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Abstract (EN)

This thesis evaluates the strategic applicability of New Finance instruments within the Italian startup
ecosystem, starting from a European perspective and narrowing to national dynamics. Startups are key
drivers of innovation but often face funding barriers, especially in markets dominated by traditional banking
and with limited venture capital.

New Finance includes crowdfunding, revenue-based financing (RBF), peer-to-peer lending, and decentralized
finance (DeFi), as well as newer hybrid tools such as Simple Agreements for Future Equity (SAFEs), convertible
notes, venture debt, and tokenised securities under the EU Markets in Crypto-Assets Regulation (MiCAR).
These models aim to expand and diversify capital access through digital platforms, decentralisation, and
flexible structures.

The research combines comparative analysis of European trends and regulations with a focused study of
Italy’s investment landscape, key actors, and adoption rates, using recent data (2024—2025) and selected case
studies. Findings show equity crowdfunding as the most mature and widely applicable instrument, supported
by a robust regulatory framework and high success rates; RBF and venture debt are growing in relevance,
while P2P lending and DeFi face greater barriers. Hybrid approaches—combining non-dilutive debt, grants,
and staged equity—are emerging as effective for bridging the seed-to-Series A gap.

The study concludes with policy recommendations to enhance adoption, including public guarantees for RBF
portfolios, governance frameworks for tokenised assets, and early regulatory alignment for blockchain based

fundraising.



Sommario (IT)

La presente tesi valuta I'applicabilita strategica degli strumenti di New Finance nell’ecosistema delle startup
italiane, partendo da una prospettiva europea e focalizzandosi poi sulle dinamiche nazionali. Le startup sono
motori di innovazione, ma spesso incontrano barriere nell’accesso ai capitali, soprattutto in mercati dominati
dal sistema bancario e con un venture capital limitato.

La New Finance comprende crowdfunding, revenue-based financing (RBF), peer-to-peer lending e finanza
decentralizzata (DeFi), oltre a strumenti ibridi di piu recente diffusione come i Simple Agreements for Future
Equity (SAFE), le convertible notes, il venture debt e i titoli tokenizzati previsti dal Regolamento europeo sui
mercati delle cripto-attivita (MiCAR). Questi modelli mirano ad ampliare e diversificare I'accesso ai capitali
attraverso piattaforme digitali, disintermediazione e strutture flessibili.

La ricerca combina un’analisi comparativa delle tendenze e dei quadri normativi europei con uno studio
specifico del panorama italiano, dei suoi attori e dei tassi di adozione, utilizzando dati aggiornati al biennio
2024-2025 e casi studio selezionati.

| risultati mostrano I'equity crowdfunding come lo strumento piu maturo e applicabile, sostenuto da un
quadro normativo solido e da alti tassi di successo; revenue-based financing RBF e venture debt sono in
crescita, mentre P2P lending e la finanza decentralizzata (DeFi) affrontano maggiori ostacoli.

Gli approcci ibridi—che combinano debito non diluitivo, contributi a fondo perduto ed equity progressiva—
emergono come efficaci per colmare il divario di finanziamento tra la fase seed e la Serie A.

Lo studio si conclude con raccomandazioni di policy volte a favorire I'adozione, tra cui I'estensione delle
garanzie pubbliche ai portafogli RBF, lo sviluppo di quadri di governance per la gestione di asset tokenizzati e

la promozione di un allineamento normativo anticipato per le raccolte fondi basate su blockchain.



Introduction

In contemporary economies, startups are increasingly recognized as catalysts of innovation,
technological progress, and competitiveness. Within the European Union, they contribute
significantly to job creation, productivity growth, and sectoral transformation, particularly in high
value-added industries such as fintech, cleantech, and digital services.

According to OECD data (2023) , young firms, including startups, generate nearly 50% of new jobs
and account for around 20% of total employment across member countries. Despite their
importance, these ventures face structural barriers to accessing finance, especially in early growth
stages, when risk aversion, lack of collateral, and limited revenue histories limit the effectiveness of
traditional channels such as bank lending or priced equity rounds.

To address these gaps, a diverse range of alternative, technology-enabled financial models—
collectively referred to as New Finance, has emerged. Established instruments include equity
crowdfunding, revenue-based financing (RBF), peer-to-peer (P2P) lending, and decentralized finance
(DeFi), as well as hybrid instruments like SAFEs, convertible notes, venture debt, and tokenised
securities regulated under the EU Markets in Crypto-Assets Regulation (MiCAR). These tools aim to
expand access to capital through digital platforms, decentralisation, and flexible structures,
representing not just incremental innovation but a paradigm shift in entrepreneurial finance. While
adoption of these models has grown across Europe, country-level differences remain significant.
Italy presents a particularly relevant case: over the past decade, its innovation ecosystem has
expanded through national initiatives (e.g., Smart&Start Italia), regional hubs (MIND in Milan,
Tecnopolo in Bologna), and increasing interest in alternative finance.

However, the market remains concentrated in pre-seed and early-stage funding, with limited late-
stage deal flow and a narrow set of available instruments. Following a contraction in 2023, venture

capital investments rebounded in the first half of 2025, with a 34% year-on-year increase and
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significant momentum for venture debt. Equity crowdfunding is the most mature instrument,
supported by the European Crowdfunding Service Providers Regulation, while RBF and venture debt
are gaining traction; P2P lending and DeFi still face regulatory and cultural barriers. The entry into
force of MICAR, transposed into Italian law via Legislative Decree 129/2024, has opened new
possibilities for tokenised fundraising, although compliance costs remain high. This thesis examines
the strategic relevance of New Finance instruments within the Italian startup ecosystem between
2024 and 2025, addressing three research questions: Which financial models are most relevant in
contemporary Europe? To what extent are they operational, scalable, and effective in Italy? Which
legal, institutional, or cultural factors influence their adoption, and how can they foster innovation
and entrepreneurial scalability? The study adopts a mixed-methods approach. The first part
establishes the theoretical framework and conducts a comparative analysis of startup finance across
the European landscape, covering regulatory developments, public—private funding mechanisms,
and investment trends from 2020 to 2025. The second part focuses on the Italian market, analysing
its startup infrastructure, principal financial actors, and adoption rates of New Finance and hybrid
tools. Finally, selected case studies illustrate the practical application of these instruments in Italian
context. The aim is to contribute to both academic research and policy design, offering actionable
recommendations for entrepreneurs, investors, and public institutions to build a more dynamic,

inclusive, and globally competitive Italian startup ecosystem.



1. Theoretical Framework: New Finance and Startup Funding

This chapter presents the theoretical foundations of startup finance and examines the evolution of
funding models, with a particular focus on the emergence of New Finance. It traces the historical
development of startup financing, identifies the main instruments within the New Finance category,
and analyses the role of digital transformation in shaping the financing of early-stage ventures. The
objective is to define a conceptual framework that will guide the comparative European analysis and

the Italian case study in the following chapters.

1.1 Evolution of Startup Finance Models

Startup financing has evolved significantly over the past two decades. Traditionally, early-stage
ventures relied on personal savings, family and friends, or bank loans. These sources often proved
inadequate for innovative, high-risk projects. Banks, in particular, have tended to apply conservative

credit models, excluding startups without collateral, stable cash flows, or a long operational history.

In the early 2000s, business angels and venture capital (VC) began to play a more prominent role,
providing equity financing in exchange for ownership stakes and focusing on long-term growth
potential. Over time, accelerators, incubators, and public funding programmes were added to the

ecosystem, combining financial resources with mentorship, networks, and infrastructure.

The 2008 global financial crisis marked a structural turning point. With credit markets tightening,
startups and SMEs faced reduced access to bank finance. This catalysed the growth of Alternative

Finance (AF), disintermediated funding models facilitated by digital platforms. According to Klynveld
Peat Marwick Goerdeler (KPMG, one of the world’s largest professional services networks) and

European alternative finance monitors, the European Alternative Finance (AF) market exceeded €15



billion in 2023, with annual growth rates of around 40% in leading markets such as the UK, France,

and Germany.

Over the past decade, startup funding models have become increasingly hybrid, combining
traditional equity and debt with more flexible, technology-enabled tools. This reflects a wider trend
towards digitalisation, disintermediation, and democratisation of finance, reducing reliance on
institutional gatekeepers and widening access to capital. In this context, New Finance has emerged
as a distinct subset of Alternative Finance, offering innovative structures tailored to the specific

needs and risk profiles of early-stage ventures.

1.2 Key Instruments of New Finance

New Finance represents an evolution of alternative finance, characterised by a set of innovative
mechanisms that combine elements of traditional equity and debt with advanced technological
solutions. Based on digital platforms, blockchain infrastructure, and automated processes, it aims

to make capital allocation more accessible, efficient, and transparent.

These models are particularly relevant for startups, which often have high growth potential but also
atypical risk profiles that limit their access to traditional bank credit or later-stage venture capital
rounds. New Finance therefore offers flexible and adaptable instruments capable of meeting the

specific needs of innovative enterprises.

The following sections will analyse in detail the main New Finance instruments, highlighting their

characteristics, operating mechanisms, potential applications, and limitations.



1.2.1 Crowdfunding

Crowdfunding is an alternative financing method that enables startups to raise capital from a large
pool of small investors, typically through dedicated online platforms. This financing model has

gained traction among Italian startups, particularly those active in B2C and impact-oriented sectors

that may not yet meet the requirements of traditional financing channels.

Different forms of Crowdfunding

Crowdfunding
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Can take several forms, each with distinct mechanisms and investor expectations:

¢ Reward-based crowdfunding: Backers support a project in exchange for a product, service,

or perk, rather than financial returns.

Lhttps://www.researchgate.net/figure/Different-types-of-crowdfunding_fig2_337561733



Equity-based crowdfunding: Investors provide capital in exchange for ownership shares in

the startup, participating in its future profits and potential exits.

Lending-based (debt) crowdfunding: Also known as peer-to-peer lending, this model
involves contributors lending money to startups with the expectation of repayment plus

interest, similar to traditional loans but without involving banks.

Donation-based crowdfunding: Contributors donate money to support a cause or initiative

without expecting any financial return. This model is most commonly used for social,

cultural, or humanitarian projects.

Difference between traditional funding and crowdfunding

TRADITIONAL FUNDING CROWDFUNDING

Large amounts from one, Many small sums from
or a few, sources a large group of individuals

This image shows the difference between traditional funding and crowdfunding. In traditional funding,

represented on the left side, money is provided by a central authority such as a bank. This model is centralized

and access to funding is often limited to those who meet strict financial criteria. On the right side,

2 https://single-market-economy.ec.europa.eu/access-finance/guidecrowdfunding/whatcrowdfunding/crowdfunding-
explained_en
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crowdfunding is illustrated as a decentralized system where many individuals contribute small amounts to
support a project or idea. This approach allows broader participation, making it easier for startups, creatives,

and social causes to raise funds directly from the public through online platforms.

In Italy, equity crowdfunding has become a mature, regulated channel in Italy. Platforms such as
Mamacrowd, Opstart, and WeAreStarting (CrowdFundMe) have become essential channels for

early-stage fundraising, particularly for B2C and impact-driven ventures.

Notably, equity crowdfunding is formally regulated by CONSOB, the Italian financial markets
authority, under a legal framework introduced in 2013 and strengthened in 2017. Italy was one of
the first European countries to establish a comprehensive national framework for equity
crowdfunding, which has since been aligned with the EU Regulation on European Crowdfunding

Service Providers (ECSP).

(A more detailed analysis of the Italian crowdfunding market is provided in Chapter 4.)
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1.2.2 Revenue-Based Financing (RBF)

Revenue-Based Financing (RBF) is a hybrid funding model in which a startup receives capital in
exchange for a fixed percentage of its future revenues, up to a predetermined repayment cap.
Unlike traditional debt instruments, RBF does not involve fixed repayment schedules or equity

dilution, thereby aligning investor returns with the company’s actual performance.

Revenue-Based-Financing (RBF) model

Periodic payments based
on revenue + multiple

& Se2
v

Investors

Company

Investment

This image illustrates the Revenue-Based Financing (RBF) model as a cyclical process between a

startup (Company) and investors.

e [nvestment Phase: Investors provide capital to the company (bottom of the cycle).

e Repayment Phase: The company makes periodic payments to investors based on a
percentage of its revenue, until a predefined multiple of the original investment is repaid
(top of the cycle).

3 https://corporatefinanceinstitute.com/resources/career-map/sell-side/capital-markets/revenue-based-financing/
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e The arrows forming a loop emphasize the ongoing and performance-based nature of the
repayment process.

Key Features of RBF:

¢ No equity dilution: Founders retain full ownership and control of the company.

e Flexible repayments: Payment amounts fluctuate in proportion to monthly revenue
performance.

e Sector suitability: Particularly effective for SaaS and B2B startups with stable cash flows.

e Shorter repayment horizon: Typically repaid within 18 to 36 months.

¢ Aligned incentives: Investors benefit from the company’s growth without requiring an exit

event.

Standard RBF agreements often set repayment caps ranging from 4 to 7 times the Monthly Recurring
Revenue (MRR), or approximately one-third of the Annual Recurring Revenue (ARR), depending on

the startup’s risk profile and growth potential.
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Key benefits associated with three primary financing options for startups

Financing Options

Benefits

Bank Revenue Venture
Loan Financing Capital

Retain Equity

Maintain Control

LKL

No Personal Guarantees
Flexible Repayments

Ease of Access to Capital

v
v
v
v
)
v

Large Funding Amounts

The comparative chart illustrates the key benefits associated with three primary financing options
for startups: bank loans, revenue-based financing (RBF), and venture capital. Among the six
evaluated criteria—retaining equity, maintaining control, absence of personal guarantees, flexible
repayments, ease of access to capital, and availability of large funding amounts —RBF emerges as
the most balanced solution. It offers five out of six benefits, including full ownership retention and
flexible repayment terms, without requiring personal guarantees. In contrast, bank loans provide
limited flexibility and control, while venture capital stands out solely for its capacity to deliver large
funding amounts, often at the cost of equity and control. This visual comparison underscores the
strategic advantages of RBF, particularly for startups seeking non-dilutive, performance-aligned

financing.

This financing approach is particularly well-suited to startups operating in sectors characterized by

predictable and recurring revenue streams—such as Software as a Service (SaaS), e-commerce, and

4 https://dealroom.net/blog/revenue-based-financing
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digital services—where cash flow stability and low churn rates are common. Although still in an early
stage of adoption within the European market, RBF is gaining traction due to its flexibility, scalability,

and the balanced risk-return profile it offers to both investors and entrepreneurs.

RBF provides capital in exchange for a fixed percentage of future revenues until a pre-agreed cap is
reached. Benefits include no equity dilution, flexible repayments, and alignment of investor returns

with company performance.

In Italy, adoption remains limited but promising, particularly for SaaS, e-commerce, and digital
services. A key policy recommendation is the extension of the Fondo di Garanzia to RBF portfolios,

which could significantly accelerate market uptake.

(A more detailed analysis of the Italian revenue-based financing (RBF) market is provided in Chapter

y
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1.2.3 Peer-to-Peer Lending

Peer-to-Peer (P2P) lending is a financing model that connects borrowers directly with individual or
institutional lenders via digital platforms, thereby bypassing traditional financial institutions. P2P
platforms, such as Opyn (formerly BorsadelCredito), offer several advantages over traditional
banking, including faster application processes, dynamic credit scoring powered by big data, and
tiered interest rates adjusted to borrower risk profiles. These features can enhance credit
accessibility, especially for small and medium-sized enterprises (SMEs). However, the application of
P2P lending for high-growth startups remains relatively limited due to their higher risk profile and

lack of financial history.

How Peer-To-Peer Lending works

P2P PLATFORM

PEER

- ﬁ How Peer to Peer “ 0
BORROWERS LENDERS

Post Loan Request Offer to Lend/invest

LOAN AGREEMENT

This image illustrates how peer-to-peer (P2P) lending works. It shows a decentralized lending process
where borrowers and lenders connect directly through an online P2P platform. Borrowers post loan

requests, and individual lenders offer to lend or invest money. The platform facilitates the

5 https://hdfcsky.com/sky-learn/loans/peer-to-peer-lending
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connection and helps manage the loan agreement between the two parties, without the involvement

of traditional financial institutions like banks.

Advantages (Pros) and Disadvanatges (Cons) of Peer-To-Peer Lenfing

Pros and Cons of Peer-To-Peer Lending

Higher Interest Rates for
Poor Credit Borrowers

Lower Interest Rates for
Borrowers

Risk of Borrower Default

Flexible Terms for

Borrowers for Lenders

Lack of FDIC Insurance for
Investments

Higher Returns on
Investment for Lenders

T FINANCE

(This visual summarizes the key benefits and risks associated with Peer-to-Peer (P2P) lending
platforms, highlighting why the model can be both appealing and challenging for borrowers and

lenders.)

Advantages (Pros):
e Lower Interest Rates for Borrowers: P2P platforms often offer better interest rates than
traditional banks, especially for borrowers with solid credit profiles. This is due to the

reduced overhead costs and the absence of intermediaries.

6 (Reference: Finance Strategists) https://coinlaw.io/peer-to-peer-lending-statistics/
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e Flexible Terms: Borrowers may negotiate more adaptable repayment plans, including
variable term lengths and installment options. This flexibility is attractive for small

businesses and individual entrepreneurs.

e Higher Returns for Lenders: Investors (lenders) typically earn better yields than they would
from conventional savings accounts or government bonds, making P2P lending a competitive
asset class.

Disadvantages (Cons):

e Higher Rates for Poor Credit Borrowers: Those with lower credit scores may face steep

interest rates, as platforms price loans according to perceived risk.

e Default Risk: Since P2P platforms often deal with non-collateralized loans, lenders carry the
risk of losing capital if the borrower defaults. Credit risk is a significant limiting factor for
startups with little financial history.

¢ Lack of Government Insurance: Unlike traditional savings held in banks, P2P investments are

not protected by national deposit insurance schemes (e.g., FDIC in the U.S. or equivalent

bodies in Europe), making them inherently riskier.

This analysis indicates that while P2P lending provides a valuable alternative source of credit for
established SMEs, its applicability to early-stage startups—particularly in Italy—remains
constrained. Factors such as regulatory uncertainty, elevated credit risk, and a generally
conservative market environment continue to limit broader adoption, despite initiatives by

platforms like Opyn to explore startup-focused use cases.

(A more detailed analysis of the Italian regulatory and market context will be provided in Chapter 4.)
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1.2.4 Decentralized Finance (DeFi)

Decentralized Finance (DeFi) represents a transformative shift in the financial sector by leveraging
blockchain technology and smart contracts to deliver financial services without the need for
traditional intermediaries. DeFi platforms, such as Aave, Uniswap, and MakerDAO, enable startups
to perform a range of operations, including token issuance, permissionless lending and borrowing,
and automated liquidity management. These platforms are open-source, globally accessible, and
governed by decentralized protocols, allowing users to transact directly without centralized banks
or exchanges.

One of the defining features of DeFi is its trustless architecture: users do not need to rely on banks
or brokers to honor agreements, as transactions are automatically executed by smart contracts. This
structure allows for real-time transactions, operating continuously 24/7 without the constraints of
banking hours or national borders. In contrast to traditional finance, which requires users to share
personal data and undergo lengthy verification procedures, DeFi users simply connect a digital
wallet, preserving privacy and improving accessibility for underbanked or excluded entrepreneurs.
Another significant advantage is user custody: individuals retain full control of their funds rather
than relying on financial institutions, which reduces the risk of mismanagement or institutional
failure. This model also offers faster settlement times, minimal bureaucratic delays, and resistance
to centralized shutdowns, making it particularly attractive to digitally native startups in fast-paced

sectors. ’

7 MiCA (Markets in Crypto-Assets Regulation), approved by the European Parliament in 2023, establishes a
regulatory framework for crypto-assets within the EU and aims to address certain aspects of decentralized
finance.
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The system connects investors and users via decentralized smart contracts. Investors earn returns
by committing capital to the protocol, while users lock assets as collateral to access financial services
such as loans. The protocol automates yield distribution and fee collection through a decentralized
treasury, ensuring transparency, liquidity, and autonomy.

DeFi operational structure

DeFi Protocol

Commits . Uses
Yields ——F * Pays
R — €mmmmm————————
: Ve &, User
Investor 9® .- 0 8 \{.P ;
- P
] ]
"y v 1
| P b
= y
DeFi Treasury - ‘ Locked Assets )

The image illustrates the operational structure of a typical Decentralized Finance (DeFi) system. At
its core, a DeFi protocol delivers financial services—such as lending, borrowing, and yield
generation—without the need for centralized intermediaries like banks.

1. Investors/Liquidity Providers deposit digital assets (typically stablecoins or cryptocurrencies) into

the protocol's liquidity pools. In return, they earn yield (interest or protocol-specific rewards).

8 https://www.mdpi.com/1999-5903/16/3/76/
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2. Borrowers/Users access these funds by depositing collateralized crypto assets (e.g., ETH, wBTC)

into smart contracts. The loan value is typically a fraction of the collateral’s market value (Loan-

to-Value ratio).
3. The protocol uses smart contracts to automatically manage all processes:

e Loan issuance

e Interest accrual

® Risk monitoring (e.g., collateralization levels)

e Liquidation if necessary (in case collateral value drops below the threshold)

4. All activities occur transparently and permissionlessly, enabling real-time settlement and

eliminating the need for human intermediaries.

5. The DeFi treasury—a key innovation—acts as a capital reserve. It collects fees, redistributes

earnings to token holders or liquidity providers, and may fund future protocol development.

Centralized Finance (CeFi) and Decentralized Finance (DeFi)

@, 3A°
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° https://bap-software.net/en/knowledge/defi-finance/
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This image illustrates the key difference between Centralized Finance (CeFi) and Decentralized

Finance (DeFi).

In the CeFi model (top), financial transactions between users are mediated by traditional institutions
such as banks and financial service providers.
In the DeFi model (bottom), transactions occur directly between users via blockchain-based smart

contracts, without intermediaries—enabling peer-to-peer interaction and automation.

For startups, DeFi introduces innovative avenues for fundraising, access to capital, and financial
engineering. However, its adoption in Europe—particularly in Italy—remains limited due to several
challenges. These include regulatory uncertainty, institutional resistance, and the technical
complexity associated with blockchain integration. Moreover, concerns regarding security
vulnerabilities, compliance with anti-money laundering (AML) regulations, and investor protection
further inhibit mainstream adoption.

Despite these limitations, DeFi continues to grow globally and presents long-term potential for
reshaping startup finance, especially as legal frameworks and market understanding evolve.

Operational flow of a typical DeFi protocol.

(A more detailed analysis of the Italian regulatory and market environment for DeFi will be presented

in Chapter 4.)
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1.2.5 Emerging and Hybrid Instruments (SAFEs, convertible notes, venture debt,
tokenised securities/STOs)

In addition to the more established New Finance mechanisms, several emerging and hybrid
instruments have gained relevance in recent years, particularly for bridging the funding gap between
early and growth stages. These tools combine features of equity, debt, and digital finance, offering
startups flexible financing structures that can be tailored to their specific stage, sector, and risk

profile.1°

Simple Agreements for Future Equity (SAFEs)

A Simple Agreement for Future Equity (SAFE) is an investment instrument introduced in the United
States by Y Combinator and increasingly adopted in Europe. It enables an investor to provide capital
to a startup in exchange for the right to acquire shares at a later date, typically triggered by a future
equity financing round. This structure avoids the immediate need for company valuation and

reduces transaction complexity.

In practical terms, the investor provides funding without receiving immediate equity ownership.
Upon the occurrence of a qualifying financing event, the investment automatically converts into
shares, usually applying a predetermined discount to the price per share and/or a valuation cap.
Unlike convertible notes, SAFEs do not accrue interest and have no maturity date, which simplifies
both the legal documentation and the transactional process. This structure also eliminates the need
to establish a company valuation at the time of investment, reducing the complexity and costs

associated with early-stage fundraising.

10 Alternative Finance Facilities to Italian Startup: Implementation in Italy in the European Regulatory Framework, June
20, 2025 by Prof. Dario Grandoni
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How a SAFE (Simple Agreement for Future Equity) works

SAFE

Investor et Impact Enterprise

11

This image illustrates how a SAFE (Simple Agreement for Future Equity) works: an investor provides funding
to an impact enterprise in exchange for a future right to shares, which are issued when a triggering event (like

a priced equity round) occurs.

For founders, SAFEs allow the preservation of full ownership and control until conversion, although
they may result in future dilution once the shares are issued. From the investor’s perspective, SAFEs
offer a straightforward mechanism to participate in a company’s future equity without the need for
immediate valuation negotiations, but they provide fewer legal protections than debt instruments,

particularly in downside scenarios.

In the Italian context, SAFEs are not yet explicitly regulated under national law. Nonetheless, they
can be adapted into compliant investment contracts within the framework of corporate legislation.
Their adoption remains relatively limited, being more common in cross-border transactions or in

fundraising rounds involving international investors.

(A more detailed analysis of SAFE adoption in Italy will be provided in Chapter 4.)

11 https://finanzasinnovadoras.org/en/instrumentos/safe-simple-agreement-for-future-equity/
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Convertible Notes

Convertible notes are short-term debt instruments that convert into equity under predefined
conditions, typically during a subsequent investment round. Unlike SAFEs, they accrue interest and
have a fixed maturity date, which adds a contractual obligation for repayment if conversion does

not occur within the agreed timeframe.

In operational terms, the investor provides capital to the startup in the form of a loan. When a
qualifying financing round takes place, the principal—together with any accrued interest—
automatically converts into shares, applying a discount to the price per share and/or a valuation
cap. If the conversion has not occurred by the maturity date, the investor retains the right to request
repayment or renegotiate the terms, which may include an extension, a change in conversion

conditions, or alternative repayment arrangements.

Concept of Convertible Note

Concept of Convertible Note

$100K investment %
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12 https://p2pmarketdata.com/articles/convertible-note/
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This image explains a Convertible Note: an investor loans money to a startup (e.g., S100K at 5% interest)
under an agreement that the debt will later convert into shares. The conversion value depends on factors like

the company’s valuation after Series A, a discount rate (e.g., 20% off), and a valuation cap.

This instrument allows valuation discussions to be postponed until the next significant financing
event, which can be advantageous for early-stage companies that have not yet established a reliable
market valuation. Its debt nature also provides a degree of downside protection to investors, as it
creates a legal claim against the company in case of default. Additionally, convertible notes offer
flexibility in structuring terms, such as interest rates, maturity dates, and conversion triggers, which

can be tailored to the specific needs of both parties.

However, the presence of a maturity date introduces the potential for repayment pressure if no
qualifying financing occurs before expiry, which can place strain on a startup’s liquidity. Moreover,
the legal documentation and negotiation process for convertible notes is generally more complex

than for SAFEs, as it must address debt-related obligations alongside conversion mechanics.

In the Italian market, convertible notes are most commonly used in seed or bridge financing rounds.
Their structures are adapted to comply with national regulations on convertible debt instruments
and participatory financial instruments, ensuring that both the debt and equity conversion elements

are consistent with corporate law.

(A more detailed analysis of convertible notes in the Italian market will be provided in Chapter 4.)
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Venture Debt

Venture debt is a form of debt financing designed for later-stage startups and scale-ups that have
validated their business model but lack the collateral required for traditional bank loans. It is often
provided alongside equity rounds to optimise the capital structure, reduce dilution for existing
shareholders, and extend the company’s operational runway. This combination of debt and equity

financing enables companies to secure additional capital while preserving ownership stakes.

In practical terms, a venture debt agreement involves a lender—frequently a specialised financial
institution or bank—providing a loan to the startup. In addition to repaying the principal and interest
over a fixed term, the borrower typically grants the lender warrants or other equity-linked rights,
allowing them to purchase shares at a predetermined price in the future. These equity participation
rights align the lender’s interests with the long-term success of the company and enhance the

overall return potential beyond standard interest payments.

Venture debt financing

Principle + Interest payments
+ Warrants

o
Venture Debt

Lender Loan principle amount

Startup

13

13 https://corporatefinanceinstitute.com/resources/career-map/sell-side/capital-markets/venture-debt/
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This image illustrates venture debt financing: a venture debt lender provides a startup with a loan (principal
amount), and the startup repays it with interest plus warrants, which give the lender rights to purchase

equity in the future.

Venture debt is particularly suited to companies with predictable revenue streams and strong
growth prospects, enabling them to finance strategic initiatives such as market expansion, product
development, or acquisitions without delaying operations until the next equity round. It can also act
as a bridge between financing events, ensuring stability during rapid scaling. The main advantage
lies in its ability to provide substantial capital with minimal dilution, although the inclusion of

warrants means that some equity dilution may still occur.

However, venture debt introduces fixed repayment obligations, requiring companies to maintain
adequate cash flow to service the debt. For startups with volatile or unproven revenue streams,

these obligations can increase financial risk and put pressure on liquidity.

In Italy, the venture debt market has expanded rapidly in recent years, supported by both
institutional lenders and major banking groups such as Intesa Sanpaolo, which have launched
dedicated programmes targeting high-growth companies. Adoption is most prevalent among
technology, biotechnology, and deeptech firms in advanced growth stages, where debt servicing

capacity can be balanced effectively against expansion requirements.

(A more detailed analysis of the Italian venture debt market will be provided in Chapter 4.)
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Tokenised Securities and Security Token Offerings (STOs)

Tokenised securities refer to the digital issuance of regulated financial instruments—such as shares,
bonds, or asset-backed securities—on blockchain platforms. Security Token Offerings (STOs)
leverage this approach to raise capital, combining the legal protections of traditional securities with
the technological advantages of blockchain infrastructure. They enable fractional ownership,
programmability of investor rights, and the potential to reach a global investor base, while also

offering enhanced transparency and efficiency in capital markets.

In operational terms, an issuer creates a blockchain-based security token representing ownership or
other regulated rights over a real-world asset or company equity. Investors purchase these tokens,
which are recorded and managed via smart contracts that can automate compliance, dividend
distribution, voting rights, and other governance functions. Because the issuance and management
processes are embedded in blockchain infrastructure, STOs can reduce intermediation, lower

transaction costs, and enable near-instant settlement.

How Security Tokens work and benefits

Programmable |
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14 https://www.stoscope.com/blog/what-is-a-security-token-offering-sto-complete-guide
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The image illustrates how Security Tokens work and the benefits they offer:

e  Security Tokens are regulated digital assets, issued on a blockchain, and backed by real-world assets

(e.g., real estate, stocks, commodities).

® They provide unlocked liquidity, meaning these tokens can be traded more easily than traditional

securities.

e Through programmable ownership, rules and rights are embedded in smart contracts on the

blockchain, automating transactions and compliance.
® This setup enables:

o Automated compliance with regulatory requirements

o Fractional ownership, allowing smaller investments in
large assets

o Free market exposure, giving access to global investors

o Low fees, no middleman, reducing costs by removing

intermediaries

In short, the diagram shows that security tokens merge traditional financial regulation with blockchain

efficiency to make investing more accessible, transparent, and cost-effective.

The principal advantages of tokenised securities include lowering barriers to entry for investors
through fractional ownership, improving liquidity via secondary market trading, and expanding
fundraising reach internationally. Programmable smart contracts further enable the automation of
regulatory compliance, reducing administrative overhead for issuers. However, these benefits are
accompanied by challenges, such as high compliance costs, strict governance requirements, and the

evolving nature of regulatory oversight.

Within the European Union, STOs and other tokenised securities fall under the Markets in
CryptoAssets Regulation (MiCAR), which provides a harmonised framework for the issuance and

trading of digital assets. In Italy, this framework has been transposed into national law through
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Legislative Decree 129/2024, offering a clear legal basis for tokenised fundraising activities.
Nonetheless, adoption within the Italian startup ecosystem remains limited in the short term due
to substantial setup costs, governance obligations, and relatively low market awareness. Over time,
as legal frameworks mature and investor familiarity grows, STOs have the potential to become a
significant financing channel for high-growth enterprises seeking innovative, technology-enabled

capital solutions.

(A more detailed analysis of the Italian requlatory and market environment for STOs will be provided

in Chapter 4.)

Overall, hybrid financing strategies often combine these instruments to meet specific capital needs
while optimising cost of capital. For example, a seed-stage startup might mix a capped-discount
SAFE with a small non-dilutive revenue-based loan, while a scale-up could combine venture debt
with a convertible note to finance expansion before a Series B round. These approaches reflect a
broader trend toward customised, multi-instrument financing models that align capital structure

with growth objectives and risk management.
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1.3 Digital Transformation and Financial Innovation

The rise of New Finance is closely linked to the broader process of digital transformation that, over
the past decade, has reshaped the financial sector. The acceleration of technological innovation —
driven by fintech, blockchain infrastructure, mobile banking, big data analytics, and artificial
intelligence (Al) — has profoundly altered how capital is raised, allocated, and monitored, with

particularly significant effects on startups and early-stage ventures.

Modern fintech platforms now provide a diverse range of automated financial services, including
instant lending and investment, smart contract execution, real-time business performance tracking,
and risk assessment models powered by machine learning. These tools enable more accurate and
tailored evaluations, facilitate automated regulatory compliance (regtech), and enhance
engagement between startups and investors, thereby expanding access to capital for entities

traditionally excluded from conventional financial channels.

One of the most transformative impacts has been the removal of structural and operational barriers
to entry. Even startups with minimal physical infrastructure can now reach international markets by
leveraging decentralized or platform-based financial ecosystems. Innovations such as tokenisation,
digital identity, and cross-border compliance solutions have made it easier for early-stage

companies to attract international investment in a legally compliant and cost-effective manner.

However, this transition also introduces new challenges: cybersecurity risks, data protection issues,
and delays in regulatory adaptation, particularly in Southern Europe.
In Italy, for example, legal and institutional frameworks are still evolving to keep pace with advances

in digital finance, potentially limiting scalability and institutional adoption.

In parallel, the European regulatory environment has introduced key measures to support
innovative finance: the European Crowdfunding Service Providers (ECSP) Regulation, which
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harmonises fundraising rules across the EU, and the Markets in Crypto-Assets (MiCA) Regulation,
which establishes a clear framework for issuing and trading digital assets. Together with initiatives
such as the Digital Operational Resilience Act (DORA), these policies strengthen security and trust in

digital markets, opening new opportunities for startups and investors.

Despite existing barriers, the growing integration of technology into financial services remains a
powerful driver of innovation. By improving operational efficiency, reducing frictions, and
democratising access to capital, digital transformation is laying the foundations for a more

inclusive, agile, and diversified startup financing ecosystem.
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2. Startup Finance in the European Context

Over the past decade, the European startup financing landscape has experienced profound
transformation. The combination of growing digital entrepreneurship, supportive EU policy
frameworks, and increasing flows of venture capital has contributed to the emergence of a vibrant
innovation ecosystem. This chapter explores the structural dynamics of European startup finance,
focusing on the period 2020-2025. It provides an overview of the regional landscape, reviews public
and private funding mechanisms, analyzes investment trends, and examines the regulatory

environment shaping financial access and cross-border capital flows.

European Venture Capital investment

450M

dealroom.co
15

European VC investment is concentrated in the UK, Germany and France.

15 sourche: Dealroom.co
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2.1 Overview of the European Startup Landscape

Europe has emerged as a dynamic and increasingly competitive environment for startups. Key

innovation hubs such as London (United Kingdom), Berlin and Munich (Germany), Paris (France),

Stockholm (Sweden), and Amsterdam (Netherlands) have become magnets for venture capital,

digital infrastructure, entrepreneurial talent, and institutional support.

Hub VC investment 2024. Change vs. 2023
b o] London $8.8B -0
il Paris 54.48 14%
™ Munich | ¢238] 129
= Berlin | BEO M-8
i  Stockholm s <
= Amsterdam . 51B 24%
B  Cambridgeshire B sseem 135%
Zurich . $719.TM 18%
[+ Geneva . 5639,7M 253%
il Dublin B ss22.7m 9%

Sowrce:  Dealroamoco. Change s average guarterly investment from 3023

dealroom.co
16

(European VC is concentrated in the Northern cities with London leading the way and, 2 German hubs and

Cambridge making the Top 10.)

Startups in Europe operate across a diverse range of sectors including healthtech, fintech,

greentech, artificial intelligence (Al), biotech, cybersecurity, and SaaS (Software as a Service) and

mobility, which continue to attract large volumes of investment and support. In recent years,

16 source: Dealroom.co. Change vs. average quarterly investment from 2023.
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deeptech, generative Al, and climate-focused technologies have seen rapid capital inflows,

supported by targeted EU initiatives such as the Green Deal and Digital Decade.

(These sector-specific investment patterns will be examined in more detail in the following section

2.2 Investment Trends (2020-2025)).

According to the State of European Tech Report 2022 by Atomico, startups across Europe raised
more than €100 billion in venture capital that year, placing the continent firmly on the global
innovation map. Despite challenges posed by COVID-19, inflation, and geopolitical instability, the
European startup ecosystem has remained resilient. This stability is partly due to public co-
investment schemes, EU-wide accelerator programs, and the growing presence of alternative
finance models such as crowdfunding, revenue-based financing, and blockchain-enabled
fundraising.

Recent evidence from the report Alternative Finance Facilities to Italian Startups: Implementation in
Italy in the European Regulatory Framework Y’ shows that the European startup market is
undergoing a strategic diversification of funding sources. Equity crowdfunding has reached maturity
in several member states, supported by the European Crowdfunding Service Providers (ECSP)
Regulation, which enables cross-border investor participation. In parallel, emerging nondilutive
instruments such as revenue-based financing (RBF) and venture debt are gaining traction,
particularly in markets with strong SaaS and DeepTech sectors. The adoption of tokenised securities

under the Markets in Crypto-Assets Regulation (MiCAR), fully applicable offers new legal pathways

17 Alternative Finance Facilities to Italian Startup: Implementation in Italy in the European Regulatory Framework, June
20, 2025 by Prof. Dario Grandoni
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for blockchain-based fundraising, though high compliance costs and governance requirements limit

early uptake.

Despite these advances, regional disparities remain pronounced. Northern and Western Europe
dominate in terms of deal volume, scale, and infrastructure, while Southern and Eastern European
countries — including Italy — continue to face structural constraints such as fragmented regulatory
environments, fewer exit opportunities, and less developed venture capital networks.

In these ecosystems, hybrid financing strategies that combine traditional equity or debt with New
Finance instruments are increasingly seen as a way to close funding gaps and improve access to

growth capital.
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2.2 Investment Trends

Between 2020 and 2025, the European startup landscape experienced both strong growth and
short-term volatility. The early phase of the decade was shaped by the COVID-19 pandemic, which
initially constrained investment activity but was soon followed by a dramatic rebound fueled by
digital acceleration and government stimulus programs. However, macroeconomic uncertainties—
including inflation, rising interest rates, and geopolitical tensions—began to temper investor

enthusiasm in 2023 and 2024.

Despite these pressures, several key trends defined this five-year period:

e Record-breaking venture capital investment in 2021-2022, driven by strong technology
adoption and investor optimism.

e Asectoral shift away from consumer-oriented tech toward more resilient and scalable fields
such as DeepTech, cleantech, enterprise software, and Al-based solutions.

e Growing involvement of institutional capital, particularly from pension funds, insurance
groups, and sovereign wealth funds seeking exposure to high-growth innovation.

e A marked rise in alternative financing, including crowdfunding under the ECSP framework,
revenue-based financing, tokenised securities/security token offerings (STOs), and
decentralised funding models, providing new avenues for startups, particularly in

undercapitalised ecosystems.

According to data from Dealroom and the P101 Ventures “State of Italian VC 2024” report, Europe’s
venture capital ecosystem demonstrated notable resilience even as global markets contracted. Italy,
although a relatively small player compared to major European economies, reached €1.1 billion in
venture capital investments in 2024—a positive indicator of growing maturity and investor interest.
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Figure.1 — VC Investment Trends in Major European Countries (2024)8

Leading European countries for VC investment » view online

Country VCinvestment 2024 Change vs. 2023
K o
= Germany 6%
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This bar chart illustrates venture capital investment levels across key European countries in 2024,
showing both total capital invested and percentage change versus 2023. The United Kingdom leads
with S12.4 billion, followed by Germany (56.6B) and France (56B). Despite being the EU's fourth-
largest economy, Italy ranks 9th, attracting $933 million, but shows a strong recovery with a +22%
increase compared to 2023.

Other insights:

+ Netherlands (+31%), Belgium (+25%), and Ireland (+12%) also experienced robust growth.

« Conversely, Sweden (-56%) and France (-13%) saw sharp declines.

18 Source: Dealroom.co, P101 Ventures (2024) Source: Dealroom.co, Q3 2024 report (page 8).
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This snapshot highlights the persistence of regional disparities in VC allocation and the relative

14}

VC Investment (€ Billion)

undercapitalization of the Italian startup ecosystem.
Figure Il.1 - VC Investment Trends in Major European Countries (2020-2024)

United Kingdom
Germany
France

Italy

Spain

2022
Year

Illustrative bar chart comparing total venture capital investments in the United Kingdom, Germany,

France, Italy, and Spain from 2020 to 2024.

The United Kingdom has consistently led the region, averaging over €13 billion per year in

VC funding.

Germany and France followed similar trajectories, exceeding €8 billion annually by 2024.

Italy and Spain have seen slower but steady growth. Italy peaked at €1.4 billion in 2022, then
slightly declined to €1.1 billion in 2024, reflecting global tightening but a more solid investor

base than in previous cycles.
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These disparities reveal important structural imbalances within the European innovation ecosystem.
Markets such as Italy, where funding is relatively limited, often depend on public co-investment, EU
programs, and increasingly, alternative finance tools to fill gaps left by conventional VC channels.
This highlights the strategic relevance of New Finance instruments in leveling the playing field for

underserved ecosystems.

Furthermore, sector-specific investment patterns evolved notably in 2024. According to the Europe
Tech Update — Q3 2024, the health sector reclaimed its position as the most funded industry in
Europe, securing $7.9 billion in venture capital—surpassing energy, which attracted $7.2 billion. This
shift marks a reversal of 2023 trends, driven in part by several large-scale rounds in the UK. Other
top-funded sectors include enterprise software ($7.0 billion), fintech ($6.9 billion), and

transportation ($5.4 billion).

Figure 2.a — Top Funded Startup Industries (2024 YTD)

l.eading Europe’s leading segments by VC investment, 2024 YTD (Q1-Q3) » view online

segmentsin
European
startupsin 2024
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Industrial Tech,
Generative Al,
Electric Mobility
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Oncology has seen a nearly
$600M funding jump in Q3
2024,

Page /7 Source  Deaironm co Granular categonzation based on thoutands of tags in Dealroom tech arcromy dealroom.co 19

19 https://seedblink.com/blog/2024-11-07-state-of-fundraising-in-q3-2024-key-findings-from-market-reports
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In parallel, technology-specific segments also exhibited strong growth. As illustrated in Figure 2.a,
the most funded verticals within tech startups included Industrial Technology and Generative Al,
each receiving $3.3 billion in funding. Closely following were GenAl Model Makers ($2.48B) and
GenAl Applications ($2.26B), reflecting the widespread adoption of generative artificial intelligence.
Segments such as Electric Mobility, Circular Economy, and Oncology each surpassed the $1 billion
threshold—demonstrating the growing investor appetite for deep tech and climate-related

innovation. Notably, Oncology alone experienced a significant $600 million surge in Q3 2024.

Figure 2.b — Leading Technology Segments by VC Investment (2024 YTD)

Leading Europe’s leading segments by VC investment, 2024 YTD (Q1-Q3) » view online
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These figures highlight a broader strategic reallocation of capital across Europe’s innovation
economy, with VC funding increasingly directed toward high-impact, scalable technologies aligned

with long-term societal challenges such as health, sustainability, and Al-driven productivity.

By early 2025, preliminary market signals indicated that while total deal volume remained below

2021 peaks, investment quality, sector specialisation, and cross-border financing mechanisms

20 https://seedblink.com/blog/2024-11-07-state-of-fundraising-in-g3-2024-key-findings-from-market-reports
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were strengthening the European innovation ecosystem. Alternative finance instruments,
particularly those enabled by the ECSP Regulation and the emerging MiCA framework, were

increasingly viewed as strategic tools to close funding gaps in undercapitalised regions and sectors.
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2.3 Key Public and Private Funding Mechanisms

The European startup ecosystem operates within a hybrid financing framework that combines
public-sector initiatives, institutional investment programs, and dynamic private capital markets.
This integrated structure enables high-growth ventures to access a wide spectrum of funding
instruments, ranging from grants and guarantees to equity, debt, and emerging alternative finance
channels, including those facilitated by the ECSP Regulation and the MiCA framework.

The three main funding sources for European startups:

1. Public instruments — EU programs like Horizon Europe, EIC Accelerator, and InvestEU.

2. Private capital — VC firms, business angels, and corporate investors.

3. Alternative finance — crowdfunding, P2P lending, and digital platforms operating under the

European Crowdfunding Service Providers (ECSP) Regulation.

Public Instruments and EU Programs

European Union institutions have developed extensive tools to promote research, innovation, and

entrepreneurship across member states. These include:

e Horizon Europe (2021-2027):

Horizon Europe (2021-2027) is the European Union’s flagship research and innovation
framework programme, with a total budget exceeding €95.5 billion. It provides both direct
funding and co-funding opportunities for startups and research-driven enterprises,
particularly in strategic areas such as sustainability, digital transformation, health, and

44



frontier technologies. Startups can access grants, innovation actions, and collaborative

research schemes under various thematic clusters.?!

e EIC Accelerator:

EIC Accelerator is a key funding instrument managed by the European Innovation Council
(EIC). It offers blended finance (combining grants of up to €2.5 million with equity
investments up to €15 million) specifically designed to support high-risk, high-potential
startups and innovative SMEs. The program focuses on disruptive technologies and
companies with strong potential to scale up in global markets, providing not only capital but
also business mentoring and access to international networks.??

e |nvestEU:

InvestEU is a major EU financial instrument aiming to mobilize over €372 billion in
investments between 2021 and 2027. It supports startups and SMEs through guarantees and
equity financing, channeled via financial intermediaries such as the European

Investment Fund (EIF). The program focuses on promoting innovation, sustainability, digital

transformation, and social impact, helping reduce investment gaps across the EU.?3

21 Source: European Commission — https://research-and-
innovation.ec.europa.eu/funding/fundingopportunities/funding-programmes-and-open-
calls/horizon-europe_en 22 https://eic.ec.europa.eu/eic-funding-opportunities/eic-accelerator_en
22 https://eic.ec.europa.eu/eic-funding-opportunities/eic-accelerator_en

23 https://investeu.europa.eu/index_en
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Private Sector Instruments

Private capital plays a fundamental role in scaling early-stage ventures. Major players include:

Top European Venture Capital Firms:

Leading firms like Accel, Atomico, Balderton Capital, and Northzone are instrumental in
funding high-potential startups across sectors such as Al, Fintech, Biotech, and SaaS. They
are especially active in innovation hubs like London (UK), Berlin (Germany), and Paris

(France).

Business Angels and Family Offices:

These early-stage investors supply critical pre-seed and seed capital, often offering
mentorship and sector expertise. Networks such as EBAN (European Business Angels

Network) facilitate cross-border investment and collaboration.

Corporate Venture Arms:

Increasingly, corporations are investing in startups to access innovation pipelines. Examples

include Bosch Venture Capital, Samsung NEXT, and SAP.iO.
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Alternative Finance and Digital Platforms

In recent years, alternative finance has evolved into a core pillar of the European startup funding
ecosystem, particularly in markets where conventional venture capital remains limited. The rapid
expansion of crowdfunding, peer-to-peer (P2P) lending, revenue-based financing (RBF), and
tokenised securities platforms has been facilitated by supportive EU regulation, most notably the
European Crowdfunding Service Providers (ECSP) Regulation and the emerging Markets in

CryptoAssets (MiCA) framework.

Innovative funding channels have flourished in Europe, notably:

e Crowdfunding and Peer-to-Peer (P2P) Lending Platforms:

Leading platforms such as Seedrs, Crowdcube EU, October, WiSeed, and Italian market leader
Mamacrowd have become essential vehicles for equity and lending-based fundraising. Under
the ECSP Regulation, these platforms can now operate under a single EU-wide licence, enabling
cross-border campaigns without the need for multiple national authorisations. In 2024, EU-
regulated crowdfunding platforms facilitated over €1.2 billion in startup financing, with Italy
contributing approximately €150 million, driven largely by equity-based campaigns.

Loan-based models accounted for around 60% of the total European volume.

e European Crowdfunding Service Providers Regulation (ECSP):

The ECSP Regulation (Regulation (EU) 2020/1503), fully operational since November 2023, has
significantly reduced legal fragmentation, improved investor protection through standardised

disclosures and risk warnings, and increased the permissible fundraising cap to €5 million per
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project. This harmonisation has lowered transaction costs and made it easier for Italian startups
to attract foreign investors. Platforms licensed under ECSP are now also exploring integrations
with blockchain-based registries, enabling the issuance of tokenised equity and debt
instruments in compliance with both ECSP and MiCA rules.

e Tokenised Securities and STOs under MiCA:

The gradual implementation of MiCA and Italy’s Legislative Decree 129/2024 on crypto-asset
service providers (CASPs) is creating a compliant market environment for tokenised securities
and security token offerings (STOs). By introducing requirements on asset segregation,
governance, and investor protection, these frameworks could expand the range of digital
fundraising tools available to European startups. In the Italian context, hybrid offerings—
combining ECSP-regulated crowdfunding with blockchain-based issuance—are expected to

grow in the 2025-2027 period, particularly in deep-tech and sustainability sectors.

e Strategic Role in Undercapitalised Markets:

For ecosystems such as Italy, where venture capital penetration remains below the EU average,
alternative finance channels are more than complementary—they are strategic enablers of
capital access. By leveraging ECSP-compliant platforms and emerging tokenisation frameworks,
startups can bypass some of the structural bottlenecks of the domestic VC market and directly

tap into a pan-European investor base.

This hybrid financing model—combining institutional grants, risk-tolerant venture capital, and
technology-enabled alternative finance (including ECSP-licensed platforms and emerging tokenised

securities under MiCA)—has significantly expanded startup funding opportunities across Europe.
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Nevertheless, access remains uneven: mature ecosystems like the UK and Germany capture the bulk
of private capital inflows, while countries such as Italy continue to rely more heavily on public co-

investment schemes and New Finance instruments to bridge persistent funding gaps.

2.4 Regulatory and Policy Framework
The European Union plays a central role in creating a supportive and secure environment for startup
financing, particularly in the context of financial innovation and cross-border capital flows.

In recent years, the EU has adopted several regulatory frameworks that directly impact the

operations of fintechs, digital lenders, and alternative finance platforms.

EU Regulatory Framework for Startup Financing

EU Regulatory Framework
for Startup Financing

Markets in General
Financial Data Protection
Instruments Regulation
Directive Il (MiFI) (GDPR)
Governs investment ser- Enforces strict data and
vices and digital platforms privacy rules
European = .
Crowdfunding Digital Finance
Service Providers Package
Regulation MiCA, DORA,
(ECSP) BES

Source: European Commission

These frameworks aim to strike a balance between stimulating innovation and ensuring market

stability, while also promoting investor protection and harmonization across Member States.
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Markets in Financial Instruments Directive Il (MiFID 1)

MIiFID Il (Directive 2014/65/EU) governs the provision of investment services across the EU. Its

implications include:

* Enhancing transparency in financial markets and investor protection.

* Regulating the operation of digital investment platforms and robo-advisors.

* In some Member States, including Italy, influences the classification of crowdfunding as a

regulated investment service.

General Data Protection Regulation (GDPR)

The GDPR (Regulation (EU) 2016/679) is a foundational regulation for digital finance?*:

* It enforces strict data privacy and user consent requirements, critical for fintech and DeFi

platforms.

* It affects Al-based lending, customer verification (KYC/AML), and predictive analytics used

by financial startups.

* Non-compliance can result in severe fines, which adds complexity for early-stage digital

finance providers.

European Crowdfunding Service Providers Regulation (ECSP)

Introduced in 2021, the ECSP Regulation (Regulation (EU) 2020/1503) standardizes crowdfunding

rules across the EU%3;

24 https://commission.europa.eu/law/law-topic/data-protection_en
2 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020R1503
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e It allows platforms to operate with a single EU-wide license, facilitating cross-border
fundraising.

e Applies to both equity and lending-based crowdfunding for capital raises up to €5 million per
project.

e Enhances investor protection through mandatory disclosures, risk warnings, and

standardised platform obligations.

The ECSP framework has become a critical enabler for scaling digital investment platforms

beyond national borders, lowering legal fragmentation and costs for startups.

Digital Finance Package (2020)

Launched in September 2020, the Digital Finance Package sets the EU’s digital finance strategy for

the decade.

It includes the following key legislative acts:

® Markets in Crypto-Assets Regulation (MiCAR):

Establishes a harmonised regulatory framework for crypto-assets and service providers
across the EU. MiCAR introduces clear rules governing the issuance, trading, custody, and
consumer protection mechanisms for utility tokens, asset-referenced tokens, and e-money
tokens, thereby reducing regulatory fragmentation and increasing legal certainty for market

participants.

e Digital Operational Resilience Act (DORA):

Introduces mandatory cybersecurity and ICT risk management standards on financial

institutions, fintech companies, crypto exchanges, and third-party providers such as cloud
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service operators. This regulation seeks to enhance the operational resilience of the
European financial sector, ensuring continuity of service and stability in the face of potential

cyber threats and systemic disruptions.

e Digital Finance Strategy (DFS):

Aims to develop a pan-European digital finance market that is competitive, innovative, and
consumer-friendly. It promotes open finance and secure data-sharing frameworks, supports
the creation of interoperable digital identity systems, and facilitates the deployment of
cross-border financial services. Collectively, these measures are designed to foster a more
integrated, technologically advanced, and resilient financial ecosystem, offering startups

and innovative enterprises broader opportunities for market access and investment.?®

National Legislative Developments

Member States are aligning domestic laws with EU frameworks. In Italy, Legislative Decree 129/2024
implements MiCAR provisions for CASPs, introducing stricter rules on custody, governance, and
prudential safeguards. This alighment is expected to enhance Italy’s attractiveness, particularly for

blockchain-based and tokenised finance projects.

The EU’s regulatory framework supports a dual objective: enabling innovation in financial services
while preserving market integrity and consumer confidence. For startups and New Finance
platforms, navigating this evolving legal landscape is both an opportunity and a challenge—
especially in regions like Italy, where regulatory adaptation and institutional capacity remain in

development.

26 https://finance.ec.europa.eu/digital-finance_en
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3. The Italian Startup Ecosystem: Structure, Actors, and Trends

This chapter explores the current structure and dynamics of Italy's startup ecosystem, outlining key
developments, institutional actors, funding trends, and persistent structural challenges. It begins
with an overview of Italy’s innovation hubs—such as Milan, Rome, and Turin—and examines how
public initiatives like the Italian Startup Act and programs managed by CDP Venture Capital and

Invitalia have shaped the landscape.

Despite a rise in early-stage investments and sector diversification (particularly in CleanTech,
DeepTech, and Digital Health), Italy continues to lag behind leading European countries in per capita

VC funding and late-stage scalability.

The chapter highlights ongoing limitations in bureaucracy, risk culture, and exit opportunities, while
also identifying growth opportunities through EU integration, alternative finance, and strategic

public-private partnerships.

Overall, Italy’s ecosystem shows signs of maturity, but requires structural reform to fully capitalize

on its innovation potential.

3.1 Overview of the Italian Startup Market

Italy’s startup ecosystem has seen steady growth over the past decade, supported by institutional
reforms, growing investor participation, and a gradual shift toward innovation-driven enterprise.
The introduction of the Italian Startup Act in 2012 served as a foundational step in this evolution,
providing a tailored regulatory framework aimed at fostering the development of "innovative

startups”.
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These companies benefit from targeted incentives related to taxation, labor flexibility, equity-based

remuneration, and access to alternative financing instruments.

As of early 2025, more than 15,600 firms were registered under this regime, and the broader
innovative enterprise segment encompassed more than 14,500 companies, generating
approximately €9 billion in annual revenue and employing around 62,000 people, with startups

alone accounting for roughly €2.5 billion and one-third of these jobs.?”

Geographically, the Italian innovation landscape is concentrated in metropolitan hubs. Milan
remains the undisputed leader in startup density, venture capital flows, and incubation
infrastructure. Other important hubs include Rome, Turin, Bologna, Naples, and emerging regional

clusters such as Trento and Bari, supported by universities, accelerators, and co-working spaces.

Despite the progress achieved, Italy still lags behind its European peers in terms of venture capital
scale. According to the P101 Ventures — State of Italian VC 2025 report, Italy ranks 10th in Europe
for total VC investment over the past five years (“€7.4 billion), yet only 24th in per capita VC
investment, with just €116 per capita in 2024.

This wide gap highlights enduring structural weaknesses—including limited access to capital,

constrained scalability pathways, and reduced global competitiveness.?®

Compared to regional leaders such as the United Kingdom, France, and Germany attracted €114.2
billion, €50.6 billion and €48.8 billion respectively in the same period. These ecosystems benefit

from deeper capital pools, more active secondary markets, and greater global investor integration.

27 from the P101 Ventures — State of Italian VC 2025 report and ISTAT’s latest Registro delle imprese innovative dataset
for early 2025.
28 https://p10L.it
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Italy struggles to attract late-stage capital and international funds, which limits its ability to scale

ventures and compete across borders.

According to the paper “Alternative Finance Facilities to Italian Startup: Implementation in Italy in
the European Regulatory Framework”??, the Italian startup ecosystem has shown signs of gradual
maturation over the past few years. The number of active VC operators rose sharply from around

30in 2020 to more than 160 in 2024. 3°

Institutional investors, including pension funds and insurance companies, have begun to allocate a
greater share of their portfolios to venture capital, reflecting growing confidence in the domestic
innovation economy. In parallel, there has been a diversification of funding channels, with increasing
use of EU-backed equity schemes, regulated crowdfunding platforms under the ECSP framework,

venture debt facilities, and co-investment mechanisms.

These developments are beginning to address Italy’s historical capital shortages and, if sustained,
could improve its competitive positioning within the European innovation landscape, especially if
accompanied by regulatory alighnment under MiCAR, targeted fiscal incentives, and improved exit

opportunities.

3.2 Investment Trends in Italy

The Italian venture capital landscape has demonstrated renewed vitality in 2024, driven by both
macroeconomic stabilization and greater alignment with European Union innovation priorities.

According to the State of VC 2024 report by P101 Ventures, total venture capital funding in Italy

29 Alternative Finance Facilities to Italian Startup: Implementation in Italy in the European Regulatory Framework, June
20, 2025 by Prof. Dario Grandoni

30 startupbusiness.it
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reached approximately €1.1 billion across 628 transactions3!, marking one of the most active years

for deal flow and representing a partial rebound from the slowdown caused by the COVID-19

pandemic and subsequent inflationary pressures.

Despite these improvements, ltaly continues to face structural limitations in its investment

ecosystem:

Stage Concentration and Funding Gaps:

In 2024, 56% of deals occurred at the seed or pre-seed stage, but these rounds captured only
5% of total invested capital. In contrast, late-stage rounds (Series B and above) absorbed
69% of funding, signalling a maturing market yet exposing a persistent financing gap for
early-stage ventures.

Domestic Capital Dominance:

Approximately 68.5% of venture capital in 2024 originated from domestic institutional or
private investors, reflecting a relatively low participation from international funds. This
remains a critical gap when compared to ecosystems like France or Germany, which benefit
from more integrated cross-border capital flows within the European Union.

Per Capita Underperformance:

When adjusted for population, Italy ranks 24th in Europe in terms of venture capital
investment per capita, with €114 per inhabitant. This figure remains significantly below
countries such as Estonia, Sweden, and Portugal, highlighting the continued need for policy

reform and diversification of funding sources.

31 https://www.eu.vc/p/p101-presents-state-of-italian-vc
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Sector-Specific Trends

In 2024, a marked reallocation of venture capital was observed across the Italian startup ecosystem,
with increasing investor attention directed toward sectors aligned with European strategic
frameworks such as the Green Deal and Horizon Europe. This shift reflects a broader maturation
process within the Italian innovation environment, whereby capital flows are becoming more

selective and oriented toward long-term, impact-driven verticals.

According to the State of Italian VC 2025 report by P101 Ventures and data published by EU.VC,
three sectors emerged as dominant in terms of capital attraction: CleanTech, DeepTech, and Life
Sciences & Biotech.

These verticals collectively absorbed a significant share of total VC investment, benefiting from both
public incentives and structural alignment with EU priorities.

o CleanTech was the fastest-growing sector in 2024, with total investments reaching €306
million, representing a +71% increase year-over-year. This surge is attributed to increased
interest in climate-tech solutions, renewable energy, and circular economy models, all of
which are central to Italy’s ecological transition agenda. The sector has also been supported
by targeted funding instruments at both national and European levels, including green bonds

and sustainability-linked innovation grants.

o DeepTech, encompassing frontier technologies such as artificial intelligence, robotics,
advanced materials, and aerospace, attracted the largest share of venture capital, with an
estimated €693 million invested. These startups are typically characterized by high R&D

intensity and long development cycles, making them suitable targets for patient capital and
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public—private co-investment mechanisms. The sector’s expansion also reflects Italy’s

ambition to position itself competitively in next-generation technological domains.

o Life Sciences & Biotech remained a high-priority area for investors, drawing in approximately
€300 million in 2024. Growth in this sector was driven by ongoing digitalization in healthcare,
rising demand for diagnostics and medtech solutions, and supportive policy frameworks
such as EU4Health and the Next Generation EU program.

Strategic partnerships between financial institutions (e.g. EIB) and VC operators such as LIFTT

further reinforced the sector’s capital base

Sector-Specific Investment Trends (2024)

Sector Investment (EM) | YoY Change
CleanTech €306 +71%
DeepTech €693 +14%
Life Sciences / ~€300 Not disclosed
Biotech

32

The other sectors (e.g., Automation & Aerospace, Digital Health, Fintech, E-commerce) were not

listed in the top categories by investment in 2024 in any official report.

32 fy.vC - Italian VC Is Growing (2024) & EU.VC - Italian Venture Capital Trends (2024)
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According to the report “Alternative Finance Facilities to Italian Startup: Implementation in Italy in
the European Regulatory Framework” (by Prof. Dario Grandoni, 2025), these sectoral shifts reflect
a growing strategic alignment between the Italian startup ecosystem and global investment

priorities, particularly in sustainability, deep technology, and healthcare resilience.

However, this reallocation of capital also exposes persistent structural imbalances, as sectors not
directly tied to EU missions—such as consumer platforms, traditional SaaS, and e-commerce—

experience declining investment.

To sustain long-term momentum and ensure a more inclusive innovation environment, Italy will
need to expand access to late-stage capital, support underfunded verticals, and attract a higher

share of international investment flows.
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3.3 Role of Public Institutions and Private Investors

Italy’s startup financing ecosystem is driven by a hybrid model that combines public sector
intervention with private investment. This mixed approach has been pivotal in supporting
entrepreneurial activity, particularly in an environment characterized by limited access to traditional
bank financing and relatively low foreign venture capital inflow.

Public and private stakeholders have adopted complementary roles in fostering innovation, each

offering specific instruments, capital, and strategic support.

Public Sector Actors

e (CDP (Cassa Depositi e Prestiti) Venture Capital SGR

CDP (Cassa Depositi e Prestiti) Venture Capital is the country’s primary public venture capital
operator. As of 2024, it manages over €3 billion in assets under management (AUM) and
supports more than 650 startups through a combination of fund-of-funds, direct
investments, and co-investment schemes. Its goal is to bridge funding gaps, stimulate private
capital, and boost Italy’s participation in the global innovation economy.

e |nvitalia

Operating under the Ministry of the Economy, Invitalia runs flagship national programs such
as33:
o Smart&Start Italia, which provides grants and zero-interest loans for high-tech

startups.

33 https://www.invitalia.it/
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o Resto al Sud, aimed at promoting entrepreneurship among young people and

returning emigrants in Southern Italy.

o ON - Oltre Nuove imprese a tasso zero: Provides incentives to under-35 and female

entrepreneurs.

* Fondo Nazionale Innovazione (FNI)

Launched in 2019, the FNI was endowed with €1 billion to consolidate national innovation
policies and streamline the financial tools available to Italian startups. It acts as a central
mechanism to scale promising ventures across sectors including Al, clean energy, and

healthtech.

Private Sector Actors

e Venture Capital Funds

Italy’s venture capital ecosystem has matured in recent years, with leading funds such as
P101 Ventures, United Ventures, LVenture Group, and Primo Ventures focusing on high-
growth, technology-driven sectors including Saas, fintech, healthtech, and green innovation.
These firms frequently collaborate with public co-investors and corporate partners to

mitigate risk exposure and enhance portfolio diversification.3*

® Business Angels and Investor Networks

34 https://p101.it/ and from paper “Alternative Finance Facilities to Italian Startup: Implementation in Italy in the
European Regulatory Framework”, June 20, 2025 by Prof. Dario Grandoni
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Early-stage financing is increasingly supported by networks such as:

o lItalian Angels for Growth (IAG) — the largest business angel group in Italy, with a

strong track record in Al, medtech, and cybersecurity.

o Club degli Investitori, based in Turin, which provides seed funding and mentoring to
scalable startups.

Banks and Corporate Investors

Leading financial institutions—including Intesa Sanpaolo, UniCredit, and Banca Sella—have
become active players in Italy’s innovation ecosystem. They have launched dedicated
startup programs, innovation hubs, and co-investment platforms, offering both equity and
debt-based financing as well as guarantees for innovative SMEs. Strategic partnerships with
universities, corporate incubators, and accelerators have further expanded access to
nondilutive funding, technical expertise, and mentorship opportunities for early-stage

companies.

Crowdfunding Platforms

Equity crowdfunding—strengthened by the 2017 CONSOB reform and, more recently, by the
European Crowdfunding Service Providers (ECSP) Regulation—has become a mainstream
early-stage funding channel in Italy. Platforms such as Mamacrowd, Opstart, and
Crowdfundme now operate under EU-wide licensing, enabling cross-border campaigns and
harmonized investor protection standards. These platforms have financed hundreds of
startups, broadening access to capital and enhancing financial inclusion by allowing retail

investors to participate directly in venture finance.
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This structured ecosystem of complementary financial actors, spanning public funds, private
capital, and regulated alternative finance platforms, enables startups in Italy to pursue diversified
funding paths, from seed-stage grants to equity crowdfunding and Series A venture rounds. The
increasing participation of institutional investors, particularly pension funds and insurance
companies, often in partnership with public operators, reflects a gradual broadening of the
national capital base and a more resilient early-stage financing environment. In particular, the
collaborative roles of CDP Venture Capital, Invitalia, business angel networks, and leading venture

capital funds have strengthened investment channels for innovative enterprises.

However, the ecosystem’s continued reliance on domestic capital, persistent bureaucratic
complexity, and the geographic concentration of innovation activity in Northern Italy remain
significant barriers to broader accessibility and scalability. These structural constraints are examined

in greater detail in Section 3.4 — Structural Challenges and Opportunities.
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3.4 Structural Challenges and Opportunities

Despite notable progress over the past five years, Italy’s startup ecosystem continues to face
persistent structural constraints that limit the scalability of high-growth ventures and the effective
deployment of innovative financing mechanisms—particularly New Finance instruments such as
equity crowdfunding under the ECSP Regulation, revenue-based financing (RBF), and tokenised

securities.

Structural Challenges

1. Bureaucratic Inefficiencies and Administrative Complexity

Public incentive schemes—such as Smart&Start Italia and Resto al Sud—remain essential for
early-stage entrepreneurs but are often criticised for slow approval processes, complex
eligibility criteria, and limited transparency. According to the OECD (2023), these delays not
only discourage applications but also undermine the timeliness of capital deployment,

particularly for technology ventures in fast-moving markets.

2. Risk Aversion and Conservative Investment Culture

The Italian investment landscape remains heavily biased toward low-volatility, fixed-income
assets. Data from EBAN (2024) shows that institutional investors, including pension funds
and insurance companies, still allocate a minimal proportion of their portfolios to high-risk,
early-stage sectors such as DeepTech, Web3, and frontier Al—areas where patient capital is

critical for long-term growth.
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3. Bank-Dominated Financial Infrastructure

Despite the rise of fintech and alternative lending models, Italy’s SME and startup financing
remains dominated by traditional banks. Pre-revenue startups, in particular, face stringent
collateral and liquidity requirements, creating bottlenecks in accessing working capital (CDP,
2024). This reliance on conventional lending structures contrasts with the broader European

trend towards venture debt and blended finance.

4. Limited Exit Opportunities

The Italian market presents a scarcity of IPOs and acquisition activity, which restricts exit
channels for investors. This lack of liquidity hampers the recycling of capital into new
ventures, contributing to a narrower investment pipeline compared to more developed

markets such as the UK or Germany.

5. Regional Disparities and Talent Drain

According to Unioncamere (2024), Italy’s innovation activity remains heavily concentrated in
the North—primarily Milan and Turin—while Southern regions suffer from chronic
underinvestment, weaker infrastructure, and an ongoing “brain drain” toward Northern

Europe and North America.

Challenge Key Issue

Bureaucracy Slow, complex public funding processes (e.g. Smart&Start)

Conservative Investment Culture | Low risk tolerance limits VC in DeepTech/Web3

Bank-Dominant Financing Startups struggle with strict lending criteria
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Limited Exit Channels Few IPOs/M&As reduce investor liquidity

Regional Inequality Innovation centered in the North; South lags

Emerging Opportunities

1.

2.

3.

Strategic Government Incentives

Programs under ltaly’s Piano Nazionale di Ripresa e Resilienza (PNRR) and aligned with the
EU Green Deal offer targeted incentives for digital transformation, sustainability, and youth
entrepreneurship. These incentives create fertile ground for startups aligned with ESG and

digital innovation criteria (Ministero dell’Economia e delle Finanze, 2023).

EU Integration and Transnational Funding Access

Italy’s participation in Horizon Europe, EIC Accelerator, and InvestEU expands the pool of
available equity and grant financing. These EU-wide instruments bypass national

bureaucracies, offering startups more streamlined access to cross-border capital.

Alternative Finance Adoption

Italy is witnessing a gradual adoption of alternative finance instruments, including revenue-
based financing (RBF), crowdfunding, and DeFi tools. Regulatory frameworks such as the
ECSP Regulation and pilot projects in blockchain-backed finance are improving legal

certainty and investor trust.
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4. Expansion of Innovation Networks

Italy is experiencing a steady increase in university-linked incubators, technology transfer
offices, and corporate venture initiatives. According to the 2025 data, hubs like Polihub
(Milan), Luiss EnLabs (Rome), and regional innovation districts in Trento and Bari are

strengthening knowledge transfer and accelerating commercialisation of research.

Opportunity Description

PNRR & Green Deal Incentives Public funding aligned with sustainability and innovation goals

EU Transnational Funding Access to Horizon Europe, EIC Accelerator, InvestEU
Alternative Finance Growth Rise of crowdfunding, RBF, and DeFi with ECSP support
Innovation Networks Expansion of university incubators and public-private hubs

Italy’s startup ecosystem stands at a critical inflection point. While deeply rooted challenges—
bureaucracy, conservative finance, and regional divides—continue to limit the country’s
competitiveness, recent progress in public-private cooperation, EU alignment, and alternative
finance adoption suggests a promising trajectory for transformation. The full realization of Italy’s
innovation potential will depend on its ability to reform its structural bottlenecks and mobilize a

more risk-tolerant, inclusive, and digitally enabled financial architecture.
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4. Applicability of New Finance Instruments in Italy: Strategic
Evaluation and Case Studies

4.1 Strategic Evaluation of New Finance Instruments in Italy

New Finance instruments, how we already say, have emerged as a response to the limitations of
traditional startup financing, particularly in ecosystems like Italy, where structural inefficiencies, a

conservative investment culture, and over-reliance on bank-based credit persist.

These tools aim to democratize access to capital by leveraging technology, decentralization, and

community-based finance.

However, their actual applicability in the Italian context hinges on several factors, including

regulatory clarity, scalability, investor readiness, and market adoption.

This section provides a strategic evaluation of key New Finance instruments currently relevant to
Italy—crowdfunding, revenue-based financing (RBF), peer-to-peer lending (P2P), decentralized
finance (DeFi) and Hybrid and Convertible Instruments such as SAFE, convertible notes, venture
debt, and tokenised securities —with a specific focus on how they align with the needs and

constraints of Italian startups.
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4.1.1 Crowdfunding in the Italian Context

Within the New Finance framework, equity crowdfunding represents the most mature and
institutionalised model in Italy, making it a natural starting point for evaluating the applicability of
alternative finance instruments to the national ecosystem. Italy was the first EU country to introduce
a dedicated legal framework for equity crowdfunding, combining early regulatory intervention,

public co-investment schemes, and digital fundraising infrastructure.

Following CONSOB'’s reforms (Resolution No. 20281/2017) and the implementation of the European
Crowdfunding Service Providers (ECSP) Regulation in 2021, the sector has experienced accelerated
growth, benefiting from both regulatory clarity and investor adoption. Notably, prior to ECSP’s entry
into force, Italian legislation already classified certain forms of equity and lending crowdfunding as
regulated investment services under CONSOB supervision — ensuring high investor protection, but

also imposing stricter licensing requirements compared to other EU markets.

Platforms such as Mamacrowd, Opstart, and Crowdfundme facilitate campaigns that attract both
etail and professional investors to early-stage ventures. These platforms typically provide support
services such as legal structuring, due diligence, investor onboarding, and marketing, which have

contributed to higher campaign success rates and larger average ticket sizes over time.

According to the 2023 Crowdinvesting Observatory at Politecnico di Milano, by June 2023:

e Over €662 million had been raised via equity crowdfunding since 2014.

e There were 989 successful campaigns with an average campaign size of €180,126.

e The success rate reached 90%, with a median overfunding level of 181%.

3> CrowdfundingBuzz (2024) — "Alternative Lending in Italy: Trends and Volumes"
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e The average number of investors per campaign was 96.4, with a median pre-money
valuation of around €2 million.
e Campaigns were primarily conducted by innovative startups (62%), followed by innovative

SMEs (12%), traditional SMEs (18%), and investment vehicles (8%).

Equity crowdfunding also increasingly serves as a signal of market validation, unlocking public co-
financing through programs such as Smart&Start Italia (Invitalia) and the Fondo Nazionale
Innovazione (CDP Venture Capital), and facilitating further private investment rounds. Full
operational alignment with the ECSP Regulation in 2024 has simplified cross-border investment
flows, enabling Italian platforms to market campaigns directly to investors across the EU without
requiring separate national authorisations, significantly expanding the potential investor base. The
sector has also experienced gradual diversification: while consumer products and foodtech remain
prevalent, there is growing representation from clean-tech, med-tech, and cultural/creative

industries, often supported by targeted co-investment schemes and EU recovery funding.

At the same time, the market is undergoing consolidation, with larger platforms acquiring smaller,
regional operators to expand deal flow and compliance capacity—for example, Opstart has
integrated niche portals to strengthen its sectoral reach and technological infrastructure. In
response to persistent liquidity challenges, some platforms are piloting secondary trading
mechanisms for equity stakes within CONSOB-supervised regulatory sandboxes, with the aim of

creating limited but regulated exit options for early investors.
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Strengths and Limitations of Equity Crowdfunding in Italy

Strengths:

Advanced Regulatory Framework — Italy was the first EU Member State to implement a
dedicated legal framework for equity crowdfunding, establishing a clear set of rules under
CONSOB supervision. This early regulatory adoption has positioned Italy as a reference

market in terms of compliance, investor protection, and operational maturity.

Widespread Market Adoption — Since its inception in 2014, equity crowdfunding in Italy has
facilitated the raising of over €250 million through more than 1,200 campaigns, reflecting a

high level of market penetration and acceptance among both entrepreneurs and investors3..

Alignment with B2C and Impact-Driven Models — The model is particularly well-suited to
consumer-facing businesses and startups with strong social or environmental missions, as it
allows them to leverage community engagement to secure funding and brand loyalty

simultaneously.

Integration with Public Co-Investment Schemes — Equity crowdfunding campaigns often
serve as a qualifying criterion for accessing complementary public funding instruments, such
as Smart&Start Italia (Invitalia) and the Fondo Nazionale Innovazione (CDP Venture Capital),

thereby enhancing capital mobilisation.

s Source: CrowdfundingBuzz, 2024
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Limitations:

e Limited Capital Capacity — The majority of campaigns raise less than €500,000, which
constrains the ability of this channel to fully meet the capital requirements of startups with

higher funding needs, particularly those in capital-intensive sectors.

¢ Liquidity Constraints — There is currently no fully operational, structured secondary market
for the trading of equity acquired through crowdfunding, limiting exit opportunities for early

investors and reducing the attractiveness of this instrument for certain investor profiles.

e Sectoral Concentration — Campaigns are predominantly concentrated in consumer products
and foodtech, with relatively limited representation of deep-tech, industrial innovation, or
high-growth B2B sectors. This restricts the role of crowdfunding as a driver of diversification

within the Italian startup ecosystem.

Equity crowdfunding demonstrates high applicability in the Italian context. It is legally robust,
socially embedded, and increasingly adopted by early-stage startups as both a financing and market-
validation tool. Nonetheless, unlocking its full strategic potential will require addressing structural
constraints related to funding capacity, liquidity, and sectoral diversification, as well as fostering

stronger participation from international investors.
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Capital raised with the 989 successfully closed equity crowdfunding campaigns (values in € million).
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The graph shows the evolution of crowdfunding volumes in Italy from 2020 to the first half of 2023,
broken down by type of financial instrument. Each bar represents the total capital raised (in millions

of euros) during each semester (6-month period), segmented by:
e Equity crowdfunding (real estate and non—real estate)
e Minibonds

e Lending crowdfunding (consumer, business non—real estate, and business real estate)

37 Capital provided by crowdfunding platforms in Italy (values in € million) https://scaleupitaly.com/italian-

crowdfunding-platforms-2023-statistics/
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4.1.2 Revenue-Based Financing (RBF) in the Italian Context

Revenue-Based Financing (RBF) is an alternative funding model whereby startups receive upfront
capital in exchange for a fixed percentage of future revenues until a predefined repayment cap is
reached. Unlike traditional equity or debt financing, RBF aligns investor returns with the startup’s

performance, without requiring ownership dilution or fixed repayment schedules.

In Italy, the RBF model is still emerging but gaining traction. The country’s first dedicated RBF
platform, Viceversa, was launched in 2021 and has since scaled rapidly, securing a €10 million Series
Around led by CDP Venture Capital, alongside other institutional investors. Viceversa targets digital-
native businesses, especially those in eCommerce and SaaS, with recurring revenue streams and

strong online marketing metrics.

Globally, the Revenue-Based Financing (RBF) market is projected to exceed USD 42 billion by 2027,
driven by increasing demand for non-dilutive and performance-linked capital solutions for early-
growth companies. In Italy, awareness is gradually increasing, supported by fintech accelerators,

startup hubs, and targeted information campaigns.

The Revenue-Based Financing (RBF) space in Italy is starting to attract cross-border participation
thanks to the integration of EU-wide payment service regulations and the development of open
banking infrastructure. This regulatory progress, together with improved financial data-sharing
standards, allows platforms like Viceversa to streamline risk assessments and attract foreign co-
investors. However, Alternative Finance Facilities to Italian Startup (2025) highlights that fiscal
treatment of revenue-sharing agreements remains fragmented, discouraging some institutional

backers.

74



Strengths and Limitations of Revenue-Based Financing (RBF) in Italy

Strengths

Performance-linked flexibility — Ideal for startups with stable or predictable revenues, as
repayments vary according to actual turnover. (Flexible for startups with stabe revenue)
Alignment of interests — Investor returns grow in proportion to the company’s success,
fostering a true partnership relationship. (Investor and entrepreneur interests aligned)
Non-dilutive structure — Founders retain full ownership, avoiding the transfer of equity

stakes. (No equity dilution)

Limitations

Low market awareness — Many entrepreneurs are still unfamiliar with the RBF model,
limiting its adoption. (Low awareness among entrepreneurs)

Limited appeal for high-growth ventures — Startups pursuing rapid expansion or aggressive
reinvestment of revenues may find the model less suitable. ( Less attractive for hypergrowth

ventures)

Regulatory and fiscal uncertainty — The absence of a uniform legal framework and consistent
tax treatment for revenue-sharing agreements discourages participation by institutional

capital. (Limited legal and fiscal clarity

RBF presents a promising but still niche financing option in the Italian startup landscape. Its

flexibility, alignment of incentives, and non-dilutive nature make it particularly attractive to

bootstrapped or moderately scaling startups in data-rich digital sectors. However, limited legal

clarity, low founder familiarity, and restricted use cases mean that RBF’s overall applicability remains
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moderate for now. With clearer regulation and education, the model could evolve into a more

mainstream component of Italy’s New Finance ecosystem.

4.1.3 Peer-to-Peer Lending in the Italian Context

Peer-to Peer lending (P2P lending) allows businesses to borrow directly from individuals or
institutional investors via online platforms, bypassing traditional banking intermediaries.3 P2P
lending in Italy offers a viable funding solution for established startups with predictable cash flow

and immediate liquidity needs, particularly in traditional or service-oriented sectors.

P2P lending offers a viable funding solution for established startups with predictable cash flow and
immediate liquidity needs, particularly in traditional or service-oriented sectors. However, its
applicability to early-stage, innovation-driven ventures remains low. The sector’s reliance on
conservative credit risk models, combined with regulatory constraints under Bank of Italy
supervision and persistent investor caution, restricts its use for seed-stage or R&D-intensive

companies.

According to the latest market observations, Italian P2P lending platforms are strengthening
partnerships with institutional backers to expand lending capacity and diversify risk exposure. Some
operators have integrated open banking tools and real-time credit scoring algorithms, improving
approval times and borrower assessment accuracy. Nonetheless, high regulatory compliance costs

and strict eligibility criteria continue to limit accessibility for innovative startups.

38 https://thecrowdspace.com
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Strengths and Limitations of Peer-to-Peer (P2P) Lending in Italy

Strengths

e Faster processing — Digital scoring tools enable quicker loan approvals compared to

traditional banks.

e Operational suitability — Effective for working capital needs, bridge financing, or post-

revenue expansion phases.

e Advanced credit analytics — Automated risk assessment leveraging big data and machine

learning.

Limitations

e Restricted eligibility — Credit risk thresholds often exclude pre-revenue or early-stage

startups.

¢ Regulatory constraints — Heavily supervised under traditional lending laws by the Bank of

Italy.

* Low risk tolerance — Limited applicability to high-risk, innovation-driven ventures.

Low applicability — In Italy, P2P lending functions primarily as a complementary funding instrument
for operational scaling and short-term liquidity management in mature startups. It is generally

unsuitable as a primary financing mechanism for high-risk, innovation-driven, early-stage ventures.
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4.1.4 Decentralized Finance (DeFi) in the Italian Context

Decentralized Finance (DeFi) refers to a set of blockchain-based financial services executed through
smart contracts, eliminating the need for traditional intermediaries such as banks or brokers.
Platforms such as Aave, Uniswap, and MakerDAO enable decentralized lending and borrowing,
token-based fundraising (e.g., Initial Coin Offerings — ICOs, Security Token Offerings — STOs), and
peer-to-peer trading via decentralized exchanges (DEXs). In theory, DeFi could provide Italian
startups with access to borderless capital markets, leveraging transparent, programmable, and

disintermediated financing mechanisms without reliance on the national banking system.

In Italy, DeFi is closely linked to the regulatory evolution surrounding tokenised securities and
crypto-asset markets. Legislative Decree No. 129/2024, which transposes the EU Markets in Crypto-
Assets Regulation (MiCA), has introduced a national regime for crypto-asset service providers. This
legal framework aims to provide greater investor protection, improve market integrity, and facilitate

blockchain-based fundraising.3®

Despite these advancements, no publicly documented cases exist of Italian startups using DeFi as

their primary funding mechanism. Adoption remains limited due to:

e Regulatory uncertainty, particularly regarding the legal status of smart contracts, tokenized
securities, and decentralized autonomous organizations (DAOs);

e Low digital literacy, especially outside fintech hubs such as Milan and Turin;

e Limited access to specialized legal and technical expertise in DeFi compliance and crypto-

financial structuring.

39 From paper “Alternative Finance Facilities to Italian Startup: Implementation in Italy in the European Regulatory
Framework “(Grandoni, 2025)
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As a result, DeFi in Italy currently represents more of a conceptual frontier than an operational
reality—an area with high innovation potential but also significant legal, technical, and cultural

barriers.

Regulatory sandbox experiments supervised by CONSOB have included blockchain-based token
issuance and secondary market simulations, although none have yet reached commercial rollout for
startup financing. The DeFi debate in Italy has also shifted towards integrating on-chain KYC/AML
compliance protocols to bridge regulatory gaps. Industry associations, such as Associazione Italiana
Blockchain, have launched training programs to raise literacy among founders and investors.
However, scalability and mainstream adoption remain constrained by low demand and the absence

of bank or institutional participation in DeFi fundraising initiatives.

Strengths and Limitations of Decentralized Finance (DeFi) in Italy

Strengths

e Access to global liquidity pools, bypassing domestic financial gatekeepers.

¢ Transparent, automated execution via smart contracts reduces intermediation costs.

* Programmable finance enables bespoke funding structures tailored to unique business

cases.

Limitations

¢ High regulatory uncertainty: absence of specific Italian laws for DeFi, crypto-assets, and DAO
governance discourages adoption.
¢ Low digital asset literacy among founders and investors.

79



e Legal risks relating to KYC/AML compliance, token issuance, and cross-border securities

regulation.

While DeFi possesses significant theoretical potential to disintermediate startup finance and enable
borderless capital formation, current conditions in Italy prevent it from serving as a practical
funding mechanism for most ventures. Regulatory ambiguity, low market literacy, and legal
uncertainty surrounding tokenized instruments and smart contracts constrain adoption.
Furthermore, the absence of institutional participation and limited technical expertise reinforce its
status as a future-oriented innovation rather than an immediately viable financing option within

the Italian startup ecosystem.
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4.1.5 Emerging and Hybrid Instruments in the Italian context

Hybrid and convertible instruments bridge the structural characteristics of equity and debt
financing, providing startups with flexible funding paths. Their appeal lies in the ability to adapt
terms to the company’s maturity, investor profile, and prevailing market conditions.

In Italy, adoption patterns vary: convertible notes and venture debt have gained some operational
traction, while SAFEs and tokenised securities remain in the early stages due to regulatory, fiscal,

and cultural barriers.

» SAFE (Simple Agreements for Future Equity)

SAFE agreements, widely used in the United States, allow investors to commit capital today in
exchange for the right to acquire equity at a discounted price during a future financing round. While
these instruments have become standard in Silicon Valley, their adoption in Italy remains minimal
due to legal enforceability concerns under Italian corporate law and unclear tax treatment. Some
regional investment funds and accelerators have begun piloting SAFE-like contracts adapted to the
Italian legal framework, aiming to maintain contractual flexibility while ensuring compliance.
Strengths and Limitations of SAFE (Simple Agreements for Future Equity) in Italy

Strengths

¢ Rapid deal execution — By deferring valuation discussions to a later funding round, SAFEs
allow pre-seed and seed-stage investments to close quickly, a significant advantage in

fastmoving sectors like digital health or fintech where timing can be critical.
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* Founder-friendly structure — SAFEs avoid immediate equity dilution and do not impose
interest or repayment obligations, allowing founders to preserve ownership during the

riskiest stage of development.

e Low legal and administrative burden — Compared to a standard equity subscription
agreement, SAFEs require fewer formalities, reducing transaction costs and legal
complexity.

e Adaptability — SAFE terms (valuation cap, discount rate, most-favoured-nation clauses) can

be tailored to align with specific investor requirements while keeping the structure simple.

Limitations

* Unclear enforceability under Italian corporate law — SAFEs are not explicitly recognised in
Italian legislation, creating potential disputes over conversion mechanics, especially in
closely held S.r.l. structures.

® Fiscal uncertainty — Lack of guidance on tax treatment for both investors and issuers
discourages participation from institutional investors.

¢ Low investor familiarity — Outside international VC circles, Italian investors often prefer

instruments they have used historically (convertible notes, equity), limiting adoption.

SAFE agreements are well-suited to early-stage startups seeking speed and flexibility, but
widespread adoption in Italy will require explicit legal recognition and standardised tax treatment.
In their current form, SAFEs remain a niche instrument primarily used in accelerator programmes

or by investors with cross-border experience.
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> Convertible Notes

Convertible notes are short-term debt instruments that convert into equity under predefined
conditions, such as a qualified financing round. They are more familiar to Italian investors than
SAFEs and are frequently used in seed and bridge rounds, especially when valuation discussions are
postponed. Interest accrual and maturity dates give them a debt-like profile, while conversion

terms align investor upside with company growth.

Strengths and Limitations of Convertible notes in Italy

Strengths

Market familiarity — Convertible notes are widely understood by Italian VCs and angel

investors, making negotiations more straightforward than with SAFEs.

e Bridging flexibility — Ideal for companies between funding rounds, they provide interim
capital without the need for a full equity issuance.

¢ Investor upside — Notes typically convert at a discount or valuation cap, rewarding early
participation while mitigating downside risk through debt priority.

¢ (Clearer legal framework — Although subject to corporate law requirements, convertible

notes fit more naturally into existing Italian legal categories than SAFEs.

Limitations

¢ Debt obligations — Unlike SAFEs, convertible notes carry interest rates and maturity dates,

potentially creating repayment pressure if a qualifying round does not occur.
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¢ Negotiation complexity — Conversion triggers, valuation caps, and interest rates can

require more detailed negotiation and legal drafting.

o Less founder-friendly — The debt-like nature can shift bargaining power towards

investors, especially if the company faces delays in raising the next round.

Convertible notes are currently the most viable hybrid instrument for Italian early-stage startups.
Their recognition among domestic investors and compatibility with existing legal structures make

them functional, though less founder-friendly than SAFEs.

SAFE VS. CONVERTIBLE

SAFE and Convertible Notes

While SAFE agreements have become a standard early-stage financing tool in the United States,
their adoption in Italy remains limited due to legal and fiscal uncertainty. Convertible notes, by
contrast, are more familiar to Italian investors and have been used in seed and bridge rounds,
particularly when valuation negotiations are deferred. However, both instruments face challenges
related to corporate law formalities, the absence of a harmonised EU framework, and investor

unfamiliarity outside of venture capital circles.
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> Venture Debt

Venture debt provides growth capital to later-stage startups that have already secured equity
financing. In Italy, this market is nascent but expanding, driven by initiatives from CDP Venture
Capital and selected private lenders. Venture debt can extend runway without immediate dilution,
but strict eligibility criteria—such as proven revenue growth, established investor backing, and

collateralisation requirements—Ilimit access to a small segment of scale-ups.

Strengths and Limitations of Venture Debt in Italy

Strengths

Non-dilutive capital — Allows startups to access substantial funding without issuing new

shares, preserving founder and early investor equity.

* Runway extension — Particularly valuable for bridging to a larger equity round or achieving
profitability without raising additional equity.

e Market signalling — Securing venture debt often validates a company’s business model and
growth trajectory, especially when provided alongside VC participation.

e Potential public backing — In Italy, partnerships with CDP Venture Capital and public

guarantee schemes can reduce lender risk and open eligibility to more companies.
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Limitations

¢ High entry barriers — Only available to companies with proven recurring revenue, positive

growth trends, and backing from reputable equity investors.

Collateral and covenants — May require security interests over assets or impose operational
restrictions (e.g., limits on further borrowing, dividend payments).
e Cost of capital — Interest payments, fees, and potential equity warrants can make venture

debt expensive compared to equity in certain scenarios.

A powerful tool for later-stage startups with solid metrics, but largely inaccessible to early-stage
companies. Works best as a complementary layer to equity financing rather than a standalone

solution.
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> Tokenised Securities

Tokenised securities represent a blockchain-based evolution of traditional equity or debt
instruments, offering fractional ownership, programmable compliance, and potentially greater
liquidity through regulated digital asset markets. In Italy, their development is closely linked to the
transposition of the EU Markets in Crypto-Assets (MiCA) Regulation via Legislative Decree No.

129/2024, which has introduced a national licensing regime for crypto-asset service providers.
Pilot projects have emerged in real estate tokenisation and SME bond issuance within CONSOB’s
regulatory sandboxes, but adoption among startups remains at a proof-of-concept stage.

Strengths and Limitations of Tokenised Securities in Italy

Strengths

* Fractional ownership — Enables small-ticket investments from a broader base of retail and
professional investors, potentially increasing capital access.

* Programmable compliance — Smart contracts can automate dividend distribution, voting
rights, and regulatory reporting.

e Cross-border scalability — Under the MiCA and ECSP frameworks, tokenised securities can
be marketed across EU borders with a single licence, reducing legal fragmentation.

¢ Potential for secondary liquidity — Regulated digital asset exchanges could enable earlier

exit opportunities for investors.
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Limitations

¢ Immature infrastructure — Regulated trading venues for tokenised securities in Italy are still

in development, limiting practical liquidity.

o Specialised knowledge requirements — Issuers and investors require expertise in

blockchain technology, cybersecurity, and token economics.

* Regulatory adaptation phase — While MICA provides a framework, practical
implementation and supervisory processes are still evolving, creating uncertainty for

market participants.

Tokenised securities represent a forward-looking innovation with strong long-term potential for
democratising investment. However, in Italy they remain at pilot-project stage, with adoption

dependent on the maturity of regulatory infrastructure, digital literacy, and investor demand.
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The Italian market has recently witnessed the first cross-border issuances of tokenised securities
under the combined ECSP and MICA frameworks, aimed at both retail and professional investors
across the EU. In parallel, venture debt products co-structured with public guarantee schemes have
been introduced to broaden access for innovative SMEs, while certain regional investment funds are
experimenting with SAFE-like contracts adapted to Italian civil law in an effort to enhance flexibility

in pre-seed financing while preserving legal enforceability.

Overall, hybrid and convertible instruments demonstrate moderate to high applicability within
specific segments of the Italian startup ecosystem. Venture debt and convertible notes are
consolidating their position as viable options for later-stage ventures with proven performance
metrics, whereas SAFE agreements and tokenised securities remain in an emerging phase. The
broader diffusion of these latter instruments will depend on improvements in regulatory clarity,
targeted market education, and the development of supporting infrastructure capable of ensuring

legal certainty, operational scalability, and investor confidence.
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4.2 Legal, Cultural, and Institutional Constraints

The applicability of New Finance in Italy is shaped not just by market demand, but also by deeper

systemic factors:

Legal environment: While equity crowdfunding benefits from a mature regulatory
framework (Law No. 221/2012; CONSOB Regulation No. 18592/2013) and now full
operational alignment with the ECSP Regulation (2024), other areas such as DeFi, tokenised
securities, and Revenue-Based Financing still lack comprehensive national legislation. The
Legislative Decree No. 129/2024, implementing the EU Markets in Crypto-Assets Regulation
(MiCA), has introduced a national regime for crypto-asset service providers, aiming to
strengthen investor protection and market integrity. However, the absence of detailed
provisions for smart contracts, DAO (Decentralized Autonomous Organization) governance,

and performance-based instruments continues to discourage wider adoption*°

Investor culture: The Italian investor base is traditionally risk-averse, favoring secure
instruments and tangible investments (real estate, established firms). This cautious mindset
makes early-stage financing through alternative models less appealing, especially in regions
outside of major innovation hubs like Milan or Turin (Bocconi, 2023; McKinsey

Italy Startup Report, 2024).

Administrative burden: Public funding schemes such as Invitalia or Fondo Nazionale

Innovazione often involve complex application processes and fragmented bureaucracy.

This limits the speed and effectiveness with which startups can access alternative capital

(Startupltalia, 2024).

40Sole240re, 2024
Startupltalia, 2024
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e Digital literacy: Digital skills—especially in Southern Italy and among smaller entrepreneurs— remain

below the EU average (DESI 2023 Index). This hampers engagement with blockchain-based finance,

platform lending, tokenised securities, and other technologically advanced funding

instruments.

4.3 Market-Fit Analysis for Italian Startups

This section evaluates the alighment between innovative financial instruments and the specific

financing needs of startups in the Italian context. The analysis considers four dimensions—

suitability for early-stage and growth-stage enterprises, regulatory clarity, market adoption, and

overall strategic fit—based on recent research and institutional publications.

Instrument

Equity
Crowdfunding

Revenue-Based
Financing

Peer-to-Peer

Lending

Decentralized
Finance (DeFi)

Hybrid &
Convertible
Instruments

Early-Stage
Suitability

High — accessible and
regulated, effective
for seed/pre-seed
stages

Moderate — requires
predictable cash
flows

Low — few early-stage
startups have the
necessary financial
track record

Theoretical potential

- no significant
Italian  fundraising
cases

Moderate — SAFEs

and convertibles
useful pre-Series A

Growth-Stage
Suitability
Moderate — less
frequently used in
scale-ups

High — well-suited for

working capital
without equity
dilution

Moderate =
applicable to scaleups
with stable revenues

Niche applications —
mostly in crypto/NFT
sectors

High — venture debt
and hybrid tools
gaining traction

Regulatory Clarity

Clear and
supportive (EU Reg.
2020/1503,

European passport)
Limited - no
dedicated legal
framework

Partially defined —
falls under lending-
based crowdfunding
(ECSP)

Absent for pure
DeFi, partial under

MIiCAR for
tokenisation

Partial but
improving —
increasing

standardisation

Market Adoption

High — 88% success
rate, avg. ticket > €200k

Emerging — growing
but still niche
(Viceversa)

Low - investor and
platform caution

Very limited — marginal
startup adoption

Growing — cases like
ThinkQuantum show
market interest
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Summary by Instrument

Equity Crowdfunding remains one of the most structured and accessible instruments
for early-stage financing, particularly following the full operational alignment with
the European Crowdfunding Service Providers (ECSP) Regulation in 2024. This
alignment has simplified cross-border investment flows and expanded the potential
investor base across the EU. Recent campaigns indicate growing sectoral
diversification into clean-tech, med-tech, and cultural industries alongside traditional
consumer products and foodtech. Platform consolidation and pilot secondary
markets, tested within CONSOB regulatory sandboxes, aim to improve post-offering

liquidity.

Revenue-Based Financing (RBF) is increasingly recognised as a flexible alternative to
traditional equity or debt financing, particularly for startups with recurring revenue
models such as SaaS. However, the absence of a dedicated regulatory framework for
revenue-sharing contracts creates legal uncertainty, which in turn limits adoption

among institutional investors (Startupltalia, 2024).

Peer-to-Peer (P2P) Lending is generally more applicable at the growth stage, where
businesses can demonstrate creditworthiness. Nonetheless, adoption remains
constrained by concerns over platform reliability and a lack of regulatory

harmonization at the European level (European Commission, 2024).

Decentralized Finance (DeFi), while promising for tokenised fundraising and smart
contract—based agreements, remains largely conceptual in the Italian context.

Legislative Decree No. 129/2024, transposing the EU Markets in Crypto-Assets
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Regulation (MiCAR), has established a national framework for crypto-asset service
providers but does not yet address DAO governance structures or smart contract
enforceability. Adoption is further hindered by low levels of digital literacy and the
absence of proven domestic use cases.

Hybrid & Convertible Instruments, bridge equity and debt, offering valuation
flexibility and tailored investor terms. Convertible notes are moderately used in seed
and bridge rounds, while venture debt is expanding for later-stage scale-ups with
strong metrics and VC backing. Tokenised securities are emerging within requlated
sandboxes, but mainstream adoption depends on further regulatory clarity and

infrastructure development.
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4.4 Case Studies of Italian Startups Using New Finance Instruments

Following the strategic and legal evaluations outlined in the previous sections, this part of the thesis
presents two applied case studies of Italian startups that have implemented New Finance tools
between 2020 and 2025. The case analysis includes financial data, strategic decisions, post-funding

outcomes, and contextual insights aligned with the Italian entrepreneurial ecosystem.

4.4.1 Case Selection Framework and Research Methodology

To evaluate the real-world applicability of New Finance instruments within the Italian startup
ecosystem, this thesis adopts a qualitative case study methodology. This approach enables an in-
depth examination of how alternative financing mechanisms are applied by early- and growth-stage
companies, and how these instruments interact with broader regulatory, institutional, and market

conditions.

The selection of case studies was guided by the following criteria:

* Documented use of a New Finance instrument — Each selected company must have
demonstrably adopted at least one New Finance mechanism—such as equity crowdfunding,
revenue-based financing (RBF), peer-to-peer (P2P) lending, hybrid/convertible instruments,
or venture debt—within the period 2020-2025. This timeframe captures the most recent
developments following key regulatory reforms, including the European Crowdfunding
Service Providers (ECSP) Regulation and the early adoption of structured RBF schemes in

Italy.

* Incorporation and legal compliance — All selected firms are officially incorporated in Italy,

registered with the Italian Chamber of Commerce, and eligible under national innovation
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support programmes such as Startup Innovativa (Law 221/2012). This ensures alignment

with the formal legal and institutional framework of the Italian innovation ecosystem.

* Auvailability of verifiable financial and operational data — Only cases supported by
transparent, publicly accessible information were included. Sources include crowdfunding
platforms (e.g., Mamacrowd, 200Crowd), company disclosures, venture capital databases,
and reputable sector reports. This criterion guarantees the reliability and comparability of

the analysis.

* Sectoral diversity — The chosen cases represent different strategic sectors to illustrate the

breadth of New Finance applications in Italy.

Based on these selection criteria, two Italian startups were identified as particularly significant and

well-documented examples, fully aligned with the objectives of this research:

» Viceversa (Fintech, 2024) — one of the few documented large-scale RBF transactions in ltaly
(€30 million), combining innovative revenue-sharing models with securitisation (ABS) to
scale operations without equity dilution.

» BeDimensional (Deep Tech/Advanced Materials, 2025) — a spin-off of Graphene Labs at the
Istituto Italiano di Tecnologia (IIT) in Genoa, specialising in graphene-based materials for the
green transition. In 2025, it secured €20 million in venture debt from the European
Investment Bank (EIB), complemented by equity from CDP Venture Capital, EniNext, and

other strategic investors, to accelerate industrial scaling without excessive equity dilution.

These two cases were intentionally selected to represent distinct categories of New Finance: Viceversa

demonstrates the application of Revenue-Based Financing (RBF) in the Italian fintech sector, while
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BeDimensional exemplifies the use of Venture Debt, a hybrid instrument, in the capital-intensive deep-tech

and advanced materials sector.

The case study approach allows for an in-depth understanding of how Italian startups—facing
systemic constraints such as underdeveloped venture capital markets and conservative banking
structures—navigate financing gaps through the adoption of innovative funding mechanisms. In this
context, the cases also serve as strategic exemplars, offering insight into the enabling conditions,

legal challenges, and operational outcomes associated with New Finance in Italy.
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4.4.2 Case Examples

The following section presents two case studies of Italian startups that successfully implemented
New Finance instruments between 2020 and 2025. The cases were selected according to the
methodological framework outlined in Section 4.4.1 and serve as applied examples of how
innovative financing mechanisms can be strategically deployed within the Italian entrepreneurial

ecosystem.

The first case, Viceversa, illustrates the scalability of Revenue-Based Financing (RBF) when
combined with structured finance instruments such as Asset-Backed Securitisation (ABS) to

expand lending capacity for digital-native businesses.

The second case, BeDimensional, demonstrates the application of Venture Debt as a hybrid
financing instrument to support the industrial scaling of advanced material production while

minimising equity dilution.

Together, these cases reflect the sectoral diversity and strategic adaptability of New Finance in Italy,
spanning both fintech-enabled, performance-linked lending and capital-intensive deep-tech
manufacturing. They also highlight the potential of such instruments to address persistent funding
gaps in a national context characterised by a relatively underdeveloped venture capital market and

conservative banking practices.
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Case 1: Viversa (Goviceversa.com)— Revenue-Based Financing at Scale

viceversa

viceversa Prodottiv  Risorse~  Aziendav  Case studies Login  ( Chiedi capitali ) I+

La storia di Viceversa

Conosci la storia di come & nata Viceversa e delle nostre ambizioni

Viceversa is a Milan-based fintech company specialising in non-dilutive, performance-linked
financing for digital-native businesses such as eCommerce, SaaS, and app-based enterprises.
Founded in 2021, it has rapidly positioned itself as a leader in Italy’s alternative finance sector by
operationalising Revenue-Based Financing (RBF) at institutional scale. In 2024, Viceversa completed
a €30 million Asset-Backed Securitisation (ABS) transaction — the largest RBF-backed securitisation
in Italy to date — signalling the model’s evolution from a niche financing tool to an investable asset

class recognised by institutional investors.

Company Profile

® Location: Milan (ltaly) & Dublin (Ireland)

e Sector: Fintech — Alternative Finance for Digital Businesses

* Instrument: Revenue-Based Financing (RBF) with Asset-Backed Securitisation (ABS)
* Year: 2024

e (Capital Raised: €30 million (securitised portfolio)

¢ Key Investors: CDP Venture Capital, Fasanara Capital, institutional partners

Market Background and Sector Context

The Italian alternative finance market remains underdeveloped compared to other European

economies, with SMEs still heavily reliant on bank lending (European Commission, 2023). While

41 https://goviceversa.com/it/about-us/
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equity crowdfunding has gained traction, debt alternatives — particularly RBF — remain niche,
representing less than 2% of SME financing volume. RBF offers unique advantages for revenue-
generating businesses that lack collateral or do not fit the risk-return profile of venture capital.
Viceversa has capitalised on this gap by targeting high-growth, digital-first companies and leveraging

big data for real-time credit analysis.

Financial Structure of the Transaction

In 2024, Viceversa executed a €30 million ABS transaction underwritten by institutional investors.
This involved securitising a portfolio of RBF receivables, converting them into tradable securities to

unlock further liquidity. The structure included:

* Adiversified pool of underlying SMEs and startups across multiple sectors.

* Revenue-sharing repayment agreements tied to client performance.

* Institutional anchor investment from CDP Venture Capital and Fasanara Capital.

This securitisation expanded Viceversa’s lending capacity, reduced dependency on equity

fundraising, and created a replicable financing model for other fintech lenders.

Key Outcomes:

* Expanded lending capacity to hundreds of Italian and European SMEs, facilitating growth
without equity dilution.

* Reduced average time-to-funding to under 48 hours for qualified applicants.

* Developed a replicable securitisation framework adaptable for other alternative finance

providers.
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Strategic Significance in the Context of New Finance

Viceversa’s model addresses a structural funding gap: Italian digital businesses often have stable
cash flows but limited access to growth capital due to collateral requirements or low VC interest. By
pairing RBF with securitisation, Viceversa demonstrated that alternative finance can be

institutionalised, scalable, and attractive to sophisticated investors.

Risks and Limitations

e Absence of a dedicated legal framework for RBF in Italy, creating uncertainty in investor

protection and enforceability.

e Sector concentration risk — heavy reliance on digital advertising—driven business models.

e Potential credit quality volatility during macroeconomic downturns or platform-specific

shocks.

Policy & Regulatory Integration

RBF is not yet formally recognised as a distinct financing category under Italian financial law.
Viceversa operates within the general lending provisions of the Italian Civil Code, while indirectly
benefiting from supportive policy instruments such as the Fintech Sandbox (MEF Decree No.
100/2021) and the strategic mandate of CDP Venture Capital to expand non-bank financing solutions

for SMEs.

At the European level, the Capital Markets Union Action Plan (2020) and the European

Crowdfunding Service Providers Regulation (ECSP, Regulation EU 2020/1503) offer partial alignment
for certain structural aspects of RBF, particularly in cases where platforms integrate both equity-

and debt-based products.
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A future convergence of regulatory frameworks — at both national and EU levels — could formalise
RBF as a recognised financing category, thereby enhancing legal certainty, increasing investor

protection, and facilitating cross-border scalability.

So, we can say that, Viceversa’s securitisation-based RBF model illustrates the practical feasibility of
institutionalising performance-linked finance in Italy. By transforming a diversified portfolio of
receivables into tradable securities, the model aligns with the European Union’s Capital Markets
Union objectives to expand SME access to non-bank financing sources. This case also demonstrates
how fintech-driven credit analytics can significantly mitigate information asymmetries — a well-
documented structural barrier within the Italian SME financing landscape (European Commission,

2023).

However, the lack of a dedicated regulatory framework for RBF in Italy continues to constrain its
scalability, particularly with respect to cross-border replication. In the absence of EU-wide
harmonisation, platforms must operate within a fragmented legal environment, which increases
compliance costs, limits investor participation, and reduces the potential for seamless integration

into broader European capital markets.
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Case 2: BeDimensional — Venture Debt for Industrial Scaling in Deep Tech

d BEDIMENSIONAL

)
I | BEDIMENSIONAL Manufacturing  Materials  Industries

BEDIMENSIONAL

BeDimensional is a Genoa-based deep tech company specialising in the industrial application of
graphene and other two-dimensional (2D) materials. Originating as a spin-off from the Istituto
Italiano di Tecnologia’s (IIT) Graphene Labs, the company develops advanced material solutions that
contribute to the green transition, including energy storage systems, high-performance composites,

and environmental applications.

This case was selected as it represents one of the most significant examples of venture debt in Italy’s
high-tech sector, combining non-dilutive debt capital from the European Investment Bank (EIB) with

strategic equity from major Italian industrial and financial stakeholders.
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Company Profile

e Location: Genoa, Italy

e Sector: Deep Tech — Advanced Materials (Graphene Applications)

¢ Instrument: Venture Debt (combined with Equity)

e Year: 2025

e Capital Raised: €20 million (venture debt) + undisclosed equity contribution

¢ Key Investors: European Investment Bank (EIB), CDP Venture Capital, Eni Next, other

strategic partners

Market Background & Sector Context

The advanced materials sector, and graphene in particular, is characterised by high capital intensity,
long R&D cycles, and complex industrial scaling requirements. Traditional venture capital often falls

short for such projects, given the high technological and market risks.

In Italy, the challenge is compounded by limited bank credit access for deep tech firms and the slow,
competitive nature of public grant programmes. Venture debt provides a valuable alternative,
offering significant growth capital without immediate equity dilution, while granting lenders a senior

claim in case of default.

Financial Structure of the Transaction

In 2025, BeDimensional secured a €20 million venture debt facility from the European Investment
Bank, aimed at accelerating the industrial scaling of its graphene production lines and related

commercialisation efforts.
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The transaction was structured as follows:

Debt Component: €20 million from EIB under its Innovation and Sustainability financing

mandate, with a long-term repayment horizon linked to milestone achievements.
Equity Component: Complementary equity investment from CDP Venture Capital, Eni Next,
and private investors to strengthen the balance sheet.

Purpose of Funds: Scaling manufacturing capacity, expanding international sales operations,
and accelerating product certification processes in energy storage and composite materials

sectors.

Key Outcomes

Increased production capacity for graphene-enhanced materials, enabling entry into

largescale industrial supply chains.

Strengthened partnerships with major energy and manufacturing players in Europe.

Maintained significant founder and research team equity, avoiding excessive dilution despite

large-scale capital needs.

Strategic Significance in the Context of New Finance

BeDimensional’s case demonstrates how venture debt can be a viable financing instrument for

capital-intensive, R&D-heavy companies in Italy. By blending non-dilutive debt with strategic equity,

the company was able to secure sufficient growth capital while maintaining control over intellectual

property and strategic direction.
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The deal also illustrates how Italian startups in deep tech can leverage European institutional capital
(EIB) alongside domestic venture investors to accelerate industrialisation in line with EU

sustainability and innovation objectives.

Risks & Limitations

¢ Technology Risk: Commercial adoption of graphene materials remains dependent on

achieving industrial cost-efficiency and certification.

e Debt Servicing Risk: While venture debt avoids immediate equity dilution, it imposes

repayment obligations that require predictable revenue streams in the medium term.

e Market Risk: Competition from international graphene producers with greater scale and

established distribution networks.

Policy & Regulatory Integration

The transaction benefited indirectly from national and European policies promoting strategic deep

tech sectors:

e talian Level: Alignment with CDP Venture Capital’s Deep Tech Fund and national industrial

strategies for the green transition.

e European Level: EIB financing under the EU Green Deal framework and Horizon Europe

objectives for advanced materials and clean technologies.

Venture debtin Italy is not governed by a dedicated regulatory framework, but transactions typically
follow standard corporate lending rules under the Italian Civil Code, with covenants and warrants

tailored for high-growth companies. The success of cases such as BeDimensional could encourage
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the formalisation of venture debt as a recognised instrument within Italy’s innovation financing

toolkit.

So, we can say that BeDimensional’s funding strategy shows that venture debt, when combined with
strategic equity, can fill a critical gap for scaling deep tech companies in Italy. The EIB’s involvement
provided credibility, patient capital, and alighnment with EU industrial policy, while CDP Venture

Capital and Eni Next ensured domestic strategic anchoring.

However, this model is currently limited to companies that can demonstrate both technological
maturity and clear commercialisation pathways, making it less accessible to early-stage research-
based startups. Scaling the use of venture debt in Italy will require not only more institutional
participation but also clearer regulatory guidelines to balance investor protection with startup

growth needs.
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4.5 Other New Finance Instruments in the Italian Context

The selection of Viceversa and BeDimensional as case studies was driven by their distinctive use of

innovative financing models that remain relatively uncommon in Italy.

Viceversa exemplifies one of the few large-scale applications of Revenue-Based Financing (RBF) in
the national market, integrating it with asset-backed securitisation structures to expand lending
capacity. This is particularly relevant in a context where no dedicated regulatory framework exists
for RBF, requiring firms to adapt contractual and operational models within general financing

provisions.

BeDimensional, by contrast, demonstrates the strategic use of Hybrid & Convertible Instruments—
specifically venture debt—in a capital-intensive deep-tech sector. Its case reflects trends identified
in recent analyses of Italian scale-ups where hybrid forms of capital are increasingly adopted to

accelerate industrialisation while mitigating equity dilution.

Beyond RBF and venture debt, the Italian innovation ecosystem features a broader spectrum of

“New Finance” instruments at different stages of maturity and institutionalisation.

+ Fquity Crowdfunding is the most established model, supported by a robust regulatory
framework (EU ECSP Regulation) and attractive tax incentives for investors, making it a
valuable tool for early-stage companies seeking both capital and market validation.

+ Peer-to-Peer (P2P) Lending has emerged as a digital alternative to traditional bank loans,
targeting SMEs and scale-ups with tangible revenues. The most notable Italian player is Opyn
(formerly BorsadelCredito.it), which operates under Bank of Italy supervision as a licensed

financial intermediary. As of 2025, Opyn has disbursed over €1 billion in loans, using
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automated credit assessment models that integrate both financial statements and real-time
business performance metrics. P2P lending offers rapid, collateral-free funding for short-
term operational needs but typically excludes early-stage ventures, lacks investor tax
incentives, and provides limited public visibility of funded projects.

+ Decentralized Finance (DeFi)—based on blockchain and smart contracts—represents a
disruptive frontier, with potential for borderless capital formation, but remains largely
theoretical in Italy due to regulatory uncertainty, limited digital literacy, and the lack of
documented domestic use cases.

+ Finally, Emerging and Hybrid Instruments —including convertible notes, SAFEs, security token
offerings, and other structured mezzanine solutions—are gaining traction among scale-ups
with strong performance metrics, offering flexible capital structures that combine elements

of debt and equity.

The Italian market thus presents a heterogeneous maturity profile: Equity Crowdfunding is fully
institutionalised and widely adopted; Revenue-Based Financing (RBF), Peer-to-Peer Lending, and
Hybrid & Convertible Instruments—including venture debt, convertible notes, SAFEs, and tokenised
securities—are emerging but require further adaptation to Italy’s legal, cultural, and institutional
environment; and Decentralized Finance (DeFi) remains in an experimental phase, constrained by

regulatory uncertainty and low adoption.

Beyond these consolidated examples, other emerging cases suggest potential future directions for
New Finance adoption. One notable example is ThinkQuantum, an Italian deep-tech company
specialising in quantum-safe communication technologies. While it has not yet implemented
largescale New Finance mechanisms, its technological positioning, alignment with EU strategic

infrastructure programmes, and potential applicability of hybrid financing—such as venture debt
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combined with regulated security token offerings (STOs)—make it a strong candidate for future

blended public—private finance models.

The two selected case studies, Viceversa for RBF and BeDimensional for Hybrid & Convertible, serve
as strategic examples of how innovative financing models can be deployed effectively despite

regulatory incompleteness, investor risk aversion, and sector-specific capital requirements.
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Recommendations

1. Develop a dedicated legal framework for emerging instruments: Introduce national
provisions regulating Revenue-Based Financing (RBF), hybrid instruments (venture
debt, SAFEs, convertible notes), and tokenised securities, ensuring harmonisation
with EU frameworks such as MiCAR and ECSP.

2. Enhance access to public funding and co-investment schemes: Simplify procedures for
accessing Smart&Start Italia, Fondo Nazionale Innovazione, and other guarantee
mechanisms, particularly for startups using non-traditional financing models.

3. Promote investor risk tolerance and education: Launch targeted programmes for
institutional and private investors to familiarise them with the risk—return profiles of
alternative instruments, using case studies and performance data to build confidence.

4. Strengthen digital infrastructure and literacy: Invest in national digital platforms,
cybersecurity, and training initiatives to support secure, scalable adoption of
tokenisation, DeFi, and cross-border crowdfunding.

5. Encourage hybrid financing strategies: Facilitate models that blend equity, debt, and
non-dilutive capital to optimise founders’ cost of capital and extend runway before
dilution-heavy funding rounds.

6. Monitor and evaluate performance: Establish an observatory to track the performance
of startups financed through New Finance, assessing survival rates, growth metrics,

and the role of ESG criteria in investment decisions.
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Conclusion

This thesis has examined the strategic relevance and applicability of New Financial
Instruments within the Italian startup ecosystem, focusing on the period up to 2025 and
situating the analysis within the broader European innovation economy. Startups, widely
recognised as engines of innovation, competitiveness, and job creation, continue in Italy to
face persistent financing barriers, particularly in early and growth stages. These challenges
stem from structural factors: a conservative investment culture, the dominance of bank
lending in SME finance, a scarcity of late-stage venture capital, and uneven regional

development.

In this context, the rise of New Finance- encompassing equity crowdfunding, revenue-based
financing (RBF), peer-to-peer lending (P2P), decentralised finance (DeFi), and the emerging
and hybrid instruments such as SAFEs, convertible notes, venture debt, and security tokens
- offers technology-enabled models designed to democratise capital access and mitigate the
limits of conventional finance. EU-level reforms such as the European Crowdfunding Service
Providers Regulation (ECSP) and the Markets in Crypto-Assets Regulation (MiCAR), together
with the Digital Finance Strategy and DORA, have created a more supportive framework for

their cross-border use.

In Italy, adoption remains uneven. Equity crowdfunding is the most mature, attracting both

private and public co-investment. RBF offers flexible, non-dilutive funding for revenue-
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generating digital models but lacks a dedicated legal framework. Venture debt and other
hybrid instruments are emerging for capital-intensive scale-ups, while SAFEs and convertible
notes are slowly gaining traction in pre-Series A rounds. Tokenised securities under MiCAR
are still experimental, and DeFi adoption is minimal due to regulatory uncertainty and low

digital literacy.

Case studies confirm these instruments work best when integrated into hybrid capital

strategies, combined with public incentives, and tailored to sector needs.

In conclusion, New Finance represents both a strategic necessity and an opportunity for a
more inclusive, resilient, and globally competitive Italian startup ecosystem.

Achieving its full potential will require coordinated efforts from policymakers, investors,
entrepreneurs, and platform operators. Future research should examine the long-term
outcomes of New Finance-funded ventures, assess the role of ESG criteria, and compare

adoption models across countries.

In a system where, entrepreneurial talent often meets institutional rigidity, these
instruments offer a practical route to scaling innovation more efficiently and equitably,

positioning ltaly as a leading player in Europe’s next wave of high-impact startups.
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