
The strategic advantage of local data centers for the 
financial industry
Between AI innovation pressure and growing regulation, banks, payment 
service providers and asset managers are faced with a balancing act. Local 
colocation data centers offer the way out: state-of-the-art infrastructure for 
computing-intensive AI workloads, maximum security and flexible scalability 
directly on local soil.

In the financial industry, trust is the hardest currency. Hardly any sector of the economy 
is subject to stricter regulatory requirements. And rightly so: banks, insurance 
companies, payment processors and other financial service providers manage the money 
and data of millions of people, a relationship of trust that must be legally sound. At the 
same time, the pressure on technological innovation is increasing. Fintechs, neobanks 
and international platform providers are setting new standards for speed, user-
friendliness and cost efficiency.

The question here is: How do you modernize a critical IT infrastructure in an agile and 
cost-efficient manner, without disrupting regulatory requirements and with full data 
control?

The answer, which is becoming increasingly clear in practice, is: put local data centers, at 
the heart of  sovereign hybrid architecture. This is not an alternative to the cloud, but 
rather its secure foundation. It creates hybrid architectures that combine performance, 
compliance and flexibility without data leaving the infrastructure shell in an uncontrolled 
manner.

An industry under  growing pressure

DORA (the EU’s Digital Operational Resilience Act) has been in effect since January 2025. 
The framework requires financial institutions in the EU to demonstrably manage digital 
operational resilience: clear requirements for ICT risk frameworks, resilience, incident 
reporting and control of data with third-party providers.

Specifically, financial institutions must be able to provide complete evidence to 
supervisory authorities such as BaFin or the ECB: Where is the data? Who has access? 
How quickly can operations be restored after a disruption? For global hyperscalers with 
data centers outside the EU or in jurisdictions where data protection law is unclear, the 
obligation to provide evidence becomes a hurdle. Outsourced IT functions must always 
remain auditable and controllable. 

A local colocation data center, on the other hand,  operating under GDPR and common 
certification standards such as ISO 27001, offers a structural compliance advantage.
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Data sovereignty and digital sovereignty

The current geopolitical situation makes one realization irreversible: Anyone who 
operates critical IT on infrastructures that lie outside their own legal area is carrying a 
strategic risk. This is not an abstract threat for banks and payment processors who 
process highly sensitive transactions and customer data on a daily basis.

A local colocation data center creates structural clarity: hardware is owned by the 
company, access rights are controlled by oneself, and operations are completely within 
the German and European legal framework. No unilateral changes by external operators, 
no unclear access paths. Digital sovereignty is therefore a measurable operating state, 
documented in audit reports and certificates that can be presented to supervisory 
authorities at any time.

Performance for the financial business

Real-time payment processing, AI-based fraud detection, high-frequency trading  the 
financial industry operates in time windows where network latency can become directly 
business-critical. Geographical proximity is not a convenience feature, but a necessity: a 
data center nearby delivers structurally better round-trip times than any distant cloud 
region. In addition, dedicated infrastructure has no “noisy neighbor” problem, which 
means no latency peaks caused by external workloads and no bandwidth bottlenecks due 
to oversubscription.

AI in the financial sector

Artificial Intelligence will continue to transform the financial industry. McKinsey estimates 
that generative AI could generate hundreds of billions of dollars in additional value 
annually in the banking sector, primarily through productivity improvements in areas 
such as credit decisioning, compliance and customer communications.  

But AI systems in the financial sector are not without their problems. The EU AI Act 
classifies credit and credit rating models as well as many fraud detection systems as 
high-risk AI, coupled with strict transparency, documentation and auditing requirements. 
This is hardly possible in standardized public cloud environments.

Colocation data centers provide the ability to operate dedicated GPU clusters as isolated 
environments. Training data does not leave the physical boundaries of the data center. 
The model training is completely traceable and access is checked and logged. This 
combination: AI performance plus regulatory traceability corresponds exactly to what the 
AI   Act requires and what regulators demand.

Why colocation is the perfect solution for the financial industry

The essence  of a local colocation data center is the interplay of control, certification and 
operational excellence:
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