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June 11, 2025 

 

By electronic submission 

 

Commissioner Hester M. Peirce and Members of the SEC Crypto Task Force 

U.S. Securities and Exchange Commission 

100 F Street NE 

Washington, DC 20549-0213 

 

 

RE: Request for Comment on There Must Be Some Way Out of Here 

 

 

To The Crypto Task Force: 

 

 The Securities Industry and Financial Markets Association1 and its Asset Management Group2 

(collectively, “SIFMA”) are submitting a second response3 to the recent Statement by Commissioner Hester 

M. Peirce entitled “There Must Be Some Way Out of Here” (the “Statement”) requesting information from 

stakeholders on activity involving blockchain-based digital assets.4  This response contains a series of 

principles-based recommendations on key issues related to the issuance and trading of digital assets, most 

of which are related to questions raised in the Statement.  SIFMA is submitting this principles-based 

document now in the interest of providing timely feedback to the Crypto Task Force (the “Task Force”) and 

but anticipates providing additional comments on these and other topics raised in the Statement in the 

coming weeks. 

 

 
1 SIFMA is the leading trade association for broker-dealers, investment banks and asset managers operating in the U.S. and global 

capital markets. On behalf of our industry’s nearly 1 million employees, we advocate for legislation, regulation, and business policy, 
affecting retail and institutional investors, equity and fixed income markets and related products and services. We serve as an industry 
coordinating body to promote fair and orderly markets, informed regulatory compliance, and efficient market operations and resiliency. 
We also provide a forum for industry policy and professional development. SIFMA, with offices in New York and Washington, D.C., is 
the U.S. regional member of the Global Financial Markets Association. 
2 SIFMA AMG brings the asset management community together to provide views on policy matters and to create industry best 
practices. SIFMA AMG’s members represent U.S. and multinational asset management firms whose combined global assets under 
management exceed $45 trillion. The clients of SIFMA AMG member firms include, among others, tens of millions of individual 
investors, registered investment companies, endowments, public and private pension funds, UCITS and private funds such as hedge 
funds and private equity funds. 
3 SIFMA response to the Request for Comment on There Must Be Some Way Out of Here, May 9, 2025, available at: 
https://www.sifma.org/wp-content/uploads/2025/05/SIFMA-SEC-Crypto-RFI-Initial-Response-May-2025.pdf.  
4  As is our convention when commenting on these topics, we refer to “digital assets” throughout this letter; however, we recognize that 
the term “crypto assets” is also frequently used (including in the Statement) and for purposes of this letter intend these two terms to 
be viewed interchangeably. 

https://www.sifma.org/wp-content/uploads/2025/05/SIFMA-SEC-Crypto-RFI-Initial-Response-May-2025.pdf


 
 

 

2 
 

I. Executive Summary 

SIFMA makes the following recommendations in this letter: 

Digital Asset Issuance 

▪ Broadly, issuer disclosures under the 1933 and 1934 Acts should be extended to new categories 

of securities transactions. 

▪ Exemptions from ‘33 Act requirements should be based on established pathways for the issuance 

of registration-exempt securities and supplemented with guidance to account for the unique 

features of digital assets and additional disclosures that may be needed.  

▪ Similar disclosures should apply to similar types of digital securities, investment contract assets, 

and commodities. 

▪ Digital commodities sold in investment contract transactions should be narrowly and clearly 

defined. 

▪ Direct to retail issuance of SEC regulated products should not be permitted. 

▪ The tailoring of existing disclosure requirements may be appropriate for digital assets. 

 

Trading of Digital Commodities and Tokenized Securities 

▪ The separation of functions and limits on vertical integration must be maintained. 

▪ Competition between, and interoperability of, services providers must be preserved. 

▪ Securities trading regulatory frameworks should be retained wherever securities are traded. 

▪ Apply Existing Trading Requirements to Emerging Platforms for Digital Assets 

▪ Apply Consistent Oversight Standards for Market Infrastructure SROs 

▪ Recognize the need for securities broker-dealers to participate in non-security digital asset 

markets to support technical and infrastructure operations. 

▪ Direct retail participation in trading digital securities should be limited. 

 

Developing a New Legal and Regulatory Frameworks for the Issuance and Trading of Digital 

Commodities and Tokenized Securities 

▪ The development of new models for the issuance and trading of securities should occur through 

an open and transparent process.   

▪ Definitions for, and related to, “security” and “digital commodity” are foundational and should be 

carefully and consistently defined..  

▪ Clear policy rationales must exist for excluding a category from the regulation of trading activity or 

the provision of trading structure. 

▪ Digital assets legislation and regulatory modernization initiatives should consider technological 

upgrades to statutory texts holistically. 

▪ Digital assets legislation and associated rulemaking should include provisions governing their 

cross-border application.   

▪ There should be close coordination in the development of rules for technologically similar digital 

commodity and digital asset securities. 

▪ Requirements for brokers and dealers should be appropriately tailored. 

▪ Rulemaking should account for transitional and hybrid arrangements.   
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II. Digital Assets Issuance  

Extend Issuer Disclosures Under the 1933 and 1934 Acts to New Categories of Securities 

Transactions 

Issuer disclosures under the 1933 and 1934 Acts are foundational to protecting securities 

investors.  These same principles apply both to transactions in tokenized securities and to fundraising 

transactions involving the sale of any newly created digital asset (referred to as an “investment contract” 

transaction, a type of securities transaction).5  Accordingly, similar disclosure principles should also apply 

to any new categories of securities transactions to create a level playing field. 

Where there is a securities offering involving novel technological or operational features or the 

sale of new digital assets, there will likely be new types of information that are relevant to investors in 

assessing risk (as well as other types of information that would not be particularly relevant to prospective 

investors). These should be included in investor disclosures. Key additional disclosures should likely 

include: 

▪ Description of the project, token functionality, token holder rights (if any), token sales and 

usage, expectation of profit, the team behind the token, technology risks, market risks, 

demand/product-market fit (PMF) issues, operational risks (governance, key person, 

cybersecurity, etc.), governance structure, comp and token allocation, token economics, use 

of proceeds, audited financials, revenue models, legal and regulatory compliance, technical 

info, custody/security, litigation and enforcement history. Clearer disclosures around the 

organizers, insiders, affiliates and control persons, promoters, particularly for projects which 

are light on actual assets. 

▪ Below is an illustrative list of the types of disclosures that should be provided on an ongoing 

basis and at issuance: 

Ongoing (should be provided at issuance 
too) 

At issuance 

Custody info Form, nature, chain 

Valuation, frequency Valuation assumptions 

Operational, Market, Regulatory, 
Technological & Counterparty risks 

Investment contract status 

Ongoing legal proceedings Regulatory classification 

Conflicts of interest Preferential terms 

Comp Agreements Lock-up periods 

Market Access/listings Token allocations 

Liquidity and treasury management  

Exposure levels  

Stress Scenarios  

Redemption Risks  

 
5 Note that the SEC has clarified that an investment contract transaction may be present even when the digital asset being sold is 
not itself a “security”. 
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Security and financial Audits  

Exemptions from ‘33 Act Requirements Should be Based on Existing Pathways and 

Supplemented with Guidance 

SIFMA recognizes that it is likely that some fundraising transactions involving the sale of new 

digital assets will in the future be permitted under frameworks which provide exemptions from ‘33 Act 

registration requirements. Should this occur, SIFMA recommends that: 

• Established pathways for the issuance of registration-exempt securities should be applied to 

support the issuance of digital assets where appropriate, supplemented with guidance to 

account for the unique features of digital assets and additional disclosures that may be 

needed.  

• Allowing issuance of these registration-exempt securities in digital form through these 

channels would take advantage of the established case law, regulation, and oversight 

frameworks they offer, and would be more effective than development of a new framework for 

SEC-regulated digital asset securities (while recognizing there are categories of digital assets 

which are not securities, and where additional frameworks may be required for their issuance 

and distribution). This is also consistent with the principle of technology neutrality.   

• SEC Regulation A and Regulation D would need to be supplemented by issuing guidance 

which addresses investor protection, suitability, and disclosures that are specific to 

fundraising sales of digital assets. Initial recommendations for areas to be addressed in 

supplemental policies to these frameworks include: 

 

Regulation A Regulation D Regulations A and D 

Digital asset treatment Form D and on-chain assets Standardized disclosures 

Transfer and custody General Solicitation Custody 

Ongoing reporting Resale Restrictions and Rule 
144 

Tech-neutral compliance 

Secondary market 
compliance 

Accredited Investor 
Verification 

 

Smart contract integration Token Distribution 
Mechanics 

 

Similar Disclosures Should Apply to Similar Types of Digital Securities, Investment Contract 

Assets, and Commodities  

Disclosures should be designed in a way that recognizes that these types of assets often face 

similar risks, have similar technical features and potential for comparable use cases. The same types of 

material disclosures should be provided across products if they are sold pursuant to the same methods 

and to the same type of clients, and should not differ if some simply because some are deemed securities 

and others governed by the a potential new regulatory regime e.g., the proposed “investment contract 

framework in the proposed CLARITY Act.  
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Digital Commodities Sold under Investment Contract Transactions Should be Narrowly and 

Clearly Defined 

SIFMA recognizes that there will likely be frameworks for the deployment and distribution of 

digital assets that have elements of securities transactions, while retaining features (such as in the way 

the non-security digital assets are traded) that are distinct from the frameworks applicable to both 

traditional securities as well as tokenized securities. For example, the experiences of XRP, which was 

found not to be a security in and of itself, but certain fundraising sales of XRP by Ripple Labs were carried 

out in a way that was deemed to be a securities transaction by a federal court. 

• SIFMA recommends that any category of assets in this area needs to be narrowly defined. 

• SIFMA also recommends that regulatory frameworks focus on developing pathways for the 

issuance of digital assets which are either clearly securities or are digital commodities based 

on existing tests or new legislation, and supplement with carefully tailored guidance for any 

edge case products. 

• Frameworks in this area should furthermore be aligned with existing industry taxonomies and 

defined regulatory perimeters to provide clear boundaries of the scope of these products. 

▪ Clear definitions are critical to establishing what these assets are or are not, which would 

allow market participants’ outside counsels to provide legal opinions as to whether activity 

triggers the Securities Act and is required to be registered with the SEC.   

▪ The differential between any new issuance framework and existing registration exemption 

frameworks needs to be narrowly defined. 

o In particular, the amount that can be raised from these offerings should not be 

significantly higher than other regimes. There should also be equivalent/analogous 

requirements for, e.g., audited financials, disclosures, etc.  

Direct to Retail Issuance of SEC Regulated Products Should Not be Permitted 

SIFMA does not support direct distribution of SEC regulated digitally native or tokenized assets to 

retail investors, preserving the protections offered by a broker as an intermediary. 

▪ Categories of security that are not permitted to be distributed directly to retail investors at 

present should remain only distributed via intermediaries, even when they are issued in 

digital form.  

▪ SIFMA recognizes that there are a limited number of cases today under which securities 

would be distributed directly to investors, including crowdfunding models, broker-lite models, 

direct public offerings, retail bond programs, and distribution via issuer platforms.  

o However, there are substantial constraints on each of these channels which mitigate the 

risks associated with direct issuance.   

o While there may be opportunities to expand and modernize these programs, using 

blockchain, any direct issuance channels for digital assets must reflect the controls these 

programs have in place, and direct issuance is not a model which can be applied broadly 

in the securities markets.  
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Tailoring of Existing Disclosure Requirements May be Appropriate for Digital Assets 

Just as there should be an expansion of relevant disclosure topics on the digital asset issuance 

side to account for the unique features of those assets, there should also be a willingness to tailor 

disclosures to remove those which may not be relevant, and not include them simply because they are 

found in “traditional” assets, subject to the comments above on offerings of non-security digital assets.  

 

III. Trading of Digital Commodities and Tokenized Securities 

Separation of Functions and Limits on Vertical Integration Must be Maintained 

The separation of functions and limits on vertical integration are critical in securities markets 

(whether traditional or digital) as well as in markets in digital commodities to ensure investor protection 

and fair and orderly markets. The following are core principles that should apply across-the-board to 

policymaking in this area: 

▪ There should be a separation of exchange and broker-dealer functions; 

▪ Similarly, there should be a separation of trading venue (whether an exchange or Alternative 

Trading System or “ATS”) and custodial functions; and  

▪ There should be an extension of existing conflicts of interest principles to any ATS working 

with digital assets in connection with their affiliated brokers, or when they are affiliated with an 

issuer. 

Competition Between, and Interoperability of, Services Providers Must be Preserved 

Securities markets are characterized today by the competition between, and interoperability of, 

service providers for securities transactions (e.g., exchanges, brokers, custodians are all 

interchangeable).   

▪ SIFMA believes that the same competition and interoperability between service providers 

should also apply to markets in digital commodities that are not securities. 

▪ While service providers may offer multiple services within the stack of pre- and post-trade 

functions, interoperability across different providers needs to be preserved, and platforms 

should not be able to force clients to exclusively transact with a provider across services 

▪ Fungibility of the same class of assets must be preserved.  Digital assets should not be 

chained to a specific service provider or have limitations on their transferability.   

▪ Competition should be based on a choice of service providers; market participants should not 

be locked into a single provider of siloed services. 

 

Retain Securities Trading Regulatory Frameworks Wherever Securities are Traded 

SIFMA recognizes that there may be emerging market structure venues (e.g., a digital ATS) 

offering trading in a range of digital assets.  
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▪ However, securities (whether issued as a digital native or tokenized) have a clearly 

established set of regulatory frameworks governing their trading, and their representation on 

a blockchain does not change the obligations for them to be traded in accordance with these 

regulations.   

▪ For example, Regulation National Market System (“NMS”) securities or tokenized versions of 

them would need to be traded on venues which are compliant with the regulations governing 

trading of these securities in their “traditional” form, and blockchain-based trading of non-

Regulation NMS securities (such as fixed income or OTC securities) would need to be 

compliant with the relevant trading regulations for those products.   

▪ While there may be future models in which SEC registered securities or their tokenized 

representations are traded on venues that also offer trading in non-SEC regulated digital 

products, any venues that offer trading in SEC registered securities would need to comply 

with the relevant trading requirements for those types of securities. 

▪ The self-regulatory organization (“SRO”) structure is critical to providing many investor 

protections in the securities markets (e.g., just and equitable principles of trading, best 

execution, and many other customer protections, such as prohibitions on trading ahead). 

Apply Existing Trading Requirements to Emerging Platforms for Digital Assets 

SIFMA recommends carrying over the core functions of established trading and investor 

protection requirements to any venue trading digital assets that are securities to prevent regulatory 

arbitrage, while allowing for accommodations for novel features of digital asset infrastructure.  

▪ Key protections governing SROs that should apply to trading venues for digital assets that 

are securities (including those venues that also permit trading in non-security digital 

commodities and payment stablecoins) include: fair access requirements; requiring rule 

changes for changes to fees and other key policies; maintaining robust rulebooks; 

transparency in fees; order book transparency; consolidated best bid/offer and last sale 

transparency for equities and listed options. 

▪ While in the securities space not all these SRO requirements apply to ATSs, a higher 

standard must be maintained in any emerging “digital ATS” concept, given the potential role 

of these platforms in aggregating trading in different types of assets and achieving meaningful 

volume in them, the likelihood of potential retail participation, and a potentially key role in 

market structure for these products. 

o This is consistent with current regulations under which ATSs that are above a certain 

threshold of volume lose their exchange exemption and must register as an exchange.  

o Any integration of security and non-security assets on a single platform would need to be 

supported by regulations providing for: Clarity on exchange registration and compliance; 

hybrid custody infrastructure, market surveillance, investor protection, hybrid exchange 

models, smart contract compliance layers, cross-asset custody and clearing standards. 

▪ Examples of trading requirements whose protections should be preserved for venues that 

allow trading of digital securities as well as digital commodities include: 

o The need for an overarching mandate requiring best execution; 
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o Consolidated order books / best bid and offer / last sale reporting needs to be maintained 

for securities where it already exists (e.g., all exist for equities and listed options; trade 

reporting for fixed income securities); 

o Guidance around routing and arbitrage bots and smart contract protocol design; 

o Rules prohibiting front-running, manipulation of miner/maximal extractable value and 

private order flow; 

o Requirements for exchanges to display all limit orders and honor publicly posted prices; 

o Requirements for ATSs and private liquidity arrangements; 

o Rules for Permissioned DLTs to enhance open and equal order access; 

o Guidance to protect displayed prices on the blockchain; 

o Maintaining fair order execution (e.g., price/time priority); 

o Smart contract considerations for best execution and/or fiduciary obligations; and 

o Consistent application of AML / KYC requirements to participants.  

Apply Consistent Oversight Standards for Market Infrastructure SROs 

Any new model for SROs providing market infrastructure (trading or clearance services) should 

meet common minimum standards for governance / transparency.  

▪ To the extent that emerging market structure models are based on new trading or clearing 

SROs, those SROs should have similar levels of oversight and protection to what is required 

today for SROs. 

o For example, it is insufficient to have key market functions handled by SROs who are 

able to make rules through self-certification instead of a notice-and-comment process. 

▪ Any oversight framework for these markets and their supporting infrastructure needs to have 

a structured process for market participants to provide input on rule and process changes 

Recognize the Need for Securities Broker-Dealers to Participate in Non-Security Digital Asset 

Markets to Support Technical and Infrastructure Operations 

To participate in trading in tokenized securities, in most cases, transaction fees to be paid to 

blockchain validators (e.g., “gas fees” to be paid on the Ethereum network) need to be paid in the 

blockchain’s crypto asset (e.g., ETH for Ethereum). Brokers’ ability to participate in this market will hinge 

on their ability to own and deploy these crypto assets.  This needs to be possible without the need for 

additional registrations and should be distinct from registration requirements for firms who are active in 

these markets taking trading positions. This could be handled through de minimus exemptions or other 

safe harbors.   

Direct Retail Participation in Trading Digital Securities Should be Limited 

Established frameworks for SEC-registered securities largely prevent direct retail participation in 

securities trading. These restrictions on direct participation in trading also exist with respect to CFTC-
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regulated commodity futures. We recommend that routing retail trading of both digital securities and, in 

most cases, non-security digital assets through intermediaries be maintained.  

 

IV. Developing a New Legal and Regulatory Frameworks for the Issuance and Trading 

of Digital Commodities and Tokenized Securities 

Development of New Models for the Issuance and Trading of Securities Should Occur 

Through an Open and Transparent Process   

Changes to market structure through new models for the issuance and trading of securities and 

other SEC regulated products are too important to be addressed purely through no action processes or 

exemptive orders. Rather, these structural changes (such as the introduction of new trading and issuance 

models) need to be made through an open and transparent process which allows for comment, oversight 

and broad industry engagement. This should be distinguished from accommodating existing securities 

markets products and processes to blockchain infrastructure, which in many cases can be accomplished 

through modification of existing regulations. 

Definitions for, and Related to, “Security” and “Digital Commodity” are Foundational and 

Should be Carefully and Consistently Defined.  

Definitions should be designed to be broadly inclusive of currently used and likely future 

technology configurations.  

▪ Any legislative exclusions to terms such as “digital commodity” should be assessed 

holistically, with an eye to ensuring they do not leave any products or transactions potentially 

unregulated. 

▪ Application of concepts such as “functional equivalents” should be carefully considered with 

respect to the products they are being compared with to ensure they can be consistently 

applied. 

o For example, there are functional equivalents of many types of swaps, but because the 

swap regime is not guided by substance, but by form, the fact they are functionally 

equivalent does not mean they are regulated as swaps (though they may still be 

regulated in another manner, e.g., as repo transactions, etc.).  

Clear Policy Rationales Must Exist for Excluding a Category from the Regulation of Trading 

Activity or Provision of Trading Structure 

All manner of trading in, and provision of the trading structures for, digital assets should a priori 

be captured under either an existing robust regime (for securities, swaps, futures, etc.) or a future trading 

framework for digital commodities, leaving no room for a further, unregulated, category unless a clear and 

compelling rationale is provided (e.g., for payment stablecoins that may be subject to their own regulatory 

regime).   

▪ For example, there could be a gap created by the exclusion of DeFi in any legislation to the 

extent it currently exempts, among other things, the operation of liquidity pools. 
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▪ Unintended exclusions could also result from inconsistent or imprecise definitions of 

categories of digital assets. 

 

Digital Assets Legislation and Regulatory Modernization Initiatives Should Consider 

Technological Upgrades to Statutory Texts Holistically 

Where legislation or regulation makes updates to account for blockchain technology, it should do 

some in a way which is both comprehensive in terms of entities and activities covered and future proof in 

terms of how technology is defined. This would include definitions of technology that are sufficiently broad 

to cover a range of network and application configurations, and apply changes consistently across 

intermediaries (e.g., brokers, dealers and exchanges, as well as security-based swap dealers, swap 

dealers, and futures commission merchants where appropriate). 

Digital Assets Legislation and Associated Rulemaking Should Include Provisions Governing 

their Cross-Border Application   

Updates to the Commodity Exchange Act and securities laws should include cross-border 

provisions, e.g., for trading in swaps and security-based swaps, which, like digital assets today, had 

already been trading worldwide before regulation of the activity and intermediaries was first undertaken.  

Cross border regulation should also consider what the minimum disclosures relating to tokens initially 

distributed by non-US persons outside the US should be, and how they should evolve as growing activity 

moves the nexus of activity closer to / into the US.  

There Should be Close Coordination in the Development of Rules for Technologically Similar 

Digital Commodity and Digital Asset Securities 

Parallels exist between digital asset securities and digital commodities, e.g., in the manner they 

can be held in custody.  

▪ When the two asset categories share largely the same technological concerns and set up 

choices (e.g., as regards custody, storage, private keys, cold/hot wallets, etc.), the rulesets 

and guidance should as much as possible resemble each other (as has long been argued by 

SIFMA for security-based swaps and swaps).  

▪ Given that one ruleset will be written by the CFTC from scratch based on new legislation 

developed with digital assets in mind, and the other is being modified by the SEC and FINRA 

from existing rules (e.g., 15c3-3) and existing legal texts, the goal should be, to the maximum 

extent possible, to ensure parallel outcomes for technologically parallel circumstances. 

Requirements for Brokers and Dealers Should be Appropriately Tailored 

Requirements for digital asset brokers and dealers should be properly tailored for how these markets 

operate. e.g., disclosure requirements to counterparties are not suitable in markets for exchange-traded 

products.  
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Rulemaking Should Account for Transitional and Hybrid Arrangements   

Rulemaking should reflect the likelihood that there will be a gradual transition towards 

increasingly on-chain models in the securities space. Rules and guidance should be accommodative of 

evolving business and operational models.  

 

* * * 

SIFMA appreciates the Task Force’s consideration of these comments and looks forward to further 

engagement on these and other issues. Please contact Charles De Simone (cdesimone@sifma.org) and 

Peter Ryan (pryan@sifma.org) if you wish to discuss the points raised in this letter further or have any 

questions.  

 

Sincerely, 

 
Kenneth E. Bentsen, Jr. 

CEO and President 

Securities Industry and Financial Markets Association 
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