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|. Hierarchies
Il. Systemic versus non-system financial crises
lll. Balance sheet approach

I\VV. The two big questions



International hierarchy of currencies
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International hierarchy US$ system

Fed Global lender-of-last resort

ECB, BoE, Unlimited swap lines
BoC, BoJ, SNB

BCdB, BdM, BoK, DN,
MAoS, NB, RBoA, RBofZ, SR.

Limited swap lines

All other central banks, including PBoC No swap lines

Increasingly money
is created offshore
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Domestic hierarchy

Public
money

Ablic-private money\ Insured bank deposits

Uninsured bank deposits, eurodollars, money market
fund shares, FX swaps, repos, stablecoins, etc.

Central bank reserves, bank notes, (future) CBDCs

Private money

Securities Shares, bonds, loans, cryptos, etc.
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Opinion Banks

Banks are designed to fail — and they
do

This is a system that is essential to the functioning of the market
economy but doesn’t operate by its rules

DESIGN GUIDELINES &2 A
FOR THE MONETARY x

AND FINANCIAL SYSTEM
IN THE DIGITAL AGE

CVAA0L. CREN B

Contractual liquidity is fundamental cause
of panics and systemic financial crises

Martin Wolf MARCH 14 2023 D 355 E



Schwartz’s (1987: 271-2) distinction between “pseudo”
and “real” financial crises

Pseudo (non-sysystemic) financial crises threaten and affect individual businesses, specific
markets (tulips, cryptocurrencies) and in the worst-case whole sectors (as during the dot-com
bubble).

Resl (systemic) financial crises threaten the whole monetary and financial system, lead to large-
scale and emergent government interventions and cause structural economic downturns.

Debt cycle theory & bank run theory

Balance sheet approach THE H I.\G U E
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Bank run, panics, systemic financial crisis

1) Doubts about
the quality

Assets Financial intermediary Liabilities

Liquidity reserves

2) Bank run
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Bank run, panics, systemic financial crisis

Assets Financial intermediary Liabilities

3) Bank run

3)Fire sale
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The Big Questions

What is the exact moment the run spreads to other institutions and becomes
self-fulfilling?

‘everyone expects everyone else to expect everyone else to expect the result; and everyone is powerless to deny it”
(Schelling 1980).

When do public institutions have to intervene?

Balancing market discipline and stability as a public
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Digital Currencies

= Crypto Currencies: Are digital assets that operate on a
decentralized network (blockchain), which records and
verifies transactions, using cryptography.

= Stablecoins: Crypto-assets designed to maintain a stable
value over time. Stablecoins achieve their stability via
collateralization  (backing) or through algorithmic
mechanisms of buying and selling the reference asset or its
derivatives.

= Central Bank Digital Currencies (CBDCs) are a digital liability
of the central bank that are widely available to the general
public.

Soces R
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The Three Layers of Digital Currencies

High
Vol

Low
Vol
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Three Different Functions for Digital Currencies

High
Vol A
Investment/Speculative, “art-like" valuation
CRYPTO

Payments STABLECOIN

\4
Foundation of “Trust” CDBC

Low

Vol
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CBDCs To be The Foundation of Trust in Digital Assets

The idea of “Trust-less’ money/economy/etc. is just a dream!

High
Vol
A
Banknotes
CRYPTO
UK official sector deposits
£200bn of CBDC, median volatility
STABLECOIN
£400bn of CBDC, median volatility
£400bn of CBDC, 99th percentile
\ 4 volatility
CDBC
Low
Millions (£)
Vol

In case of fear or market stress large inflows into CBDC accounts are
Toly
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Cryptos and Stablecoins vs CBDCs

=
s g
High Market Based USA
Vol " o A
CRYPTO
STABLECOIN

CDBC ¥ M
Low State Based  FU, China
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Cryptos and Stablecoins vs CBDCs

——
e
High Market Based USA
Vol A
CRYPTO
STABLECOIN
CDBC
Low State Based  EU, China
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Contagion
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Stablecoins
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Types of Stablecoins

_ Fiat-Backed —

"‘--..-

e tether F T) TrueUSD EE.::HNI

(B AAA RESERVE @ Stably @ STANDARD

D currency @groscory M Stronghold /
- -

™ Collatemhzed g A.I g erithmic -
/ N makeR HAVEN @BASIS \\
(\ \ ( ORESERVE
. Dy b|tshares /. carson
——
Trading Strategy Guides

Iradingstratrgygquidrs.cam
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Fiat-backed (e.g. USDC)

» Backed by financial assets like
treasuries, bank deposits and other
high quality liquid assets (HQLASs)

+ Collateral is held off-chain by the
minting entity (e.g. Circle, the US-
company behind USDC and EUROC)

* Reliance on trust and audit reports of
reserves: are the tokens really backed
100% in HQLAs denominated in the
same Currency (e.g. USD, EUR, etc)?

Centralised

Types of Stablecoins

Crypto-backed (e.g. dai)

« Crypto-coins/tokens are held as
collateral in smart contracts

« Highly transparent, easy to audit the
collateral at any time

» Automatic creation of new stablecoin
tokens as soon as collateral pledged

» Qvercollateralised: more collateral
held than tokens issued

- Automatic liguidation of collateral, if
collateralisation falls below threshold

Algorithmic (e.g. TerraUSD)

* Not backed by assets
» Three different types:

I. Rebase (Ampleforth and Base-Protocol):
new tokens are created/burned as 1:1
peg deviates

Il. Seigniorage Share (e.g. terraUSD):
second token used that is created/ burnt
to enable arbitrage to maintain peg

IIl. Fractional: mix of crypto-backed reserve
and algorithmic design

Decentralised

+ Since fiat-backed stablecoins require off-chain assets, they are always centralised, i.e. controlled by an entity/corporation (e.g. Circle for USDC)

« Crypto-backed and algorithmic stablecoins can either be centralised or decentralised, i.e. implemented via smart contracts on a public DLT

Source:
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Tether
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Stablecoins: Points of Attack

Liabilities

Quality of Issuer

Quality of “peggin”/ “stability mechanism” — i.e. underlying technology
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Regulation
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GENIUS Act

The key pillars of the Act are as follows:

« Must be non-interest-bearing

Stablecoins « No federal guarantee, but holders receive first claim on reserves
in bankruptcy

« Must be fully backed (100 percent) by fiat USD, including short-dated

Reserve T-bills and other low-risk assets; mandatory public disclosure

requirements ) o
« Cannot be rehypothecated or comingled with issuer assets

« Minimum capital and liquidity thresholds

oauer « Robust risk management standards; enhanced public

disclosure obligations

requirements

« Oversight by the Federal Reserve (for banks) or OCC (for non-banks)

Regulator « State-level regulation permitted for issuers with <US$10 billion

in circulation
Offshore « Permitted only under foreign regulatory regimes deemed equivalent by
issuance US authorities

Source:
Universit
i ROSaA &
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R
MiCA vs GENIUS

Regulatory Feature= MiCA (EU)= GENIUS Act (US)=
1-Who can issue Entities authorised by National | Only federally or state-
significant stablecoinss | Competent Authorities and licensed entities approved
supervised by the EBA if by the U.S. Treasury; must
classified as 'significant’ by meet governance and
size; non-banks allowed.o compliance requirements.o
2-Allowed reserve Cash, bank deposits, and highly | USD cash, insured bank
instruments (incl. liguid low-risk assets (e.g., deposits, and short-term
tokenised)s sovereign bonds); in tokenised | Treasuries; tokenised
forms only if fully redeemable | reserves not expressly
and low-risk.= permitted unless approved
by regulator.=
3-Reserve allocation (At least 60% in central bank or | Must maintain full 1:1
rules (caps/minima)= || credit institution deposits for backing; no formal
significant issuers (per EBA caps/minima on reserve
draft RTS); remaining in liquid | composition components.o
\safe assets.o )
4-Re-use of reserve Explicitly prohibited: reserves | Rehypothecation or use of
instrumentss must be unencumbered and reserves as collateral is
segregated from other prohibited to ensure
operations.o liquidity and user
protection.s
S-Interest Prohibited: e-money and asset- | Prohibited: GENIUS Act
remunerationo referenced tokens may not forbids stablecoin issuers
offer interest to holders.c from paying interest on
balances.n
G-Supervisory EBA for significant issuers; U.S. Treasury or delegated
authoritya NCAs for others; ECB oversight | federal agency (e.g., OCC),
under the PISA framework depending on the issuer’s
(Payment Services and Systems | license type.=
Dversight Act) .o
7-Supervision aspectso | Includes capital, reserves, Covers reserve adequacy,
redemption guarantees, liquidity, AML/KYC, risk
governance, AML/CFT, management, cybersecurity,
cybersecurity, and business operational integrity, and
continuity.o redemption rights.o
B-Mandatory capital EBA proposal: 2-3% of Minimum capital required;
Universii ROSa & requirementse outstanding stablecoin value precise amount to be
Bocconi tQ ROUBINI for significant issuers.o defined by licensing agency
MILANO and issuer risk profile.s




UAE - VARA

IRTUAL ASSETS REGULATORY AUTHORIT

Dubai’s VARA: The Gatekeeper of Tokenization

Dubai Law No. 4 (2022):
Regulator of virtual assets

Licenses:
Issuance, custody, exchanges, lending, advisory, investment

Standards:
AML/KYC, risk control, consumer protection

Requirements:
Whitepapers, governance, auditability

Coordination: CBUAE, SCA, DFSA

Mission:
Make Dubai a global hub for trusted tokenization

For more insight on FinTech, Tokenization & ESG, follow m Solmaz Gharoun
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Tackling Risks
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Risks According to the BIS

1) They do not respect the principle of the “singleness of money,” which is maintained by
bank deposits with central bank reserves and a backstop of liquidity provision. Unlike cash or
bank deposits, stablecoins may have varying values in secondary markets depending on the
perception of the issuer's risk in guaranteeing redemption at par.

2) Stablecoins do not guarantee the necessary “elasticity” i.e. flexibility of liquidity provision
to the economy. The BIS Report, already mentioned, refers to the need for “...money being
provided flexibly to meet the need for large-value payments in the economy, so that
obligations are discharged in a timely way without gridlock taking over.”

3) The third shortcoming of stablecoins as a form of money relates to the greater difficulty in
ensuring the sector's integrity against financial crime and other illicit uses. Problems of that
kind also exist with bank deposit activity, but the supervisory system can manage them more
easily than with stablecoin blockchains. Recently, Duffie et al (2025) proposed a solution
involving the use of digital identification tokens that would need to be introduced in
stablecoin blockchains before they can be used.

Univers:1 Rosa &
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Risks According to IMF (Hélene Rey)

Stablecoins

- Pros:faster, cheaper transfers; safe value for weak economies.

« Cons: dollarization, bank disintermediation, seigniorage privatization, illicit
finance, lobbying power.

Tokenization (Digital representation of assets, e.g. bonds, stocks, CBDCs)

- Pros: Enables global financial integration, peer-to-peer transactions, bypassing
banks.

- Risks: volatility, excessive capital mobility, fragmentation across multiple
networks.

Impact on USD

 Dollar stablecoins boost demand for Treasuries — strengthen U.S. “exorbitant
privilege.”

« Wealth shifts to private issuers, raising governance and transparency concerns

Currencies & Integrity
More competition among currencies, multipolar system possible.
« Cybersecurity crucial: gquantum computing could threaten cryptography.

Universt RISE gngst resilient currency networks may gain an “integrity privilege.
ROUBINI (c) Brunello Rosa 2026

MILANO




Stablecoins vs Tokenised Deposits

Stablecoin and tokenized deposit comparison DETAILED

COMPARISON
ACR RS
AND REGULATORS

_ : | PERSPECTIVE
OVERVIEW Stablecoln backed by fiat assets? 3 | AVAILABLE IN THE

REFORT

Issuing Mainly private companies, with recent inroads of = Regulcted finoncial
antity financial institutions? ., institutions
Infrastructure 5 .@@ Public blockehaing (2.9, Etheraurm) Mainly private Blockehains
L
Assets backing %}é‘jl} Cash and short=term, low risk securities! ~n Fiot money onissuer's bolance sheet
the tokens g i
:T'!'Pe of ';f‘lf;n Baarar (A Mon-bearat
instrument o (T
Key use cases '?@_ 5 = Cross-border remittances and retail payments |+ Inter-bank settlement
5

- Crypto trading and DeFi || - Cross-berder corporate payrments
«Cross border corporate poymenits
« Digital asset native companies’ pavments

cral assats and-cash denominated in this

roin pegged bo oo fiat obrrercy ond bockad oy

riceycy: &) g Pavpafs DYED (deployed )

EOGETe Geerarals Forde s EURCY [onnouncad]: 37 Eg bk by - 20% coslyomd -BOs shiort-Teey T QORI and s R l' d
Source 210 s arvd Exchorge Micr ctura’ { dandary 2022 BIS, LIS0DE olan
GaongEtaws tiain, desk researeiy R Berges Berg er

Source:
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STABLECOIN DESIGN REQUIREMENTS FOR RETAINING

STABILITY
Deep connections to banking Stablecoins require strong integration with the banking system to
and payment systems honor mint and redemption requests. Without the ability to mint and

redeem on demand in the primary market, maintaining a stable value
in secondary markets can become difficult.

High-quality reserve assets to Stablecoin reserves should consist of cash and short-duration

maximize stability and trust government securities denominated in the stablecoin’s reference
currency, in an amount that matches or exceeds the amount of the
stablecoin in circulation. This is necessary to foster trust that par
value will always be maintained and the ability to redeem will always
be available.

High degree of reserve transparency High levels of reserve transparency should be enshrined globally
through legislation and regulation. Independent audits by accounting
firms are necessary, and additional measures may be required to
ensure that stablecoin holders will always be confident that their
holdings can be redeemed at par in a timely way.

Universii Rosa & Source: BWC
Bocconi
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| Willthe US dollar be dethroned? |
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The Book

‘Excellent’ ‘A must-read’ ‘Fascinating” Vince Cable Jo Jok Bill ley
Vince Cable Jo Johnson Bill Dudley

SMART SMARIT
MONEY MONEY

How digital currencies will win How Digital Currencies Will

the New Cold War — and why Shape the New World Order
the West needs to act now

BRUNELLO ROSA

BRUNELLO ROSA
wiTH CASEY LARSEN witH CASEY LARSEN

BLOOMSBURY

Amazon:
Bloomsbury:

Contact:
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Best-seller and FT's Best Economics Book 2024

- Amazon Hot New Releases
Best books of 2024: Economics 2N e e
Martin Wolf selects his must-read titles n:m New Releases in Imm:;"a[ Finance -

Hype
Machine

Books of the Year 2024 ,%‘;‘él

All this week, FT writers and critics share their .
favourites. Some highlights are: il i+ e e, Fraud a0 e

Monday: Business by Andrew Hill
Tuesday: Environment by Pilita Clark
Wednesday: Economics by Martin Wolf
Thursday: Fiction by Laura Battle

£ 2» o

Amazon Best Sellers

‘Our most popular products based on sales. Updated frequently.

Friday: Politics by Gideon Rachman
Saturday: FT Critics’ choice

Best Sellers in International Finance

- 4 o - 4
‘Eucellent’ ‘A musteend’ Fascinaling’ Bllent’, . ‘Ammtroad'_Foacinaing’ THE WORLD THE WORLD %
Vince Cable  Jo Johnson Bill Duéle FOR SALE wiat N
” e B LOBLE it

¥

Smart Moncy: How Digital Currencics
S M A R T Will Win Lhe New Cold War — and Why

Lhe Wesl Needs Lo Acl Now by Brunello

Rosa with Casey Larsen (Bloomsbury)
E Y Pan

Rosa is a former Bank of England economist
and lead author of this book. It makes two

SMART
MONEY

How digital currencies will win

the New Cold War-—and Wh)’ praposilions, The lirst is thal digilal
the West needs to act now enrrencies are The lulure of money. 1 is
indeed clear that this is how payments are Amazon Most WIShEd For

going to be made. The second is that the ‘Our produets that are mast often added to Wishlists and Registries. Updated daily.

digital renminbi is a way for China to displace

Most Wished For in International Finance

the western monetary system that is now at
the heart of the world economy. This, then, is

a battle over who controls what the book calls

SHOCKS SMART

“the payment rails” on which the world

BRUNELLO ROSA
witH CASEY LARSEN

economy will run, The argument is both

important and open to question.

388 1873
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Sources: ECB

European «Strategic Autonomy»

National card o 2
schemes in the
» Y

euro area
B No national card
scheme

[] Existing national card
scheme
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ivatl uci [
China

Two Main Motivations

» Re-gaining control of information about payment
systems — akaincrease domestic surveillance

» [nternationalisation of RMB — instrument for BRI

expansion

SOURCE:
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ivatl uci [
China

Two Main Motivations
» Re-gaining control of information about payment

systems — akaincrease domestic surveillance

» [nternationalisation of RMB - instrument for BRI

expansion

SOURCE:
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Timeline
2012/2013 2013 (September/October)

(DIGITALIY

W.025 CIPS
ElliS ey

Tech War
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Belt and Road Initiative (BRI)

> LAND
e P iy
R N s bl
&7 CANADA ’ \
’ .
\ ; 5!
S . 7

= T\ b

& A
\ UNITED STATES ¢
j |

150/195 countries have joined BRI
75% of world population

Univareh — 50% world’s GDP
Ef::c? " ROUBINI (c) Brunello Rosa 2026
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The Digital Silk Road (DSR)

THE ADELPHI SERIES
487 -489

THE DIGITAL
SILK ROAD

China’s Technological Rise and
the Geopolitics of Cyberspace

Edited by David Gordon and Meia Nouwens

—
L IISS
Universii
" ROSa &
Bocconi
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DSR Projects

Table 1: New DSR-related projects by technology type, 2015 and 2020

2015 2020
5G B 2
Data centres 5 116
E-commerce 5 2
E-governance 1 1
Fintech 3 12
Transfer-of-knowledge projects 14 15
Academic programmes 10 n
People-to-people connection programmes 0 1
Satellite technology 1 2
Surveillance and secunity 15 30
Smart city 3 6
Terrestrial or submarine cables 2 16
Tedacoms (pre-5G) 42 9
Source: IISS China Connects

Universi1 Rosa &
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Cross-Border International Payment System (CIPS)

* Asia 914

PO 100 (Chinese Mainland 535) R Amenca_%B_ o

cewe . o o .
e .

» Africa 41 N

¢ South America 17

CIPS: China's Cross Border Interbank Payment System

800 = Average Daily Turnover, RMB bn, LHS —— Average Daily Messageg.sﬂpg
700 30000
840 25000
500
20000
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. 15000
: 300
. Py 200 10000
1111
0‘.||IHH|||| 1 0
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" & 2 Source: And
Q Universit
1| Bocconi ROSQA & (c) Brunello Rosa 2026
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China Helped Russia Circumvent Financial Sanctions

CIPS BRI AT

Cross-Border Interbank Payment System

=  With the beginning of the war in Ukraine, Russia
has been SU_bjeCt to Sanctions, il’lClUdil’lg the ban T T

from SWIFT
= To circumvent the sanctions, Russia has adopted
three strategies: x
i~ | g
= Moved to CIPS
= Utilised e-CNY, cryptos \(/Jvhlmlfos Digital Yuan May Aid Russia Bypass SWIFT Ban, But
il It
= Imported from neighbours ...
Varuni Trivedi — FX Empire FEB 28,2022 8:50AM EST

@ 1 ss;""r::‘f" monthly exports of goods to Kyrgyzstan, in i Reuters UV VRO P S SO — Bank of England N B O e
i . ﬁﬁ;:l'f&'ﬁ!?if’ e Cretan e Financial Regulation
€ | m=iotorvenicie & part “ ' Authorities on Sanctions
w0 | and the Cryptoasset
30 | Sector

o

T
10 12 14 16 18 20 22 24 26
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BRI - BRICS - CBDCs

}

8

Belt and Road Initiative BRI and BRICS countries Countries reportedly testing

(BRI) and BRICS countries exploring CBDC . China's DC/EP integrated CIPS
infrastructure for Cross-border
payments in Q1 2025

Source: DFMI - NEURAL FINANCE & THE FUTURE OF MONEY: Building a Sovereign Digital Asset Economy for the UK
Universii R
Bocconi tQ RgaaB I%I (c) Brunello Rosa 2026
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US Chip Curbs

US Chip Curbs Now Cover Most of the World

Most markets face new data center restrictions under Al diffusion rule

B Tier 1 (Most permissive) B Tier 2 Tier 3 {Most restrictive)

Source: US Department of Commerce i
Note: Mapped data show level of restrictions on chip shipments for distinct markets Bloomberg

%2 | Universif ROSaA &
| 227 15Y ReER



G7 vs BRICS+

m G/
B BRICS

M New BRICS v‘
Members* >

Turkey applied
* Formally joined on Jan. 1, 2024 to join BRICS+

Universit . i
- ROSa & Source: Statista
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Shanghai Cooperation Organisation - Security

Observer Dialogue Interest in
A Members A States Joining

VISUALIZING THE EXPANSION OF THE States

SHANGHAI . =
COOPERATION -

H L4 = RUSSIA

ORGANIZATION -

o

The Shanghai Cooperation
Organization (SCO) is a Eurasian
entity uniting political, economic,
and security interests. It serves
as a counterweight to Western
influence in the region.

Sy
, <\
A traditional U.S. ally, M."‘
' /} Saudi Arabia took steps
([ tojoin the bloc in 2023, \\
. U \

SCO is the largest regional While BRICS mainly focus
organization globally, on economic cooperation, - ‘/'/\\%
encompassing 42% of the SCO focuses on regional ,,.,,-/
global population and 32% security issues, like &
of the global GDP. terrorism, ethnic separatism &

and religious extremism.

28 ﬁ?s I% | (c) Brunello Rosa 2026
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US Stablecoins vs China’s CBDC
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CBDC Projects

Source:

Univergy Rosa &
5.?::5 ROUBINI (c) Brunello Rosa 2026




Projected Stablecoin Market Cap

$2.0tr
$1.6tr
$1.2tr
$0.8tr

$0.4tr

Tk
Tk
st
ant?

w0 /

2020 2021 200 2023 2024 2025 2026 2027 2028
Source: CoinGecko, Standard Chartered, The Block = Current oo Projected @ THE BLOCK PRO - RESEARCH

Sources: The Block Research, Billions to Trillions: Stablecoin use cases poised to expand the market
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Stablecoins Among Major Buyers of US Debt

Major Holders of U.S. Treasuries - Mid-2025

Japan $11308
United Kingdom
China

Tether (USDT)
Circle (USDC)

Cayman Islands

Canada
UAE
Germany
South Korea $758 s Stablecoin Issuers
E Sovereign [ Financial Centers
0 200 400 600 800 1000

U.S. Treasury Holdings (Billions USD)
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Stablecoins Among Major Buyers of US Debt

Major Holders of US Short-Term Debt in 2024
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Note: Foreign Short-term debt holdings as of 30 June 2024; Tether and USDC holdings as of December 2024; J.P. Morgan GMMF Treasury
holdings as of 31 May 2025, Vanguard Federal Money Market Fund T-Bills holdings as of 31 May
Source: Particula, Circle, JP Morgan, Tether, Vanguard, U.S. Treasury
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Stablecoins Can Reduce Remittance Costs by 92%

14%
12%
10%
8%
6%
4%
2%

0%

Bank MTOs Mobile Operators Stablecoin Rails
RSP Type

Source: World Bank

Sources: The Block Research, Billions to Trillions: Stablecoin use cases poised to expand the market
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Rapid Adoption in EMs

As 99 % of stablecoin AUM is
USD-denominated, a

50 comparable asset substitution
dynamic could emerge in non-
US jurisdictions.

Figure 3: Year-over-year growth in stablecoin transfers <USS1M (%), 2023-24

45

40 « In these regions, deposits may
flow out of the domestic

banking system into USD-

30 backed stablecoins, potentially
exacerbating currency

25 depreciation.

20 « This dynamic is particularly

1 acute for emerging and frontier
markets (EM/FM).

1

« While the exact market cap
share of emerging markets in
. stablecoin AUM 1s unknown,
0

the significant use cases in

35

Percent

o w
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North Western Eastern Latin CSAO Sub-Saharan MENA Eastern these regions suggest that a
America Europe Europe America Africa Asia . .
substantial portion of the overall
Source: Chainalysis, SSIM Macro Research market capitalization is either
Universil oS3 & held or transacted within these
Bocconl tQ R economies, supporting rapid
MILANO ROUBINI (c) Brunello Rosa 2026 uptake, pp grap
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USD as a Reserve Currency

% of allocated reserves, quarterly

66% A
64% -
62% -
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52% -

50%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

SOURCE:
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6
CNY As A Reserve Currency

From US-based System
= Current Account Deficit

= Open Capital Account

To Tech-based System
= CBDCs
= CIPS

ROSa &
ROUBINI (c) Brunello Rosa 2026




Trump on BRICS Currency

# Mohamed EIl-Erian @ - Following - X
President @ Queens' College, Cambridge...

‘ Th-®

President-Elect Donald Trump on “the BRICS Countries
[that] are trying to move away from the Dollar”

@‘ Donald J. Trump £

@realDonaldTrump

The idea that the BRICS Countries are trying to move
away from the Dollar while we stand by and watch is
OVER. We require alcommitment|from these Countries
that they wil|neither create a new BRICS Currency, nor |
back any other Currency to replace the mighty U.S.|
Doliar|or, they will face 100% Tariffs, and should expect
to say goodbye to selling into the wonderful U.S.
Economy. They can go find another “sucker!” There is
no chance that the BRICS will replace the U.S. Dollar in

International Trade, and any Country that tries should
wave goodbye to America.

Univers§1 Rosa &
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De-Dollarisation ?

1010101 101010101110001010101010101
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Stablecoins Can
Defend the Dollar’s
Global Status

Nov 5, 2024 | PAUL RYAN

China is devoting significant resources to creating an
alternative to the dollar payments system. To counter this

1100101010001 0 1
01110001010101¢(
01010101010111
1010101101101 0

@ English v

)|

FEATURED

Trump Won, but

push, American policymakers should support private firms Trumpism Did Ni
issuing stablecoins, which can ensure demand for US Nov 18, 2024 |
government debt and boost the greenback’s global standing BRUCE ACKERMAN
and reach.

SOURCE:
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64

Re-Dollarisation - Tether is Strong
Where SWIFT was Weak

SWIFT Tether

1, ’
S 49
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Why Companies Issue Stablecoins?

Profit per Employee (USD) vs. Company
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Contagion in cryptocurrencies market:
Implications for financial stability

Norman Reinheimner Student moderator

Dr. Mathis Mourey Researcher & Lecturer in Data Science and Finance at THUAS
Brunello Rosa Honorary Visiting Professor at City University London

& CEO and Head of Research at Rosa & Roubini

Dr. Martijn van der Linden Professor of Practice in New Finance at THUAS
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Financial Stability &
Crypto Markets

TradFi-Crypto Interconnections



Three Channels of
Interconnection

Bitcoin ETFs

AUM Jan 2026

Institutional access via regulated
exchanges

Sources: The Block (2026); CoinGecko,; FTX Bankruptcy Filings

ape

Stablecoins

$235B+

Market Cap

Integration into settlement layer

A
AL

Institutional Flows

$8B+

FTX losses alone

Direct investment in exchanges



BTC ETF: How Does It Work?
2 = (* m

Investor ETF Issuer Custodian Price Track
Buys ETF shares Creates/redeems Holds underlying NAV reflects
on exchange shares Bitcoin BTC price

Key Features of Spot Bitcoin ETFs

Regulatory Oversight: Creation/Redemption:

Custodian Model: Tax Efficiency:

SEC approved 11 spot Bitcoin ETFs on January 11, 2024



BTC ETF: Figures & Numbers

Cumulative Growth (Jan 2024 - Jan 2026)

Jan 2024 I Launch

Key Metrics

» Cumulative trading volume: 52+ trillion
© 2025 net inflows: $21.8 billion
¢ Fastest ETF to $100B: 435 days (vs 2,011 for VOO)

Sources: The Block (Jan 2026); Bloomberg Intelligence; SoSoValue

Market Share by Issuer (AUM)

m BlackRock IBIT ~ m Fidelity FBTC ™ Grayscale GBTC  m Others

BlackRock IBIT: $70.6B AUM, 773K BTC
Fidelity FBTC: $17.7B AUM (in-house custody)
Market concentration: Top 2 issuers = 73% share



Stablecoins: Different types

Stablecoin Types

Market Cap Distribution (5235B+)

W USDT (Tether)
m USDC (Circle)
m DAl

Others

Key Market Figures (Jan 2026)

$159B $~76B

usDT usDC

Fiat-Backed
USDT, USDC

Crypto-Collateralized
DAI (150% ratio)

Algorithmic
UST (collapsed)

Commodity-Backed
PAXG (gold)

$88B+

Daily Volume

93%
4%

<1%

120M +

Active Wallets

Sources: CoinGecko,; The Motley Fool (Jan 2026); Arkham Intelligence



Fiat-Backed

USDT, USDC

User deposits $1 USD

Issuer mints 1 stablecoin

Reserves held 1:1

Redeem anytime for $1

Risk: Reserve transparency

Terra/UST collapse: S40B+ wiped out in May 2022 (Briola et al., 2023)

Crypto-Collateralized

DAI (MakerDAOQ)

Deposit ETH collateral

Smart contract mints DAI

150% over-collateralized

Liquidation if ratio drops

Risk: Crypto volatility

Stablecoins: How Do They Work?

Algorithmic

UST (collapsed May 2022)

No backing reserves

Algorithm adjusts supply

Arbitrage maintains peg

/\ Death spiral risk

Risk: Complete failure



Stablecoins: Systemic Mechanism

Interconnection to Traditional Finance Settlement Layer Function

US Treasury Holdings Annual Transaction Volume

Tether + Circle: $177.6B (0.6% of $29T outstanding) $8.9 trillion on-chain (2025 alone)
Treasury Ranking 24/7 Trading Infrastructure

Tether: 19th largest non-sovereign T-bill holder Enables crypto markets outside banking hours
Interest Income (2025) DeFi Dominance

Tether: ~$6B/year  Circle: ~$1.5B/year 75%+ of DeFi transactions use stablecoins

Systemic Risk Channels

1. Reserve Concentration: Banking partner failures freeze reserves (SVB - USDC depeg)
2. Market Freeze: Mass depeg halts crypto trading (no stable settlement)
3. Treasury Market Impact: Forced T-bill liquidation if redemptions spike

Sources: Brookings (Davidovic et al., 2025); IMF Crypto Monitor (Oct 2025); Fed FEDS Notes (2025)




Case Study: FTX Collapse

November 2022: Institutional Capital at Risk

Pre-Collapse Valuation

$3 2 B company valuation (Series C, 2022)

1M+ retail customers

#2 largest crypto exchange globally

Collapse Timeline (November 2022)

Nov 2 Nov 6

Binance announces S580M FTT
liquidation > $1B withdrawals in
24h

CoinDesk reveals Alameda's FTT
holdings

Sources: FTX Bankruptcy Court Filings; WSJ; CoinDesk

Institutional Investors Exposed

Sequoia Capital: $213.5M = S0

Ontario Teachers' Pension: S95M loss

SoftBank: $100M loss

Tiger Global, BlackRock, Temasek also invested

Total institutional losses: >$700M

FTX halts customer withdrawals

Nov 11

Chapter 11 bankruptcy: S8B hole,
100+ entities bankrupt




FTX: Real Economy Consequences

Customer Losses Contagion Cascade
e 1M+ retail customers e BlockFi bankruptcy (Nov 28)
e $1-2B unaccounted funds * Genesis: $3.5B owed

e Gemini: $485M outflows

Market Impact Legal Aftermath
e BTC fell to $16K (2-yr low) e SBF: 25 years prison
e FTT: -98.4% ($2.6B wiped) e Crypto lending model questioned

Sources: FTX Bankruptcy Filings; Reuters; Bloomberg; DOJ Sentencing (Mar 2024)



Case Study: SVB & USDC Depeg

March 10-13, 2023: When Traditional Banking Shook Crypto

Key Figures

Mar 9 SVB bank run: $42B withdrawn in 24h Circle SVB Exposure
$3 .3B 8% of USDC reserves

Mar 10 SVB seized by FDIC; Circle reveals $3.3B exposure $O 87 USDC Price Low
[ ]
13% below peg

Mar 11 USDC drops to $0.87 (13% depeg) 4 + Contagion Spread
stablecoins depegged

Mar 12 FDIC backstop announced; peg restored Circle Equity at Risk
$O.34B vs $3.3B frozen

Key Finding: Two-Way Contagion Channel

TradFi - Crypto: Bank failures freeze reserves, trigger depegs
Crypto -» TradFi: Stablecoin runs could accelerate bank withdrawals (feedback loop)

Sources: Fed FEDS Notes (Dec 2025); BIS Working Paper 1164, Sanhaji (2024)




Systemic Risk Framework

Federal Reserve Bank of New York, Economic Policy Review (Nov 2024)

1. Valuation Pressures

Outsized price drops trigger margin calls and forced selling across
interconnected markets

Example: BTC -80% drawdowns; stablecoin depegs

3. Funding/Run Risk

Sudden large-scale withdrawals create bank-run dynamics in crypto
intermediaries

Example: SVB = USDC run; Terra collapse; FTX

Source: Azar et al. (2024) 'Financial Stability Implications of Digital Assets', Fed NY EPR Vol. 30 No. 2

2. Leverage Vulnerabilities

High leverage reduces ability to absorb shocks without selling assets
or defaulting

Example: DeFi liquidation cascades; CEX margin calls

4. Interconnections

Cross-market linkages amplify shocks; ETFs create new bridges to
traditional finance

Example: ETF redemptions; stablecoin reserves in banks



Growing TradFi-Crypto
Interconnection

Evidence of Integration Regulatory Response

US GENIUS Act (2025)

* Spot BTCETFs: Approved in US, EU, Hong Kong, Australia Stablecoin licensing framework; reserve requirements

e BTC-S&P 500 Correlation: Rose to 0.5-0.88 beta post-ETF EU MiCA Regulation

lecoin i hold E k
e Institutional Exposure: 86% have or plan digital asset allocation Stablecoinissuers must hold EU bank reserves
SAB 121 Repeal (2025)

e Corporate Treasuries: MicroStrategy holds 640K BTC (S78B) Banks can now custody crypto (BNY Mellon entering)

Systemic Implication

Crypto is no longer isolated from traditional finance.
Crisis in crypto can propagate to TradFi, and vice versa.

Key metrics to watch: ETF AUM growth, stablecoin reserve composition, BTC-equity correlation, custody concentration

Sources: Lee & Lee (2024); ECB FSR (May 2025); Amundi Research (2025)



Thank you for participating!

See you in half an hour in the Aula!

14.30 Break | Atrium
15.00 Opening plenary session | Aula
What is the “true” price of Bitcoin?
Will the US dollar be dethroned?
17.00 Drinks, Snacks & Networking | Atrium
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