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Digital Innovation and the Next-generation Monetary System
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lll. Anchoring trust in money: innovation beyond
stablecoins

Key takeaways

e Digital innovation is transforming finance, potentially enabling greater competition and efficiency
in payment systems and financial intermediation. However, it also brings new macro-financial
challenges and raises the broader question of how to preserve trust in money in the digital age.

e Stablecoins display some of tokenisation’s potential to support faster and programmable
payments, but current designs fall short on foundational properties of money and threaten
financial integrity. Widespread adoption would raise further challenges that depend in part on
the composition of stablecoin reserves and the scale of foreign demand.

e Advancing the future monetary system requires coordinated efforts by policymakers along two
main dimensions: tackling weaknesses in current stablecoin arrangements to mitigate risks; and
bringing the technological advances of tokenisation into the two-tier system to establish trusted
forms of programmable money.
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Unified ledger, anchored in central bank money, to host different forms of

tokenised private money

Graph 9
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European Commission - Press release

Single Currency Package: new proposals to support the use of cash and to
propose a framework for a digital euro

Brussels, 28 June 2023

The European Commission has today put forward two proposals to ensure that citizens and
businesses can continue to access and pay with euro banknotes and coins across the euro area, and
to set out a framework for a possible new digital form of the euro that the European Central Bank
may issue in the future, as a complement to cash.

The euro continues to be a symbol of Europe's unity and strength. Across the euro area and beyond,
for more than two decades, people and businesses have been accustomed to paying with euro coins
and banknotes. While 60% of people surveyed would like to continue to have the option to use cash,
an increasing number of people are choosing to pay digitally, using cards and applications issued by
banks and other digital and financial firms. This trend was accelerated by the COVID-19 pandemic.

To reflect these trends, the Commission has today proposed two mutually supportive sets of

measures to ensure that people have both payment options, cash and digital when they want to pay
with central bank money:

s A legislative proposal on the legal tender of euro cash to safeguard the role of cash,
ensure it is widely accepted as a means of payment and remains easily accessible for people
and businesses across the euro area.

+ A legislative proposal establishing the legal framework for a possible digital euro as a
complement to euro banknotes and coins. It would ensure that people and businesses have an
additional choice - on top of current private options - that allows them to pay digitally with a
widely accepted, cheap, secure and resilient form of public money in the euro area
(complementing the private solutions that exist today). While today's proposal - once adopted
by the European Parliament and Council - would establish the legal framework for the digital
euro, it will ultimately be for the European Central Bank to decide if and when to issue the
digital euro.

https://ec.europa.eu/commission/presscorner/api/files/document/print/en/ip_23_3501/IP_23_3501_EN.pdf
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« Today's proposal sets out the legal framework and essential
elements of the digital euro, which would enable — once
adopted by the European Parliament and Council — the
European Central Bank to eventually introduce a digital euro
that is widely usable and available. It will be for the ECB to
decide if and when to issue the digital euro. This project will
require significant further technical work by the ECB.

© TZABETIA—3 4 Al Rights Reserved. / Confidential 14
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« Stablecoins and other crypto-assets that are not
denominated in euro, if widely used for payments, could also
undermine the stability of our monetary system. It is
therefore important to establish a digital form of the euro to
ensure that people, businesses, and public entities continue
to have access to a public form of money in euro which is
accessible and accepted everywhere in the euro area and at
any time.

© TIHIBETA—T L All Rights Reserved. / Confidential
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Piero Cipollone “Central bank money
for the digital era” (20265%6H25H) &9

Eurosystem policy response: tokenised central bank money

Central bank money as the risk-free settlement anchor alongside private settlement assets

O & ©

Enabl . ¢ Addresses the limited Supports an integrated Integrates tokenised
(';.a it els exp?nsm: f: scalability of market for digital deposits into the
Ignal asset marke stablecoins due to... assets monetary system
| Safe settlet:ment | 100% reserve —  Fungibility | Compliance with
e backing financial regulation
——  Standards Asset scarcity Liquidity
| Mitigates systemic
[ Finality Bank dis- risks
—— intermediation
effects
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n Lead Organizations

B Bank of Korea, Financial Services Commission, Financial Supervisory Service

Commercial Banks

m KB Kookmin Bank, the Industrial Bank of Korea, Nonghyup Bank, BNK Busan Bank,
Shinhan Bank, Woori Bank, Hana Bank (Pilot Project and Proof of Concept (PoC)
participants)

B |[M Bank, K Bank (PoC only participants)

Government Ministries and Related Organizations

B Ministry of Economy and Finance, Ministry of Science and ICT, Personal Information Protection
Commission

®  Korea Deposit Insurance Corporation, Korea Exchange, the Korea Internet and Security
Agency, the Korea Federation of Banks

n IT Infrastructure Collaborating Partners

B Korea Financial Telecommunications and Clearings Institute, Financial Security Institute,
LG CNS Consortium

Merchant Partners Accepting Tokenized Deposits

B Kyobo Book large bookstores, 7-Eleven convenience stores, Ediya Coffee franchise coffee
shops, Nonghyup Hanaro Mart large retail outlets
B Ddangyo delivery app, Modhaus digital goods, Hyundai Homeshopping

n Institutions and Companies Involved in the Digital Voucher Program

®  Seoul Metropolitan City, Daegu Metropolitan City, Silla University (Digital voucher
operators)
®  Shinhan Card, Nol Universe (Merchant partners)
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https://www.ukfinance.org.uk/tokenised-sterling-deposits

» UKFinance
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R [FH (GBTD, Great British Tokenized Deposit)
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er&i;rpcmdeljiyun Song Shin, “Tokenomics and blockchain fragmentation (March, 2026))

[BRENERRO7 I H—-ERERVFTEDED
WBEIATARBENICDRICADNS]

“the analysis in this paper points to the enduring
importance of institutional trust in the monetary
system. A purely decentralised monetary system,
without the anchor of a trusted central authority, is
structurally predisposed to fragmentation.

The question for policymakers is whether the
genuine innovations of blockchain technology can
be harnessed while preserving the institutional
foundations that make a unified monetary system
possible.”
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Figure 5: Stablecoins are not interoperable across blockchains. The figure illustrates how the same
Stablec,om (e.g. USDC) exists in separate, non-fungible forms on different blockchains. Transferring sta-
blecoins across chains requires the use of bridges, which introduce risks, costs, and delays. This lack of
interoperability fragments liquidity and undermines the network effects of a single payment instrument.
Sources: BIS.

(HF) Hyun Song Shin “Tokenomics and Blockchain Fragmentation” (Mar. 2026)

© TIHIBETA—T L All Rights Reserved. / Confidential
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Stablecoin fragmentation and the lack of interoperability across blockchains Graph 3

A. Stablecoin circulation across blockchains B. Stablecoins lack interoperability across blockchains'
% of USD-pegged stablecoins market cap

- 2
80 Ethereum M 2
«

- Alice wallet A‘X /, " Bob wallet A
00000 — X
40 Stablecoin N - %
. issuer a
0 Solana Alice wallet B Carl wallet A
0
5020 | 2021 2022 2023 2024 2025 (O USDT on Ethereum () USDT on Solana
« - - » Non-transferable <«— Transferable
Layer 1 networks: == Ethereum === Solana
= Tron Hyperliquid
BSC (Binance) === Avalanche
=== Polygon

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

1 A stylised example of how a stablecoin (eg USDT) can be issued natively on multiple blockchains (eg Ethereum and Solana). While this
improves availability across blockchains, tokens remain siloed and non-transferable across chains. Without supporting mechanisms, sending
stablecoins between wallets on different blockchains may fail, risking permanent loss.

Sources: Eidan et al (2026); Hernandez de Cos (2026); DeFiLlama; BIS.

© FTHIBETA—3 1 Al Rights RelatiT donFEBRRIR T 84T “Anchoring Trust in Money: Innovation beyond stablecoins” (June 2026)
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Tether Updates
Users on Strategic
Changes to its
Product Support
Offering

Tether AbT* today announced that it will begin the planned wind-down of
Alloy by Tether and aUSD#%, following a review of user activity, market
demand, and the company’s broader priorities.

Existing users will continue to be able to return their aUSD¥ and remove their
XAU¥ for the next three months, subject to the applicable Alloy by Tether
Terms of Use. Starting on 17 September 2026, customers who have not

returned their auSD¥ will no longer be able to recover their XAU¥ through the
platform.

https://tether.io/news/tether-updates-users-on-strategic-changes-to-its-product-support-offering/

© TIHIBETA—T L All Rights Reserved. / Confidential
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Bank of England

Bank of England launchesf Sterling-denominated

policy statement and systemic stablecoins
draft rules on regulating

Policy statement and consultation on draft Code of Practice

systemic stablecoins

B RKYREOIATIVIBRAT-I NI DEMIEEDS
5, BHIEMS. Lh (GREFRIEI6MAIA) 3ERAK70%¢U.
FRO(IHEFFDPRRIBITRAELITD

m FEITHE400EW>Y F2 ERETS

. 514, 2026598 22HFTHPIAY MR, 2026FEFRFTICHIHIE
mi{LIBFE,

© TIH)IBETA—T L All Rights Reserved. / Confidentia
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Figure 1: Key highlights of the June 2026 publication for the Bank's systemic
stablecoin regulatory approach

Policy clarified

Backing assets Further detail provided on

Interest-earning share
increased to 70%

Capital, liquid assets Step-up regime for
: and reserve ‘systemic at launch’ Central Bank Liquidity
Reverse repo permitted requirements issuers Facility

Safeguarding and Remuneration and

. trust arrangements rewards
Temporary issuance

guardrail Issuance, legal claim Failure arrangements
. and redemption

Replaces holding limits Backstop liquidity facility
Payment system for issuers

Set at £40bn per systemic access

stablecoin initially

Our policy outcomes are unchanged

We've listened and made ® More simple to implement, supports ® World-leading protections for
substantive changes in response a wide set of use cases and allows coinholders preserve trust in
to feedback for viable business models money and financial stability

© FZHBETA—S L All Right
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