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Executive Summary 
Stablecoins represent a transformative financial innovation at the intersection of traditional 
finance and blockchain technology. These digital assets, designed to maintain a stable value 
relative to fiat currencies or other reference assets, have emerged as critical infrastructure 
for the digital economy. With over $200 billion in market capitalization and growing 
integration with both traditional and decentralized financial systems, stablecoins demand a 
comprehensive regulatory approach that balances innovation with appropriate safeguards. 

The United States currently maintains a dominant position in the global stablecoin market, 
with USD-denominated stablecoins accounting for over 90% of the total market. This 
position reinforces U.S. dollar primacy in the digital realm and extends American financial 
influence. However, this leadership faces mounting challenges from foreign jurisdictions 
with clearer regulatory frameworks, central bank digital currency initiatives from strategic 
competitors, and private sector innovations with government backing abroad. 



Stablecoins present both significant opportunities and material risks that require thoughtful 
policy responses. They offer unprecedented efficiency in payment systems, enhanced 
financial inclusion, programmable money capabilities, and robust settlement infrastructure 
for digital assets. Simultaneously, they introduce concerns regarding reserve management, 
run risks, consumer protection, financial stability, and illicit finance that must be addressed 
through appropriate regulation. 

This white paper proposes a comprehensive regulatory framework for stablecoins built on 
seven pillars: 

1. Legal Classifications: Clear taxonomy and jurisdictional boundaries for different 
stablecoin types 

2. Reserve Requirements: Robust standards for backing assets, custody, and 
transparency 

3. Operational Resilience: Cybersecurity and business continuity requirements 

4. Consumer Protection: Strong disclosure, redemption rights, and dispute resolution 
mechanisms 

5. Financial Stability Tools: Circuit breakers, systemic risk monitoring, and resolution 
planning 

6. Interoperability Standards: Technical requirements for blockchain and traditional 
finance integration 

7. AML/KYC Compliance: Risk-based approaches to combat illicit finance while 
preserving innovation 

To implement this framework and secure American leadership in digital finance, we 
recommend a three-horizon approach: 

Short-term Actions (0-12 months): - Pass the Stablecoin Innovation and Security Act to 
provide regulatory clarity - Issue coordinated guidance from Treasury and financial 
regulatory agencies - Establish a regulatory sandbox for stablecoin innovation and testing - 
Launch an interagency coordination mechanism for consistent oversight 

Mid-term Priorities (1-3 years): - Develop comprehensive technical standards for 
security and interoperability - Implement international coordination frameworks for cross-
border oversight - Create public-private partnership models for innovation and compliance 
- Establish robust market monitoring mechanisms for emerging risks 

Long-term Vision (3-5 years): - Integrate stablecoin regulation with the evolving digital 
asset ecosystem - Adapt frameworks to emerging technologies including quantum 
computing and AI - Evaluate complementary approaches with potential central bank digital 
currency - Lead global digital currency governance through standard-setting and diplomacy 



The window for establishing U.S. leadership in stablecoin regulation is rapidly closing. 
Strategic competitors are moving quickly to implement comprehensive approaches to 
digital currencies that could challenge dollar dominance if the United States fails to act. By 
implementing the framework outlined in this white paper, policymakers can ensure that 
stablecoins develop in ways that strengthen U.S. financial leadership, promote responsible 
innovation, protect consumers and investors, and enhance national security in the digital 
age. # Introduction and Policy Context 

The Evolution of Digital Money 
The concept of money has continuously evolved throughout human history—from 
commodity-based systems to representative money, fiat currencies, and now digital forms 
of value. Stablecoins represent the latest evolution in this journey, combining the 
technological innovations of blockchain with the stability mechanisms of traditional 
monetary systems. Unlike volatile cryptocurrencies such as Bitcoin or Ethereum, 
stablecoins are specifically designed to maintain a stable value relative to a reference asset, 
typically a fiat currency like the U.S. dollar. 

First introduced in 2014, stablecoins have grown from a niche solution for crypto traders 
seeking to hedge against market volatility into a fundamental infrastructure layer for the 
digital economy. Today, stablecoins facilitate over $5 trillion in annual transaction volume, 
serve as critical on-ramps and off-ramps between traditional and decentralized finance, and 
provide essential liquidity for emerging digital asset markets. 

Current Market Landscape 
The stablecoin market has experienced exponential growth, expanding from less than $5 
billion in total market capitalization in early 2020 to over $200 billion today. This growth 
has been driven by increasing adoption across multiple use cases: 

• Trading and Exchange: Stablecoins serve as base trading pairs on cryptocurrency 
exchanges and provide a stable store of value during market volatility 

• Cross-Border Payments: Businesses and individuals use stablecoins for faster, 
cheaper international transfers 

• Decentralized Finance (DeFi): Stablecoins function as the primary medium of 
exchange and collateral asset in lending, borrowing, and other DeFi protocols 

• Digital Commerce: Merchants increasingly accept stablecoins for goods and services 
in both physical and digital environments 

• Remittances: Migrant workers utilize stablecoins to send money home with lower 
fees and faster settlement 

• Tokenized Asset Markets: Stablecoins provide settlement infrastructure for 
emerging markets in tokenized securities, real estate, and other assets 



The market is currently dominated by a handful of major issuers, with USD-denominated 
stablecoins accounting for approximately 90% of total market capitalization. The largest 
stablecoins by market share include: 

1. Fiat-Collateralized Stablecoins: Backed by reserves of fiat currency and cash 
equivalents (e.g., USDC, USDT) 

2. Crypto-Collateralized Stablecoins: Backed by overcollateralized positions in other 
cryptocurrencies (e.g., DAI) 

3. Algorithmic Stablecoins: Maintain their peg through algorithmic mechanisms that 
adjust supply based on demand 

4. Commodity-Backed Stablecoins: Collateralized by physical assets like gold or other 
precious metals 

5. Hybrid Models: Combine multiple stabilization mechanisms to maintain their value 

The Convergence of Traditional Finance and Blockchain Technology 
Stablecoins sit at the critical intersection of traditional financial systems and blockchain 
technology, creating a bridge between these previously separate domains. This convergence 
is accelerating as major financial institutions, payment providers, and technology 
companies enter the stablecoin market: 

• Banking Institutions: Major banks are developing stablecoin solutions for wholesale 
settlement and exploring retail applications 

• Payment Networks: Traditional payment providers are integrating stablecoin 
capabilities into their existing infrastructure 

• Technology Companies: Large technology firms are incorporating stablecoins into 
their product ecosystems 

• Financial Market Infrastructure: Securities exchanges and clearing organizations are 
exploring stablecoin use for settlement and collateral management 

This convergence creates both opportunities and challenges for regulatory frameworks 
designed for traditional financial services. Stablecoins combine characteristics of multiple 
existing financial instruments—including deposits, securities, commodities, and payment 
systems—while introducing novel technological elements that don’t fit neatly into existing 
regulatory categories. 

U.S. Policy Objectives for Digital Assets 
The United States has articulated several key policy objectives regarding digital assets 
broadly and stablecoins specifically: 



1. Promoting Responsible Innovation: Fostering technological advancement and new 
financial products while ensuring appropriate safeguards 

2. Protecting Consumers and Investors: Ensuring transparency, preventing fraud, and 
maintaining market integrity 

3. Mitigating Financial Stability Risks: Addressing potential systemic risks from digital 
asset markets 

4. Preventing Illicit Finance: Combating money laundering, terrorist financing, and 
sanctions evasion 

5. Reinforcing U.S. Financial Leadership: Maintaining the dollar’s global role and U.S. 
influence in the international financial system 

6. Advancing Financial Inclusion: Expanding access to financial services for 
underserved populations 

7. Ensuring National Security: Preserving tools for economic statecraft and preventing 
adversaries from using digital assets to evade sanctions or surveillance 

These objectives sometimes create tensions that policy must balance. For example, 
promoting innovation may conflict with risk mitigation goals, while privacy considerations 
may create friction with illicit finance prevention. A successful regulatory framework must 
navigate these trade-offs thoughtfully. 

Existing Regulatory Gaps and Challenges 
The current U.S. regulatory landscape for stablecoins is characterized by fragmentation, 
uncertainty, and gaps that create challenges for both innovators and regulators: 

Jurisdictional Ambiguity 
Multiple federal agencies claim jurisdiction over stablecoins based on different aspects of 
their functionality: 

• The Securities and Exchange Commission (SEC) has suggested some stablecoins 
may qualify as securities under the Howey test 

• The Commodity Futures Trading Commission (CFTC) views certain stablecoins as 
commodities subject to its anti-fraud and anti-manipulation authority 

• The Financial Crimes Enforcement Network (FinCEN) regulates stablecoin issuers 
and service providers as money services businesses 

• The Office of the Comptroller of the Currency (OCC) has issued guidance on bank 
involvement in stablecoin activities 

• The Federal Deposit Insurance Corporation (FDIC) has expressed concerns about 
deposit insurance implications 



• The Federal Reserve has highlighted potential monetary policy and financial stability 
implications 

This overlapping jurisdiction creates regulatory uncertainty that hampers innovation and 
market development. 

Inadequate Prudential Standards 
Current regulatory frameworks lack comprehensive prudential standards specifically 
designed for stablecoin issuers, including: 

• Insufficient requirements for reserve composition, management, and disclosure 

• Unclear capital and liquidity standards for issuers 

• Inadequate operational resilience and cybersecurity requirements 

• Limited stress testing and risk management expectations 

Consumer Protection Gaps 
Existing consumer protection frameworks are not fully adapted to stablecoin-specific risks: 

• Unclear redemption rights and processes 

• Inconsistent disclosure requirements 

• Limited dispute resolution mechanisms 

• Inadequate protection of user funds in case of issuer insolvency 

Technical Standards Vacuum 
The lack of technical standards for stablecoins creates interoperability challenges and 
security risks: 

• No common standards for smart contract security 

• Limited guidance on blockchain selection and consensus mechanisms 

• Absence of standardized approaches to oracle risk management 

• Insufficient interoperability requirements between different stablecoin systems 

International Coordination Challenges 
The global nature of stablecoins creates challenges for effective regulation: 

• Regulatory arbitrage opportunities across jurisdictions 

• Inconsistent approaches to supervision and enforcement 

• Limited mechanisms for cross-border information sharing 



• Divergent technical and prudential standards 

Purpose and Scope of this White Paper 
This white paper aims to address these challenges by proposing a comprehensive 
regulatory framework for stablecoins that achieves the following objectives: 

1. Provide Regulatory Clarity: Establish clear jurisdictional boundaries, definitions, and 
requirements for stablecoin issuers and service providers 

2. Ensure Financial Stability: Create robust prudential standards that mitigate systemic 
risks while allowing for innovation 

3. Protect Consumers: Establish strong consumer protection measures tailored to 
stablecoin-specific risks 

4. Prevent Illicit Finance: Implement effective AML/CFT controls without unnecessarily 
hindering legitimate activity 

5. Promote Interoperability: Develop technical standards that enable secure 
integration with both traditional and decentralized financial systems 

6. Maintain U.S. Leadership: Position the United States as the preferred jurisdiction for 
responsible stablecoin innovation 

7. Enable International Coordination: Create a model framework that can inform 
global standards and regulatory harmonization 

The framework addresses all major types of stablecoins, including fiat-collateralized, 
crypto-collateralized, algorithmic, and hybrid models. It covers the full lifecycle of 
stablecoin operations, from issuance and redemption to reserve management, governance, 
and eventual wind-down. The recommendations span legislative action, regulatory 
rulemaking, industry standards, and international coordination efforts. 

By implementing this comprehensive framework, the United States can secure its 
leadership in the rapidly evolving digital asset ecosystem, ensure stablecoins develop in 
ways that benefit the American economy and consumers, and shape global standards for the 
future of digital finance. # Strategic Importance of Stablecoins 

Stablecoins represent far more than just another financial innovation—they constitute a 
strategic asset with profound implications for U.S. economic competitiveness, financial 
influence, and national security. This section examines the multifaceted strategic 
importance of stablecoins across five key dimensions: dollar digitization, payment system 
modernization, financial inclusion, programmable money capabilities, and settlement 
infrastructure. 



Dollar Digitization and U.S. Currency Dominance 

Extension of Dollar Reserve Currency Status 
The U.S. dollar’s position as the world’s primary reserve currency has been a cornerstone of 
American economic power for decades. This status provides significant advantages, 
including lower borrowing costs, reduced exchange rate risk for U.S. businesses, enhanced 
monetary policy effectiveness, and substantial geopolitical leverage. However, this position 
faces growing challenges from both traditional competitors and new digital alternatives. 

Stablecoins—particularly those denominated in U.S. dollars—represent a powerful 
mechanism for extending and reinforcing dollar dominance in the digital age. By creating 
blockchain-based representations of the dollar that can move seamlessly across borders 
without requiring traditional banking infrastructure, USD stablecoins effectively expand the 
dollar’s reach into previously underserved markets and emerging digital ecosystems. 

The numbers tell a compelling story: USD stablecoins account for over 90% of the global 
stablecoin market, with a combined market capitalization exceeding $200 billion. This 
represents a form of “synthetic dollarization” occurring outside traditional banking 
channels, as users worldwide choose dollar-denominated digital assets for transactions, 
savings, and as a store of value. 

Reinforcement of U.S. Financial Influence 
Beyond simply extending the dollar’s reach, stablecoins can reinforce broader U.S. financial 
influence through several mechanisms: 

1. Financial Infrastructure Adoption: USD stablecoins drive the adoption of U.S.-
developed or U.S.-compatible financial infrastructure, standards, and practices 
globally. 

2. Market Intelligence: Properly regulated stablecoin networks can provide 
unprecedented visibility into global financial flows, enhancing U.S. ability to detect 
illicit finance and monitor economic trends. 

3. Sanctions Effectiveness: Dollar-denominated stablecoins can strengthen the 
effectiveness of U.S. sanctions by extending compliance requirements into 
decentralized financial systems. 

4. Financial System Integration: As stablecoins become more integrated with 
traditional financial infrastructure, they create additional channels for U.S. monetary 
policy transmission and financial influence. 

Competition with Foreign CBDCs 
The strategic importance of stablecoins is further highlighted by the accelerating global race 
to develop Central Bank Digital Currencies (CBDCs). China has already launched the digital 
yuan (e-CNY) with explicit goals of increasing the renminbi’s international usage and 
reducing dependence on dollar-based payment systems. The European Central Bank is 



advancing the digital euro, while over 100 countries representing more than 95% of global 
GDP are exploring CBDCs. 

In this context, USD stablecoins serve as a market-driven counterweight to foreign CBDCs, 
maintaining dollar relevance in digital finance without requiring direct government 
issuance of a digital dollar. They provide many of the efficiency benefits of CBDCs while 
leveraging private sector innovation and avoiding some of the privacy and centralization 
concerns associated with central bank issuance. 

The relationship between stablecoins and a potential U.S. CBDC is not necessarily 
competitive—they can be complementary components of a comprehensive digital dollar 
strategy. However, in the absence of a U.S. CBDC, properly regulated private stablecoins 
represent the primary vehicle for maintaining dollar dominance in the face of foreign digital 
currency initiatives. 

Payment System Modernization 

24/7/365 Settlement Capabilities 
The U.S. payment system, despite significant advances, still operates with substantial 
limitations. Most domestic bank transfers cannot be completed on weekends or holidays, 
while the Federal Reserve’s FedNow service, though a step forward, has seen limited 
adoption. International transfers through correspondent banking networks often take days 
to settle and lack transparency. 

Stablecoins fundamentally transform this paradigm by enabling truly continuous, 24/7/365 
settlement. Transactions can be initiated and completed within minutes at any time, 
regardless of banking hours or holidays. This continuous operation aligns payment systems 
with the reality of a global, always-on digital economy where commerce never sleeps. 

The operational implications are significant: 

• Business Efficiency: Companies can optimize cash management with real-time 
settlement rather than waiting days for funds to clear 

• Liquidity Management: Financial institutions can reduce liquidity buffers needed to 
manage settlement delays 

• Crisis Response: Economic stimulus or emergency payments can be distributed 
instantly, even during weekends or holidays 

• Market Functionality: Financial markets can operate more continuously with 
reduced settlement risk 

Reduction in Cross-Border Friction and Costs 
Cross-border payments represent one of the most friction-filled aspects of the current 
financial system. The average cost of sending remittances globally remains around 6% of 



the transaction value, with corridors to some developing regions exceeding 10%. 
Settlement typically takes 2-5 days, and tracking capabilities are limited. 

Stablecoins dramatically reduce this friction through several mechanisms: 

1. Direct Settlement: Stablecoins enable direct settlement between parties without 
requiring multiple intermediaries, reducing both costs and time 

2. Unified Infrastructure: A single stablecoin can operate across multiple countries on 
the same technical infrastructure, eliminating the need for complex interbank 
arrangements 

3. Transparent Fees: Stablecoin transaction fees are typically transparent and 
predictable, unlike the often opaque fee structures in traditional cross-border 
payments 

4. Reduced Currency Conversion: USD stablecoins can serve as a bridge currency, 
reducing the need for multiple currency conversions in cross-border transactions 

The economic impact is substantial: if stablecoins reduced global remittance costs from the 
current average of 6% to 2%, it would save developing economies approximately $30 
billion annually—funds that could be directed toward education, healthcare, and economic 
development. 

Integration with Legacy Financial Infrastructure 
The strategic value of stablecoins is further enhanced by their increasing integration with 
traditional financial infrastructure. Rather than creating a parallel system that competes 
with existing financial networks, stablecoins increasingly serve as a complementary layer 
that enhances traditional systems: 

• Banking Integration: Major banks are developing capabilities to custody, transfer, 
and settle transactions using stablecoins 

• Payment Network Adoption: Traditional payment networks are incorporating 
stablecoin capabilities into their existing infrastructure 

• Corporate Treasury Operations: Businesses are beginning to incorporate stablecoins 
into treasury operations for more efficient cash management 

• Capital Markets Applications: Financial institutions are exploring stablecoin use for 
securities settlement and collateral management 

This integration creates a powerful multiplier effect, allowing the efficiency benefits of 
stablecoins to enhance rather than replace existing financial infrastructure. 



Financial Inclusion and Access 

Banking Services for Underserved Populations 
Despite significant progress in financial inclusion, approximately 1.4 billion adults globally 
remain unbanked, including over 5% of U.S. households. Traditional banking expansion is 
constrained by physical infrastructure requirements, compliance costs, and profitability 
challenges in serving low-income or remote populations. 

Stablecoins offer a promising alternative path to financial inclusion by dramatically 
reducing the infrastructure requirements for basic financial services: 

1. Minimal Technical Requirements: Basic stablecoin functionality requires only a 
smartphone and internet connection, not physical bank branches 

2. Lower Cost Structure: The digital nature of stablecoins enables financial service 
provision at a fraction of traditional banking costs 

3. Reduced Minimum Thresholds: Stablecoins can economically support much smaller 
transaction sizes than traditional banking 

4. Identity Alternatives: Stablecoin systems can potentially incorporate alternative 
forms of identification for those lacking traditional documentation 

For the unbanked and underbanked, stablecoins can provide essential financial services 
including secure value storage, payment capabilities, and eventually access to basic credit 
and savings products. 

Reduction in Remittance Costs 
Remittances represent a critical financial lifeline for many developing economies, with 
global flows exceeding $600 billion annually. However, the high costs of traditional 
remittance channels disproportionately impact the most vulnerable populations. 

Stablecoins can dramatically reduce these costs through disintermediation and technical 
efficiency. Early implementations have demonstrated cost reductions of 50-80% compared 
to traditional remittance channels, while also increasing speed and transparency. This 
efficiency translates directly into more money reaching families in need. 

Global Access to Dollar-Denominated Assets 
In many countries with unstable local currencies or capital controls, citizens have limited 
access to dollar-denominated assets that could protect their savings from inflation or 
currency devaluation. Traditional dollar access typically requires a U.S. bank account or 
expensive conversion services. 

USD stablecoins democratize access to dollar stability, allowing anyone with internet access 
to hold a digital asset that tracks the dollar’s value. This capability is particularly valuable in 
countries experiencing high inflation or currency controls, where stablecoins can serve as a 
crucial store of value for ordinary citizens. 



Programmable Money and Financial Innovation 

Smart Contract Integration 
Perhaps the most transformative aspect of stablecoins is their programmability through 
integration with smart contracts—self-executing agreements with the terms directly 
written into code. This capability transforms money from a passive medium of exchange 
into an active, programmable system that can automate complex financial arrangements. 

Smart contract integration enables stablecoins to perform functions that are difficult or 
impossible with traditional money: 

• Conditional Payments: Funds that only transfer when predefined conditions are met 

• Scheduled Transactions: Automatic execution of payments at specified times 

• Multi-Signature Requirements: Transactions requiring approval from multiple 
parties 

• Escrow Arrangements: Trustless holding of funds pending condition fulfillment 

• State-Dependent Behavior: Money that behaves differently based on external 
conditions 

These capabilities dramatically expand the functionality of money itself, enabling new 
business models and financial arrangements that were previously impractical. 

Conditional Payments and Escrow 
Traditional escrow arrangements require trusted third parties, involve manual processes, 
and typically incur significant costs. Stablecoins combined with smart contracts can 
automate escrow functionality, creating “programmable escrow” that executes 
automatically when conditions are verified. 

Applications include: 

1. Real Estate Transactions: Automatic release of funds when title transfer is confirmed 

2. E-commerce: Funds held until delivery confirmation, reducing fraud 

3. Service Agreements: Payment release tied to verification of service completion 

4. International Trade: Automated payment upon customs clearance or shipping 
confirmation 

This functionality reduces counterparty risk, lowers transaction costs, and enables trustless 
commerce between parties without established relationships. 



Automated Compliance and Reporting 
Stablecoins can embed compliance functions directly into the transfer mechanism itself—a 
concept known as “compliance by design.” This approach fundamentally transforms the 
compliance paradigm from post-transaction monitoring to pre-transaction verification: 

• Automated Sanctions Screening: Transactions can be programmatically checked 
against sanctions lists before execution 

• Built-in Travel Rule Compliance: Required counterparty information can be 
automatically transmitted with transactions 

• Programmable Transaction Limits: Transfer restrictions based on user verification 
level can be enforced at the protocol level 

• Automated Regulatory Reporting: Transaction data can be formatted and submitted 
to authorities without manual intervention 

This embedded compliance can simultaneously strengthen regulatory effectiveness while 
reducing compliance costs—a rare win-win in financial regulation. 

Settlement Infrastructure for Digital Assets 

Tokenized Securities and Real-World Assets 
The tokenization of traditional assets—representing ownership of securities, real estate, 
commodities, and other assets on blockchain networks—is accelerating rapidly. Boston 
Consulting Group estimates that tokenized assets could reach $16 trillion by 2030. This 
emerging market requires appropriate settlement infrastructure. 

Stablecoins serve as the essential settlement layer for these tokenized asset markets: 

1. Payment vs. Delivery: Stablecoins enable atomic settlement where asset transfer and 
payment occur simultaneously 

2. Fractional Ownership: The divisibility of stablecoins supports transactions in 
tokenized assets with very small minimum investments 

3. 24/7 Market Operation: Stablecoins allow tokenized asset markets to operate 
continuously without banking hour limitations 

4. Programmable Compliance: Stablecoins can integrate with compliance mechanisms 
for regulated securities 

Without stablecoins, tokenized asset markets would face significant friction in settlement 
processes, undermining many of the efficiency benefits of tokenization itself. 

Atomic Settlement and Reduced Counterparty Risk 
Traditional financial settlement involves significant counterparty risk during the gap 
between transaction agreement and final settlement—a risk highlighted by failures like 



those of Lehman Brothers and FTX. Stablecoins enable atomic settlement where the 
exchange of assets occurs in a single, indivisible transaction, eliminating settlement gaps. 

This capability dramatically reduces counterparty risk in financial transactions: 

• No Settlement Failure: Either the entire transaction completes or none of it does 

• Elimination of Settlement Delays: No time gap between asset delivery and payment 

• Reduced Need for Intermediaries: Direct settlement between parties without 
clearing organizations 

• Lower Systemic Risk: Reduced interconnected counterparty exposures across the 
financial system 

As financial markets increasingly adopt atomic settlement capabilities, stablecoins will 
serve as a critical enabler of this risk-reducing transformation. 

Liquidity for Decentralized Finance 
Decentralized Finance (DeFi) has emerged as one of the most innovative areas in financial 
technology, with over $100 billion in total value locked across lending, trading, derivatives, 
and insurance protocols. Stablecoins serve as the primary source of liquidity and unit of 
account in these systems. 

Stablecoins perform several essential functions in DeFi: 

1. Collateral Assets: Stablecoins serve as the primary collateral for lending and 
derivative protocols 

2. Trading Pairs: Most DeFi trading activity occurs against stablecoin pairs 

3. Yield Generation: Stablecoins are the primary asset used for yield farming and 
liquidity provision 

4. Risk Management: Stablecoins provide a stable unit of account for assessing protocol 
performance 

The strategic importance of this role cannot be overstated—stablecoins effectively serve as 
the “reserve currency” of the decentralized financial system, much as the dollar serves this 
function in traditional global finance. 

Conclusion: Stablecoins as Critical Financial Infrastructure 
The strategic importance of stablecoins extends far beyond their role as merely another 
financial product or service. They represent critical infrastructure for the digital economy 
with implications for U.S. economic competitiveness, financial influence, and national 
security. 



As digital assets continue to grow in importance, stablecoins will increasingly serve as the 
bridge between traditional and decentralized finance, the settlement layer for tokenized 
assets, and the extension of dollar dominance into the digital realm. Their programmability 
opens entirely new possibilities for financial services, while their efficiency can dramatically 
improve payment systems and financial inclusion. 

Given these strategic implications, developing an appropriate regulatory framework for 
stablecoins is not merely a technical exercise in financial regulation—it is a national 
strategic imperative with significant consequences for America’s economic future and 
global leadership position. The following sections outline a comprehensive approach to 
achieving this objective. # Current Regulatory Landscape 

The regulatory environment for stablecoins remains fragmented and evolving, with 
significant variations across jurisdictions. This section examines the current regulatory 
approaches in the United States and key international markets, highlighting both progress 
and remaining gaps that inform our policy recommendations. 

United States 
The U.S. regulatory landscape for stablecoins is characterized by a patchwork of 
overlapping authorities, interpretive guidance, and enforcement actions rather than a 
comprehensive framework specifically designed for these assets. 

Federal Regulatory Approaches 

Securities and Exchange Commission (SEC) 
The SEC has taken the position that some stablecoins may qualify as securities under the 
Howey test, particularly those that: - Rely on investment of funds in a common enterprise - 
Create reasonable expectations of profits derived from the efforts of others - Use 
investment of reserve assets to generate returns that benefit token holders 

SEC Chair Gary Gensler has repeatedly signaled that stablecoins may function as “notes” or 
“investment contracts” subject to securities laws, especially when: - Reserve assets generate 
yield that benefits the issuer - Redemption rights are limited or restricted - The value 
stabilization mechanism relies on active management 

The SEC has pursued enforcement actions against certain algorithmic stablecoin projects, 
arguing that their token mechanisms constituted unregistered securities offerings. 
However, the Commission has not issued formal rulemaking or definitive guidance 
specifically addressing stablecoins. 

Commodity Futures Trading Commission (CFTC) 
The CFTC has asserted that many stablecoins qualify as “commodities” under the 
Commodity Exchange Act, giving the agency: - Anti-fraud and anti-manipulation authority 
over stablecoin spot markets - Comprehensive regulatory authority over stablecoin 
derivatives markets - Enforcement jurisdiction against market manipulation 



The CFTC has been particularly active in cases involving misrepresentations about 
stablecoin reserves or market manipulation affecting stablecoin prices. The agency has 
advocated for expanded authority to regulate cash markets for digital assets, including 
stablecoins. 

Financial Crimes Enforcement Network (FinCEN) 
FinCEN regulates stablecoin issuers and service providers as money services businesses 
(MSBs) under the Bank Secrecy Act, requiring: - Registration with FinCEN - Implementation 
of anti-money laundering (AML) programs - Customer identification and verification 
procedures - Suspicious activity reporting - Recordkeeping for transactions above certain 
thresholds 

In 2023, FinCEN clarified that stablecoin issuers qualify as money transmitters regardless of 
their organizational structure or whether they operate through smart contracts, 
decentralized protocols, or traditional corporate entities. 

Office of the Comptroller of the Currency (OCC) 
The OCC has issued several interpretive letters addressing national bank and federal 
savings association participation in stablecoin activities: - Interpretive Letter 1172 (2020): 
Authorized national banks to hold reserves for stablecoin issuers - Interpretive Letter 1174 
(2021): Permitted banks to use stablecoins for payment activities - Interpretive Letter 1179 
(2021): Clarified that previous authorizations require a non-objection from OCC 
supervisors 

These letters established that properly managed stablecoin activities are permissible for 
federally chartered banks, though subject to safety and soundness requirements and 
appropriate risk management. 

Federal Deposit Insurance Corporation (FDIC) 
The FDIC has focused primarily on deposit insurance implications of stablecoins, including: 
- Clarifying that stablecoins themselves are not eligible for deposit insurance - Prohibiting 
misrepresentations about deposit insurance coverage - Issuing cease and desist letters to 
entities making false claims about FDIC protection - Providing guidance on pass-through 
deposit insurance for reserve accounts 

In 2022, the FDIC issued an advisory stating that misrepresentations about deposit 
insurance coverage for stablecoins constitute violations of the Federal Deposit Insurance 
Act. 

Federal Reserve 
The Federal Reserve has emphasized potential monetary policy and financial stability 
implications of stablecoins, particularly: - Potential for stablecoin runs to create financial 
stability risks - Implications for monetary policy transmission if stablecoins gain significant 
adoption - Concerns about reserve management practices and transparency - Potential 
disintermediation of the banking system 



The Federal Reserve’s 2022 report on stablecoins highlighted the need for prudential 
standards, including capital and liquidity requirements, and suggested that stablecoin 
issuance should be limited to insured depository institutions. 

State-Level Regulatory Initiatives 

New York Department of Financial Services (NYDFS) 
New York has established the most comprehensive state-level regulatory framework for 
stablecoins through its BitLicense regime and subsequent guidance: - Requires licensure for 
stablecoin issuers operating in New York - Established reserve requirements (high-quality, 
short-term assets) - Mandates monthly attestations of reserve adequacy - Requires 
independent audits of reserve assets - Specifies redemption rights for stablecoin holders 

The NYDFS framework has become a de facto standard for regulated stablecoin issuers, 
with several major issuers obtaining BitLicenses and conforming to these requirements. 

State Money Transmitter Laws 
Most states regulate stablecoin issuers and service providers under existing money 
transmitter laws, which typically require: - State-by-state licensing - Maintenance of surety 
bonds - Minimum net worth requirements - Permissible investment restrictions for funds 
held - Regular examinations and reporting 

This state-by-state approach creates significant compliance burdens, as each state has 
different requirements, application processes, and ongoing obligations. 

Congressional Proposals 
Several legislative proposals addressing stablecoins have been introduced in Congress, 
though none have been enacted: 

Stablecoin Innovation and Security Act 
This bipartisan bill would: - Create a federal regulatory framework for “payment 
stablecoins” - Authorize national banks and credit unions to issue stablecoins - Establish a 
state-based regulatory pathway with OCC oversight - Require 100% reserve backing with 
high-quality liquid assets - Mandate regular attestations and audits of reserves - Specify 
consumer protection provisions and redemption rights 

Financial Innovation and Technology for the 21st Century Act 
This broader digital asset bill includes stablecoin provisions that would: - Define “payment 
stablecoins” as a distinct asset class - Establish disclosure requirements for issuers - Create 
a federal registration framework - Specify reserve and redemption requirements - Preempt 
certain state laws for registered issuers 

Clarity for Payment Stablecoins Act 
This House Financial Services Committee bill would: - Create a federal framework for 
“payment stablecoins” - Require 100% reserve backing with cash and Treasury securities - 



Establish a federal licensing system for non-bank issuers - Mandate monthly public 
disclosure of reserves - Specify redemption rights and consumer protections 

Treasury Guidance 
The U.S. Treasury Department has issued several reports and recommendations on 
stablecoins: 

President’s Working Group Report (2021) 
This interagency report recommended: - Limiting stablecoin issuance to insured depository 
institutions - Establishing federal oversight for stablecoin issuers - Requiring 100% reserve 
backing with high-quality assets - Implementing restrictions on commercial entity 
affiliation - Addressing concerns about concentration of economic power 

Treasury Reports on Digital Assets (2022-2023) 
These reports emphasized: - The need for comprehensive federal legislation - Risks to 
financial stability from unregulated stablecoins - Importance of payment system integrity 
and consumer protection - International coordination on regulatory approaches - Potential 
benefits for cross-border payments and financial inclusion 

Global Approaches 
Regulatory approaches to stablecoins vary significantly across jurisdictions, with some 
countries establishing comprehensive frameworks while others rely on existing regulations 
or case-by-case determinations. 

European Union (MiCA Framework) 
The Markets in Crypto-Assets (MiCA) regulation, which takes full effect in December 2024, 
establishes the most comprehensive regulatory framework for stablecoins globally: 

E-Money Tokens (EMTs) 
Stablecoins referenced to a single fiat currency are regulated as EMTs, requiring: - 
Authorization from national competent authorities - 100% reserve backing with secure, 
low-risk assets - Segregation of reserve assets from issuer’s assets - Redemption rights at 
par value at all times - Prohibition on paying interest to token holders - Regular audits and 
disclosure of reserve composition 

Asset-Referenced Tokens (ARTs) 
Stablecoins referenced to multiple currencies, commodities, or other assets are regulated as 
ARTs, with: - More stringent capital requirements (minimum 3% of reserve assets) - 
Mandatory liquidity management policies - Stress testing requirements - Limitations on 
reserve asset types - Orderly redemption and wind-down procedures - Enhanced 
supervision for “significant” ARTs 

Algorithmic Stablecoins 
MiCA explicitly excludes algorithmic stablecoins that maintain stability without being 
backed by reference assets, creating a potential regulatory gap. 



Singapore (Payment Services Act) 
Singapore regulates stablecoins under its Payment Services Act, with specific provisions for 
“digital payment tokens” and “e-money”: 

• Stablecoins pegged to the Singapore dollar are regulated as e-money 

• Other stablecoins may be regulated as digital payment tokens 

• The Monetary Authority of Singapore (MAS) issued specific stablecoin guidelines in 
2023 

• Requirements include 100% reserve backing, daily reserve management, monthly 
attestations, and independent audits 

• Redemption at par value must be available within five business days 

• Capital requirements of at least 10% of outstanding tokens or S$1 million, whichever is 
higher 

Japan (Payment Services Act Amendments) 
Japan has amended its Payment Services Act to specifically address stablecoins: 

• Stablecoin issuance is limited to licensed banks, trust companies, and registered 
money transfer agents 

• 100% reserve requirement in cash, deposits, or similar assets 

• Mandatory segregation of user funds 

• Redemption rights at face value 

• Regular reporting and audit requirements 

• AML/CFT obligations for issuers and intermediaries 

Switzerland (FINMA Stablecoin Guidelines) 
The Swiss Financial Market Supervisory Authority (FINMA) has issued specific guidance on 
stablecoins: 

• Classification based on the underlying assets (currencies, commodities, real estate, 
securities) 

• Banking license requirement for stablecoins backed by currencies or commodities 

• Securities license requirement for stablecoins backed by securities 

• Additional requirements based on specific risk profile and design 

• Case-by-case determination for algorithmic stablecoins 



• Enhanced requirements for “systemically important” stablecoins 

United Kingdom (HM Treasury Approach) 
The UK is implementing a regulatory framework for stablecoins through: 

• Amendments to the Financial Services and Markets Act 

• Extension of existing e-money and payment regulations to cover stablecoins 

• Bank of England oversight for “systemic” stablecoin arrangements 

• Financial Conduct Authority (FCA) regulation of consumer-facing activities 

• Requirements for 100% backing with high-quality liquid assets 

• Mandatory redemption rights and consumer protection measures 

International Organizations 
Several international organizations have developed standards and recommendations for 
stablecoin regulation: 

Financial Stability Board (FSB) 
The FSB has issued comprehensive recommendations for global stablecoin arrangements: 

• Application of the “same business, same risks, same rules” principle 

• Comprehensive governance frameworks for issuers 

• Risk management requirements for reserve assets 

• Redemption rights and procedures 

• Cyber resilience and operational standards 

• Recovery and resolution planning 

• Cross-border cooperation mechanisms 

Financial Action Task Force (FATF) 
FATF guidance on virtual assets and virtual asset service providers applies to stablecoins: 

• Application of the travel rule to stablecoin transfers 

• Risk-based approach to AML/CFT controls 

• Customer due diligence requirements 

• Suspicious transaction monitoring and reporting 

• Preventive measures for sanctions compliance 



• Registration or licensing of service providers 

Bank for International Settlements (BIS) 
The BIS has conducted extensive research on stablecoins, highlighting: 

• Potential risks to monetary sovereignty and financial stability 

• Implications for payment system efficiency and integrity 

• Relationship between stablecoins and CBDCs 

• Need for cross-border regulatory coordination 

• Importance of technological neutrality in regulation 

G7/G20 Working Groups 
These international forums have emphasized: 

• The need for consistent global standards 

• Concerns about “global stablecoins” with systemic footprints 

• Importance of addressing regulatory arbitrage 

• Potential benefits for cross-border payments efficiency 

• Relationship between stablecoins and broader digital asset regulation 

Regulatory Gaps and Challenges 
Despite significant progress in developing regulatory frameworks, several important gaps 
and challenges remain: 

Jurisdictional Fragmentation 
The lack of clear jurisdictional boundaries between regulatory agencies creates uncertainty 
for market participants and potential for conflicting requirements. 

Algorithmic Stablecoin Treatment 
Many regulatory frameworks explicitly exclude or inadequately address algorithmic 
stablecoins that maintain stability through mechanisms other than asset backing. 

DeFi Integration 
Existing frameworks struggle to address stablecoins that operate through decentralized 
protocols without traditional legal entities as issuers. 

Cross-Border Oversight 
The global nature of stablecoins creates challenges for effective supervision and 
enforcement across jurisdictional boundaries. 



Technical Standards 
Most regulatory frameworks lack specific technical standards for smart contract security, 
blockchain selection, and interoperability. 

Regulatory Arbitrage 
Inconsistent approaches across jurisdictions create opportunities for regulatory arbitrage, 
with issuers potentially relocating to less stringent jurisdictions. 

Conclusion: The Need for a Comprehensive U.S. Framework 
The current regulatory landscape for stablecoins is characterized by fragmentation, 
uncertainty, and gaps that create challenges for both innovators and regulators. While some 
jurisdictions have made significant progress in developing comprehensive frameworks, the 
United States—despite hosting the largest stablecoin market—lacks a coherent approach. 

This regulatory uncertainty threatens U.S. leadership in digital asset innovation and creates 
risks for consumers, investors, and the broader financial system. A comprehensive U.S. 
regulatory framework for stablecoins would provide clarity for market participants, protect 
against potential risks, and position the United States to shape global standards. 

The following sections outline the specific risks and opportunities presented by stablecoins 
and propose a detailed regulatory framework to address these challenges while promoting 
responsible innovation. # Risks and Opportunities 

Stablecoins present a complex mix of risks and opportunities that must be carefully 
balanced in any regulatory framework. This section examines the technical, financial, and 
geopolitical dimensions of stablecoins to provide a comprehensive assessment of their 
potential benefits and challenges. 

Technical Risks 

Smart Contract Vulnerabilities 
Stablecoins that operate on blockchain networks typically rely on smart contracts—self-
executing code that automates key functions such as issuance, redemption, and transfers. 
These smart contracts present several potential vulnerabilities: 

1. Code Flaws: Programming errors or logical flaws in smart contract code can lead to 
unexpected behaviors, including: 

– Unauthorized token creation 

– Blocked redemptions 

– Frozen transfers 

– Theft of collateral assets 

2. Upgrade Risks: Many stablecoin protocols include mechanisms to upgrade their 
smart contracts, which can introduce: 



– Centralization risks if upgrade authority is concentrated 

– Compatibility issues between versions 

– Potential for malicious upgrades if governance is compromised 

3. Composability Challenges: Stablecoins often interact with other protocols in complex 
ways, creating: 

– Unexpected interactions between different smart contracts 

– Cascading failures across interconnected systems 

– Attack vectors through dependent protocols 

The history of stablecoins includes several significant smart contract incidents, such as the 
bZx protocol exploitation that affected DAI positions and the Solana wormhole bridge hack 
that impacted USDC on that network. These incidents highlight the importance of rigorous 
security practices, including formal verification, comprehensive auditing, and gradual 
deployment with appropriate testing. 

Oracle Dependencies and Failures 
Many stablecoins rely on oracles—systems that provide external data to blockchain 
networks—for critical functions such as: - Price feeds for collateral assets - Interest rate 
information - Exchange rate data for pegged currencies - Reserve attestation data 

These oracle dependencies create several risks: 

1. Manipulation Attacks: Oracles can be manipulated through market actions, 
particularly in illiquid markets, leading to: 

– Artificial triggering of liquidations 

– Improper valuation of collateral 

– Exploitation of flash loan attacks 

2. Technical Failures: Oracle systems can experience technical failures, including: 

– Delayed updates during high volatility 

– Network congestion preventing timely data 

– Software bugs in oracle implementations 

3. Centralization Risks: Many oracle systems rely on centralized data providers or 
limited validator sets, creating: 

– Single points of failure 



– Potential for censorship 

– Governance risks 

The 2020 “Black Thursday” event in the Maker protocol, which affected the DAI stablecoin, 
demonstrated how oracle failures during periods of extreme market volatility can lead to 
cascading liquidations and significant system stress. 

Blockchain Security and Consensus Risks 
Stablecoins inherit the security properties and limitations of their underlying blockchain 
networks, which present several risks: 

1. 51% Attacks: Blockchains with insufficient security may be vulnerable to majority 
attacks that could: 

– Reverse transactions 

– Censor specific transfers 

– Double-spend tokens 

2. Network Congestion: During periods of high demand, blockchain networks may 
experience: 

– Delayed transaction confirmation 

– Elevated transaction fees 

– Temporary inability to process redemptions 

3. Fork Risks: Blockchain networks occasionally undergo forks (splits in the network), 
creating: 

– Duplicate tokens across chains 

– Confusion about the “official” version 

– Potential for replay attacks 

4. Validator Concentration: Many blockchain networks have concentrated validator 
sets, leading to: 

– Potential for collusion 

– Geographic or jurisdictional vulnerabilities 

– Systemic risks from validator failures 



The 2020 Ethereum network congestion during market volatility demonstrated how 
blockchain limitations can affect stablecoin functionality, with some users unable to adjust 
positions or process transactions in a timely manner. 

Interoperability Challenges 
As stablecoins increasingly operate across multiple blockchain networks, they face 
significant interoperability challenges: 

1. Bridge Vulnerabilities: Cross-chain bridges that connect different networks have 
been frequent targets for attacks, with over $2 billion lost to bridge exploits since 
2021. 

2. Inconsistent Standards: Different blockchains implement token standards 
differently, creating: 

– Compatibility issues 

– Unexpected behaviors across chains 

– Integration challenges for wallets and applications 

3. Fragmented Liquidity: When a stablecoin exists across multiple chains, liquidity 
becomes fragmented, potentially leading to: 

– Price discrepancies between versions 

– Reduced efficiency in cross-chain transfers 

– Increased vulnerability to localized attacks 

4. Governance Complexity: Managing a stablecoin across multiple chains creates 
governance challenges: 

– Coordinating upgrades across different implementations 

– Managing chain-specific risks 

– Ensuring consistent user experience 

The 2022 Nomad bridge hack, which affected multiple stablecoins including USDC, 
highlighted the security challenges of cross-chain implementations and the potential for 
contagion across ecosystems. 

Financial Risks 

Reserve Management and Investment Risks 
Stablecoins backed by reserve assets face several risks related to those reserves: 



1. Asset Quality Risks: The quality and liquidity of reserve assets directly affect a 
stablecoin’s stability: 

– Commercial paper may face liquidity constraints during market stress 

– Corporate bonds may experience credit quality deterioration 

– Bank deposits may be subject to counterparty risk 

2. Duration Mismatch: Stablecoins offer instant redemption while some reserve assets 
may have longer maturities, creating: 

– Liquidity pressures during redemption spikes 

– Potential for fire sales of assets 

– Interest rate risk if assets must be sold before maturity 

3. Concentration Risk: Reserve assets may be concentrated in specific: 

– Asset classes 

– Issuers or counterparties 

– Custodians or banking partners 

– Geographic regions or jurisdictions 

4. Yield Generation Pressures: Competitive pressures may encourage stablecoin 
issuers to seek higher yields on reserves through: 

– Riskier assets 

– Longer duration investments 

– Complex financial structures 

– Lending or rehypothecation 

The collapse of Terra/Luna in 2022 demonstrated the catastrophic consequences of 
inadequate or improperly structured reserves, while concerns about Tether’s reserve 
composition have periodically created market stress. 

Run Risks and Redemption Pressures 
Stablecoins are potentially vulnerable to run dynamics similar to those affecting money 
market funds or banks: 

1. Coordination Problems: If users believe others will redeem their tokens, they have 
incentives to redeem first, creating self-reinforcing redemption cascades. 



2. Information Asymmetry: Lack of transparency about reserves can exacerbate runs, 
as users cannot distinguish between rumors and genuine problems. 

3. Redemption Friction: During periods of stress, redemption mechanisms may face: 

– Blockchain congestion 

– Processing delays 

– Elevated gas fees 

– Potential suspension of redemptions 

4. Contagion Effects: Problems with one stablecoin can spread to others through: 

– Market psychology 

– Shared infrastructure 

– Common reserve assets or custodians 

– Algorithmic arbitrage relationships 

The March 2023 banking crisis demonstrated how stablecoins can face significant 
redemption pressure during periods of financial stress, with USDC temporarily losing its 
peg following the collapse of Silicon Valley Bank, where some of its reserves were held. 

Market Concentration and Systemic Importance 
The stablecoin market shows significant concentration, with the top three issuers 
accounting for over 90% of market capitalization: 

1. Too-Big-to-Fail Dynamics: As stablecoins grow in size and interconnectedness, they 
may become systemically important, creating: 

– Implicit government backstop expectations 

– Moral hazard in risk-taking 

– Potential for taxpayer exposure 

2. Market Power Concerns: Dominant stablecoin issuers may gain significant market 
power, potentially leading to: 

– Reduced competition 

– Higher fees or reduced service quality 

– Barriers to entry for new issuers 



3. Operational Criticality: As stablecoins become essential infrastructure for digital 
asset markets, operational issues can have widespread effects: 

– Trading disruptions 

– Settlement failures 

– Liquidity freezes 

– Cascading market impacts 

4. Regulatory Arbitrage: Large issuers may have resources to engage in sophisticated 
regulatory arbitrage: 

– Complex corporate structures 

– Cross-jurisdictional operations 

– Novel legal arrangements 

The market reaction to concerns about Tether in 2021 demonstrated how issues with a 
dominant stablecoin can create broader market instability, affecting cryptocurrency prices 
and trading volumes across the ecosystem. 

Disintermediation of Traditional Banking 
Widespread stablecoin adoption could potentially disintermediate traditional banking in 
several ways: 

1. Deposit Substitution: Stablecoins may serve as alternatives to bank deposits, 
potentially: 

– Reducing bank funding sources 

– Increasing funding costs for banks 

– Shifting deposits to less regulated entities 

2. Credit Allocation Impacts: If significant financial activity shifts to stablecoin systems: 

– Traditional bank lending channels may be disrupted 

– Credit allocation may become less connected to monetary policy 

– New forms of credit creation may emerge in less regulated spaces 

3. Banking Model Evolution: Banks may need to evolve their business models: 

– Greater reliance on wholesale funding 

– Shift toward fee-based services 



– Integration of stablecoin capabilities 

4. Financial Inclusion Trade-offs: While stablecoins may increase access to basic 
financial services, they may reduce access to credit for some populations if traditional 
banking relationships are weakened. 

The growth of USD Coin (USDC) to over $50 billion in circulation demonstrates the potential 
scale of this disintermediation, though current stablecoin reserves are often held within the 
banking system. 

Geopolitical Considerations 

Digital Currency Competition with China and EU 
Stablecoins exist within a broader context of international digital currency competition: 

1. China’s Digital Yuan: China has aggressively developed and deployed its central bank 
digital currency (e-CNY) with explicit goals of: 

– Reducing dependence on U.S.-controlled payment systems 

– Promoting RMB internationalization 

– Creating alternatives to SWIFT and dollar-based settlement 

– Enhancing surveillance capabilities 

2. European Digital Euro: The European Central Bank is advancing its digital euro 
project with objectives including: 

– Reinforcing monetary sovereignty 

– Reducing dependence on non-European payment providers 

– Creating a digital alternative to the dollar 

– Promoting European values in digital finance 

3. Strategic Implications: This competition has significant implications: 

– Dollar-denominated stablecoins can reinforce U.S. currency dominance 

– Regulatory approaches to stablecoins affect U.S. competitiveness 

– Technical standards for stablecoins influence global digital finance architecture 

4. First-Mover Advantages: Early leaders in digital currency deployment may gain 
advantages in: 

– Setting technical standards 



– Establishing network effects 

– Influencing regulatory norms 

– Building strategic partnerships 

The rapid growth of China’s e-CNY, with over 260 million users and integration with major 
platforms like WeChat, demonstrates the scale and pace of this competition. 

Sanctions Effectiveness and Enforcement 
Stablecoins have significant implications for economic sanctions, a key tool of U.S. foreign 
policy: 

1. Sanctions Evasion Risks: Stablecoins could potentially be used to evade sanctions 
through: 

– Pseudonymous transactions 

– Cross-border transfers outside traditional banking channels 

– Integration with mixing services or privacy technologies 

– Operation through decentralized protocols 

2. Enhanced Enforcement Capabilities: Properly regulated stablecoins could 
strengthen sanctions enforcement through: 

– Programmable compliance 

– Enhanced transaction monitoring 

– Improved coordination between issuers and authorities 

– Transparent on-chain transaction records 

3. Jurisdictional Challenges: The global nature of stablecoins creates enforcement 
challenges: 

– Determining applicable jurisdiction for transactions 

– Coordinating across multiple regulatory authorities 

– Addressing non-compliant issuers in permissive jurisdictions 

– Managing decentralized protocols without clear legal entities 

4. Strategic Adaptation: The U.S. sanctions regime will need to adapt to maintain 
effectiveness: 

– Developing new monitoring capabilities 



– Training specialized enforcement personnel 

– Creating new international coordination mechanisms 

– Evolving legal frameworks for digital asset sanctions 

The U.S. Treasury’s sanctions against Tornado Cash in 2022 demonstrated both the 
potential for using stablecoins in sanctions evasion and the technical capabilities for 
monitoring and enforcement in the digital asset space. 

Financial Surveillance Capabilities 
Stablecoins create both challenges and opportunities for financial intelligence: 

1. Enhanced Visibility: Public blockchain transactions offer unprecedented visibility 
into financial flows: 

– Complete transaction history 

– Network analysis capabilities 

– Pattern recognition opportunities 

– Real-time monitoring potential 

2. Privacy Concerns: This visibility creates significant privacy implications: 

– Potential for surveillance overreach 

– Chilling effects on legitimate financial activity 

– Competitive intelligence risks for businesses 

– Personal financial privacy erosion 

3. Technological Countermeasures: Privacy-enhancing technologies are evolving in 
response: 

– Zero-knowledge proofs 

– Confidential transactions 

– Mixing services 

– Layer 2 privacy solutions 

4. Balance of Power Shifts: The surveillance implications of stablecoins could shift 
power dynamics: 

– Between governments and citizens 



– Among different government agencies 

– Between financial institutions and customers 

– Among nations with different technical capabilities 

The ability to track the movement of sanctioned funds on public blockchains, as 
demonstrated in several high-profile cases involving North Korean hackers, illustrates both 
the surveillance capabilities and the cat-and-mouse dynamic in this space. 

Global Financial Stability Implications 
Stablecoins could affect global financial stability in several ways: 

1. New Transmission Channels: Stablecoins create new channels for financial 
contagion: 

– Cross-border transmission of shocks 

– Rapid propagation through automated systems 

– New interconnections between traditional and digital finance 

– Potential for novel forms of financial crisis 

2. Monetary Policy Challenges: Widespread stablecoin adoption could affect: 

– Central bank control over money supply 

– Monetary policy transmission mechanisms 

– Interest rate effectiveness 

– Currency substitution in vulnerable economies 

3. International Coordination Requirements: Effective oversight will require: 

– Enhanced information sharing 

– Coordinated regulatory approaches 

– Crisis management protocols 

– Joint supervision of global stablecoin arrangements 

4. Financial Architecture Evolution: Stablecoins may contribute to broader evolution 
of the international financial architecture: 

– New settlement mechanisms 

– Alternative reserve arrangements 



– Changed roles for international financial institutions 

– Shifts in currency hierarchy 

The International Monetary Fund has identified global stablecoins as a potential source of 
systemic risk requiring coordinated oversight, particularly for emerging market economies 
vulnerable to currency substitution. 

Innovation Opportunities 

Efficiency Gains in Payment Systems 
Stablecoins offer significant potential for payment system efficiency: 

1. Cost Reduction: Stablecoins can reduce payment costs through: 

– Disintermediation of multiple parties in transaction chains 

– Automated reconciliation and settlement 

– Reduced need for liquidity buffers 

– Lower compliance costs through programmable compliance 

2. Speed Improvements: Transaction settlement can be accelerated: 

– From days to minutes for cross-border transfers 

– From next-day to instant for domestic payments 

– Continuous 24/7/365 operation 

– Elimination of clearing delays 

3. Accessibility Enhancements: Stablecoins can improve payment system accessibility: 

– Lower technical barriers to entry for new providers 

– Reduced minimum economic transaction sizes 

– Easier integration through open APIs and standards 

– Greater geographic reach 

4. Transparency Benefits: Blockchain-based systems offer enhanced transparency: 

– End-to-end transaction tracking 

– Immutable audit trails 

– Reduced disputes through shared ledgers 



– Improved risk management through better data 

The World Bank estimates that stablecoin-based remittance systems could reduce costs by 
50-80% compared to traditional channels, potentially saving developing economies billions 
of dollars annually. 

New Financial Products and Services 
Stablecoins enable innovative financial products that were previously impractical: 

1. Micropayments: The low transaction costs of some stablecoin implementations 
enable: 

– Pay-per-use business models 

– Micro-tipping for content 

– Granular service pricing 

– Machine-to-machine micropayments 

2. Programmable Money: Smart contract integration allows for: 

– Conditional payments based on external events 

– Automated escrow arrangements 

– Self-executing financial agreements 

– Time-locked or rate-limited transfers 

3. Continuous Markets: 24/7 operation enables: 

– Always-on trading venues 

– Real-time settlement of securities 

– Continuous interest accrual 

– Dynamic pricing models 

4. Embedded Finance: Stablecoins facilitate embedding financial services into non-
financial applications: 

– In-app payment capabilities 

– Contextual financial services 

– Integrated cross-border functionality 

– Programmable business logic with financial components 



The growth of decentralized finance protocols built on stablecoin infrastructure 
demonstrates the potential for innovation, with over $100 billion in total value locked 
across lending, trading, derivatives, and insurance applications. 

Reduced Costs for Cross-Border Transactions 
Cross-border payments represent a particularly promising use case for stablecoins: 

1. Correspondent Banking Alternatives: Stablecoins can reduce reliance on 
correspondent banking networks: 

– Direct settlement between parties 

– Elimination of nostro/vostro accounts 

– Reduced intermediary fees 

– Faster settlement finality 

2. FX Efficiency: Currency exchange can be more efficient through: 

– Competitive and transparent pricing 

– Reduced spread in currency pairs 

– Automated best execution 

– Continuous liquidity 

3. Small Value Transfers: Stablecoins are particularly beneficial for smaller transfers: 

– Remittances become economically viable at lower values 

– Flat fee structures are replaced by proportional costs 

– Minimum transfer amounts can be significantly reduced 

– Previously excluded populations gain access 

4. Business Payment Improvements: Cross-border business payments benefit from: 

– Enhanced tracking and reconciliation 

– Integrated invoice and payment data 

– Reduced errors and investigations 

– Better cash flow management 



The Bank for International Settlements estimates that cross-border payment costs could be 
reduced by up to 60% through new technologies including stablecoins, potentially saving 
the global economy over $100 billion annually. 

Enhanced Transparency and Auditability 
Blockchain-based stablecoins offer unprecedented transparency: 

1. Reserve Verification: Public blockchains enable new approaches to reserve 
verification: 

– Real-time reserve attestations 

– Cryptographic proof of reserves 

– Independent verification by users 

– Automated compliance monitoring 

2. Transaction Traceability: The public nature of blockchain transactions allows: 

– Complete transaction history 

– Enhanced AML monitoring capabilities 

– Better fraud detection 

– Improved market surveillance 

3. Regulatory Visibility: Regulators can gain enhanced visibility: 

– Aggregate flow analysis 

– Early warning indicators of market stress 

– Network analysis capabilities 

– Data-driven policy development 

4. User Empowerment: Users gain greater insight into: 

– Payment status and history 

– Fee structures and costs 

– Service provider practices 

– System health and performance 



Circle’s monthly attestations of USDC reserves and Paxos’s real-time reserve dashboard 
demonstrate how stablecoins can establish new standards for financial transparency that 
exceed traditional financial products. 

Balancing Risks and Opportunities 
The diverse risks and opportunities presented by stablecoins require a balanced regulatory 
approach that: 

1. Mitigates Material Risks: Addresses the most significant threats to financial stability, 
consumer protection, and market integrity 

2. Preserves Innovation Benefits: Maintains the efficiency, accessibility, and 
functionality advantages of stablecoins 

3. Adapts to Evolution: Remains flexible enough to accommodate rapid technological 
change and market development 

4. Promotes Competition: Ensures a level playing field that allows new entrants and 
prevents excessive concentration 

5. Enhances U.S. Competitiveness: Positions the United States as a leader in digital 
asset innovation while maintaining appropriate safeguards 

The following sections outline a comprehensive regulatory framework designed to achieve 
this balance, addressing each risk category while preserving the innovative potential of 
stablecoins. # Full Stablecoin Regulatory Framework 

This section outlines a comprehensive regulatory framework for stablecoins designed to 
mitigate risks while preserving innovation benefits. The framework is structured around 
seven interconnected pillars that together address the full spectrum of regulatory 
considerations. 

Legal Classifications 

Taxonomy of Stablecoin Types 
A clear taxonomy is essential for appropriate regulation. We propose classifying stablecoins 
into the following categories: 

1. Payment Stablecoins: Designed primarily as payment instruments and stores of value 

– Fiat-referenced (single currency) 

– Multi-currency baskets 

– Commodity-referenced 

2. Algorithmic Stablecoins: Maintain stability through algorithmic mechanisms rather 
than direct asset backing 



– Rebase mechanisms 

– Seigniorage shares 

– Hybrid models with partial backing 

3. Yield-Bearing Stablecoins: Generate returns for holders through reserve 
management 

– Interest-distributing models 

– Rebasing yield models 

– Tokenized money market funds 

4. Tokenized Deposits: Direct representations of bank deposits 

– Bank-issued tokens 

– Tokenized deposit receipts 

– Wrapped bank deposits 

This classification system determines the applicable regulatory requirements, with different 
standards for each category based on their risk profiles and use cases. 

Regulatory Perimeter and Jurisdictional Clarity 
To address the current fragmentation in oversight, we propose the following jurisdictional 
framework: 

1. Primary Federal Regulator: 

– Payment stablecoins: Office of the Comptroller of the Currency (OCC) for bank 
issuers; a new federal supervisor within Treasury for non-bank issuers 

– Yield-bearing stablecoins: Securities and Exchange Commission (SEC) 

– Tokenized deposits: Federal banking regulators (OCC, Federal Reserve, FDIC) 

– Algorithmic stablecoins: Commodity Futures Trading Commission (CFTC) 

2. Complementary Authorities: 

– FinCEN: AML/CFT compliance for all stablecoin issuers and service providers 

– Federal Reserve: Systemic risk oversight for significant stablecoin 
arrangements 

– CFPB: Consumer protection aspects across all categories 



– FTC: Unfair or deceptive practices 

3. State Role: 

– State banking regulators: Supervision of state-chartered bank issuers 

– State securities regulators: Enforcement authority for securities violations 

– State money transmitter regulators: Licensing of non-bank payment stablecoin 
issuers under a federal standards framework 

This approach provides clear primary authority while ensuring appropriate complementary 
oversight from specialized regulators. 

Registration and Licensing Requirements 
All stablecoin issuers would be subject to registration and licensing requirements: 

1. Bank Pathway: 

– National banks and federal savings associations: OCC approval 

– State-chartered banks: State approval with Federal Reserve membership or 
FDIC insurance 

– Requirements include: capital adequacy, liquidity standards, risk management 
systems, and operational resilience 

2. Non-Bank Pathway: 

– Federal registration with Treasury-designated supervisor 

– Compliance with prudential standards comparable to those for banks 

– Requirements include: capital requirements, liquidity standards, governance 
structures, and operational resilience 

– Optional federal charter preempting state-by-state licensing 

3. Registration Process: 

– Initial application with comprehensive documentation 

– Regulatory review period (90-120 days) 

– Conditional approval with testing period 

– Full approval upon demonstration of compliance 

4. Ongoing Supervision: 



– Regular examinations (annual or risk-based) 

– Continuous monitoring of key metrics 

– Periodic renewal of licenses/registrations 

– Material change approvals 

Entity-Based vs. Activity-Based Regulation 
The framework balances entity-based and activity-based approaches: 

1. Entity-Based Components: 

– Prudential requirements for issuers 

– Governance standards 

– Capital and liquidity requirements 

– Resolution planning 

2. Activity-Based Components: 

– Functional requirements for stablecoin arrangements regardless of issuer type 

– Consistent standards for similar activities across different entities 

– Technology-neutral requirements focused on outcomes 

– Interoperability standards 

3. Hybrid Approach Benefits: 

– Comprehensive coverage of risks 

– Reduced regulatory arbitrage opportunities 

– Flexibility to accommodate innovation 

– Consistent consumer protections 

This balanced approach ensures that similar activities face similar requirements while 
recognizing the importance of entity-level oversight for prudential concerns. 

Reserve Requirements 

Eligible Reserve Assets and Composition 
Payment stablecoins should maintain 100% reserve backing with high-quality liquid assets: 

1. Tier 1 Assets (minimum 60% of reserves): 



– Cash held at Federal Reserve banks 

– Treasury bills with remaining maturity of 3 months or less 

– Overnight reverse repurchase agreements collateralized by Treasury securities 

2. Tier 2 Assets (maximum 40% of reserves): 

– Treasury securities with remaining maturity of 12 months or less 

– Agency securities with remaining maturity of 12 months or less 

– Deposits at FDIC-insured banks (subject to concentration limits) 

3. Prohibited Assets: 

– Commercial paper 

– Corporate bonds 

– Municipal securities 

– Cryptocurrencies 

– Loans or other credit instruments 

– Structured products 

4. Diversification Requirements: 

– Maximum 20% exposure to any single counterparty 

– Geographic diversification of banking partners 

– Maturity ladder requirements to ensure liquidity 

– Stress testing for concentration risks 

These requirements ensure that stablecoin reserves remain highly liquid and low-risk, 
capable of supporting redemptions even during market stress. 

Custody and Segregation Standards 
Reserve assets must be properly custodied and segregated: 

1. Qualified Custodians: 

– Federal Reserve accounts (where eligible) 

– FDIC-insured banks 

– Limited-purpose trust companies 



– Qualified custodians under SEC rules 

2. Segregation Requirements: 

– Legal segregation from issuer’s operational assets 

– Bankruptcy-remote structures 

– Trust arrangements for benefit of token holders 

– Clear documentation of ownership rights 

3. Multi-Signature Controls: 

– Multiple authorization requirements for reserve transfers 

– Hardware security modules for cryptographic keys 

– Time-locked transactions for large movements 

– Independent verification of significant transfers 

4. Insurance Requirements: 

– Appropriate insurance coverage for custody risks 

– Third-party liability coverage 

– Cyber insurance 

– Crime coverage 

These standards protect reserve assets from issuer insolvency, operational failures, and 
security breaches. 

Liquidity Requirements and Stress Testing 
Stablecoin issuers must maintain robust liquidity management: 

1. Liquidity Coverage: 

– Minimum 30% of reserves in assets convertible to cash within 24 hours 

– Additional 30% convertible within 7 days 

– Remaining 40% convertible within 30 days 

– Liquidity facilities or committed lines of credit as supplementary resources 

2. Stress Testing Requirements: 

– Quarterly stress tests under multiple scenarios 



– Severe redemption scenarios (30% in 24 hours, 50% in 7 days) 

– Market disruption scenarios 

– Operational failure scenarios 

– Combined stress scenarios 

3. Contingency Funding Plans: 

– Documented procedures for liquidity shortfalls 

– Pre-established relationships with liquidity providers 

– Clear escalation procedures 

– Communication protocols for stress events 

4. Regulatory Reporting: 

– Monthly liquidity reports to regulators 

– Immediate notification of liquidity metric breaches 

– Post-stress test remediation plans 

– Annual review of liquidity management framework 

These requirements ensure stablecoin issuers can meet redemption demands even under 
stressed conditions. 

Investment Restrictions and Risk Limits 
Reserve management must operate within strict parameters: 

1. Interest Rate Risk Limits: 

– Maximum weighted average maturity of 60 days 

– Maximum weighted average life of 120 days 

– Duration limits to control interest rate sensitivity 

– Stress testing for interest rate shocks 

2. Credit Risk Restrictions: 

– Minimum credit quality standards for all investments 

– Prohibition on speculative investments 

– Counterparty exposure limits 



– Regular credit quality monitoring 

3. Operational Risk Controls: 

– Separation of duties in investment management 

– Independent risk management function 

– Regular audits of investment activities 

– Documented investment procedures 

4. Transparency Requirements: 

– Public disclosure of investment policies 

– Regular reporting of portfolio composition 

– Independent verification of compliance 

– Disclosure of material changes to investment approach 

These restrictions prevent reserve managers from taking inappropriate risks in search of 
yield. 

Operational Resilience 

Cybersecurity Standards and Best Practices 
Stablecoin arrangements must implement robust cybersecurity measures: 

1. Security Architecture: 

– Defense-in-depth approach 

– Network segmentation 

– Encryption of sensitive data 

– Secure key management systems 

– Hardware security modules for cryptographic operations 

2. Access Controls: 

– Multi-factor authentication 

– Principle of least privilege 

– Privileged access management 

– Regular access reviews 



– Biometric authentication for critical functions 

3. Threat Monitoring: 

– 24/7 security operations center 

– Advanced threat detection systems 

– Behavioral analytics 

– Threat intelligence integration 

– Automated alerting and response 

4. Testing Requirements: 

– Regular penetration testing (at least semi-annually) 

– Vulnerability scanning (at least monthly) 

– Red team exercises (at least annually) 

– Code security reviews 

– Smart contract audits by multiple independent firms 

These standards protect against unauthorized access, data breaches, and other cyber 
threats. 

Business Continuity and Disaster Recovery 
Stablecoin issuers must maintain comprehensive business continuity capabilities: 

1. Resilient Infrastructure: 

– Geographic distribution of operations 

– Multiple redundant systems 

– Diverse network connectivity 

– Alternative processing sites 

– Cloud-based resilience options 

2. Recovery Time Objectives: 

– Critical functions: 2 hours or less 

– Important functions: 4 hours or less 

– Non-critical functions: 24 hours or less 



– Regular testing of recovery capabilities 

3. Data Protection: 

– Comprehensive backup strategy 

– Immutable transaction records 

– Off-site data storage 

– Regular recovery testing 

– Data integrity verification 

4. Crisis Management: 

– Documented crisis response procedures 

– Regular simulation exercises 

– Clear roles and responsibilities 

– Communication protocols 

– Coordination with external stakeholders 

These requirements ensure continuous operation even during significant disruptions. 

Technology Risk Management 
Stablecoin issuers must implement comprehensive technology risk management: 

1. Change Management: 

– Formal approval processes for system changes 

– Testing requirements before implementation 

– Rollback capabilities 

– Phased deployment for critical changes 

– Post-implementation reviews 

2. Smart Contract Governance: 

– Formal verification of critical contracts 

– Multiple independent audits 

– Upgrade mechanisms with appropriate controls 



– Time-locked implementation of changes 

– Bug bounty programs 

3. Blockchain Selection Criteria: 

– Security track record 

– Decentralization characteristics 

– Performance capabilities 

– Governance structures 

– Regulatory compliance features 

4. Development Standards: 

– Secure development lifecycle 

– Code review requirements 

– Quality assurance processes 

– Documentation standards 

– Developer security training 

These practices reduce the risk of technology failures and vulnerabilities. 

Third-Party Service Provider Oversight 
Stablecoin arrangements often rely on third-party service providers, requiring robust 
oversight: 

1. Due Diligence Requirements: 

– Comprehensive initial assessment 

– Regular reassessment (at least annually) 

– Financial stability evaluation 

– Technical capability assessment 

– Compliance program review 

2. Contractual Safeguards: 

– Clear performance standards 

– Right to audit provisions 



– Data protection requirements 

– Business continuity obligations 

– Termination and transition provisions 

3. Ongoing Monitoring: 

– Regular performance reviews 

– Compliance attestations 

– Independent audits 

– Service level agreement monitoring 

– Incident reporting requirements 

4. Concentration Risk Management: 

– Identification of critical service providers 

– Contingency plans for provider failure 

– Alternative provider arrangements where feasible 

– Regular testing of transition capabilities 

These requirements ensure that reliance on third parties does not create unmanaged risks. 

Consumer Protection 

Disclosure Requirements and Transparency 
Stablecoin issuers must provide clear and comprehensive disclosures: 

1. Basic Disclosures (prominently displayed in plain language): 

– Nature of the stablecoin and how it maintains stability 

– Reserve composition and management 

– Redemption rights and procedures 

– Fees and charges 

– Risks to stability 

2. Reserve Transparency: 

– Monthly attestations by independent accountants 



– Quarterly reserve composition reports 

– Annual comprehensive audits 

– Real-time proof-of-reserves where technically feasible 

– Immediate disclosure of material changes 

3. Operational Transparency: 

– Clear explanation of how the stablecoin functions 

– Transaction finality conditions 

– Processing timeframes 

– Service interruption notifications 

– Incident disclosure requirements 

4. Marketing Standards: 

– Prohibition on misleading claims 

– Clear risk disclosures 

– No guarantees of stability without adequate backing 

– Accurate descriptions of regulatory status 

– Transparent fee disclosures 

These requirements ensure users have accurate information to make informed decisions. 

Redemption Rights and Processes 
Stablecoin holders must have clear redemption rights: 

1. Redemption Guarantees: 

– Right to redeem at par value 

– Maximum redemption timeframe (T+1 for normal conditions) 

– Clear procedures for redemption requests 

– Multiple redemption channels where feasible 

– Prohibition on arbitrary redemption suspensions 

2. Fee Transparency: 



– Clear disclosure of any redemption fees 

– Reasonable fee structures 

– Prohibition on punitive redemption fees 

– Advance notice of fee changes 

– Fee caps for retail redemptions 

3. Redemption Minimums: 

– Reasonable minimum redemption amounts 

– Alternative redemption options for small holders 

– Prohibition on discriminatory minimums 

– Clear disclosure of minimums 

– Justification for any minimum thresholds 

4. Extraordinary Circumstances: 

– Defined conditions for redemption suspensions 

– Regulatory notification requirements 

– Public disclosure of suspension reasons 

– Maximum suspension periods 

– Orderly resumption procedures 

These rights ensure that stablecoins remain redeemable under normal conditions while 
providing appropriate safeguards for extraordinary circumstances. 

Complaint Handling and Dispute Resolution 
Stablecoin issuers must maintain robust complaint handling systems: 

1. Complaint Mechanisms: 

– Multiple channels for submitting complaints 

– Clear timeframes for acknowledgment (24 hours) 

– Maximum resolution timeframes (15 days) 

– Escalation procedures for complex cases 

– Regular reporting to management and regulators 



2. Record Keeping: 

– Comprehensive complaint logs 

– Documentation of resolution steps 

– Analysis of complaint patterns 

– Remediation of systemic issues 

– Retention of records for at least 5 years 

3. Independent Review: 

– Internal audit of complaint handling 

– Periodic regulatory examination 

– Third-party assessment of processes 

– User satisfaction monitoring 

– Public reporting of aggregate complaint data 

4. Dispute Resolution: 

– Clear procedures for unresolved complaints 

– Independent ombudsman or arbitration options 

– Reasonable fees for dispute resolution 

– Binding resolution mechanisms 

– Regulatory oversight of fairness 

These systems ensure that users have recourse when problems arise. 

Marketing and Advertising Standards 
Stablecoin issuers must adhere to responsible marketing practices: 

1. Accuracy Requirements: 

– Truthful representation of features and benefits 

– No misleading stability claims 

– Clear risk disclosures 

– Accurate description of regulatory status 



– Transparent fee disclosures 

2. Target Audience Considerations: 

– Appropriate risk warnings based on complexity 

– No targeting of vulnerable populations 

– Educational content for new users 

– Clear distinction between investment and payment products 

– Responsible social media practices 

3. Prohibited Practices: 

– No guarantees of investment returns 

– No comparison to insured bank deposits without clear distinctions 

– No misleading statements about backing or reserves 

– No false claims about regulatory approval 

– No deceptive stability guarantees 

4. Regulatory Review: 

– Pre-approval of major marketing campaigns 

– Regular review of marketing materials 

– Monitoring of third-party promoters 

– Enforcement against misleading marketing 

– Coordination with consumer protection agencies 

These standards prevent deceptive marketing that could harm consumers. 

Financial Stability Tools 

Circuit Breakers and Redemption Gates 
Stablecoin arrangements must include mechanisms to manage stress scenarios: 

1. Graduated Circuit Breakers: 

– Triggered by specific market conditions or redemption volumes 

– Temporary slowdown of redemptions beyond certain thresholds 



– Partial redemption options during stress 

– Regulatory notification requirements 

– Transparent disclosure to users 

2. Redemption Gates: 

– Limited, pre-defined circumstances for implementation 

– Maximum duration specifications 

– Regulatory approval requirements 

– Public disclosure obligations 

– Orderly resumption procedures 

3. Liquidity Fees: 

– Graduated fee structure based on market conditions 

– Proceeds used to enhance liquidity 

– Clear triggers and calculation methodology 

– Advance disclosure to users 

– Regulatory oversight of implementation 

4. Implementation Governance: 

– Independent risk committee approval 

– Regulatory consultation requirements 

– Board-level oversight 

– Public transparency about decision-making 

– Post-implementation review 

These tools provide orderly mechanisms for managing redemption pressure while 
maintaining transparency. 

Systemic Risk Monitoring and Reporting 
Significant stablecoin arrangements must participate in systemic risk monitoring: 

1. Regular Reporting Requirements: 

– Daily reserve balances and composition 



– Weekly transaction volumes and patterns 

– Monthly redemption activity 

– Quarterly stress test results 

– Annual comprehensive risk assessment 

2. Early Warning Indicators: 

– Unusual redemption patterns 

– Secondary market price deviations 

– Liquidity metric changes 

– Significant reserve composition shifts 

– Operational incident indicators 

3. Market Monitoring: 

– Secondary market trading analysis 

– Correlation with broader market stress 

– Interconnections with other financial institutions 

– Cross-border flow monitoring 

– DeFi ecosystem dependencies 

4. Regulatory Information Sharing: 

– Coordinated monitoring across agencies 

– International supervisory cooperation 

– Joint stress testing for systemic issuers 

– Crisis management coordination 

– Regular systemic risk assessment 

This monitoring enables early identification of emerging risks. 

Recovery and Resolution Planning 
Significant stablecoin issuers must develop comprehensive recovery and resolution plans: 

1. Recovery Planning: 



– Identification of severe stress scenarios 

– Escalation procedures and triggers 

– Capital and liquidity recovery options 

– Business continuity arrangements 

– Communication protocols 

2. Resolution Planning: 

– Orderly wind-down procedures 

– Identification of critical functions 

– Maintenance of operations during resolution 

– Protection of user assets 

– Data access and transfer capabilities 

3. Living Wills: 

– Detailed mapping of legal entities and operations 

– Identification of operational dependencies 

– Financial resources for resolution 

– Key personnel for resolution execution 

– Cross-border considerations 

4. Testing and Updates: 

– Annual testing of recovery capabilities 

– Regular simulation exercises 

– Independent review of plans 

– Updates following material changes 

– Regulatory assessment and feedback 

These plans ensure that stablecoin arrangements can recover from severe stress or wind 
down in an orderly manner. 

Coordination with Macroprudential Authorities 
Stablecoin oversight must be integrated with broader financial stability frameworks: 



1. Institutional Arrangements: 

– Representation in Financial Stability Oversight Council 

– Coordination with Federal Reserve financial stability function 

– Integration with Treasury market monitoring 

– International coordination through FSB 

– Regular joint risk assessment 

2. Information Sharing: 

– Standardized data reporting formats 

– Automated supervisory data collection 

– Real-time monitoring capabilities 

– Cross-agency data sharing agreements 

– International information exchange 

3. Coordinated Policy Development: 

– Joint rulemaking where appropriate 

– Harmonized supervisory approaches 

– Consistent stress testing methodologies 

– Aligned enforcement strategies 

– Coordinated crisis response planning 

4. Macroprudential Tools: 

– Countercyclical reserve requirements 

– Systemic risk buffer requirements 

– Activity restrictions during stress periods 

– Coordinated circuit breaker implementation 

– System-wide stress testing 

This coordination ensures consistent oversight and effective response to systemic risks. 



Interoperability and Security Standards 

Technical Standards for Blockchain Integration 
Stablecoin arrangements should adhere to technical standards that promote security and 
interoperability: 

1. Token Standards: 

– Compliance with established token standards (e.g., ERC-20, ERC-1400) 

– Implementation of security extensions 

– Support for metadata and compliance information 

– Standardized interfaces for wallets and applications 

– Backward compatibility requirements 

2. Smart Contract Security: 

– Formal verification for critical functions 

– Comprehensive test coverage 

– Known vulnerability prevention 

– Secure upgrade mechanisms 

– Emergency pause functionality 

3. Blockchain Selection Criteria: 

– Security track record assessment 

– Decentralization characteristics 

– Performance capabilities 

– Governance evaluation 

– Regulatory compliance features 

4. Implementation Requirements: 

– Code audits by multiple independent firms 

– Open source publication of non-sensitive code 

– Bug bounty programs 

– Regular security updates 



– Deprecation procedures for vulnerable versions 

These standards ensure secure and consistent implementation across platforms. 

Cross-Chain Communication Protocols 
As stablecoins increasingly operate across multiple blockchains, standards for cross-chain 
functionality are essential: 

1. Bridge Security Requirements: 

– Multi-signature authorization 

– Threshold cryptography 

– Decentralized validator networks 

– Fraud proof mechanisms 

– Insurance or reserve requirements 

2. Standardized Messaging: 

– Common message formats 

– Verification standards 

– Receipt confirmation 

– Error handling protocols 

– Replay protection 

3. Liquidity Standards: 

– Minimum liquidity requirements for bridges 

– Concentration risk limits 

– Stress testing for cross-chain liquidity 

– Circuit breakers for abnormal conditions 

– Reserve backing for in-transit tokens 

4. Governance Requirements: 

– Clear responsibility for cross-chain implementations 

– Transparent upgrade processes 

– Security incident response procedures 



– Coordinated vulnerability disclosure 

– Regular security assessments 

These standards reduce the risks associated with cross-chain operations. 

Security Requirements for Smart Contracts 
Smart contracts that manage stablecoin functionality must meet rigorous security 
standards: 

1. Development Practices: 

– Formal specification before implementation 

– Test-driven development 

– Comprehensive test coverage 

– Static and dynamic analysis 

– Peer code review 

2. Audit Requirements: 

– Multiple independent audits 

– Different methodologies and tools 

– Complete scope coverage 

– Public disclosure of audit reports 

– Remediation verification 

3. Upgrade Mechanisms: 

– Secure proxy patterns 

– Time-locked implementation 

– Multi-signature authorization 

– Transparent governance processes 

– Emergency response capabilities 

4. Monitoring and Maintenance: 

– Continuous monitoring for suspicious activity 

– Regular security reassessment 



– Deprecation of vulnerable versions 

– Bug bounty programs 

– Incident response planning 

These requirements reduce the risk of smart contract vulnerabilities. 

API Standards for Traditional Finance Integration 
Stablecoins must provide standardized interfaces for integration with traditional financial 
systems: 

1. Core API Functions: 

– Account creation and management 

– Transaction initiation and confirmation 

– Balance and transaction history 

– Redemption processing 

– Compliance data access 

2. Security Requirements: 

– Strong authentication (OAuth 2.0, FIDO) 

– End-to-end encryption 

– Rate limiting and abuse prevention 

– Audit logging 

– Penetration testing 

3. Performance Standards: 

– Response time requirements 

– Availability targets (99.9%+) 

– Scalability provisions 

– Capacity planning 

– Stress testing 

4. Documentation Requirements: 

– Comprehensive API documentation 



– Reference implementations 

– Testing environments 

– Change management processes 

– Deprecation policies 

These standards facilitate secure and reliable integration with existing financial 
infrastructure. 

AML/KYC & Compliance Alignment 

Risk-Based Approach to Customer Due Diligence 
Stablecoin issuers and service providers must implement risk-based customer due 
diligence: 

1. Tiered Verification Levels: 

– Basic tier: Limited functionality with simplified verification 

– Standard tier: Full functionality with comprehensive verification 

– Enhanced tier: Higher limits with advanced verification 

– Institutional tier: Specialized requirements for business users 

2. Verification Methods: 

– Document verification (government ID) 

– Biometric verification 

– Address verification 

– Source of funds verification 

– Enhanced due diligence for high-risk customers 

3. Risk Assessment Framework: 

– Customer risk factors 

– Geographic risk factors 

– Product and service risk factors 

– Delivery channel risk factors 

– Transaction pattern risk factors 



4. Ongoing Monitoring: 

– Periodic review based on risk level 

– Transaction monitoring calibrated to risk 

– Trigger events for additional verification 

– Changes in risk profile assessment 

– Suspicious activity identification 

This approach balances security with accessibility and efficiency. 

Transaction Monitoring Requirements 
Stablecoin arrangements must implement robust transaction monitoring: 

1. Monitoring Systems: 

– Real-time screening capabilities 

– Pattern recognition algorithms 

– Machine learning for anomaly detection 

– Network analysis capabilities 

– Integration with external intelligence 

2. Alert Generation: 

– Typology-based detection scenarios 

– Threshold-based alerts 

– Behavioral analytics 

– Peer group analysis 

– Cross-product monitoring 

3. Investigation Processes: 

– Clear escalation procedures 

– Investigation documentation requirements 

– Case management systems 

– Quality assurance reviews 



– Feedback loops for system improvement 

4. Technology Requirements: 

– Scalable architecture for high transaction volumes 

– Configurable rule sets 

– False positive reduction capabilities 

– Audit trails for all decisions 

– Regular effectiveness testing 

These systems identify potentially suspicious activity for further investigation. 

Suspicious Activity Reporting 
Stablecoin issuers and service providers must maintain effective suspicious activity 
reporting: 

1. Filing Requirements: 

– Timely submission to FinCEN (SAR within 30 days) 

– Complete and accurate information 

– Narrative development standards 

– Supporting documentation 

– Continued activity reporting 

2. Internal Processes: 

– Clear decision-making authority 

– Documentation standards 

– Quality control procedures 

– Management oversight 

– Confidentiality protections 

3. Technology Support: 

– Automated case management 

– SAR preparation tools 

– E-filing capabilities 



– Record retention systems 

– Audit trails 

4. Training and Expertise: 

– Specialized training for investigators 

– Typology awareness 

– Regulatory requirements education 

– Ongoing professional development 

– Access to subject matter experts 

These processes ensure effective identification and reporting of suspicious activity. 

Travel Rule Implementation 
Stablecoin transfers must comply with the Travel Rule for transmittal of funds: 

1. Information Requirements: 

– Originator name 

– Originator account/wallet address 

– Originator physical address 

– Beneficiary name 

– Beneficiary account/wallet address 

– Transaction amount and timestamp 

2. Technical Implementation: 

– Support for interoperable messaging standards 

– End-to-end encryption of sensitive data 

– Secure information exchange protocols 

– Integration with existing compliance systems 

– Fallback procedures for non-compatible counterparties 

3. Threshold Application: 

– Implementation for transfers ≥$3,000 



– Consideration of structured transactions 

– Aggregation of related transfers 

– Documentation of threshold decisions 

– Regular threshold review 

4. Exception Handling: 

– Procedures for incomplete information 

– Counterparty due diligence 

– Risk-based decisions on transaction processing 

– Recordkeeping for exceptions 

– Regulatory reporting as required 

These requirements ensure compliance with BSA/AML regulations while adapting to the 
unique characteristics of blockchain technology. 

Sanctions Compliance Frameworks 
Stablecoin arrangements must implement comprehensive sanctions compliance: 

1. Screening Requirements: 

– Real-time screening against OFAC lists 

– IP address and geolocation controls 

– Blockchain analytics for risk identification 

– Screening of related parties 

– Enhanced due diligence for high-risk areas 

2. Technical Measures: 

– Automated screening systems 

– Blockchain analytics integration 

– Smart contract-level controls where feasible 

– Address clustering and attribution 

– Transaction path analysis 

3. Risk Management: 



– Sanctions risk assessment 

– Tailored controls based on risk 

– Testing and validation of controls 

– Independent audit of sanctions program 

– Regular program updates 

4. Governance and Oversight: 

– Clear roles and responsibilities 

– Management accountability 

– Board-level oversight 

– Regular reporting on program effectiveness 

– Continuous improvement processes 

These frameworks ensure compliance with sanctions requirements while addressing the 
unique challenges of blockchain technology. 

Conclusion: A Balanced Approach 
This comprehensive regulatory framework for stablecoins addresses the full spectrum of 
risks while preserving the innovative potential of these assets. By establishing clear 
standards across legal classification, reserve management, operational resilience, consumer 
protection, financial stability, interoperability, and compliance, the framework provides the 
certainty needed for responsible innovation. 

The approach balances several key considerations: 

1. Risk Mitigation and Innovation: Addressing material risks while maintaining the 
efficiency and functionality benefits of stablecoins 

2. Regulatory Clarity and Flexibility: Providing clear requirements while allowing for 
technological evolution and new business models 

3. Consumer Protection and Market Development: Ensuring strong safeguards while 
enabling new products and services that benefit users 

4. National Objectives and Global Coordination: Advancing U.S. interests while 
promoting international harmonization 

Implementation of this framework will position the United States as a leader in responsible 
stablecoin innovation while protecting consumers, preserving financial stability, and 



advancing American economic interests in the digital age. # U.S. Competitive Positioning 
and Global Strategy 

The United States currently maintains a dominant position in the global stablecoin market, 
but this leadership faces mounting challenges from international competitors. This section 
examines the current state of U.S. stablecoin leadership, identifies key competitive 
challenges, outlines strategic imperatives, and proposes an international engagement 
strategy to secure American leadership in the digital asset ecosystem. 

Current U.S. Market Leadership 

Dominance of USD Stablecoins Globally 
The United States enjoys significant advantages in the global stablecoin landscape: 

1. Market Capitalization Leadership: USD-denominated stablecoins account for 
approximately 90% of the global stablecoin market, with a combined market 
capitalization exceeding $200 billion. The three largest stablecoins by market cap—
Tether (USDT), USD Coin (USDC), and Binance USD (BUSD)—are all denominated in 
U.S. dollars. 

2. Transaction Volume Dominance: USD stablecoins facilitate over $5 trillion in annual 
transaction volume, serving as the primary medium of exchange across cryptocurrency 
exchanges, decentralized finance protocols, and cross-border payment applications. 

3. Global Adoption: USD stablecoins have achieved significant adoption across all major 
regions, including: 

– Asia-Pacific: Widespread use for trading, remittances, and dollar access 

– Europe: Integration with emerging digital asset infrastructure 

– Latin America: Adoption for inflation hedging and cross-border payments 

– Africa: Growing use for remittances and financial inclusion 

4. Network Effects: The widespread adoption of USD stablecoins creates powerful 
network effects that reinforce their utility and market position, as users and 
applications standardize around these assets. 

This dominance represents a form of “synthetic dollarization” occurring outside traditional 
banking channels, as users worldwide choose dollar-denominated digital assets for 
transactions, savings, and as a store of value. 

U.S. Company Market Share and Innovation 
American companies have established leadership positions across the stablecoin 
ecosystem: 



1. Issuers: U.S.-based companies are responsible for issuing the majority of regulated 
stablecoins, including: 

– Circle (USDC): U.S.-based, regulated issuer with banking partnerships 

– Paxos (USDP, BUSD): New York-regulated trust company 

– Gemini (GUSD): New York-regulated trust company 

2. Infrastructure Providers: U.S. companies lead in developing the underlying 
infrastructure for stablecoins: 

– Blockchain platforms: Ethereum, Solana, Avalanche 

– Development tools: Consensys, Alchemy, Infura 

– Security services: Fireblocks, BitGo, Anchorage 

3. Financial Integration: U.S. financial institutions are at the forefront of stablecoin 
integration: 

– Banking services for stablecoin issuers 

– Custody solutions for institutional clients 

– Settlement mechanisms for traditional finance 

4. Innovation Leadership: American companies continue to drive innovation in the 
space: 

– Programmable compliance solutions 

– Cross-chain interoperability protocols 

– Enterprise-grade stablecoin implementations 

– Privacy-preserving compliance techniques 

This corporate leadership provides the United States with significant influence over the 
technical development and market evolution of stablecoins. 

Integration with U.S. Financial Infrastructure 
USD stablecoins are increasingly integrated with U.S. financial infrastructure: 

1. Banking System Integration: Major U.S. banks are developing capabilities to: 

– Custody stablecoins for institutional clients 

– Provide settlement services for stablecoin transactions 



– Offer stablecoin-based payment solutions 

– Manage reserves for stablecoin issuers 

2. Payment Network Adoption: Traditional payment networks are incorporating 
stablecoin capabilities: 

– Visa’s settlement using USDC 

– Mastercard’s stablecoin partner program 

– PayPal’s stablecoin integration 

– ACH network connections to stablecoin on/off ramps 

3. Capital Markets Applications: Financial institutions are exploring stablecoin use for: 

– Securities settlement 

– Collateral management 

– Trade finance 

– Treasury operations 

4. Regulatory Engagement: U.S. regulators have engaged constructively with stablecoin 
innovation: 

– OCC guidance on bank participation 

– Federal Reserve research and analysis 

– State regulatory frameworks (e.g., NYDFS) 

– Congressional consideration of legislation 

This integration creates a powerful multiplier effect, allowing the efficiency benefits of 
stablecoins to enhance rather than replace existing U.S. financial infrastructure. 

Competitive Challenges 
Despite these advantages, the United States faces significant challenges to its stablecoin 
leadership: 

Foreign Regulatory Clarity Advantages 
Several jurisdictions have established clearer regulatory frameworks for stablecoins, 
creating potential competitive advantages: 

1. European Union (MiCA Framework): 

– Comprehensive regulation taking effect in December 2024 



– Clear classification system for different stablecoin types 

– Specific prudential requirements for issuers 

– Passporting across all EU member states 

– Legal certainty for compliant issuers 

2. Singapore: 

– Clear regulatory framework under the Payment Services Act 

– Specific stablecoin guidelines issued by MAS 

– Supportive environment for compliant innovation 

– Integration with broader digital asset strategy 

– Regional hub status attracting talent and capital 

3. Switzerland: 

– FINMA stablecoin guidelines providing regulatory clarity 

– Banking licenses available for stablecoin issuers 

– Supportive ecosystem for blockchain innovation 

– Legal recognition of digital assets 

– International reputation for regulatory quality 

4. United Arab Emirates: 

– Comprehensive digital asset frameworks in Abu Dhabi and Dubai 

– Regulatory sandboxes for stablecoin innovation 

– Active government support and investment 

– Strategic focus on becoming a digital asset hub 

– Tax advantages and business-friendly environment 

This regulatory clarity creates potential for market share shifts, as issuers and users may 
gravitate toward jurisdictions with more predictable regulatory environments. 

CBDC Development by Strategic Competitors 
Central Bank Digital Currencies (CBDCs) represent a significant competitive challenge to 
private stablecoins and potentially to U.S. dollar dominance: 



1. China’s Digital Yuan (e-CNY): 

– Advanced deployment with over 260 million users 

– Integration with major platforms (WeChat, Alipay) 

– International expansion through mBridge project 

– Explicit goal of reducing USD dependence 

– Potential for surveillance and control capabilities 

2. European Digital Euro: 

– Advanced exploration phase with pilot projects 

– Potential issuance within 2-3 years 

– Focus on retail and wholesale applications 

– Cross-border functionality development 

– Integration with broader European payment strategy 

3. Other Major Economies: 

– Bank of Japan’s digital yen research 

– Bank of England’s digital pound exploration 

– Reserve Bank of India’s digital rupee pilot 

– Bank of Canada’s contingency planning 

– Brazilian Central Bank’s digital real development 

4. Cross-Border CBDC Initiatives: 

– Project mBridge (BIS, China, Thailand, UAE, Hong Kong) 

– Project Dunbar (Singapore, Australia, Malaysia, South Africa) 

– Project Jura (France, Switzerland) 

– Project Icebreaker (Israel, Norway, Sweden) 

These CBDC initiatives could potentially reduce demand for USD stablecoins if they offer 
comparable efficiency with greater government backing. 



Private Sector Innovation with Government Backing 
Several countries are pursuing coordinated public-private approaches to digital currency 
development: 

1. Japan’s Digital Currency Forum: 

– Consortium of 74 major companies 

– Central bank participation and support 

– Development of digital yen on private infrastructure 

– Integration with existing financial systems 

– Focus on programmable money capabilities 

2. Singapore’s Project Orchid: 

– Public-private partnership for digital Singapore dollar 

– Purpose-bound money experiments 

– Integration with national digital identity 

– Programmable money capabilities 

– Cross-border functionality 

3. Hong Kong’s e-HKD: 

– Two-tier distribution model with private sector 

– Integration with Faster Payment System 

– Cross-border capabilities with mainland China 

– Focus on wholesale and retail applications 

– Regulatory clarity for participating institutions 

4. UK’s Digital Sterling: 

– Digital Pound Foundation with industry participation 

– Bank of England consultation and engagement 

– Focus on public-private implementation models 

– Integration with Open Banking infrastructure 

– Emphasis on privacy and programmability 



These coordinated approaches combine government legitimacy with private sector 
innovation, potentially creating strong competitors to purely private stablecoins. 

Emerging Market Initiatives 
Emerging economies are increasingly developing their own stablecoin and digital currency 
strategies: 

1. Brazil’s Drex: 

– Central bank-backed digital currency platform 

– Integration with PIX instant payment system 

– Focus on tokenized deposits and assets 

– Public-private implementation model 

– Potential to reduce USD dominance in Latin America 

2. Nigeria’s eNaira: 

– First African CBDC with growing adoption 

– Integration with mobile money ecosystem 

– Focus on financial inclusion objectives 

– Potential model for other African nations 

– Reduction of USD dependency for regional trade 

3. India’s Digital Rupee: 

– Pilot programs for wholesale and retail applications 

– Integration with UPI payment system 

– Explicit goal of reducing USD dependence 

– Potential reach of over 1 billion users 

– Government backing and promotion 

4. Regional Initiatives: 

– East African Community digital payment strategy 

– ASEAN cross-border payment connectivity 

– Caribbean digital currency initiatives 



– Gulf Cooperation Council payment integration 

– Latin American regional payment systems 

These initiatives could reduce the addressable market for USD stablecoins in regions that 
have traditionally relied heavily on the dollar. 

Strategic Imperatives 
To maintain and strengthen U.S. leadership in the stablecoin ecosystem, several strategic 
imperatives must be addressed: 

Maintaining Dollar Dominance in Digital Space 
The United States must take proactive steps to ensure the dollar’s continued dominance in 
digital finance: 

1. Regulatory Clarity: Establish a clear, innovation-friendly regulatory framework for 
USD stablecoins that provides certainty while ensuring appropriate safeguards. 

2. Infrastructure Support: Invest in the technical infrastructure needed to support 
secure, efficient, and compliant USD stablecoins, including: 

– Modernized payment systems 

– Digital identity solutions 

– Cybersecurity capabilities 

– Interoperability standards 

3. International Promotion: Actively promote the use of regulated USD stablecoins for 
international trade, remittances, and financial inclusion through: 

– Trade agreements 

– Development finance initiatives 

– Technical assistance programs 

– Diplomatic engagement 

4. CBDC Positioning: Develop a clear strategy regarding a potential U.S. CBDC that 
complements rather than competes with private stablecoins, focusing on: 

– Wholesale applications 

– Public-private partnership models 

– Interoperability with regulated stablecoins 

– Privacy-preserving designs 



These actions will help ensure that digital dollarization reinforces rather than undermines 
traditional dollar dominance. 

Setting Global Technical and Regulatory Standards 
The United States must lead in establishing global standards for stablecoins: 

1. Technical Standards Leadership: 

– Promote U.S.-developed standards for stablecoin design and implementation 

– Lead international standardization efforts through NIST, ISO, and industry 
bodies 

– Ensure U.S. values of privacy, security, and accessibility are embedded in 
standards 

– Support open-source reference implementations of key standards 

2. Regulatory Standard-Setting: 

– Shape international regulatory frameworks through the Financial Stability 
Board, FATF, and other bodies 

– Promote regulatory approaches that balance innovation and risk management 

– Advocate for consistent global implementation of AML/CFT standards 

– Lead efforts to address regulatory arbitrage 

3. Interoperability Frameworks: 

– Develop standards for interoperability between stablecoins and traditional 
financial systems 

– Promote cross-chain standards that ensure security and efficiency 

– Establish protocols for stablecoin-to-CBDC interaction 

– Create frameworks for cross-border stablecoin transactions 

4. Security and Resilience Standards: 

– Lead in developing cybersecurity standards for stablecoin infrastructure 

– Establish best practices for operational resilience 

– Promote privacy-preserving compliance techniques 

– Develop crisis management protocols for digital asset markets 



By setting these standards, the U.S. can ensure that the global stablecoin ecosystem 
develops in ways aligned with American interests and values. 

Balancing Innovation and Risk Management 
The United States must strike the right balance between promoting innovation and 
managing risks: 

1. Proportionate Regulation: 

– Tailor regulatory requirements to the specific risks of different stablecoin 
types 

– Implement graduated regulatory frameworks based on scale and systemic 
importance 

– Focus oversight on material risks while avoiding unnecessary constraints 

– Regularly reassess regulatory approaches as the technology evolves 

2. Regulatory Sandboxes and Innovation Offices: 

– Establish dedicated innovation offices within regulatory agencies 

– Create regulatory sandboxes for testing novel stablecoin applications 

– Develop expedited licensing pathways for innovative models 

– Provide regulatory guidance for new use cases 

3. Public-Private Collaboration: 

– Foster dialogue between regulators, industry, and academia 

– Create formal advisory mechanisms for technical expertise 

– Develop collaborative approaches to emerging challenges 

– Support industry self-regulatory initiatives that complement official oversight 

4. Evidence-Based Policymaking: 

– Invest in research on stablecoin impacts and risks 

– Collect and analyze data on market developments 

– Evaluate regulatory effectiveness through metrics 

– Adjust approaches based on empirical evidence 



This balanced approach will allow the U.S. to mitigate material risks while preserving the 
innovative potential of stablecoins. 

Public-Private Partnership Models 
Effective public-private partnerships are essential for stablecoin ecosystem development: 

1. Research and Development Collaboration: 

– Joint funding for fundamental research in digital currency technology 

– Collaborative development of security and compliance tools 

– Public-private technical working groups on key challenges 

– Academic partnerships for long-term innovation 

2. Market Infrastructure Development: 

– Coordinated investment in critical financial infrastructure 

– Public-private governance of essential systems 

– Shared responsibility for security and resilience 

– Joint development of crisis management capabilities 

3. Education and Workforce Development: 

– Industry-government collaboration on digital finance education 

– Training programs for regulators and law enforcement 

– Development of specialized educational curricula 

– Support for diversity and inclusion in the digital asset workforce 

4. International Development Initiatives: 

– Public-private partnerships for financial inclusion 

– Joint technical assistance programs for developing economies 

– Collaborative approaches to cross-border payment challenges 

– Shared investment in global digital financial infrastructure 

These partnership models will leverage the strengths of both sectors to advance U.S. 
leadership in stablecoins. 



International Engagement Strategy 
A comprehensive international strategy is essential for securing U.S. leadership in the global 
stablecoin ecosystem: 

Bilateral and Multilateral Coordination 
The United States should pursue coordinated approaches with key partners: 

1. Priority Bilateral Relationships: 

– United Kingdom: Coordinate regulatory approaches and technical standards 

– European Union: Align MiCA implementation with U.S. framework 

– Japan: Develop common approaches to stablecoin oversight 

– Singapore: Collaborate on innovation-friendly regulation 

– Canada: Harmonize cross-border stablecoin frameworks 

2. Multilateral Forums: 

– G7/G20: Drive consensus on stablecoin principles and oversight 

– Financial Stability Board: Shape international standards 

– Financial Action Task Force: Lead on AML/CFT approaches 

– Bank for International Settlements: Influence research and standards 

– International Organization of Securities Commissions: Coordinate securities 
regulators 

3. Regional Engagement: 

– Indo-Pacific Economic Framework: Incorporate digital asset standards 

– Western Hemisphere approach: Promote USD stablecoin adoption 

– Transatlantic coordination: Align U.S. and European approaches 

– ASEAN engagement: Support regional payment integration 

– African partnerships: Promote financial inclusion through stablecoins 

4. International Organizations: 

– International Monetary Fund: Incorporate stablecoins in surveillance 

– World Bank: Support stablecoin applications for development 

– United Nations: Address financial inclusion applications 



– World Trade Organization: Ensure open market access for stablecoin services 

– International Telecommunication Union: Coordinate on technical standards 

This coordinated engagement will promote regulatory consistency and reduce 
fragmentation. 

Standard-Setting Leadership 
The United States should lead international standard-setting for stablecoins: 

1. Technical Standards Bodies: 

– International Organization for Standardization (ISO) 

– International Electrotechnical Commission (IEC) 

– Internet Engineering Task Force (IETF) 

– World Wide Web Consortium (W3C) 

– Institute of Electrical and Electronics Engineers (IEEE) 

2. Financial Standards Organizations: 

– International Financial Reporting Standards (IFRS) 

– International Auditing and Assurance Standards Board (IAASB) 

– Committee on Payments and Market Infrastructures (CPMI) 

– International Association of Insurance Supervisors (IAIS) 

– Basel Committee on Banking Supervision 

3. Industry Consortia: 

– Global Stablecoin Association (proposed) 

– Blockchain Interoperability Alliance (proposed) 

– Digital Asset Compliance Alliance (proposed) 

– Financial Blockchain Consortium (proposed) 

– Cross-Border Payments Council (proposed) 

4. Standard Development Process: 

– Proactive proposal of U.S.-developed standards 

– Strategic placement of experts in key committees 



– Coordination of public and private sector participation 

– Support for implementation and adoption of standards 

– Regular assessment of standards effectiveness 

This leadership will ensure that global standards reflect U.S. priorities and values. 

Technical Assistance Programs 
The United States should provide technical assistance to support responsible stablecoin 
adoption: 

1. Regulatory Capacity Building: 

– Training programs for financial regulators 

– Technical assistance for legal framework development 

– Support for supervisory technology implementation 

– Guidance on risk-based regulatory approaches 

– Assistance with market surveillance capabilities 

2. Financial Infrastructure Support: 

– Technical assistance for payment system modernization 

– Support for digital identity frameworks 

– Cybersecurity capacity building 

– Assistance with interoperability implementation 

– Crisis management capability development 

3. Private Sector Development: 

– Support for local stablecoin ecosystem development 

– Technical training for financial institutions 

– Assistance for startups and innovators 

– Compliance technology implementation support 

– Market development guidance 

4. Target Regions and Countries: 

– Latin America and Caribbean 



– Southeast Asia 

– Sub-Saharan Africa 

– Eastern Europe 

– Middle East and North Africa 

These programs will promote responsible stablecoin adoption aligned with U.S. standards 
and values. 

Diplomatic and Economic Incentives 
The United States should leverage diplomatic and economic tools to promote its stablecoin 
strategy: 

1. Trade Agreement Provisions: 

– Digital asset chapters in free trade agreements 

– Market access commitments for stablecoin services 

– Regulatory cooperation mechanisms 

– Data flow provisions relevant to stablecoins 

– Intellectual property protections for innovations 

2. Development Finance Initiatives: 

– U.S. Development Finance Corporation support for stablecoin infrastructure 

– USAID programs for digital financial inclusion 

– Millennium Challenge Corporation digital finance projects 

– Export-Import Bank financing for related technologies 

– Trade and Development Agency technical assistance 

3. Strategic Economic Dialogues: 

– Incorporation of stablecoin issues in bilateral economic dialogues 

– Digital finance working groups with key partners 

– Regular engagement with regional economic forums 

– Financial regulatory dialogues on stablecoin approaches 

– Technology cooperation frameworks 



4. Incentive Structures: 

– Preferential treatment for compliant stablecoin arrangements 

– Integration with U.S.-led payment initiatives 

– Access to dollar liquidity arrangements 

– Participation in U.S.-led innovation programs 

– Recognition of compatible regulatory frameworks 

These tools will create positive incentives for alignment with U.S. approaches to stablecoin 
regulation. 

Conclusion: Securing American Leadership 
The United States stands at a critical juncture in the evolution of the global financial system. 
Stablecoins represent both an opportunity to reinforce American financial leadership and a 
potential challenge if their development is ceded to strategic competitors or occurs in 
unregulated spaces. 

By implementing a comprehensive strategy that combines regulatory clarity, technical 
leadership, international engagement, and public-private partnership, the United States can 
secure its position at the center of the emerging digital financial system. This leadership will 
yield significant benefits for American economic interests, national security, and global 
influence. 

The following sections outline specific policy recommendations and an implementation 
roadmap to achieve these strategic objectives. # Policy Recommendations 

Based on the comprehensive analysis of stablecoin risks, opportunities, regulatory 
frameworks, and competitive positioning, this section outlines specific policy 
recommendations organized into three time horizons: short-term actions (0-12 months), 
mid-term priorities (1-3 years), and long-term vision (3-5 years). 

Short-term Actions (0-12 months) 
Immediate actions are needed to provide regulatory clarity, establish basic safeguards, and 
position the United States for leadership in stablecoin innovation. 

Pass the Stablecoin Innovation and Security Act 
RECOMMENDATION 1.1: Congress should enact comprehensive stablecoin legislation that: 

• Creates a clear federal regulatory framework for payment stablecoins 

• Establishes dual regulatory pathways for bank and non-bank issuers 

• Mandates 100% reserve backing with high-quality liquid assets 

• Requires regular attestations and audits of reserves 



• Specifies consumer protection provisions and redemption rights 

• Clarifies jurisdictional boundaries between regulatory agencies 

• Provides appropriate state and federal regulatory coordination 

IMPLEMENTATION ACTIONS: - Prioritize passage of the Stablecoin Innovation and 
Security Act with bipartisan support - Incorporate technical amendments based on industry 
and regulatory feedback - Ensure alignment with existing financial regulatory frameworks - 
Include appropriate transition periods for implementation 

REDLINE RISK: Failure to enact clear legislation will perpetuate regulatory uncertainty, 
potentially driving innovation offshore and creating fragmented state-by-state approaches 
that increase compliance costs and reduce U.S. competitiveness. 

Issue Regulatory Guidance from Treasury and Agencies 
RECOMMENDATION 1.2: Treasury and financial regulatory agencies should issue 
coordinated guidance to provide clarity pending legislation: 

• Treasury: Issue comprehensive framework for stablecoin regulation 

• OCC: Clarify parameters for bank issuance and custody of stablecoins 

• Federal Reserve: Provide guidance on reserve accounts and payment system access 

• SEC: Clarify circumstances under which stablecoins would be considered securities 

• CFTC: Outline approach to stablecoins as commodities 

• FinCEN: Update guidance on AML/CFT obligations for stablecoin arrangements 

IMPLEMENTATION ACTIONS: - Establish interagency working group to coordinate 
guidance - Develop consistent terminology and regulatory approaches - Provide clear 
compliance expectations for market participants - Create mechanisms for industry feedback 
and questions 

REDLINE RISK: Inconsistent or contradictory guidance from different agencies would 
exacerbate regulatory uncertainty and potentially create compliance traps for market 
participants. 

Establish Interagency Coordination Mechanism 
RECOMMENDATION 1.3: Establish a formal Stablecoin Policy Coordination Council to 
ensure consistent oversight: 

• Chaired by Treasury with representation from all relevant agencies 

• Regular coordination of supervisory approaches and enforcement actions 

• Information sharing protocols for market monitoring 



• Joint risk assessment and mitigation planning 

• Engagement with international counterparts 

• Regular reporting to Congress on market developments 

IMPLEMENTATION ACTIONS: - Treasury Secretary to establish council through executive 
action - Develop charter and governance structure - Create working groups for specific 
technical and policy issues - Establish regular meeting cadence and reporting mechanisms 

REDLINE RISK: Without formal coordination, fragmented regulatory approaches will create 
inefficiencies, regulatory arbitrage opportunities, and potential gaps in oversight. 

Launch Regulatory Sandbox for Stablecoin Innovation 
RECOMMENDATION 1.4: Establish a regulatory sandbox program for stablecoin 
innovation: 

• Safe harbor for qualified testing of innovative stablecoin models 

• Coordinated participation of relevant regulatory agencies 

• Clear eligibility criteria and application process 

• Appropriate consumer protection safeguards 

• Defined testing parameters and success metrics 

• Pathway to full regulatory compliance 

IMPLEMENTATION ACTIONS: - Treasury to lead development of sandbox framework - 
Agencies to identify regulatory flexibilities within existing authorities - Establish application 
process and evaluation criteria - Create monitoring and reporting requirements - Develop 
exit criteria and transition mechanisms 

REDLINE RISK: Without safe spaces for innovation testing, the U.S. risks falling behind 
international competitors that have established successful regulatory sandboxes for digital 
asset innovation. 

Develop Initial Technical Standards 
RECOMMENDATION 1.5: Initiate development of critical technical standards: 

• Smart contract security requirements 

• Reserve attestation protocols 

• Blockchain selection criteria 

• Interoperability minimum standards 



• Security audit requirements 

• Operational resilience benchmarks 

IMPLEMENTATION ACTIONS: - NIST to lead technical standards development - Establish 
public-private working groups for key standards areas - Coordinate with international 
standards organizations - Develop initial reference implementations - Create conformance 
testing methodologies 

REDLINE RISK: Absence of technical standards will lead to fragmentation, security 
vulnerabilities, and interoperability challenges that undermine the efficiency and safety of 
the stablecoin ecosystem. 

Enhance Market Monitoring Capabilities 
RECOMMENDATION 1.6: Develop enhanced capabilities to monitor stablecoin markets: 

• Real-time data collection on stablecoin issuance and redemption 

• Blockchain analytics for transaction monitoring 

• Market surveillance for stablecoin trading 

• Early warning indicators for potential runs or instability 

• Cross-border flow monitoring 

• DeFi integration analysis 

IMPLEMENTATION ACTIONS: - Treasury Office of Financial Research to lead capability 
development - Establish data sharing agreements with issuers and service providers - 
Develop analytical tools and dashboards - Create regular market monitoring reports - Train 
regulatory staff on blockchain analytics 

REDLINE RISK: Without sophisticated monitoring capabilities, regulators will lack visibility 
into emerging risks, potentially allowing small problems to escalate into systemic issues. 

Mid-term Priorities (1-3 years) 
Medium-term priorities focus on building out the comprehensive regulatory framework, 
developing technical infrastructure, and establishing international leadership. 

Develop Comprehensive Technical Standards 
RECOMMENDATION 2.1: Establish comprehensive technical standards for stablecoins: 

• Complete security standards for smart contracts and blockchain selection 

• Develop interoperability protocols for cross-chain functionality 

• Create standards for oracle security and implementation 



• Establish privacy-preserving compliance techniques 

• Develop API standards for traditional finance integration 

• Create reference implementations and testing frameworks 

IMPLEMENTATION ACTIONS: - Formalize public-private standards development process - 
Coordinate with international standards bodies - Develop certification mechanisms for 
standards compliance - Create open-source reference implementations - Establish testing 
and validation methodologies 

REDLINE RISK: Inadequate technical standards will lead to security vulnerabilities, 
fragmentation, and inefficiencies that undermine the benefits of stablecoins and create risks 
for users and the financial system. 

Implement International Coordination Frameworks 
RECOMMENDATION 2.2: Establish robust frameworks for international coordination on 
stablecoin regulation: 

• Develop common supervisory approaches with key partners 

• Create information sharing mechanisms for cross-border oversight 

• Establish crisis management protocols for global stablecoin arrangements 

• Coordinate technical standards internationally 

• Develop mutual recognition frameworks for compatible regimes 

IMPLEMENTATION ACTIONS: - Treasury to lead engagement with international 
counterparts - Establish bilateral coordination mechanisms with key jurisdictions - Work 
through FSB, FATF, and other multilateral bodies - Develop protocols for supervisory 
colleges for global stablecoins - Create mechanisms for coordinated enforcement actions 

REDLINE RISK: Without effective international coordination, regulatory arbitrage will 
undermine the effectiveness of national frameworks and create risks that cross 
jurisdictional boundaries. 

Create Public-Private Partnership Models 
RECOMMENDATION 2.3: Develop formal public-private partnership models for stablecoin 
infrastructure: 

• Joint investment in critical financial infrastructure 

• Collaborative governance frameworks 

• Shared responsibility for security and resilience 

• Coordinated crisis response capabilities 



• Research and development partnerships 

IMPLEMENTATION ACTIONS: - Treasury to establish framework for partnerships - 
Identify critical infrastructure priorities - Develop governance models and participation 
criteria - Create funding mechanisms for joint initiatives - Establish performance metrics 
and evaluation frameworks 

REDLINE RISK: Without effective partnership models, critical infrastructure may develop 
in fragmented, incompatible ways or fail to address important public policy objectives. 

Establish Market Monitoring Mechanisms 
RECOMMENDATION 2.4: Implement comprehensive market monitoring for stablecoins: 

• Real-time visibility into stablecoin issuance and redemption 

• Monitoring of reserve composition and quality 

• Analysis of transaction patterns and flows 

• Integration with broader financial stability monitoring 

• Early warning systems for potential instability 

• Cross-border flow analysis 

IMPLEMENTATION ACTIONS: - Implement standardized reporting requirements for 
issuers - Develop advanced analytics capabilities - Create dashboard systems for regulators 
- Establish thresholds for enhanced supervision - Develop crisis indicators and response 
protocols 

REDLINE RISK: Without sophisticated monitoring, regulators will lack visibility into 
emerging risks, potentially allowing small problems to escalate into systemic issues. 

Develop Stablecoin Financial Inclusion Strategy 
RECOMMENDATION 2.5: Create a comprehensive strategy to leverage stablecoins for 
financial inclusion: 

• Identify specific use cases for underserved populations 

• Develop simplified compliance approaches for small-value accounts 

• Create education and adoption programs 

• Establish metrics for measuring inclusion impact 

• Coordinate with international development initiatives 

IMPLEMENTATION ACTIONS: - Treasury to lead strategy development with USAID and 
CFPB - Engage with community organizations and financial inclusion experts - Pilot 



programs in high-potential use cases - Develop educational materials and outreach 
programs - Create impact measurement framework 

REDLINE RISK: Without a deliberate inclusion strategy, stablecoins may primarily benefit 
already-served populations, missing opportunities to expand financial access to the 
underserved. 

Enhance Cybersecurity and Operational Resilience 
RECOMMENDATION 2.6: Strengthen cybersecurity and operational resilience 
requirements: 

• Develop sector-specific cybersecurity standards 

• Establish regular testing and exercise requirements 

• Create information sharing mechanisms for threats and vulnerabilities 

• Develop incident response protocols 

• Establish minimum operational resilience standards 

IMPLEMENTATION ACTIONS: - CISA and Treasury to lead standards development - 
Establish sector-specific guidance - Create testing and certification mechanisms - Develop 
collaborative defense capabilities - Establish regular exercise programs 

REDLINE RISK: Inadequate security and resilience could lead to significant disruptions, 
undermining confidence in stablecoins and potentially creating systemic risks. 

Long-term Vision (3-5 years) 
Long-term recommendations focus on integrating stablecoins into the broader financial 
ecosystem, adapting to emerging technologies, and securing U.S. leadership in digital 
finance. 

Integrate with Evolving Digital Asset Ecosystem 
RECOMMENDATION 3.1: Develop a comprehensive approach to stablecoins within the 
broader digital asset ecosystem: 

• Create integrated regulatory frameworks across digital assets 

• Establish clear connections between stablecoin regulation and other digital asset 
classes 

• Develop approaches for decentralized stablecoin governance 

• Address emerging hybrid models and cross-platform functionality 

• Create frameworks for stablecoin use in tokenized asset markets 



IMPLEMENTATION ACTIONS: - Conduct comprehensive review of digital asset regulation - 
Develop principles for consistent treatment across asset types - Create mechanisms for 
addressing novel hybrid instruments - Establish governance standards for increasingly 
decentralized systems - Develop frameworks for tokenized asset markets 

REDLINE RISK: Treating stablecoins in isolation from the broader digital asset ecosystem 
will create regulatory inconsistencies, arbitrage opportunities, and potential gaps in 
oversight. 

Adapt to Emerging Technologies 
RECOMMENDATION 3.2: Ensure regulatory frameworks can adapt to emerging 
technologies: 

• Develop approaches for quantum-resistant stablecoin security 

• Create frameworks for AI integration in stablecoin systems 

• Establish standards for next-generation privacy technologies 

• Address implications of decentralized identity systems 

• Develop approaches for novel consensus mechanisms 

IMPLEMENTATION ACTIONS: - Establish technology foresight function within regulatory 
agencies - Create regular technology assessment process - Develop principles-based 
frameworks that can accommodate innovation - Establish sandbox environments for testing 
new technologies - Create regulatory guidance for emerging technology integration 

REDLINE RISK: Regulatory frameworks that cannot adapt to technological change will 
become obsolete, potentially creating unregulated spaces or stifling beneficial innovation. 

Evaluate Complementary CBDC Approaches 
RECOMMENDATION 3.3: Develop a clear strategy for the relationship between stablecoins 
and a potential U.S. CBDC: 

• Evaluate models for public-private CBDC implementation 

• Assess potential complementary roles for stablecoins and CBDC 

• Develop interoperability standards between stablecoins and CBDC 

• Create frameworks for potential two-tier distribution models 

• Establish governance models for hybrid systems 

IMPLEMENTATION ACTIONS: - Federal Reserve to lead assessment in coordination with 
Treasury - Engage with private sector on potential models - Develop technical standards for 



interoperability - Create pilot programs for specific use cases - Establish evaluation 
framework for different approaches 

REDLINE RISK: Without a clear strategy for the relationship between stablecoins and 
CBDC, the United States risks either duplicative systems or missed opportunities for public-
private synergies. 

Lead Global Digital Currency Governance 
RECOMMENDATION 3.4: Position the United States as the leader in global digital currency 
governance: 

• Develop comprehensive frameworks for cross-border stablecoin oversight 

• Lead international standard-setting for digital currencies 

• Create mechanisms for coordinated supervision of global arrangements 

• Establish protocols for cross-border crisis management 

• Develop approaches for addressing monetary sovereignty concerns 

IMPLEMENTATION ACTIONS: - Treasury to lead international engagement strategy - Work 
through G7, G20, FSB, and other multilateral forums - Establish bilateral coordination with 
key partners - Develop technical assistance programs for emerging markets - Create 
frameworks for mutual recognition of compatible regimes 

REDLINE RISK: Failure to lead in global governance could result in standards and 
approaches that do not align with U.S. interests and values, potentially undermining dollar 
dominance and U.S. influence. 

Develop Next-Generation Financial Infrastructure 
RECOMMENDATION 3.5: Create a vision and implementation plan for next-generation 
financial infrastructure: 

• Develop roadmap for integration of traditional and digital financial systems 

• Establish standards for atomic settlement across asset classes 

• Create frameworks for programmable compliance and regulation 

• Develop approaches for privacy-preserving financial infrastructure 

• Establish governance models for critical infrastructure 

IMPLEMENTATION ACTIONS: - Treasury to lead development of infrastructure vision - 
Engage with private sector on implementation approaches - Coordinate with Federal 
Reserve on payment system modernization - Develop public-private investment strategies - 
Create regulatory frameworks for new infrastructure models 



REDLINE RISK: Without a coherent vision for next-generation infrastructure, development 
will occur in fragmented, potentially incompatible ways that create inefficiencies and risks. 

Enhance Economic Competitiveness Strategy 
RECOMMENDATION 3.6: Develop a comprehensive strategy to leverage stablecoins for U.S. 
economic competitiveness: 

• Integrate stablecoin capabilities into trade facilitation 

• Develop approaches for stablecoin use in development finance 

• Create frameworks for digital trade agreements incorporating stablecoins 

• Establish programs to maintain U.S. technological leadership 

• Develop workforce development strategies for digital finance 

IMPLEMENTATION ACTIONS: - Treasury to coordinate with Commerce, USTR, and State 
Department - Develop digital trade strategy incorporating stablecoins - Create programs to 
support U.S. innovation leadership - Establish educational and workforce development 
initiatives - Integrate stablecoin considerations into economic diplomacy 

REDLINE RISK: Without a deliberate competitiveness strategy, the United States may fail to 
capture the economic benefits of stablecoin innovation and leadership. 

Cross-Cutting Recommendations 
Several recommendations apply across all time horizons and require continuous attention: 

Regulatory Capacity Building 
RECOMMENDATION 4.1: Invest in building regulatory capacity for effective stablecoin 
oversight: 

• Develop specialized training programs for regulators 

• Recruit technical talent into regulatory agencies 

• Create rotational programs with industry 

• Establish centers of excellence for digital asset regulation 

• Develop advanced supervisory technologies 

IMPLEMENTATION ACTIONS: - Establish digital asset regulatory academy - Create hiring 
pathways for technical specialists - Develop career tracks for digital asset regulation - 
Implement supervisory technology modernization - Create knowledge management 
systems 

REDLINE RISK: Without adequate regulatory capacity, even well-designed frameworks will 
fail in implementation, creating risks and undermining confidence. 



Public Education and Awareness 
RECOMMENDATION 4.2: Develop comprehensive education programs about stablecoins: 

• Create educational resources for consumers 

• Develop materials for businesses and financial institutions 

• Establish programs for policymakers and regulators 

• Support academic research and curriculum development 

• Implement public awareness campaigns about risks and benefits 

IMPLEMENTATION ACTIONS: - Treasury and CFPB to lead educational initiative - Develop 
multi-channel educational content - Create partnerships with educational institutions - 
Support independent research on impacts and best practices - Establish metrics for 
measuring educational effectiveness 

REDLINE RISK: Without effective education, misconceptions may drive policy decisions, 
consumers may be vulnerable to risks, and adoption of beneficial innovations may be 
limited. 

Continuous Evaluation and Adaptation 
RECOMMENDATION 4.3: Establish mechanisms for continuous evaluation and adaptation 
of the regulatory framework: 

• Regular assessment of framework effectiveness 

• Identification of emerging risks and gaps 

• Evaluation of competitive implications 

• Assessment of technological developments 

• International comparative analysis 

IMPLEMENTATION ACTIONS: - Establish formal review process on 18-month cycle - 
Create metrics for measuring framework effectiveness - Develop mechanisms for 
stakeholder feedback - Implement technology monitoring function - Create process for 
regulatory updates based on findings 

REDLINE RISK: Static regulatory approaches will quickly become obsolete in this rapidly 
evolving space, creating either unaddressed risks or unnecessary constraints on innovation. 

Conclusion: A Comprehensive Approach 
These policy recommendations provide a roadmap for establishing the United States as the 
global leader in responsible stablecoin innovation. By implementing these 
recommendations across short, medium, and long-term horizons, policymakers can: 



1. Provide Regulatory Clarity: Establish clear rules of the road that enable innovation 
while addressing risks 

2. Ensure Financial Stability: Create robust safeguards against potential systemic risks 

3. Protect Consumers: Implement strong consumer protection measures 

4. Promote Innovation: Foster an environment conducive to beneficial innovation 

5. Maintain U.S. Leadership: Secure America’s position at the center of the digital 
financial system 

The following section outlines a detailed implementation roadmap and timeline for these 
recommendations. # Implementation Roadmap & Timeline 

This section provides a detailed roadmap for implementing the policy recommendations 
outlined in the previous section. The roadmap is organized into key workstreams with 
specific milestones, responsible entities, and timelines to ensure coordinated and effective 
implementation. 

Legislative Actions and Milestones 

Stablecoin Innovation and Security Act 
Milestone Timeline Responsible Entities Dependencies 

Introduction of 
comprehensive 
legislation 

Q2 2025 Congress (House Financial 
Services Committee, Senate 
Banking Committee) 

Stakeholder 
consultation 

Committee hearings 
and markup 

Q2-Q3 
2025 

House Financial Services 
Committee, Senate Banking 
Committee 

Introduction of 
legislation 

House passage Q3 2025 House of Representatives Committee 
approval 

Senate passage Q4 2025 Senate House passage 

Conference committee 
(if needed) 

Q4 2025 House and Senate Passage of 
different versions 

Final passage Q4 2025 Congress Resolution of 
differences 

Presidential signature Q4 2025 Executive Branch Congressional 
passage 



Critical Success Factors: - Bipartisan support and coordination - Active engagement from 
Treasury and regulatory agencies - Industry and consumer advocate input - Clear 
communication of urgency and strategic importance 

Regulatory Authority Clarification 
Milestone Timeline Responsible Entities Dependencies 

Interagency agreement on 
jurisdictional boundaries 

Q2 2025 Treasury, Federal 
Reserve, SEC, CFTC, OCC, 
FDIC 

Interagency 
coordination 

Issuance of joint statement 
on regulatory authorities 

Q2 2025 Financial regulatory 
agencies 

Interagency 
agreement 

Memoranda of 
understanding between 
agencies 

Q3 2025 Financial regulatory 
agencies 

Joint statement 

Congressional testimony on 
regulatory coordination 

Q3 2025 Agency heads Interagency 
agreement 

Implementation of 
coordination mechanisms 

Q3-Q4 
2025 

Financial regulatory 
agencies 

Memoranda of 
understanding 

Critical Success Factors: - Clear leadership from Treasury - Willingness to compromise on 
jurisdictional issues - Consistent messaging to market participants - Regular coordination at 
senior levels 

Regulatory Development Process 

Primary Regulatory Framework 
Milestone Timeline Responsible Entities Dependencies 

Advance notice of proposed 
rulemaking 

Q1 2026 Primary regulators 
(based on legislation) 

Passage of 
legislation 

Public comment period Q1-Q2 
2026 

Primary regulators Publication of ANPR 

Analysis of comments and 
framework development 

Q2 2026 Primary regulators Completion of 
comment period 

Proposed rules publication Q3 2026 Primary regulators Framework 
development 

Public comment period on 
proposed rules 

Q3-Q4 
2026 

Primary regulators Publication of 
proposed rules 



Final rule development Q4 2026 Primary regulators Analysis of 
comments 

Final rule publication Q1 2027 Primary regulators Final rule 
development 

Effective date Q2 2027 Primary regulators Final rule 
publication 

Critical Success Factors: - Thorough stakeholder engagement - Coordination across 
regulatory agencies - Clear implementation guidance - Adequate agency resources for 
rulemaking 

Complementary Regulatory Frameworks 
Milestone Timeline Responsible Entities Dependencies 

AML/CFT guidance 
update 

Q2 2026 FinCEN Primary framework 
development 

Consumer protection 
rules 

Q3 2026 CFPB Primary framework 
development 

Prudential standards 
for bank issuers 

Q3 2026 Federal banking regulators Primary framework 
development 

Market integrity rules Q3 2026 SEC, CFTC Primary framework 
development 

Operational resilience 
standards 

Q4 2026 Primary regulators with CISA Primary framework 
development 

Cross-border oversight 
frameworks 

Q1 2027 Primary regulators with 
international counterparts 

Primary framework 
development 

Critical Success Factors: - Alignment with primary regulatory framework - Interagency 
coordination - Consistent requirements across frameworks - Clear guidance for dual-
regulated entities 

Technical Standards Development 

Milestone Timeline 
Responsible 
Entities Dependencies 

Formation of technical 
standards working groups 

Q2 2025 NIST, industry 
associations 

Interagency 
coordination 

Initial standards development Q2-Q4 
2025 

Technical working 
groups 

Working group 
formation 



Draft standards publication Q1 2026 Technical working 
groups 

Initial development 

Public comment period Q1-Q2 
2026 

Technical working 
groups 

Draft publication 

Standards refinement Q2 2026 Technical working 
groups 

Comment analysis 

Final standards publication Q3 2026 Technical working 
groups 

Standards refinement 

Reference implementations Q4 2026 NIST, industry 
partners 

Final standards 

Conformance testing 
methodologies 

Q1 2027 NIST, industry 
partners 

Reference 
implementations 

Critical Success Factors: - Balanced representation in working groups - International 
coordination on standards - Practical implementation considerations - Regular updates to 
address evolving technology 

Industry Compliance Timeline 

Registration and Licensing 
Milestone Timeline Responsible Entities Dependencies 

Application process 
establishment 

Q2 2027 Primary regulators Final rule 
publication 

Initial registration 
period 

Q2-Q4 2027 Stablecoin issuers, 
Primary regulators 

Application process 

Provisional approvals Q3-Q4 2027 Primary regulators Complete 
applications 

Full compliance 
assessments 

Q4 2027-Q1 
2028 

Primary regulators Provisional 
approvals 

Final approvals Q1-Q2 2028 Primary regulators Compliance 
assessments 

Critical Success Factors: - Clear application requirements and processes - Adequate 
regulatory staffing for review - Transparent evaluation criteria - Regular communication 
with applicants 



Reserve Requirements Implementation 
Milestone Timeline Responsible Entities Dependencies 

Reserve composition 
assessment 

Q2 2027 Stablecoin issuers Final rule 
publication 

Gap analysis and 
remediation planning 

Q2-Q3 
2027 

Stablecoin issuers Reserve 
assessment 

Initial attestation 
development 

Q3 2027 Stablecoin issuers, 
accounting firms 

Remediation 
planning 

Reserve restructuring (if 
needed) 

Q3-Q4 
2027 

Stablecoin issuers Gap analysis 

First compliant attestations Q4 2027 Stablecoin issuers, 
accounting firms 

Reserve 
restructuring 

Full reserve compliance Q1 2028 Stablecoin issuers Transition period 

Critical Success Factors: - Clear guidance on eligible assets - Orderly transition for existing 
issuers - Standardized attestation methodologies - Market liquidity for reserve adjustments 

Operational Resilience Implementation 
Milestone Timeline Responsible Entities Dependencies 

Gap assessment against 
standards 

Q3 2027 Stablecoin issuers Final standards 
publication 

Remediation planning Q3-Q4 2027 Stablecoin issuers Gap assessment 

System enhancements Q4 2027-Q2 
2028 

Stablecoin issuers Remediation 
planning 

Testing and validation Q1-Q2 2028 Stablecoin issuers, third-
party auditors 

System 
enhancements 

Certification of 
compliance 

Q2 2028 Stablecoin issuers, third-
party auditors 

Testing completion 

Ongoing monitoring and 
testing 

Q3 2028+ Stablecoin issuers, 
regulators 

Initial certification 

Critical Success Factors: - Clear technical standards - Qualified third-party assessors - 
Realistic implementation timeframes - Regular testing and validation 

Consumer Protection Implementation 
Milestone Timeline Responsible Entities Dependencies 



Disclosure development Q3 2027 Stablecoin issuers Final rule publication 

Redemption process 
enhancement 

Q3-Q4 2027 Stablecoin issuers Final rule publication 

Complaint handling 
system implementation 

Q3-Q4 2027 Stablecoin issuers Final rule publication 

Marketing materials 
review and update 

Q4 2027 Stablecoin issuers Final rule publication 

Consumer education 
programs 

Q4 2027-Q1 
2028 

Stablecoin issuers, 
industry associations 

Disclosure 
development 

Full compliance 
certification 

Q1 2028 Stablecoin issuers Implementation of all 
requirements 

Critical Success Factors: - Clear disclosure templates and examples - Consumer testing of 
materials - Efficient redemption mechanisms - Effective education approaches 

Technical Implementation Milestones 
Milestone Timeline Responsible Entities Dependencies 

Smart contract security 
enhancements 

Q3 2027-Q1 
2028 

Stablecoin issuers Technical standards 

Blockchain integration 
standards implementation 

Q3 2027-Q1 
2028 

Stablecoin issuers, 
blockchain platforms 

Technical standards 

Cross-chain functionality 
compliance 

Q4 2027-Q2 
2028 

Stablecoin issuers, 
bridge providers 

Technical standards 

API standardization Q4 2027-Q2 
2028 

Stablecoin issuers, 
service providers 

Technical standards 

Security testing and 
certification 

Q1-Q2 2028 Stablecoin issuers, 
security auditors 

Implementation 
completion 

Interoperability validation Q2 2028 Stablecoin issuers, 
industry consortium 

Implementation 
completion 

Critical Success Factors: - Clear technical specifications - Qualified security auditors - 
Interoperability testing environments - Coordinated implementation across ecosystem 



International Coordination Efforts 

Bilateral Engagement 
Milestone Timeline Responsible Entities Dependencies 

Priority partner identification Q2 2025 Treasury, State 
Department 

Strategic assessment 

Initial bilateral discussions Q2-Q3 
2025 

Treasury, regulatory 
agencies 

Partner identification 

Regulatory information 
sharing agreements 

Q3-Q4 
2025 

Treasury, regulatory 
agencies 

Initial discussions 

Joint supervision frameworks Q1-Q2 
2026 

Treasury, regulatory 
agencies 

Information sharing 
agreements 

Mutual recognition 
assessments 

Q2-Q3 
2026 

Treasury, regulatory 
agencies 

Framework 
development 

Implementation of 
coordination mechanisms 

Q3-Q4 
2026 

Treasury, regulatory 
agencies 

Assessment 
completion 

Critical Success Factors: - Clear prioritization of relationships - Senior-level engagement - 
Consistent policy positions - Regular coordination mechanisms 

Multilateral Forum Participation 

Milestone Timeline 
Responsible 
Entities Dependencies 

G7 Finance Ministers stablecoin 
principles 

Q3 2025 Treasury Bilateral 
discussions 

FSB stablecoin standards update Q3-Q4 
2025 

Treasury, Federal 
Reserve 

G7 principles 

FATF guidance implementation 
review 

Q4 2025 Treasury, FinCEN Bilateral 
discussions 

G20 stablecoin roadmap Q1 2026 Treasury FSB standards 

BIS innovation hub stablecoin 
projects 

Q1-Q4 
2026 

Federal Reserve, 
Treasury 

G20 roadmap 

International standard 
implementation monitoring 

Q1 2027+ FSB, FATF, BIS Standards 
publication 



Critical Success Factors: - Consistent U.S. positions across forums - Active leadership in 
working groups - Coordination with like-minded jurisdictions - Regular progress 
assessment 

Harmonization Initiatives 
Milestone Timeline Responsible Entities Dependencies 

Common supervisory 
approaches development 

Q3 2025-Q1 
2026 

Treasury, regulatory 
agencies 

Bilateral 
discussions 

Technical standards 
alignment 

Q1-Q3 2026 NIST, international 
standards bodies 

Standards 
development 

Cross-border oversight 
mechanisms 

Q3 2026-Q1 
2027 

Treasury, regulatory 
agencies 

Supervisory 
approaches 

Global stablecoin college 
establishment 

Q1-Q2 2027 Treasury, regulatory 
agencies 

Oversight 
mechanisms 

Crisis management protocols Q2-Q3 2027 Treasury, regulatory 
agencies 

College 
establishment 

Joint supervision exercises Q3-Q4 2027 Treasury, regulatory 
agencies 

Protocol 
development 

Critical Success Factors: - Balanced approach to sovereignty concerns - Practical 
implementation considerations - Regular testing of coordination mechanisms - Clear roles 
and responsibilities 

Phased Implementation Approach 
The implementation of the stablecoin regulatory framework will follow a phased approach 
to ensure orderly transition and minimize market disruption: 

Phase 1: Foundation Building (Q2 2025 - Q4 2025) 
• Interagency coordination mechanisms established 

• Initial guidance issued under existing authorities 

• Technical standards development initiated 

• International engagement strategy launched 

• Market monitoring capabilities enhanced 

• Regulatory sandbox established 

Phase 2: Framework Development (Q1 2026 - Q1 2027) 
• Legislation enacted 



• Primary regulatory framework developed 

• Complementary regulations proposed 

• Technical standards finalized 

• International coordination mechanisms established 

• Public-private partnerships formalized 

• Education and outreach programs launched 

Phase 3: Initial Implementation (Q2 2027 - Q4 2027) 
• Registration and licensing process begins 

• Provisional approvals issued 

• Initial compliance assessments conducted 

• Reserve requirement implementation begins 

• Consumer protection measures implemented 

• Operational resilience enhancements initiated 

• Technical standards implementation begins 

Phase 4: Full Compliance (Q1 2028 - Q4 2028) 
• Full compliance with all requirements 

• Comprehensive supervision framework operational 

• Regular examination processes established 

• International supervision coordination active 

• Market monitoring fully implemented 

• Ongoing evaluation and refinement begins 

Phase 5: Evolution and Adaptation (2029 and beyond) 
• Regular framework assessment and updates 

• Adaptation to technological developments 

• Enhancement of international coordination 

• Expansion of use cases and applications 

• Integration with broader digital asset ecosystem 



• Evaluation of CBDC relationship 

Critical Path Dependencies 
Several critical dependencies must be managed to ensure successful implementation: 

1. Legislative Timeline: Regulatory framework development depends on timely passage 
of legislation 

2. Interagency Coordination: Effective implementation requires consistent approaches 
across agencies 

3. International Alignment: U.S. competitiveness depends on coordination with key 
partners 

4. Technical Standards: Implementation of security and interoperability requirements 
depends on timely standards development 

5. Industry Readiness: Compliance timelines must consider practical implementation 
challenges 

6. Resource Availability: Regulatory agencies need adequate staffing and expertise 

Implementation Governance 
To ensure effective execution of this roadmap, a formal governance structure will be 
established: 

Stablecoin Implementation Coordination Council 
• Chaired by Treasury Under Secretary for Domestic Finance 

• Senior representatives from all regulatory agencies 

• Quarterly progress reviews 

• Issue resolution authority 

• Regular reporting to Congress 

Technical Implementation Working Groups 
• Smart Contract Security Standards Group 

• Reserve Management and Attestation Group 

• Operational Resilience Standards Group 

• Consumer Protection Implementation Group 

• Cross-Border Coordination Group 

• Market Monitoring and Data Group 



Industry Advisory Committee 
• Representatives from stablecoin issuers 

• Banking and financial services participants 

• Technology providers 

• Consumer advocates 

• Academic experts 

• Regular consultation on implementation challenges 

Key Performance Indicators 
Implementation progress will be measured against the following key performance 
indicators: 

Regulatory Framework Development 
• Percentage of required regulations finalized 

• Clarity of guidance (measured through industry feedback) 

• Consistency across regulatory agencies 

• Alignment with international standards 

• Adaptability to technological change 

Market Development 
• Number of registered stablecoin issuers 

• Market capitalization of compliant stablecoins 

• Transaction volume on regulated platforms 

• New product and service development 

• Integration with traditional financial services 

Risk Mitigation 
• Reserve quality and liquidity metrics 

• Operational incident frequency and severity 

• Consumer complaint volumes and resolution times 

• Security vulnerability identification and remediation 

• Market stress test results 



International Positioning 
• U.S. market share in global stablecoin ecosystem 

• Adoption of U.S.-compatible standards internationally 

• Participation in international governance mechanisms 

• Alignment of major jurisdictions with U.S. approach 

• Competitiveness of U.S. firms in global markets 

Innovation and Inclusion 
• New use cases developed 

• Financial inclusion metrics 

• Cost reduction for key services 

• Development of complementary services 

• Diversity of market participants 

Conclusion: A Roadmap for Leadership 
This implementation roadmap provides a clear path forward for establishing a 
comprehensive regulatory framework for stablecoins that balances innovation and risk 
management. By following this phased approach with clear milestones, responsible entities, 
and success metrics, the United States can secure its leadership position in the evolving 
digital asset ecosystem. 

The roadmap recognizes the complex interdependencies between legislative action, 
regulatory development, industry implementation, and international coordination. By 
managing these dependencies through effective governance and regular assessment, 
policymakers can ensure that implementation proceeds in an orderly manner that 
minimizes disruption while achieving policy objectives. 

Successful execution of this roadmap will position the United States as the global leader in 
responsible stablecoin innovation, reinforcing dollar dominance in the digital realm, 
protecting consumers and investors, maintaining financial stability, and fostering beneficial 
innovation in the financial system. 


	Securing Digital Dollar Dominance: A Comprehensive Framework for Stablecoin Regulation and Innovation
	Table of Contents

	Executive Summary
	The Evolution of Digital Money
	Current Market Landscape
	The Convergence of Traditional Finance and Blockchain Technology
	U.S. Policy Objectives for Digital Assets
	Existing Regulatory Gaps and Challenges
	Jurisdictional Ambiguity
	Inadequate Prudential Standards
	Consumer Protection Gaps
	Technical Standards Vacuum
	International Coordination Challenges

	Purpose and Scope of this White Paper
	Dollar Digitization and U.S. Currency Dominance
	Extension of Dollar Reserve Currency Status
	Reinforcement of U.S. Financial Influence
	Competition with Foreign CBDCs

	Payment System Modernization
	24/7/365 Settlement Capabilities
	Reduction in Cross-Border Friction and Costs
	Integration with Legacy Financial Infrastructure

	Financial Inclusion and Access
	Banking Services for Underserved Populations
	Reduction in Remittance Costs
	Global Access to Dollar-Denominated Assets

	Programmable Money and Financial Innovation
	Smart Contract Integration
	Conditional Payments and Escrow
	Automated Compliance and Reporting

	Settlement Infrastructure for Digital Assets
	Tokenized Securities and Real-World Assets
	Atomic Settlement and Reduced Counterparty Risk
	Liquidity for Decentralized Finance

	Conclusion: Stablecoins as Critical Financial Infrastructure
	United States
	Federal Regulatory Approaches
	Securities and Exchange Commission (SEC)
	Commodity Futures Trading Commission (CFTC)
	Financial Crimes Enforcement Network (FinCEN)
	Office of the Comptroller of the Currency (OCC)
	Federal Deposit Insurance Corporation (FDIC)
	Federal Reserve

	State-Level Regulatory Initiatives
	New York Department of Financial Services (NYDFS)
	State Money Transmitter Laws

	Congressional Proposals
	Stablecoin Innovation and Security Act
	Financial Innovation and Technology for the 21st Century Act
	Clarity for Payment Stablecoins Act

	Treasury Guidance
	President’s Working Group Report (2021)
	Treasury Reports on Digital Assets (2022-2023)


	Global Approaches
	European Union (MiCA Framework)
	E-Money Tokens (EMTs)
	Asset-Referenced Tokens (ARTs)
	Algorithmic Stablecoins

	Singapore (Payment Services Act)
	Japan (Payment Services Act Amendments)
	Switzerland (FINMA Stablecoin Guidelines)
	United Kingdom (HM Treasury Approach)

	International Organizations
	Financial Stability Board (FSB)
	Financial Action Task Force (FATF)
	Bank for International Settlements (BIS)
	G7/G20 Working Groups

	Regulatory Gaps and Challenges
	Jurisdictional Fragmentation
	Algorithmic Stablecoin Treatment
	DeFi Integration
	Cross-Border Oversight
	Technical Standards
	Regulatory Arbitrage

	Conclusion: The Need for a Comprehensive U.S. Framework
	Technical Risks
	Smart Contract Vulnerabilities
	Oracle Dependencies and Failures
	Blockchain Security and Consensus Risks
	Interoperability Challenges

	Financial Risks
	Reserve Management and Investment Risks
	Run Risks and Redemption Pressures
	Market Concentration and Systemic Importance
	Disintermediation of Traditional Banking

	Geopolitical Considerations
	Digital Currency Competition with China and EU
	Sanctions Effectiveness and Enforcement
	Financial Surveillance Capabilities
	Global Financial Stability Implications

	Innovation Opportunities
	Efficiency Gains in Payment Systems
	New Financial Products and Services
	Reduced Costs for Cross-Border Transactions
	Enhanced Transparency and Auditability

	Balancing Risks and Opportunities
	Legal Classifications
	Taxonomy of Stablecoin Types
	Regulatory Perimeter and Jurisdictional Clarity
	Registration and Licensing Requirements
	Entity-Based vs. Activity-Based Regulation

	Reserve Requirements
	Eligible Reserve Assets and Composition
	Custody and Segregation Standards
	Liquidity Requirements and Stress Testing
	Investment Restrictions and Risk Limits

	Operational Resilience
	Cybersecurity Standards and Best Practices
	Business Continuity and Disaster Recovery
	Technology Risk Management
	Third-Party Service Provider Oversight

	Consumer Protection
	Disclosure Requirements and Transparency
	Redemption Rights and Processes
	Complaint Handling and Dispute Resolution
	Marketing and Advertising Standards

	Financial Stability Tools
	Circuit Breakers and Redemption Gates
	Systemic Risk Monitoring and Reporting
	Recovery and Resolution Planning
	Coordination with Macroprudential Authorities

	Interoperability and Security Standards
	Technical Standards for Blockchain Integration
	Cross-Chain Communication Protocols
	Security Requirements for Smart Contracts
	API Standards for Traditional Finance Integration

	AML/KYC & Compliance Alignment
	Risk-Based Approach to Customer Due Diligence
	Transaction Monitoring Requirements
	Suspicious Activity Reporting
	Travel Rule Implementation
	Sanctions Compliance Frameworks

	Conclusion: A Balanced Approach
	Current U.S. Market Leadership
	Dominance of USD Stablecoins Globally
	U.S. Company Market Share and Innovation
	Integration with U.S. Financial Infrastructure

	Competitive Challenges
	Foreign Regulatory Clarity Advantages
	CBDC Development by Strategic Competitors
	Private Sector Innovation with Government Backing
	Emerging Market Initiatives

	Strategic Imperatives
	Maintaining Dollar Dominance in Digital Space
	Setting Global Technical and Regulatory Standards
	Balancing Innovation and Risk Management
	Public-Private Partnership Models

	International Engagement Strategy
	Bilateral and Multilateral Coordination
	Standard-Setting Leadership
	Technical Assistance Programs
	Diplomatic and Economic Incentives

	Conclusion: Securing American Leadership
	Short-term Actions (0-12 months)
	Pass the Stablecoin Innovation and Security Act
	Issue Regulatory Guidance from Treasury and Agencies
	Establish Interagency Coordination Mechanism
	Launch Regulatory Sandbox for Stablecoin Innovation
	Develop Initial Technical Standards
	Enhance Market Monitoring Capabilities

	Mid-term Priorities (1-3 years)
	Develop Comprehensive Technical Standards
	Implement International Coordination Frameworks
	Create Public-Private Partnership Models
	Establish Market Monitoring Mechanisms
	Develop Stablecoin Financial Inclusion Strategy
	Enhance Cybersecurity and Operational Resilience

	Long-term Vision (3-5 years)
	Integrate with Evolving Digital Asset Ecosystem
	Adapt to Emerging Technologies
	Evaluate Complementary CBDC Approaches
	Lead Global Digital Currency Governance
	Develop Next-Generation Financial Infrastructure
	Enhance Economic Competitiveness Strategy

	Cross-Cutting Recommendations
	Regulatory Capacity Building
	Public Education and Awareness
	Continuous Evaluation and Adaptation

	Conclusion: A Comprehensive Approach
	Legislative Actions and Milestones
	Stablecoin Innovation and Security Act
	Regulatory Authority Clarification

	Regulatory Development Process
	Primary Regulatory Framework
	Complementary Regulatory Frameworks
	Technical Standards Development

	Industry Compliance Timeline
	Registration and Licensing
	Reserve Requirements Implementation
	Operational Resilience Implementation
	Consumer Protection Implementation
	Technical Implementation Milestones

	International Coordination Efforts
	Bilateral Engagement
	Multilateral Forum Participation
	Harmonization Initiatives

	Phased Implementation Approach
	Phase 1: Foundation Building (Q2 2025 - Q4 2025)
	Phase 2: Framework Development (Q1 2026 - Q1 2027)
	Phase 3: Initial Implementation (Q2 2027 - Q4 2027)
	Phase 4: Full Compliance (Q1 2028 - Q4 2028)
	Phase 5: Evolution and Adaptation (2029 and beyond)

	Critical Path Dependencies
	Implementation Governance
	Stablecoin Implementation Coordination Council
	Technical Implementation Working Groups
	Industry Advisory Committee

	Key Performance Indicators
	Regulatory Framework Development
	Market Development
	Risk Mitigation
	International Positioning
	Innovation and Inclusion

	Conclusion: A Roadmap for Leadership


