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GENIUS Act: SWOT Analysis

Weaknesses

» Provides more regulatory clarity by creating a framework * Introduces a complex regulatory framework that may be
for stablecoin issuers, defining key terms and standards challenging for new entrants.

for issuance and operation. » Scope is limited to permitted payment stablecoins, rather

» Promotes financial stability by requiring issuers to than providing a holistic framework for all digital assets and
maintain reserves and comply with capital and liquidity transactions.
requirements. + Silence on DeFi and the ambiguous scope of state law

* Preserves traditional banking and differentiates bank preemption contribute to a challenging and uncertain
deposits by prohibiting interest payments. regulatory environment.

» Strengthens U.S. dollar’s role as a reserve currency.  Stringent requirements for reserve management, audits, and

reporting could impose significant costs on issuers, which

» Reduces financial crime risk by mandating compliance o o >IIH ’ e
could disincentivize foreign issuers from seeking permission.

with the Bank Secrecy Act and other anti-money

laundering laws. » Uncertainty regarding details of to-be-issued implementing
rules and lack of clear guidance for operating during the 1-3-
year rulemaking process.

Threats

 Clear permissibility creates the potential for mainstream » Extensive regulatory requirements could deter smaller
adoption. companies from entering the payment stablecoin market,
+ Clear regulation could encourage new entrants into the reducing competition.
stablecoin market and bring foreign issuers back to the » No rules prohibiting felons convicted of financial crimes and
US market, leading to significant growth. fraud from owning or acquiring payment stablecoin issuers
» Reciprocity with foreign jurisdictions facilitates cross- may increase the potential for bad actors.
border transactions and promotes international » No mandatory floor for regulatory capital requirements could
collaboration. pose a threat to safety and soundness of the financial
* Fosters innovation and growth to drive technological system.
progress. » As digital assets, stablecoins are vulnerable to cybercrime.
* Digitization, self-custody capabilities and product » Lack of oversight for risky practices, including stablecoin
development create potential for instant, always-on, issuers engaging in derivative transactions, destabilize the

payment and settlement systems. financial system.
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