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Improving the old, enabling the new

Today's two-tier system Digital innovation

" Promises faster, cheaper and
‘ .
rust in money & network effects safer payments and settlement

Singleness Elasticity Integrity
Redemption Elastically Delivering
at par expanding AML/CFT
balance sheets capabilities

Private sector money

Central bank money
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Stablecoins:
use cases, shortcomings and design choices



Stablecoins today: used mainly inside crypto ecosystem
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Primary role for on-chain trading

Secondary role as store of value for
users seeking US dollar exposure

Backed by US dollar instruments

Limited scale: $320 billion market
capitalisation



Stablecoins: several shortcomings

. .. . % of USD-pegged stablecoins market ca
® Public permissionless blockchains e Ton

hinder prevention of illicit finance
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® Secondary market prices deviate from 60
par, with pervasive redemption frictions 20
® Congestion and rising fragmentation 20
of blockchains splinter network effects 0
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Layer 1 networks: === Ethereum === Solana
==Tron Hyperliquid
BSC (Binance) === Avalanche
=== Polygon

Layer 2 networks: ===Base === Arbitrum One
=== Other layer 1 and 2 networks
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Stablecoins: design choices

Stablecoins

More money-like design requires more stringent regulation & safeguards

Resemble securities ¢—) Resemble money

® Security-like regulation: ® [ocus on moneyness:
investor protection focus, redeemability at par under
disclosures all conditions

® Redemption frictions as part ® High-quality liquid reserves;
of liquidity risk management credible backstops

\_ /

Financial integrity indispensable regardless of use case
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Macro-financial implications of stablecoins



Stablecoin reserve composition matters for...
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Sizeable stablecoin adoption could usher in reallocations across financial
sectors, but with modest output effects
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Monetary policy transmission may see changes and challenges
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Weak fundamentals lead to greater dollarisation and foreign stablecoin adoption
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Moving towards the next-generation monetary system:
a two-track policy agenda
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Unified ledger: organising principle for digital money
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Rules, standards, governance
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Conclusion:
Innovation guided by trust
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