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Disclaimer:

The views and opinions expressed are made in good faith and are those
of the individual speaker and are not necessarily the views and opinions
of the Board of Governors, the Federal Reserve Bank System, or the
Federal Reserve Financial Bank of Atlanta. The primary purpose of this
presentation is to educate and inform, and no warranties or
representations of whatever nature are made, including but not limited
to the accuracy or completeness of the information contained herein.

Lastly, this presentation does not constitute legal or other professional
advice or services.
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Federal Reserve’s Role in Payments

Vv’

Leader/Catalyst

SR

Advocate, educator,
change agent, and
influencer in payment
processes and
payment system policy

Vv’

Service Provider

>

Provider of payments
services to U.S.
depository institutions
that include ACH,
check, cash, funds and
security transfer, and
national settlement
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Fiscal Agent

Provider of a broad set
of services to the U.S.
Treasury, government
agencies, and other
fiscal principals in
their capacity as a
fiscal agent and
depository

The Federal Reserve’s payments
Mission is, “to foster the integrity,
efficiency, and settlement systems
in support of financial stability and

economic growth”,




Payments Forum: Purpose

 Services to Financial Institutions and the Public for the purpose
of Financial System Research and Strategic Planning

 Includes research and strategic outreach initiatives that the
Federal Reserve undertakes its role as a Central Bank

 These Initiatives seek to:

a) generate financial industry (societal) benefits through innovation and
Increased efficiency throughout the payments/financial system;

b) Provide financial institutions and the public with appropriate access
to services provided by the financial services industry; and

c) Assure safety and soundness of the financial system
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Headlines

Latest Updates

Issuing Their Own Stablecoins

Corporate coins could take payments activity away from banks and the
traditional financial system
Updated June 13, 2025 4:51 pm ET

@ Walmart and Amazon Are Exploring

Visa and Bridge Partner to Enable Stablecoin-
@ BY PYMNTS | APRIL 30, 2025 Linked Cards

Big Banks Explore Venturing Into
Crypto World Together With Joint

Stablecoin a2z 2025

The discussions involve payments companies co-owned by JPMorgan
Chase, other large banks
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What is a Stablecoin?

* Type of Cryptocurrency

* Digital tokens designed to maintain
values, usually pegged to fiat (e.g., USD)

* Collateralized to value of underlying
asset

* Bridge between crypto and traditional
finance
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Stablecoin Purpose

Combine the benefits of digital assets with the price stability of

traditional
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Types of Stablecoins

4 )
$ Fiat Collateralized

Backed (1:1) by fiat currency

(e.g.,USD, EUR) held in reserve.

Commodity
Collateralized

Pegged to
commodities like
gold or oil, with
reserves backing

\ the value.

J

Crypto
Collateralized

Backed by other
cryptocurrencies,
often over-
collateralized.

J

Types of
Stablecoins

f Algorithmic )
Backed by use of algorithms to
control supply and demand,

\_ adjusting supply to maintain peg. — /

© 2025 Federal Reserve Banks — Materials are not to be used without consent.



Fiat-backed (“Pegged”) Stablecoin
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Why Were Stablecoins Created?

Bridge between traditional finance and crypto

- Serve as a translation layer between traditional finance and blockchain. Allow
access to crypto services without exposure to volatility, and enable settlement
without constant fiat conversion

Need for price-stable digital assets

» Volatile cryptocurrencies made daily use impractical. Stablecoins offer predictability
and usability, fulfilling core monetary functions: store of value, medium of exchange,
and unit of account

« Enable faster, global, always-on transactions
« Enable near-instant, 24/7 global transfers with lower fees. Ideal for remittances,
global payroll, and cross-border commerce
Address limitation of fiat-based infrastructure

* Legacy systems are slow and exclusionary. Stablecoins are programmable, internet-
native, and accessible globally, enabling financial innovation and broader inclusion
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Stablecoin Use Cases

Hedge Against

Volatility
Protect agalnst crypto 01
price swings

Transactions &

Payments
Uséd for purchases

) Versatile and transfers
Tools in
Cross-border Lending &
Transfers y \ Borrowm%
Enables fast, cheap D Fuels DeFitoans and
global payments interest earning

Store of Value Trading & Liquidity

O 5 Holqls steady value in

Powers crypto trading 04

and DeFi pools

DeFi systems
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Market Snapshot (June 16th)

* Total Stablecoin Supply ~$250B Stablecoin Market Cap ($8)

260 - May.2025

* Top Issuers: Tether&, Circle’™, Ethena, 20 ~$2508
Dai@), and First Digital (£ 0
» Chains: Ethereum 4 Solana®, Tron 7 8

Base©), etc. o

80 A

e Transaction Volume (24 hr.): ~$103.4B 60 1

» Increasing integration into fintech, e- -
commerce, and banking APIs

Source: https://www.marketwatch.com/story/stablecoin-
supply-is-growing-fast-heres-how-it-compares-to-cash-
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How Stablecoins Work

Mint/Issue &
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1. Deposit 2. Storage of 3. Creates 4. Handle 5. Stablecoins
collateral assets issued to user

stablecoin minting &
enforce rules

%, N Burn/Redeem
(y
“ /©\%’o % %
O 0’4 : s % — '72}. O s
; - — ﬁ
C—— 1
5. Transfer 4. Payment 3. Sends proof 2. Stablecoins 1. Initiates
funds to user instructions of burn sent to burn redemption
address
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How Issuers Earn Money

Mint (create) or redeem

(convert to fiat) Integration with payment

systems, custodial service,
or partnerships with
exchanges and wallets

Lend out reserves;
staking or yield-
farming

Issuance & Pool of fiat or assets backin
Interest-bearing Redemption Fees L J
stablecoin invested short-term
assets : : o
Lending & financial instruments

@ Staking @

Float

(LN
Interest on N @ Management
Reserves NS~
Transfers,

redemptions or ulQ

conversions @ e

White-label stablecoin
solutions, compliance
tools, or high-volume
transaction processing

Transaction Prem_lum Serwc_es for
Institutional Clients

Fees Q



What is Cryptocurrency

Crypto Coins

 Digital assets secured by cryptography, often decentralized

* Key Features
* Blockchain-based
» Peer-to-peer transactions
* Supply varies

15
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Bitcoin vs. Stablecoin

Stablecoin

» Decentralized digital currency * Designed for price stability

* Alternative to fiat currencies » Pegged to fiat (e.g., USD)

« Primarily used as a store of value Purpose « Primarily used for payments & settlements
* Price driven by market demand & speculation » Backed by reserves for stability

* Fully decentralized * Mostly centralized

» Governed by protocol & consensus » Issued by single entities

* No central authority Management . p,cked by 1:1 reserves

* Prioritizes privacy using cryptography » Holder trusts issuer to manage reserves

» Operates solely on its own blockchain » Operates across multiple blockchains

* Open-source and decentralized » Improves resilience, liquidity, and efficiency
* Limited cross-chain flexibility Interoperability ° Supports DeFiintegration

» Enables continuous innovation and development * Creates competition

» Technically complex & requires coordination
between blockchain communities &
stakeholders
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Stablecoins: Deposits, Not Bank Deposits

« Bank Deposits = Leverage
» Deposits are loans to banks, used for credit creation
« Banks operate with fractional reserves and systemic risks

 Stablecoins = Fully-Backed Digital Cash

» Properly regulated stablecoins are 100% backed by safe, liquid assets held off
balance sheet

 Not lent out

« Unbundling Money & Banking
» Stablecoins separate payments from credit intermediation
» Enable value storage and transfer without exposure to bank risk

Stablecoins are deposits — but not bank deposits. They’re a new

financial primitive for programmable, secure value exchange

© 2025 Federal Reserve Banks — Materials are not to be used without consent.



Thank you!

Chris.Colson@atl.frb.org

Bhudgins@epayresources.org

Payments Forum: https://www.atlantafed.org/payments-forum

Take On Payments: https://www.atlantafed.org/blogs/take-on-payments

Request a Speaker: https://www.atlantafed.org/forms/news-events/speakers-
bureau/request-speaker

Connect with us @Atlanta Fed

f X in @O @

@{%@ Federal Reserve
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