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Context
The opportunities offered by distributed ledger technology (DLT) and crypto-assets are enormous. They have the potential to transform an
outdated financial system, particularly in cross-border payments, and to improve financial inclusion and access to finance for SMEs. The
increasing uptake and proliferation of crypto-assets, and specifically stablecoins, has naturally drawn the attention of policymakers and
regulators globally.
A new regulatory framework will provide much needed legal clarity to the sector. This will have a positive impact on the industry, giving rise to a
better ecosystem, stronger investor confidence and, ultimately, higher demand for this game-changing asset class. With the regulatory framework
being developed across multiple jurisdictions, engagement with lawmakers is key to avoid regulatory inconsistencies between regions.

Policymakers and
Regulators:

Financial Stability Board (FSB)

Will set international standards by end-2021 and
continue to provide guidelines

Other member jurisdictions
Will implement their own
regulatory frameworks.

EU

UK

Markets in Crypto-assets (MiCA) framework proposal
The framework aims to provide legal certainty and clarity for
crypto-assets and to address the current patchwork of rules
across the EU. Expected to go live in 2023.

Financial Conduct Authority (FCA) cryptoassets
derivatives decision
The FCA has banned the sale of of crypto-derivatives to
retail consumers.

Pilot Distributed ledger (DLT) regime proposal
Will create a sandbox-esque environment to test trading
financial intruments in crypto-asset form on secondary
markets. Expected to go live in 2022.

HM Treasury consultations
i. Cryptoasset financial promotions
ii. Cryptoassets and stable coins
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Policy and Regulatory Initiatives
Financial Stability Board (FSB)
Scope of rule changes: At the global level, the FSB is focussing on the opportunities and risks of (global) stablecoins. This is because stablecoins

could create risks for financial stability and become systemically important when adopted on a large scale. The FSB further argues that they could
“challenge the comprehensiveness and effectiveness of existing regulatory and supervisory oversight.” It has therefore published 10 initial highlevel policy and regulatory recommendations.

Who is affected: The FSB states that individual jurisdictions should implement and use appropriate powers and tools to supervise and potentially
prohibit stablecoin activities. This could cover market participants whose activities and services include: control of stablecoins, provide market
infrastructure, issuing and redeeming stablecoins; managing stablecoin reserve assets; custody or trust services; reserve assets; trading and
exchanging stablecoins; and storing the keys providing access to stablecoins.

Furthermore, stablecoin service providers should be treated in the same manner as similar financial market participants under existing relevant
regulations. This includes: rules for e-money issuers; remittance companies; financial market infrastructures including payment systems; collective
investment schemes; deposit-taking and securities trading activities; market integrity; consumer and investor protection arrangements; pre and
post-trade transparency obligations; disclosure requirements; and settlement finality.

Next steps: The FSB will aim to finalise its international standard-setting work by December 2021. These standards and recommendations should
then be implemented at national level by July 2022 and subsequently reviewed by July 2023.

European Union
Moving ahead of the work at FSB level, the EU has issued a new draft proposal for regulating all forms of crypto-assets. The proposed Regulation
will replace the patchwork of rulings that have emerged in member states over the past years and, most importantly, fill the void that has existed in
most EU Member States. The stablecoins regulatory element will nonetheless be influenced by the upcoming FSB standards in the future.

Scope of rule changes: To remove regulatory obstacles to the issuance, trading and post-trading of crypto-assets that qualify as financial
instruments; increase the sources of funding for companies through increased Initial Coin Offerings and Securities Token Offerings; limit the
risks of fraud, money laundering and illicit practices in crypto-assets markets; and allow EU consumers and investors to access new investment
opportunities or new types of payment instruments competing with existing ones.

Who is affected: The framework will aim to cover all elements of the crypto-assets ecosystem, affecting issuers and service providers. It covers

issuers and service providers. The latter includes: custody and administration; trading platforms (exchange of crypto for fiat and exchange of crypto
for crypto); order execution; placement; reception and transmission or orders on behalf of third parties; and advice.
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Who is affected cont. New requirements for issuers of crypto-assets (with more stringent requirements on issuers of stable coins) and for

crypto-assets service providers are also proposed: a registered office in a Member State and being authorised as a crypto-assets service provider;
prudential requirements; organisational requirements; rules on the safekeeping of clients’ funds; rules of the information to clients; mandatory
complaint handling procedures; rules on conflicts of interest.

Next steps: The Commission’s proposal is currently making its way through the EU’s legislative process. Member States in the Council and the
European Parliament are currently formulating their own positions before coming together to reach a final agreement. Negotiations are expected to
be conclude by the end of 2021, which will be followed by an 18 month implementation period before the regime goes live.

United Kingdom
The UK has already taken several actions to address the risks arising from crypto assets. These include the regulatory decisions taken by the FCA
and the ongoing consultations on the UK’s future regulatory approach to crypto-assets and stablecoins. The regime will first address stablecoins
used as a payment method and then will consider broadening the scope to include other crypto-asset market actors or tokens. As part of the
consultation, the UK government is also seeking views about the potential for DLT to transform financial markets.

Scope of rule changes: The UK is proposing to establish a regulatory regime for stablecoins used as a means of payment. The activities covered
are: authorisation requirements with associated threshold conditions; prudential requirements; requirements for the maintenance and management
of a reserve of assets; orderly failure and insolvency requirements; safeguarding the token, systems, controls, risk management and governance,
notification and reporting; and record keeping, conduct financial crime, and outsourcing requirements.

Who is affected: The types of token included are single fiat and other asset-linked stable tokens. Market participants that will come within scope
are those that undertake the following activities: issuing, creating or destroying asset-linked tokens; issuing, creating or destroying single fiatlinked tokens; value stabilisation and reserve management; validation of transactions; access; transmission of funds; and providing custody and
administration of a stable token for a third party.

Next steps: HM Treasury will decide whether to move forward with legislation following the consultations. Additionally, UK regulators are considering
whether to carry out detailed consultations on firm requirements.
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