access, competition, efficiency, and consumer outcomes, while also creating risks
that may not be fully visible through legacy tools.

Modernizing financial regulation requires more than faster rulemaking. It requires a regulatory system that
can learn continuously, use data more effectively, test emerging risks before harms scale, support examiner

judgment, and adapt with clarity and accountability.

The AIR Policy TechSprint will build on the roundtable discussion by bringing together cross-disciplinary

teams to explore practical concepts and frameworks for a more future-ready regulatory system.

This work is part of AIR's Reframing Financial Regulation Initiative. This initiative is led by AIR, with support
from SoFi.

ABOUT AIR

The Alliance for Innovative Regulation (AIR) is a nonprofit, non-membership organization working to make
the financial system fully inclusive, fair and resilient through responsible use of new technology. By
connecting regulation, finance, technology and society, AIR drives global innovation and collaboration to
address rapid technology change. Learn more at regulationinnovation.org.

Connect with AIR
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