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I. Executive Summary 

Purpose & Urgency 

The United States stands at a defining moment in the evolution of 
digital asset regulation. As global competitors implement clear and 
innovation-friendly frameworks, the U.S. risks losing its leadership in 
blockchain technology and financial innovation. This document 
provides a structured regulatory approach that fosters innovation 
while maintaining U.S. dominance in digital finance and national 
security. 

Key Objectives 

• Establish regulatory clarity to encourage investment and prevent 
capital flight to more favorable jurisdictions. 

• Develop a tiered compliance model based on risk exposure and 
entity type. 

• Implement ISO 20022 to align blockchain with traditional finance 
(TradFi) and enhance financial intelligence. 

• Strengthen public-private partnerships to foster collaborative 
oversight and enforcement. 

A shift from regulation by enforcement to proactive, risk-based 
governance is necessary to sustain economic security and 
competitiveness. This framework balances compliance, innovation, and 
financial integrity. 

 
II. The Current Regulatory Landscape & Its Challenges 

Fragmented Oversight & Jurisdictional Confusion 



The U.S. digital asset market suffers from overlapping jurisdictional 
claims among: 

• Securities and Exchange Commission (SEC): Applies the Howey 
Test to classify digital assets as securities. 

• Commodity Futures Trading Commission (CFTC): Regulates 
Bitcoin and other commodities. 

• Office of the Comptroller of the Currency (OCC): Issues guidance 
for banks engaging with crypto. 

• Financial Crimes Enforcement Network (FinCEN): Enforces 
AML/CFT obligations on virtual asset providers. 

• Federal Reserve & Treasury: Concerned with systemic risk and 
monetary policy implications. 

This fragmented regulatory approach has created uncertainty, pushing $1.4 
trillion in digital asset market capitalization offshore to clearer jurisdictions. 

Global Competitors Advancing 

While the U.S. struggles, competitors have established clear 
frameworks: 

• European Union: MiCA (Markets in Crypto-Assets Regulation) 
offers clarity and harmonized compliance. 

• Singapore: Project Guardian integrates DeFi with institutional 
banking. 

• Dubai & Abu Dhabi: VARA (Virtual Assets Regulatory Authority) 
provides tailored oversight. 

• China: Digital Yuan strategically reduces reliance on SWIFT and 
U.S. financial oversight. 

The lack of U.S. leadership in blockchain regulation has driven firms like 
Coinbase, Gemini, and Circle to expand offshore, risking economic and 
security implications. 



 
III. A Tiered Regulatory Compliance Model 

To balance oversight with innovation, a tiered risk-based model is 
essential: 

Category 1: Centralized & Custodial Entities 

Entities: Centralized exchanges, custodial wallets, stablecoin issuers. 
Regulatory Focus: 

• Licensing and capital requirements. 

• Segregation of customer assets. 

• AML/KYC enforcement and real-time proof-of-reserves audits. 

• ISO 20022 integration for compliance and reporting. 

Category 2: Decentralized Networks & Protocols 

Entities: DeFi protocols, DAOs, Layer-1 blockchains. Regulatory Focus: 

• Voluntary compliance programs for governance transparency. 

• Smart contract security audits. 

• Risk disclosures for participants. 

• Incentives for self-regulation and industry standards. 

Category 3: Emerging & Experimental Assets 

Entities: Early-stage projects, experimental token models. Regulatory 
Focus: 

• Regulatory sandboxes for controlled testing. 

• Safe harbor periods for compliance maturation. 

• Clear thresholds for transitioning to full regulation. 

This approach provides certainty, flexibility, and competitiveness, 
ensuring that regulation adapts to innovation rather than stifling it. 



 
IV. ISO 20022: A Key to Regulatory Harmonization 

ISO 20022 is not just a technical upgrade—it is a strategic necessity for 
U.S. financial leadership. 

Bridging TradFi & Blockchain 

• Front-End: Provides structured, interoperable messaging across 
centralized and decentralized finance. 

• Back-End: Enhances transaction monitoring, settlement efficiency, 
and fraud detection. 

National Security & Financial Intelligence 

• Enables real-time screening of digital asset transactions. 

• Enhance cross-border AML/CFT enforcement. 

• Improves compliance efficiency, reducing regulatory burdens for 
businesses. 

Without ISO 20022 integration, the U.S. will fall behind as the EU, China, 
and Singapore align digital asset compliance with this global standard. 

 
V. Public-Private Collaboration & Institutional Adoption 

Joint Digital Asset Task Force 

A U.S. Digital Asset Task Force should include: 

• Regulators: SEC, CFTC, Treasury, OCC, Federal Reserve. 

• Industry Leaders: Banks, exchanges, blockchain firms. 

• Academia & Consumer Advocates: Ensure balanced innovation 
and consumer protection. 

Encouraging Institutional Adoption 

• Regulatory clarity for banks engaging in blockchain. 



• Tokenization frameworks for integrating digital assets with 
traditional finance. 

• ISO 20022-driven reporting to improve compliance and market 
stability. 

 
VI. Policy Recommendations & Legislative Priorities 

Immediate Steps for U.S. Leadership 

1. Establish a Joint SEC-CFTC Framework 
 
 

o Define digital asset classification. 

o Coordinate enforcement actions. 

2. Pass Digital Asset Legislation 
 
 

o Digital Asset Market Structure Act: Defines digital asset 
classifications. 

o Stablecoin Regulation Act: Ensures USD-backed stablecoin 
compliance. 

o Blockchain Innovation & Financial Technology Act: 
Supports research and R&D initiatives. 

3. Implement ISO 20022 in Digital Finance 
 
 

o Align stablecoin transactions with ISO 20022. 

o Mandate ISO 20022 for U.S. institutional blockchain integration. 



4. Pilot Government Blockchain Use Cases 
 
 

o Federal Reserve and Treasury test CBDC and stablecoin 
frameworks. 

o Blockchain-integrated foreign aid disbursements to 
enhance efficiency and security. 

 
VII. Conclusion: A Call to Action 

The U.S. has led every major transition in global finance—from the gold 
standard to the dominance of the U.S. dollar. The next era of financial 
leadership is digital. 

Without immediate action: 

• Capital, talent, and innovation will continue to leave the U.S. 

• Foreign competitors will set global digital asset standards. 

• U.S. financial oversight will weaken, jeopardizing national 
security. 

With proactive, innovation-friendly regulation, the U.S. can:  

• Lead global digital finance standards.  
• Retain economic and security dominance.  
• Ensure blockchain innovation aligns with national interests. 

The future of finance is digital. The U.S. must not follow, it must lead. 
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