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Forms of digital currency and digital assets
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Assets
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them to a fiat currency

Not interest-bearing

Tokenised
bank deposits

Representation of bank
deposits on a distributed
ledger with a tradable
token structure

Interest-bearing assets



1197111 (‘UXGREH‘:%
181 SESSION . 1

To amend the Pederal Reserve Act 10 pmhi\\it the Federal reserve hanks

31 May 2026 |

S
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1 Be it enacted by the Senate and House of R{Jpwwmtf.r-

9 tives of the United States uj"-lnm'ii*u in Congress assembled,

3 SECTION 1. SHORT TITLE.

4 This Act may pe cited as the “An‘r,i—(‘fﬂ)(‘ Surveil-

5 lance State Aet”.
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The stablecoin market has remained stagnant since October 2025
and is dominated by Tether ($177 bn, 59%) and Circle ($70 bn, 23%)

Total value of stablecoins
in US dollar billion
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The stablecoin market mainly serves “crypto natives” who trade in and
out of crypto assets — 99.8% of stablecoins are dollar-denominated

Stablecoin market capitalisation vs. transfer volume Stablecoin market capitalisation by currency
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Opportunities and threats from stablecoins

Attractiveness of stablecoins from an issuer
perspective

A stablecoin is effectively a share in a money market fund
that pays no interest to holders.

Section 4 of the U.S. GENIUS Act prohibits permitted
payment stablecoin issuers from paying interest to
stablecoin holders.

Tether has a market capitalisation of $ 177 billion. It invests
the proceeds from stablecoin issuance in US T-Bills, but also
in gold, bitcoin and other investments, earning roughly $ 7
billion in interest per year.

Last week, the U.S. Senate banking committee discussed
allowing stablecoins to pay “rewards” instead of interest,
which would circumvent Section 4 of the U.S. GENUIS Act
and change the business model of stablecoin issuers. In the
future, stablecoin interest income may be split between the
issuer, the platform and customers.

Source: https://www.congress.gov/crs-product/IF13174, TradingView. Data as of 31 May 2026

Financial stability risks related to stablecoins

Stablecoins are a “sunshine product”. In financial stress
environments, they will once again trade well below a dollar
peg. The second-largest stablecoin, Circle, is an exchange-
listed product and has traded as low as 87% of its face value
in 2023.

Price of Circle (USDC) to the US Dollar (USD)
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The EU money market could become an ATM for multi-issuer stablecoins
that are facing outflows from US holders

lllustrative example of an EU and third-country stablecoin multi-issuer model applied to the EU and US

MIiCA Regulation
US Coin EU Coin

* 1S of reserve assets for every COIN
) token issued by EU Coin in circulation
*  $100bn COIN in possible « $1bnCOINin in EEA

Sitctiaion rebalandiEl citchaton * Right of redemption at par, at any

* $100 bn reserves —— « $1bn reserves time, without a fee
* Requirements on reserves:

* Min. 30% held at European credit

possible possible institutions

redemption claims redemption claims * Highly liquid instruments
e denominated in same currency
e

* Caps on issuance to mitigate threats

.m. SEVEE to financial stability, smooth
AT operation of payment systems, MP
US holders EU holders transmission

Source: ESRB; Richard Portes, “Multi-issuer stablecoins: A threat to financial stability”, https://cepr.org/voxeu/columns/multi-issuer-stablecoins-threat-financial-stability
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Tokenised deposits and money market funds
are an attractive alternative to stablecoins

Properties of different forms of cash equivalents

Cash/CBDC Bank Deposits Stablecoins Tokenised
Deposits
Liquidity Liquidity aa Liquidity aa Liquidity
Transferability Transferability ee Transferability aa Transferability
g Return Return G Return Return
D D crrisk ) @ cPRisk ) ©@ & crRisk @  CPRisk

/
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Tokenisation as the next step in the evolution of digital communication

“Tokenisation is perhaps
Token
Plattform the most important part of

digital transformation. It is

about rebuilding the
Web 3.0 machinery of finance. The

next decade of finance will

Economy Economy
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Maria Luis Albuquerque
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Key points

e Stablecoins serve 'crypto native' investors who wish to trade in and out of crypto assets. They also serve to
'bank the unbanked' in the Global South and the US, as well as enabling illicit transfers between criminals.
These user groups prefer US dollars, so the market share for euro stablecoins will remain low.

* Another use case for stablecoins is programmable payments, which could be used to speed up cash sweeps
or improve fraud prevention (e.g. fuel card fraud). However, this is not an exclusive property of stablecoins.
Central bank digital currencies and private payment schemes may also become programmable in the future.

* Most users of cash equivalents will not want to forgo interest, which limits the use cases for non-interest-
bearing stablecoins in advanced economies. The 'rewards' for stablecoin holders currently under discussion
in the US Senate will not change this. The instability of the stablecoin peg to the dollar also limits their
attractiveness.

e Multi-issuer stablecoins could threaten euro area financial stability and should therefore be tightly regulated.
* Tokenised deposits are an attractive alternative to stablecoins and are likely to become dominant.

* By staking everything on stablecoins, the US administration has bet on the wrong horse. Euro area financial
institutions can lead the way into the future of finance by adopting tokenised deposits and CBDC.
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