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EXECUTIVE
SUMMARY
 This week was front-loaded, with multiple major
announcements coming out of Basel and Berlin even
as policymakers met in Paris at the OECD to discuss
distributed ledger technology.    
 

While the crypto press was busy covering one (but
not all) of the actions taken by the German
government regarding distributed ledgers and
cryptocurrencies, they generally ignored the major
meeting in Basel between global central banks and
multiple issuers of stablecoins.  As usual, the details
provide far more accurate indicators of policy
trajectories.  In this case, it seems clear policymakers
are digging in for a long slog to expand their
regulatory perimeters into the crypto and DLT arenas.  

Let's be clear.  it is NEVER a coincidence when the
following actions occur within a 24 hour period:  (I) a
meeting in Basel between the private sector and
central banks; (ii) release of a major research paper
from the BIS; (iii) national government (Germany)
announcements of policy shifts; and (iv) a major
two-day OECD meeting with multiple central bankers
present.  It is ALWAYS significant when the same 
 actions occur under the umbrella of  Group of Seven
(G7) working group.  



THE
DATA

STABLECOIN REGULATION
DRIVES MOMENTUM IN
MULTIPLE JURISDICTIONS

Stablecoin Regulation? Three stablecoin issuers met with global central banks (including the
Federal Reserve and the Bank of England) in Basel. The BIS releases research on how to expand
oversight regarding distributed ledgers (including, but not limited to, cryptocurrencies) and the
German Finance Ministry announces a new industrial policy regarding blockchain technology.
BIS Innovation Hub :  The BIS makes Hong Kong and Singapore global hubs for central bank
research and innovation regarding financial technology. 
CFTC: Appoints a DLT expert as the Director of Market Oversight and announces a meeting for
October 3 of the Technology Advisory Committee focused on DLT and virtual currencies.
SEC: Files another complaint against an ICO issuer, continuing to assert that these investment
vehicles constitute securities sujbect to regulation.      



CRYPTO STABLECOINS IN THE SPOTLIGHT

Pundits and publicist for the crypto industry like to position privately issued tokens as being in
competition with currencies issued by national governments.  While some competition may
certainly exist, the center of gravity for public policy issues raised by cryptocurrencies goes
much farther than competing with "fiat" currencies.
 
This week's developments illustrate the point. Consider the publicly released agenda for the
Basel -based meeting between stablecoin issuers and central banks.  They allocated a full hour
to monetary policy, the "international monetary system" (i.e., the Bretton Woods system and the
IInternational Monetary Fund) and currency substitution.  Another 1.15 hours were allocated to
data protection, competition law, tax policy, and market integrity oversight.  AML may have been
on the agenda, but it had a great deal of company.  Two days later, they were unveiling a new
global hub for central bank innovation research in Hong Kong.  
 
The German government did publicly make clear that it does not favor alternative electronic
currencies as taking the place of legal tender instead of or alongside the EUR.  But it also rolled
out an integrated industrial policy to support acceleration of blockchain-based innovation
inside Germany, complete with promising that the government itself would serve as an early
adopter for home-grown distributed ledger applications.  These more positive elements of the
German policy shift imply that German policymakers may support central bank digital
currencies, reserving skepticism and opposition only for private crypto issuances.
 
Many in the crypto community bristle at the idea that a stablecoin should be considered at
cryptocurrency at all.  They may be right.  But stablecoin issuance is proving to be the
foundation on which policymakers are building a policy and oversight framework because the
close connection with fiat currencies provides the strongest jurisdictional hook.    
 



CRYPTO
QUOTE OF THE
WEEK

https://www.ecb.europa.eu//press/key/date/2019/html/ecb.sp190917~9b63e0ea23.en.html

In my remarks this evening, I would like to
discuss whether Libra, or similar global
stablecoin initiatives, may be a contender for
the Iron Throne of the dollar. I will start by
discussing the factors that distinguish the
discussion today from previous discussions. I
will argue that, in specific circumstances, and
if allowed to develop, private digital forms of
money could challenge the supremacy of the
US dollar more easily, and faster, than
currencies issued by other sovereigns.



PAYMENTS DISTRIBUTED LEDGERS AND
BLOCKCHAIN IN THE LEAD

Action in two different parts of the planet signal increased acceleration in the policymaking
process globally regarding payment-related technologies.  Cross-border policy and innovation
moves slowly compared with markets.  Significant announcements only follow after months,
sometimes years, of low level actions that generate little media attention.  So when
policymakers announced two different actions on opposite sides of the globe, it is important to
take notice.
 
OECD Forum on Blockchain:  Discussions in Paris covered the waterfront of areas likely to be
disrupted by distributed ledger technology, from trade and development to health care,
education, and voting. The center of gravity was difficult to spot without quantification.  In all,
10 different sessions (the largest concentration) addressed issues important to the payment
system.  Those issues included: remittances, trade finance, central bank digital currencies, four
different sessions on anti-fraud, anti-money laundering sessions, data ownership/data privacy,
and, of course, stablecoins.  While no concrete policy proposals were made at the event, the
discussions will influence the flow of work regarding blockchain-powered payment sytstems
emanating from the OECD.  http://www.oecd.org/finance/oecd-blockchain-policy-forum.htm 
 
IBIS Innovation Hub (Singapore, Hong Kong, Basel):  While the OCED was meeting in Paris and
just after stablecoin issuers met with central bankers in Basel, the BIS launched a distributed
hub for central bank research and innovation regarding financial system technology. Although
payment systems and central bank digital currencies were not directly mentioned, the
emphasis on technology suggests strongly another effort to galvanize cross-border
coordination regarding distributed ledger and other technologies important to the payment
system. Recent efforts to create a cross-border consortium of policymakers regarding FinTech
issues flopped, so it is unclear as of this writing whether this initiative will succede in
generating concrete policy action.   https://www.bis.org/press/p190918.htm
.    
  
 
 



CURRENCY CBDC IN THE LIMELIGHT THIS WEEK

 This week's BIS report may have been critical of cryptocurrencies, but central bankers across
six different speeches this week delivered a far more friendly stance at least towards stablecoin
issuers.  These speeches suggest an accelerating policy trajectory for central bank digital
currency issuance in competition with cryptocurrency issuers in the private sector.  We can
expect to hear more about these iissues next month, when the International Monetary Fund
(IMF) and the Financial Stability Board (FSB) convene for their annual autumn meetings.  
 
OECD/Five Central Banks Speak on CBDC Benefits:  Central bankers from two G7 nations (Japan,
Canada), Europe (Sweden) and Latin America (Chile, Costa Rica)  at the OECD delivered far more
positive perspectives regarding CBDCs and even stablecoins.  Their speeches highlighted a
range of technical benefits to central banks including: faster and more powerful monetary
policy tools, more efficient remittances, and increased access to payment services for under-
served communities.  These speeches leave no doubt that central bankers globally are
accelerating efforts to launch CBDCs.  Such a move could potentially place them in competition
with private sector stablecoin issuers in particular.
 
European Central Bank:  Specialized media reported widely the skeptical remarks made by the
European Central Bank's Benoit Coeure regarding the proposed Libra cryptocurrency.  However,
as noted in the quote on page 4 of this report, his views are far more nuanced. Negative views
regarding the Libra proposal do NOT equate to negative views regarding electronic currencies
generally or CBDCs in particular.  In fact, he highlighted the joint work underway between the
Bank of Japan and the ECB regarding distributed ledger technology deployed within financial
market infrastructures (e.g., payment systems).     
  



VIDEOS WATCH & LEARN



THE BIG PICTURE

https://www.fsb.org/wp-content/uploads/R250619-1.pdf
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What a difference a few months make.  The mid-year spike in rhetoric (the blue line)  has
subsided as policymakers acclimate to the Libra proposal.  More interesting is the green
line (action) showing cryptocurrency action has kept to a steady, narrow bound.    
 
As we approach the October IMF and FSB meetings, rhetoric and action regarding
cryptocurrencies is perceptively and unsurprisingly rising.  We can expect further spikes
in action in October.  The question is whether the mainstream media will notice?
 
The type of action matters here as well. So far, the action has consisted only of speeches
and the occasional study.  No concrete proposals for direct cryptocurrency regulation
have yet been floated in the payment system or elsewhere.  The meeting with stablecoin
issuers in Basel indicates policymakers start their policy process with cooperation and
engagement by private sector stablecoin issuers.  
 
Neophytes will jump to the conclusion that policymakers will refrain from issuing
regulations.  History suggests instead that once the information gathering phase has
ended, if policymakers perceive a threat to financial stability, regulations will be issued.      



01 International Monetary Fund Annual Meeting Oct 14-20
World Bank Annual Meeting Oct 14-20
Global Financial Stability Report Release October 16 
G20 Ministerial Meeting October 18
IMF Governing Board Meeting Meeting Oct. 19

02 CFTC Open Meeting:  Technology Advisory Committee meets
to discuss DLT and virtual currencies.  October 3

03
In preparation for the meetings noted above, we can expect
to see a flurry of analytical reports and speeches as
policymakers prepare to discuss payments and technology
issues.  The annual meetings context usually delivers an
increased emphasis on financial inclusion and development
issues.  But the 75th anniversary of the Bretton Woods
Agreements may generate instead an emphasis on alternative
global reserve currency structures made possible by
blockchain technology.    

WHAT
COMES
NEXT




