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Introduction
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Motivation: public debt meets private digital money

Public finance: high govt. debt Private digital money: fast growing

@ General government debt, 2025 est.: U.S. @ GENIUS Act, enacted 18 Jul 2025: 100%
123.9%, euro area 87.8% of GDP reserves, mainly cash and T-bills

@ China 99.2% of GDP (IMF augmented @ Fiat-redeemable stablecoins ~US$311bn
basis: ~120-150%) at end-June 2026, 99.5% USD-pegged

@ The short end carries the financing: @ USDC US$73.3bn; USDT US$183.6bn
Treasury bills are the marginal instrument (Q2 2026) — a top-20 sovereign-equivalent

holder

Private money (stablecoins) <= public finance (Treasury bills)?

To (re)insurers: the safe-asset pool has new stakeholders, and new redemption risks

Source: IMF (2026), BIS Annual Economic Report 2026, ch. IllI; Circle and Tether Q2 2026 disclosures (30 Jun 2026);

DefiLlama stablecoin aggregate, 30 Jun 2026.
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Money is going digital along two paths

Private path: dollar stablecoins Public path: digital payments and CBDC

Total adjusted stablecoin transaction volume, monthly. o

National digital payments: UPI, Pix, FedNow,
WeChat Pay, Alipay

@ e-CNY, the largest CBDC pilot: RMB 19.5tn
cumulative value, 230m personal wallets
(end-2025)

@ e-CNY 2.0 (since Jan 2026): interest-bearing; CB
liability + commercial bank liability

@ Digital E ibly in 202 . ECB);
Stablecoin transfers ~US$28tn in 2025; igital Euro possibly in 2029 (source c )'

monthly adjusted volume, Jan 2023—Jul 2025 public rails are usually non-anonymous (AML and
' KYCQ)

Two paths, same question: whose balance sheet carries the money, and on whose rail
does it settle?

Source: Chainalysis (2025) t. People’s Daily, 19 Jan 2026; PBOC policy explanation, 29 Dec 2025.
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2026: a live test for both paths

@ Sanctions reached the token layer. Tether froze US$344m of Iran-linked USDT (Apr 2026) and
a further US$131m (14 Jul 2026); OFAC and DOJ struck the Xinbi Guarantee escrow

marketplace (9 Sep 2026). | Part 1

@ Regulation set the clocks. GENIUS applies 18 Jan 2027, or 120 days after final rules; MiCA’s
transition for crypto-asset service providers ended 1 Jul 2026; Hong Kong issued its first two

stablecoin licences on 10 Apr 2026. Parts 2-3
@ Programmable public money starts to reach industrial scale. Shenzhen prepaid-tuition escrow

on e-CNY: ~ RMB 4.5bn escrowed and ~ 0.9 million contracts by July 2026. | Part 3

Each fact above reaches a (re)insurer’s balance sheet through collateral and safe assets, through
settlement access, or through the legal perimeter of its counterparties.

The question is not whether money goes digital, but which claim, on which rail, under
which jurisdiction.
Source: OFAC actions 24 Apr, 14 Jul and 9 Sep 2026 (amounts per CoinDesk and Chainalysis); P.L. 119-27 sec. 20; MiCA arts

143, 149; HKSAR, 10 Apr 2026; Jovanovic and Xiao (2026), working paper, administrative series by July 2026.
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Roadmap: three questions

Part 1 Part 2 Part 3

What does a fragmenting How do the U.S. stablecoin What is uncertain to 2030,
world do to (digital) money, path and China’s e-CNY path and what should a (re)insurer
safe assets and settlement? differ? watch?
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Fragmenting world
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Part 1
Digital Currency in a Fragmenting World

War, sanctions and trade shocks: what they do to the dollar and safe assets, to
China's trade and settlement, and to (re)insurers.
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The 2026 shock: war, energy, sanctions

27 Feb 1-2 Mar
U.S. authorises escalation;
“Operation Hezbollah enters; { 8 Aprf } { 8 Jult
Epic Fury” attacks on shipping conditional ceasefire ceasefire collapses
. l >
2026 I I [ I "
28 Feb early Mar 17 Junt early Sep
U.S. strikes on Iran; Strait of Hormuz Islamabad Hormuz transits
Iranian missiles crisis; tanker strikes Memorandum; ~5 ships/day vs
at Israel, Gulf 60-day window 85-100 pre-war

@ Energy and shipping: Gulf crude exports and Hormuz transit capacity.
@ Sanctions and payment access: designations, correspondent withdrawal, wallet controls.
@ Trade credit and receivables: longer collection cycles, letter-of-credit failures, war-risk cost.

The shock hits money through settlement access, collateral and cash-flow timing, not
only through prices.
Source: Dates of public war timeline (Wikipedia, 12 Sep 2026)
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Dollar and safe assets: what moved

Series end-Feb 2026 extreme in 2026 11 Sep 2026
(date)

10-year Treasury yield 3.97% 4.96% high (11 Sep) 4.96%

10-year real (TIPS) yield 1.72% 2.60% high (11 Sep) 2.60%

Broad dollar index (DTWEXBGS) 117.8 121.4 high (24 Jun) 118.2

Brent spot (US$/bbl) 71.3 138.2 high (7 Apr) 109.5 (9 Sep)

@ Higher nominal and real yields, with a stable-to-firmer dollar: this was not a flight out of the
dollar.

@ Oil made a round trip to pre-war levels by mid-year, then spiked a second time.

@ Safe-asset demand shifted along the curve — toward short duration and cash-like instruments.
The dollar kept its role; what repriced was duration, real yields and the timing of cash.

Source: FRED series DGS10, DFII10, DTWEXBGS, DCOILBRENTEU (daily, accessed 16 Sep 2026).
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Sanctions reach the token layer

U.S. I_aw Stablecoin issuer On-chain holders
OFAC lists; lists reaches

>
GENIUS AML and and rules e el every wallet
. refuses redemption Jjurisdiction
sanctions rules

worldwide, any

GENIUS Act (P.L. 119-27) enacted 18 Jul 2025; no final rules as of Sep 2026.

OCC proposed rule (Bulletin 2026-28): AML/CFT and sanctions standards for issuers.

Apr 2026: Tether froze US$344m USDT on two Tron addresses OFAC tied to Iran’s central bank.
14 Jul 2026: OFAC listed four more Iran central-bank wallets; Tether froze a further US$131m.

9 Sep 2026: OFAC and DOJ struck Xinbi Guarantee, a Chinese-language escrow marketplace; its
52 listed wallets had received US$8.4bn+ in stablecoins.

@ BIS (2026): designs “fall short on foundational properties of money”, integrity included.

Compliance and reach are the same property: a private dollar layer extends U.S.
jurisdiction to every wallet that holds it.
Source: P.L. 119-27; OCC Bulletins 2026-3, 2026-28; Federal Register (Sep 2026); BIS AER 2026, ch. IIl; OFAC actions 24

Apr, 14 Jul, 9 Sep 2026; amounts per CoinDesk, Chainalysis.
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Impacts on China: trade and settlement

Trade and cash-flow Settlement rails
author’s fieldwork, Yiwu, March 2026 public data, Mar—Jul 2026
@ Transit to the Middle East: 20 — 45-60 @ RMB 3.10% of SWIFT value, rank 5
days @ CIPS: 210 direct, 1,619 indirect participants;
@ Receivables 30-60 — 90+ days RMB 139.7tn, Jan—-Aug 2026
@ War-risk surcharges; letters of credit @ HKMA: RMB facility, to RMB 500bn (10

disrupted at stopped ports
@ Buyers asking whether USDT is accepted o

Jul 2026)
HKEX-CIPS memorandum, 7 Jul 2026

Rails help, ecosystems decide: payment growth is not reserve-currency substitution — official FX
reserves, IMF COFER Q1 2026: USD 57.13% against RMB 1.99%.

Digital rails can lower transaction costs; they cannot substitute for assets, liquidity, law

and trust.

Source: SWIFT tracker, Mar 2026 data; CIPS; HKMA, HKEX (7 Jul 2026); IMF COFER Q1 2026.
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Two digital instruments enter international settlement

e-CNY and RMB rails

- central-bank money in bank wallets

L - mBridge RMB 477.8bn cumula-
 backed by Treasury bills and cash same technology, | | tive, Jun 2024—end-2025 (about 96%
- public blockchains, global holders opposite e-CNY)

- U.S. law reaches every holder balance sheets
- supply ~US$311bn end-June 2026;
99.5% USD-pegged

Dollar stablecoins
- private issuers; redemption at par

- CBETS single-point cross-border
platform signed 16 Jun 2026, 26 direct

participants

Private money backed by public debt  versus  public money issued through banks.

Divergence is by design: one path privatises the dollar’s rails, the other keeps the
RMB'’s rails public.

Source: DefiLlama stablecoin aggregate, 30 Jun 2026; BIS Annual Economic Report 2026, ch. Ill; People's Daily, 19 Jan 2026
(mBridge); Xinhua, 17 Jun 2026 (CBETS).
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Where (re)insurers feel the change

Liabilities claim currency,
policyholder geography,
redemption and margin
demands

Assets Treasuries, bank
claims, collateral, custody and
counterparty concentrations

digital
money

Operations payment Governance jurisdiction,

access, settlement finality, data, compliance, vendor
cyber resilience and business control and contract
continuity enforceability

Map the exposure before choosing a view on adoption or price.

Source: Author’s self-made map.
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Two paths and two research anchors

Dollar stablecoins e-CNY and RMB rails
private issuance + public standards +
public safe assets tiered intermediation
model + calibration mechanism + field case
Xiao (2026) Jovanovic and Xiao (2026)
“Stablecoins, Currency “Smart Contracts, Prepayment
Digitalization and and Seller Selection: Evidence
Optimal Policy” (Part 2) from China's Education
Training Industry” (Part 3)

Y +

macro/theoretical framework — mechanism — calibration or field evidence — results

Source: Xiao (2026); Jovanovic and Xiao (2026), working papers.
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Part 2
Currency Digitalization Paths: U.S. vs China

Private dollar stablecoins versus Public digital money (e-CNY).
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A private dollar layer at institutional scale

$183.6 bn $73.3bn 30 Jun 2026
attested liabilities ) circulation | issuer disclosures
backin istri i
) I
) o e e e e e e e e e e e e e e e e e e e e e e o o o e o o e o o o - — 1
redemption

Total stablecoin supply ~US$311bn at end-June 2026, 99.5% USD-pegged (DefiLlama).

The relevant unit of analysis is the full chain: issuer, reserve assets, distributors, and
redemption access.

Source: Circle and Tether Q2 2026 disclosures (30 Jun 2026); DefiLlama stablecoin aggregate, 30 Jun 2026
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Reserves link tokens to Treasury bills

m202502 ¢ Growth YE23 10 2025 (rhs)

@ Users deliver fiat; the issuer holds cash, o0 -
deposits, T-bills and repo. . .
@ New issuance can create demand for o . ©
short-term safe assets. e ¢ ©
@ Redemptions reverse the flow and can 1000 »
force rapid liquidity raising. 500 .
@ Maturity, custody and operational I 1 o hom

MMFs  RoW  Forsgn Insuance  Fed  Stblecons Muual
offcial  companes Funds

access determine resilience.
Bars: T-bill holdings, 2025Q2; diamonds: growth (rhs)*.

Issuers held about US$186bn of T-bills (Q1 2026); Tether alone about US$141bn (Q1 2026 attestation).

Stablecoin growth can support bill demand; stress can transmit back through reserve
liquidation and redemption queues.

Source: T: IMF (2025)
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Rules today: GENIUS, MiCA and Hong Kong
U.S.: GENIUS Act EU: MiCA Hong Kong
Instrument = Payment stablecoins E-money tokens (one Fiat-referenced stablecoins
in scope currency); asset-referenced
tokens
Issuer route Permitted banks and Credit or e-money HKMA issuer licence
qualified nonbanks institution for a dollar
EMT
Holder Timely redemption under Redemption at par; no Set in licence conditions
claim issuer procedures interest to holders
Clock Enacted 18 Jul 2025; Titles [11/1V 30 Jun 2024; | Sandbox Mar 2024; first
applies 18 Jan 2027 or 120 @ general 30 Dec 2024, two licences 10 Apr 2026
days after final rules; none = CASP transition ended 1
yet Jul 2026

Mainland China (AMAC, 6 Feb 2026): virtual-currency financial business (including stablecoins) is prohibited.
“Regulated stablecoin”: not a single status; instead the token, issuer, licence, and
applicable jurisdiction.
Source: GENIUS Act (P.L. 119-27, sec. 20) and OCC Bulletin 2026-3; Regulation (EU) 2023/1114, arts. 49-50, and the ESMA
rulebook; HKMA /HKSAR (6 Jun 2025, 10 Apr 2026); AMAC (2026).
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Xiao (2026): a macro framework to study rising stablecoins

( Formal (TradFi): Banks hold
choose formal taxed: cash + > TerEn s
bank deposits as collateral
Households
. same collateral pool
and firms Y
Informal (Crypto): Issuer holds
- untaxed; cash > Treasuries
choose informal )
+ stablecoin as reserves

Govt. expenditure = seigniorage + tax revenue + net bond finance

money base formal trade safe-asset price

Payment choice changes the tax base, the seigniorage base, and who holds scarce safe
collateral.

Source: Xiao (2026), Sections 2—4
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How stablecoin issuing affects bond markets: Xiao (2026)

Inside the buffer:
bond price and bank
trade unchanged

Liquidity premium
Reserve demand 1: bond yields thus
for T-bills Bs 1 funding cost can fall

Bank collateral
buffer exhausted

Bonds leave banks:
deposit-backed trade |

Increasing demand from issuers affects bond yields, only when bank collateral buffer gets
exhausted.

The Treasury benefit from issuers is conditional: if the demand is big enough to affect
TradFi collateral.
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Effects of changing B,: financial variables

Bond price
5
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Left: bond price ¢p T, yield 1p | — the safe-asset subsidy.
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Money growth
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Right: inflation pip,, formal share p (vs. Bs).

Source: Xiao (2026), Section 4.6, pp. 77-86.
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Effects of changing B;: real allocations

Deposit ~backed trade Sector =2 cash trade
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Left: deposit g7, Sector-1 cash qf".  Right: Sector-2 cash g7, stablecoin trade g3 (vs. Bs, at a5 = 0.05).
Issuer satiates at By = 0.0075; bank collateral binds at Bt = 0.0206, then g7 |.

Source: Xiao (2026), Section 4.6, pp. 77-86.
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Stablecoin path vs CBDC path: U.S. and China calibrations

Calibration U.S. China Ramsey outcome Stablecoin CBDC
0 formal-sector share 0.85 0.74  Common fiscal target G = 0.05
T average tax wedge 0.22 0.18 Welfare W 0216 0.207
w cash share 0.17 0.05 Obtimal tax T* 015 0.04
B short govt bonds/GDP 012  0.042 M‘;ne o Lo ;.
Um  average inflation 2022-25 0.044  0.006 v 8 " e i
€ liquidity-buffer ratio 0.60 0.60 Common inflation y = 0.6%
Welfare W 0.192 0.198
Spending financed G 0.068 0.034

Same model, two calibrations: the stablecoin path buys fiscal space through private
reserve demand; the CBDC path keeps seigniorage public but has no reserve subsidy,
so debt pressure shows up as an inflation tax.

Source: Xiao (2026), Tables 67, App. F; parameters from Medina—Schneider (2018), OECD 2025, PBoC, NBS/World Bank
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Welfare: stablecoin economy vs CBDC economy

Actual welfare Welfare losses

N
o

m A mm A

N
o

Welfare W
-
G

-
o

Loss ratio (%)

H B
o Bl
N .

e

0
U.S. stablecoin

China CBDC

U.S. stablecoin

China CBDC

(a) Common fiscal target G = 0.05

Actual welfare Fiscal capacity

0.07
0.195 \ \
0.06
= 0100 °
g I —e— U.S. stablecoin
% 0.185 €005 —e— China CBDC
2
= 0.180 s
0.04
0.175
1 2 3 4 1 2 3 4

Inflation target [ (%) Inflation target [ (%)

(b) Common inflation target

@ (a) Hold G fixed: W = 0.216 (U.S. stablecoin) vs 0.207 (China CBDC); with no private reserve
demand for bonds, the CBDC planner relies on money growth of about 21%.

@ (b) Hold inflation fixed at 0.6%: CBDC welfare 0.198 vs 0.192, but financed G only 0.034 vs
0.068; the welfare gap widens as the target rises.

The ranking depends on what is held fixed: the fiscal target or the inflation target.

Dr. Xiao (GSM, PKU)

Source: Xiao (2026), Fig. 24 and Tables 6-7.
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e-CNY today: scale and the pilot map

Evidence level: official statistics, end-2025

@ RMB 19.5tn cumulative
transaction value

@ 3.57bn cumulative transactions

@ 1:cendof 2019
in2020.11
3:in2022.04
4:in2022.12
5: no pilots yet

@ 230m personal wallets opened

@ 19.08m unit wallets opened

wallets # active users |

\: cumulative value # balance

e-CNY pilot regions by wave: end-2019, Nov 2020, Apr 2022,
Dec 2022 until end-2025 (Source: Xiao, 2025)

Scale is large and broad; wallets and cumulative flows do not measure current use.
Source: People’s Daily, 19 Jan 2026, p. 2.
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E-CNY upgrading since Jan 2026: wallets, interest, reserves, operators

Bank-operated wallet Non-bank-operated wallet
Holder’s claim Liability of the operating bank Liability of the non-bank operator
Prudential Enters the reserve-requirement base; 100% guarantee fund held against
treatment deposit insurance under applicable the balance

rules
Return Real-name wallets may earn interest, No deposit interest; balances

paid by the bank under safeguarded through the guarantee

deposit-pricing rules fund
Aggregation Follows liquidity; no blanket MO to Follows liquidity; same principle

M1 reclassification

Interest is paid by the operating bank, not by PBOC

Operators: from 10 (end-2025) to 30 banks (Aug 2026); more smaller banks join
Since Jan 2026, the claim depends on who operates the wallet.

Source: PBOC policy explanation, 29 Dec 2025; PBOC operator expansions, 2 Apr and 17 Aug 2026
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Four jurisdictions, four legal objects

Mainland e-CNY HK stablecoin U.S. payment EU e-money token
stablecoin

Instrument Public digital RMB Fiat-referenced token Payment stablecoin E-money token
Issuer / PBOC; bank wallet is  Licensed issuer; claim Permitted issuer; E-money institution;
liability the bank’s liability on issuer redemption par redemption
Legal basis Framework 1 Jan Regime 1 Aug 2025; GENIUS Act 18 Jul MiCA Titles I11/1V,
(date) 2026; notice 6 Feb licences 10 Apr 2026 2025; conditional 30 Jun 2024

2026
Status (Sep Operating; see Two licensed; market In force; rules under Applied; transition
2026) perimeter below test ahead way under way

Mainland, 6 Feb 2026: virtual-currency financial business is prohibited; a Hong Kong licence gives no mainland
authorisation; RWA issuance in HK is not prohibited.
HKMA RMB Business Facility: RMB 200bn — 500bn from 10 Jul 2026 — capacity, not currency issuance.

Four labels, four legal objects: check the issuer, the claim and the jurisdiction.

Source: HKSAR Government / HKMA (6 Jun 2025; 10 Apr 2026; 7 Jul 2026); mainland notice (6 Feb 2026).
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Four RMB rails serve different jobs

Rail
CIPS

Retail
e-CNY

mBridge

CBETS

Core users
210 direct, 1,619 indirect

participants, Jun 2026

Households and firms

Participating central and
commercial banks

26 direct participants,
domestic and foreign

Scope

Cross-border RMB
payments: financial as
well as trade

Domestic payments;
selected cross-border uses
Wholesale multi-CBDC
common ledger

Single access point for
cross-border e-CNY, run
from Shanghai

Dated figure

Jan—-Aug 2026: RMB
139.7tn, 6.023m
payments

End-2025: RMB 19.5tn
cumulative

Trial Jun 2024—end-2025:
RMB 477.8bn, 4,868
payments, about 96% in
e-CNY

Direct participant
agreement, 16 Jun 2026

CBETS is separate from CIPS and mBridge; the four figures are not comparable.

The rails complement one another; none replaces correspondent banking.
Source: CIPS operator statistics (end-Jun and Aug 2026); Xinhua and Standard Chartered China (Jun 2026); People’s Daily, 19
Jan 2026; BIS Project mBridge

Dr. Xiao (GSM, PKU)
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Cross-border in practice: a Yiwu exporter's workflow

Local bank or USD or RMB :
Overseas buyer . . Yiwu exporter
payment provider settlement rail?

[access, KYC/AML, FX quuidity} [customs, tax and trade documents]

@ With geopolitical tension, a merchant may want RMB settlement but lack a directly
connected local institution.

@ Shipment delays, exchange-rate risk and documentary mismatches can outlast payment
speed.

@ A compliant route must align the goods flow, funds flow and reporting trail.

@ Newest status: Yiwu Pay has started to collaborate with CBETS since June 2026.
The mBridge has not covered the last mile: internationalisation fails at the weakest
access, liquidity or compliance link, not only at settlement.

Source: Yiwu field interviews, Mar/June 2026
Dr. Xiao (GSM, PKU) SCOR Foundation Webinar 27/43
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Two paths of Currency Digitalization

U.S. path: privatised money, public-debt support
GYS — (pp—1)(Bp+ Bs) = pmzm +p% T(a1df + lsardf)
——

net govt. borrowing seigniorage total taxation
China path: public money, e-CNY
GChina — (¢, —1)B, = pm[pzc + (1 — p)zm] + M3 T (0 df + ap df)
~—

N
net govt. borrowing seigniorage total taxation

@ new bond holders: private issuers’ reserves affect the bond market, then possibly subsidize govt.
borrowing.
@ different seigniorage base: partly privatised, versus two public monies.
@ different macro transmission channels: bond market vs. monetary base; taxation base change;
public finance vs. money.
Two divergent paths with one framework: monetary base, formal taxation and govt.

borrowing.
Source: Xiao (2026), SSRN WP, Sec. 5
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Part 3
Uncertainty in the Future

Regulatory clocks, scenarios, China’s next steps, tokenised deposits, and what
(re)insurers should watch to 2030.
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Regulatory clocks 2025-2027: four jurisdictions

mid-2024 2025 2026 2027
[CLARITY cloture
GENIUS Act Proposed rules failed 49-50
United 18 Jul 2025 Mar—Aug 2026 15 Sep 2026
D _ it —-——a
States  \1iCA titles Full application CASP transition
European (30 Jun 2024 30 Dec 2024 ends 1 Jul 2026
_ r— —— ®
Union Ordinance in force First 2 licences
Hong 1 Aug 2025 10 Apr 2026
® o
Ko
"e [e—CNY 2.0 } [AMAC notice } 30 operators
Mainland 1 Jan 2026 6 Feb 2026 17 Aug 2026
—————e —— —
China

No U.S. final rule as of Sep 2026; the Act applies 18 Jan 2027 or 120 days after final rules. The two Hong Kong
licences (Anchorpoint Financial; HSBC) permit operation, not launch, and give no mainland permission.

Convergence on reserve and disclosure rules; divergence on who may issue and where
the token may circulate.
Source: P.L. 119-27 sec. 20; OCC Bulletin 2026-3; Federal Register; MiCA arts 143, 149; HKSAR 6 Jun 2025, 10 Apr 2026;

PBOC 29 Dec 2025; AMAC 6 Feb 2026; Xinhua 17 Aug 2026; U.S. Senate roll call 234, 15 Sep 2026.
Dr. Xiao (GSM, PKU) SCOR Foundation Webinar 30/43
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Three monetary futures, not one forecast

more rail
interoperability
A
Dollar dominance Hybrid coexistence with
amplified through interoperability across
stablecoins rails

dominant unit, segmented Fragmentation into

|
|
access: plurality is not | currency blocs with
required for fragmentation | parallel rails

more currency
plurality

>

The currency map and the rail map can change at different speeds.
Source: Xiao (2026), policy analysis; no scenario probabilities assigned.

Dr. Xiao (GSM, PKU) SCOR Foundation Webinar 31/43



Uncertainty ahead
0O00@00000000000

Scenario evidence: digital dollarization in emerging markets

@ S&P Global Ratings (2026): USD-stablecoin [|0C3| inflation or depreciation ]
holdings across 45 emerging markets could rise Y
from US$70bn to US$250—730bn [demand for dollar stablecoins ]

A
@ Nigeria: IMF WP/23/104 (Ree, 2023) found

weaker transmission; deposit outflow
98.5% of eNaira wallets unused after one year \

@ BVNK 2026 survey, as reported: 59% of ‘ policy response: restrictions, local ‘
Nigerian crypto users hold USDT, 48% USDC CBDC, licensing

@ Central bank of Nigeria: admitted low adoption  The IMF Global Financial Stability Report (April

+

at the retail end; urged the redirecting to 2026) discusses emerging-market cross-border
“G2P", wholesale or cross-border use, June stablecoin flows.
2026%

For a retail user the stablecoin is a dollar; for the host central bank it is capital flight
with monetary sovereignty erosion.

Source: S&P Global Ratings (2026) scenario; IMF WP /23/104 (2023) on eNaira; BVNK survey 2026, as reported; IMF GFSR,
April 2026. * CBN, “Nigeria Payments System Vision 2028", 1 June 2026.
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China’s next steps, 20262027

Track What is scheduled or already in place

Retail: e-CNY Banks pay interest on real-name wallet balances (deposit-rate self-discipline);

2.0 balances enter the reserve-requirement base; non-bank payment institutions hold
100% margin. Cash-type 1.0 — deposit-type 2.0; 30 operating banks.

Wholesale mBridge: RMB 477.8bn cumulative Jun 2024-end-2025, about 96% e-CNY

cross-border (official); RMB 600bn (~US$88.6bn) by late Jun 2026 (SCMP); Macau joined 2

Jun 2026, six jurisdictions. CBETS platform signed 16 Jun 2026: 26 direct
participants, Shanghai operations centre.

CIPS 210 direct participants (Jun 2026); HKEX-CIPS memorandum 7 Jul 2026.

Hong Kong Tokenised deposits (EnsembleTX live since 13 Nov 2025), stablecoin issuer
licences, RMB 500bn liquidity facility (Jul 2026).

Payment volume is not reserve substitution: IMF COFER 2026 Q1 — USD 57.13%, EUR 20.03%, RMB 1.99%.

China scales rails and wallet economics; the reserve-currency layer moves slowly.

Source: PBOC 29 Dec 2025; Xinhua 17 Aug 2026; BIS mBridge; SCMP Jun 2026; CBETS 16 Jun 2026; CIPS; HKEX; HKMA,;
IMF COFER 2026 Q1.
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Industrial application of e-CNY: programmable prepayment escrow

: Staged release
‘ Family prepays Bank converts Smart contract 30,/30/30,/10
a package to e-CNY locks the balance

\ on delivery

unused balance refunded

A trust and working-capital contract What changes, what remains
@ Buyer: unsecured claim on future service @ Changes: release follows verified delivery
@ Merchant: cheap working capital @ Remains: verification, code and cyber risk,
@ Regulator: hard to protect spent funds liquidity, recourse

pilot, provisional to July 2026

Programmability greatly narrows fund-diversion risk; almost-zero default of merchants.

Source: Jovanovic and Xiao (2026), Working Paper.
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Evidence: escrow balances and contracts, June 2025—July 2026

Escrowed Funds and Total Contract No. by Month Released Amount and Refunds by Month
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—— Escrowed Funds —— Total Contract No. Released Amount —— Refund Amount
Escrowed funds RMB 1.16bn — 4.49bn; contracts RMB 3.55bn released and RMB 47.9m refunded by
266k — 896k; both more than tripled. Jul 2026; refund series begins Aug 2025.

pilot, provisional to July 2026

The adoption unit is an escrowed contract that can easily refund unused balances.
Source: Jovanovic and Xiao (2026), Working Paper
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Why sellers self-select: the smart-contract threshold

Wallet-bound design Bank-converted design
Buyer action Open and use an e-CNY wallet Pay by e-CNY, bank card or an existing
wallet app
Buyer setup Positive: a new app and a new payment  Close to zero: the familiar checkout
cost habit
Conversion Funds originate in the buyer's e-CNY Banks subsidize merchants to join the
wallet pilot, and converts funds into

programmable e-CNY

Selection. Reliable sellers lose less from payment Diffusion. Shared infrastructure and lower buyer
on delivery, so they adopt first. friction widen coverage over time.

pilot, provisional to July 2026

Accommodating the buyer’s habit change is the decisive friction; escrow then screens
sellers.

Source: Jovanovic and Xiao (2026), Working Paper.
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What it means for banks and CBDC adoption: the programmability stack

Banks’ business case: .
Custody and access: keys, permissions, recovery,

@ Before 2026: a cash-like central-bank concentration
liability, unremunerated, outside the A
deposit base Program and governance: code, data inputs,
upgrades, override and dispute process

@ From 1 Jan 2026: a bank-wallet
balance is a bank liability; real-name
wallets earn interest but the rate is very
low

@ Escrow balances hence become stable, =~ Smart contracts condition when payment is released; they
do not remove but greatly decrease seller default and legal

disputes.

Y

Legal claim: obligor, redemption, insolvency,
jurisdiction, enforceability

core deposits, and even a
client-relationship channel

pilot, provisional to July 2026
A monetary-design change can alter banks’ incentives to build programmable rails,
then to promote CBDC adoption.
Source: PBOC framework, 29 Dec 2025; People’s Daily, 19 Jan 2026; Jovanovic and Xiao (2026).
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Tokenised deposits and unified ledgers: BIS and IMF in 2026

@ 'Digital innovation is transforming finance, potentially enabling greater competition and
efficiency in payment systems and financial intermediation.”

@ “Stablecoins display some of tokenisation's potential to support faster and programmable
payments, but current designs fall short on foundational properties of money.”

© “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.”

Four claims. Stablecoin: issuer token on reserves. Tokenised deposit: bank liability on a ledger.
CBDC: central-bank liability. Unified ledger: reserves, bank money and assets on one venue.
Under way. Project Agora: 8 central banks, 40+ institutions (BIS, 27 May 2026). Hong Kong
EnsembleTX: first cross-bank tokenised-deposit transfer, HKD 3.8m (13 Nov 2025).

IMF GFSR (Apr 2026), paraphrase: redemptions deplete reserves, sales depress bond prices, solvency erodes,
more redemptions follow.

The official sector’s answer to stablecoins is tokenised bank money, not a ban.
Source: Verbatim key takeaways, BIS AER 2026 ch. 1l (23 Jun 2026); BIS 27 May 2026; EnsembleTX 13 Nov 2025; IMF GFSR

Apr 2026.
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Redemption stress is a balance-sheet process

confidence or redemption cash use, repo,
access shock requests or asset sales

Absorbers

market liquidity or delayed
access

bill yields and F token discount

cash buffers; short duration; transparent reserves;

concentrated holders; access outages; maturity or

reliable redemption channels; market liquidity currency mismatch; legal uncertainty; correlated

sales

BIS Working Paper 1270 (2025): a US$3.5bn stablecoin inflow lowers 3-month T-bill yields about
0.7bp on impact, and outflows move yields two to three times as much.

“Fully reserved” describes a constraint; it does not guarantee frictionless liquidation at
par.

Source: FSB (2023); BIS Working Paper 1270 (2025); Xiao (2026).
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Implications for (re)insurers

Start with the currency gap Instrument First control question

near-term liquidity gap, by currency = Stablecoin Who owes, what backs it, and
liquid assets and realisable hedges — who redeems at par under
near-term outflows and collateral calls stress?
Tokenised Which bank, which resolution
Where the 2026 shocks land deposit regime, where is ledger finality?
@ war-risk and trade-credit exposures where Public Which operator holds the claim,
receivables lengthen digital and who may hold or freeze it?
@ currency mismatch by rail, not only by money
balance-sheet total FX move spread move
@ counterparty access risk when a rail or an T = =
. liquidity haircut rail outage
issuer can freeze

Digital money changes the composition and the operational risk of the currency gap,
not the arithmetic of asset—liability management.

Source: Author’s stress-testing framework; BIS (2026); calibrate to each institution. Full instrument table in the appendix.
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Signposts to watch, 2026—2030

U.S. rules: GENIUS

final rules and effective e-CNY 2.0:
date; CLARITY Act interest-bearing, more Reserve layer: RMB
revival after the failed adoption domestically share in COFER and
15 Sep cloture vote and internationally SWIFT
L 4 @ @ @ @ o—>
2026 2030

Rails: mBridge and
CBETS membership
and volumes

Geopolitics: Hormuz
and safe-asset yields

Hong Kong: second
batch of issuer licences

Watch implementation, usage and stress transmission—not announcements.

Source: Monitoring framework synthesised from OCC, ESMA, PBOC, HKMA, BIS, FSB and IMF materials.
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Three takeaways

1 2 3

Fragmentation is The two paths differ by  Uncertainty is regulatory
operational balance sheet and geopolitical
It works through settlement Private money backed by public  But the industrial application of
access, collateral and cash-flow debt versus public money issued  programmable CBDC is already
timing—not mainly through the  through banks, with different observable (Jovanovic and Xiao
unit of account. fiscal and welfare trade-offs 2026)—watch the signposts.
(Xiao 2026).

Scenarios guide preparation; they do not replace institutional due diligence.

Source: Xiao (2026); Jovanovic and Xiao (2026), working paper; official sources cited on the preceding slides.
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Questions & Discussion

Claims, rails, balance sheets, and the path to 2030

e-CNY & RMB rails Institutional exposure

Dollar stablecoins
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Al. Institutional and regulatory source map

Topic Use in the deck Primary source

2026 shock; war timeline, Hormuz; yields, dollar, Brent public war timelinet; FRED DGS10,
markets DFI110, DTWEXBGS, DCOILBRENTEU
Token-layer Iran-linked USDT freezes; AML /sanctions OFAC actions 24 Apr, 14 Jul, 9 Sep
sanctions standards 2026; CoinDesk, Chainalysis; OCC

U.S. stablecoins
European Union
Hong Kong
Mainland China
Cross-border

rails
Global principles

GENIUS enactment, application conditions,
rulemaking

MiCA application and CASP transition
Ordinance; first licences; tokenised deposits

e-CNY 2.0 framework; operators;
virtual-currency perimeter
mBridge, CBETS, CIPS scale and

membership

redemption, governance; tokenisation agenda

Bulletin 2026-28

Public Law 119-27; OCC Bulletin 2026-3;
Federal Register

ESMA rulebook, Articles 149 and 143
HKSAR/HKMA releases (6 Jun and 29
Jul 2025; 10 Apr 2026); HKMA
EnsembleTX (Nov 2025)

PBOC (29 Dec 2025); Xinhua (2 Apr, 17
Aug 2026); AMAC (6 Feb 2026)
People’s Daily (19 Jan 2026); SCMP (22
Jul 2026); Xinhua (17 Jun 2026); CIPS
FSB (2023); BIS Annual Economic
Report 2026, ch. Il

* press-reported dates to be re-confirmed before delivery. Links: OCC 2026-3 - OCC 2026-28 - ESMA - PBOC

speech (cnfin.com) - AMAC - HKSAR - BIS AER 2026 - FSB - FRED
Dr. Xiao (GSM, PKU)
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https://occ.gov/news-issuances/bulletins/2026/bulletin-2026-3.html
https://occ.gov/news-issuances/bulletins/2026/bulletin-2026-28.html
https://www.esma.europa.eu/publications-and-data/interactive-single-rulebook/mica/article-149-entry-force-and-application
https://www.cnfin.com/hb-lb/detail/20251229/4357455_1.html
https://www.cnfin.com/hb-lb/detail/20251229/4357455_1.html
https://www.amac.org.cn/xwfb/zjyw/202602/t20260206_27340.html
https://www.info.gov.hk/gia/general/202604/10/P2026041000471.htm
https://www.bis.org/publ/arpdf/ar2026e3.htm
https://www.fsb.org/2023/07/high-level-recommendations-for-the-regulation-supervision-and-oversight-of-global-stablecoin-arrangements/
https://fred.stlouisfed.org
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A2. Research and data source map

Public data and report

Xiao (2026)—model + calibration (working IMF COFER, 2026 Q1—reserve composition;
paper, 6 July 2026). Channels for safe assets, excludes gold.

collateral, seigniorage and welfare; U.S. stablecoin SWIFT RMB Tracker; CIPS

and China CBDC calibrations. statistics—payment shares and participation,
Jovanovic and Xiao (2026)—model + field dated by month.

evidence from a Shenzhen pilot (working paper, 3 BIS AER 2026, ch. IlI; BIS WP

Sep 2026; not for circulation). Seller selection, 1270—tokenisation agenda; stablecoin flows
adoption and staged payment; pilot data to July and T-bill yields.

2026, provisional. IMF GFSR, April 2026—redemption feedback
Author’s fieldwork, Yiwu, March/June loop; EM cross-border stablecoin flows.
2026—exporter observations on transit, S&P Global Ratings (2026); IMF WP (2023);
receivables and settlement; no identities or BVNK (2026)—EM stablecc;in scenarios: '
quotations. eNaira adoption; Nigeria survey (as reported).

Linked sources: IMF COFER - BIS AER 2026 - BIS WP 1270 - BIS Agora - CIPS - CPMI 2020
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https://data.imf.org/en/news/imf%20data%20brief%20july%201
https://www.bis.org/publ/arpdf/ar2026e3.htm
https://www.bis.org/publ/work1270.htm
https://www.bis.org/press/p260527.htm
https://www.cips.com.cn
https://www.bis.org/cpmi/publ/d193.htm
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A3. Questions that reveal the real exposure

For an instrument or counterparty For the institution

@ Who is the legal obligor? @ Where does exposure sit: asset, liability,

@ What assets or balance sheet support collateral, or operation?

par? @ Which FX, liquidity, and access shocks

© Who has a direct redemption right? are correlated?

© Which law governs insolvency and © What is the fallback if code, data,

finality? custody, or a rail fails?
@ Who can freeze the asset or block the Q Which signpost would change the
rail? current limit?

A technology label is never a substitute for a legal-entity and balance-sheet map.
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Backup: calibration anchors behind the threshold ratios

Object Value Role in the experiment

o 0.85 Formal-sector share anchor

T 0.22 Average formal transaction-tax wedge
w 0.17 Cash share in formal-sector meetings
€ 0.60 Bank liquid-collateral requirement

B 0.12 Near-threshold bill stock in model units
a3 0.05 Stablecoin-meeting penetration

X 1.00 Fully backed benchmark

Empirical Bs 0.0026 2.2% of the normalized bill stock
Satiation B} 0.0075 First-best stablecoin settlement
Scarcity Bt 0.0206 Bank collateral starts binding

The 3x and 8x comparisons come from one internally consistent calibration; each
anchor can move the thresholds.

Source: Xiao (2026), Tables 2, 4, and 5
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Backup: what would move the welfare window?

Moves the lower bound B;

Moves the upper bound BS"it

@ More token-use opportunities @ Public bill supply

@ A larger informal-sector mass @ Bank liquidity requirements

o Lower pledgeability of reserves @ Real money balances and sector

choice

Window exists when B < BTt

A policy that improves reserve safety can still narrow or shift the feasible scale for
welfare gains.
Source: Xiao (2026), Proposition 5 and Section 4.6
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Backup: what the dollar path buys the sovereign (full argument)

B= B, + B,
S~
bank Collatera| iSSUer reserves

Safe-asset subsidy Collateral scarcity Seigniorage erosion
Once bank collateral is The same bonds become Token settlement can
scarce, issuer demand raises unavailable to banks that displace cash and narrow
the bond liquidity premium; support deposit-backed the public money base.
funding cost can fall. y trade. J

A reserve mandate improves backing quality but does not eliminate the macro
trade-off over who holds safe assets.

Source: Xiao (2026), Sections 4.2-4.6
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Backup: more issuer

One issuer Many issuers
Stablecoin settlement 0.60 — 1.00
Public borrowing cost 0.087 — 0.079
Model welfare 0.167 — 0.165

Finance ranking Welfare ranking
Entry expands settlement and deepens the Lost bank-intermediated trade outweighs the
Treasury subsidy. settlement gain here.

More entry deepens the Treasury subsidy, yet can reduce welfare when collateral
crowding dominates settlement gains.

Source: Xiao (2026), Figure 21, pp. 99-100
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Backup: the model as a stress map

Signpost Model channel Institutional exposure
Stablecoin reserve Bill demand and redemption liquidity = Money-market yields; liquidity
growth buffers

Bank collateral Scarcity threshold shifts Deposit funding; repo and HQLA
conditions spreads

Cash displacement Seigniorage base contracts Fiscal-monetary adjustment
Issuer concentration Supply, backing, and market power Counterparty and operational

concentration
Debt-supply response Treasury accommodates demand Thresholds and incidence can move

Monitor the state variables—reserve composition, redemption access, collateral supply,
and policy response—rather than a headline token total alone.

Source: Xiao (2026), Sections 4.6—4.7; conditional interpretation
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Backup: what the Shenzhen evidence can show

Evidence What it supports What it does not identify

Escrowed funds and Rapid growth in recorded Unique users, displacement of

contract counts industrial use other payment methods

Releases and refunds  Programmed cash-flow rules The causal effect on fraud,
operated at scale complaints or welfare

Field interviews Mechanisms, implementation Population averages or
frictions and bank incentives post-upgrade causal effects

Registry comparisons  Coverage and measurement differ ~ The exact size or risk of the
across systems unobserved merchant pool

The pilot is strong evidence of feasibility and scale; causal evaluation needs a
comparison design.

Source: Jovanovic and Xiao (2026), working paper.
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Backup: due diligence for programmable-money exposure

o
2]
o

Claim: Who legally owes the wallet holder or token holder?
Control: Who defines, verifies and can amend the release condition?

Recourse: Which court, supervisor or resolution regime applies when code and
contract diverge?

@ Liquidity: Can the asset be redeemed, converted and hedged under stress in the
relevant jurisdiction?

[Iegal claim ]—»[ code + data ]—» liquidity

Operational finality is only one link in the risk chain.

Source: Institutional synthesis from PBOC, HKMA, BIS and the Shenzhen case.
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Backup: the instrument determines the control questions

Primary claim Backing Liquidity Programming
backstop
Stablecoin token defined by reserve portfolio reserve and market token or
the issuer arrangements application layer
Tokenised liability of a bank bank balance bank and bank or platform
deposit sheet central-bank layer
framework
Public digital central-bank public and public framework wallet and
money money; e-CNY intermediary plus intermediaries  platform rules
bank wallets differ  structure
Common multiple claim-specific instrument-specific  shared execution
platform represented claims

Five gates: Who owes? What backs it? Who redeems? Where is settlement final? What happens when code,
data or access fails?

The table classifies instruments; it does not rank them.
Source: BIS (2026); product-specific law and contracts remain controlling.
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Backup: the smart-contract threshold in detail

up-front money adoption smart-contract
contract threshold escrow
f > seller reliability
-

lower setup cost or buyer friction

In words: a seller adopts escrow when the expected gain from credibly committing to deliver exceeds
the setup cost of the programmable rail. Reliability enters the gain, the buyer's habit change and
onboarding enter the cost, and the threshold is where the two are equal.

Selection. Reliable sellers lose less from payment Diffusion. Shared infrastructure and experience
conditional on delivery, so they adopt first. lower setup costs, moving the threshold left.

pilot, provisional to July 2026

Escrow can screen sellers, while lower adoption frictions widen coverage over time.
Source: Jovanovic and Xiao (2026), working paper: baseline selection and dynamic-adoption sections.
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