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Ranking Member Warren wants to work with Democrats and Republicans to advance a stablecoin bill that includes common
sense rules to protect consumers, national security, U.S. financial stability, and competition in the economy. However, the
updated GENIUS Act fails to meet this standard in five critical ways:

1. Invites Elon Musk, the Trump Organization, and Big Tech giants to control our money.

The separation of banking and commerce — which dates back to America’s founding — is critical for our economic
prosperity. This bill would break down that separation, turning a blind eye to corruption and conflicts of interest,
undermining competition across the economy, threatening financial stability, eroding financial privacy, and
concentrating control of our money in the hands of a few Big Tech giants. Prior to this legislation, the primary
bipartisan stablecoin bills moving through Congress prohibited commercial entities from owning stablecoin issuers.

Under current law, Big Tech companies and other commercial conglomerates are prohibited from issuing their own
currencies in the U.S. If these firms want to engage in payments, they must partner with, or facilitate transactions
among, regulated financial institutions. But this stablecoin bill breaks that status quo by greenlighting Big Tech
companies and other commercial conglomerates — like the Trump Organization — to issue their own stablecoins,
which is the functional equivalent of a bank deposit. Regulators would also have significant discretion to allow
issuers to directly engage in non-stablecoin activities.

Under this bill, Big Tech billionaires could monitor our transactions to monetize more intrusive advertising and
more effective surveillance pricing schemes, wield power over the payments system to preference their other
businesses and crush competitors, and force the largest bailout in U.S. history when it all blows up.

Under this bill, Elon Musk could fashion “X Money” as a stablecoin and open the floodgates to Big Tech companies
following suit only five years after Facebook’s failed Libra scheme, which faced bipartisan opposition. The U.S.
financial system could further degrade into the Chinese model, where Alibaba and Tencent dominate.

2. Provides little protection for consumers’ funds.

Under this bill, the Consumer Financial Protection Bureau may not have the authority to conduct oversight over
stablecoin transactions or apply the suite of payments safeguards people enjoy when using Venmo or a debit card
under federal consumer financial law. The bill would also risk leaving stablecoins outside basic state consumer
protection rules.

Under this bill, state-licensed wallets that are used to store and make payments with stablecoins would be allowed
to operate without much-needed federal financial safeguards that protect consumers from suffering losses or having
their funds frozen. All wallet providers would be allowed to commingle customer funds in omnibus accounts
without strict recordkeeping practices—the exact risk that destroyed customers when Synapse Financial collapsed.

Under this bill, stablecoin issuers would generally be resolved through bankruptcy if they fail. Consumers would
have their funds frozen, likely suffer losses, and then have to wait months or years to get what’s left of their money
back, despite the bill’s slapdash attempt to speed up the prolonged bankruptcy process.

Under this bill, all but the very largest stablecoin issuers get to evade meaningful auditing and financial reporting
requirements, leaving consumers vulnerable to the type of financial fraud that is rampant in the crypto ecosystem.

Under this bill, there are zero consumer protections on stablecoin issuers’ redemption policies, leaving consumers
exposed to delays, process hurdles, and junk fees.



3. Authorizes a payment system that works for terrorists, cartels, and sanctions targets.

Stablecoins and other cryptocurrencies make it easier to finance terrorism, evade sanctions, and pay for a wide
range of criminal conduct. This bill does not include adequate controls, and it will supercharge these unlawful
activities by making it far easier to finance them with few tools to stop that facilitation.

This bill does not apply basic safeguards against money laundering and terrorist financing directly on exchanges
and other service providers that often facilitate illicit mixing and obfuscation of criminal proceeds. Once those
stablecoins are circulating without basic checks, others would be able to use them to get money into the hands of
terrorists, foreign adversaries, and child pornographers.

Under this bill, regulators would not need to evaluate key national security considerations — including an entity’s
history or future risk of facilitating sanctions evasion, terrorist financing, or other criminal activity — before
authorizing it to issue stablecoins.

Under this bill, there is no provision authorizing the United States to enforce existing sanctions on those who use
U.S. dollar-backed stablecoins rather than U.S. dollars to benefit North Korea, Iran, or other sanctioned countries
or entities.

4. Establishes an easy loophole for foreign evasion of U.S. rules by companies like Tether.

Under this bill, a company could issue a stablecoin offshore and have it listed, traded, and utilized in the U.S. —
without facing all of the requirements of this bill. Companies like Tether, a favored payment instrument for
criminals, or other foreign stablecoins that do not meet strong standards, can evade this framework.

5. Places the stability of the financial system at risk and begs for more bailouts.

Payment stablecoin issuers would be permitted to invest in assets that aren’t extremely safe, including uninsured
bank deposits, money market funds, and repo loans to highly leveraged hedge funds. The bill also has a massive
loophole, as issuers can invest in any other “liquid” assets approved by regulators, which could include mortgage-
backed securities and corporate debt.

Under this bill, federal regulators would have no authority to prevent risky companies from obtaining a state license
and evading meaningful federal oversight, despite issuing a form of currency tied to the U.S. dollar.

Under this bill, even for federal stablecoin issuers, regulators have essentially no choice but to approve applications,
even if the owners have a history of financial fraud or money laundering. That means regulators would have no
grounds to deny an application for a stablecoin company owned by Sam Bankman Fried, even if he is still in prison.

Under this bill, regulators’ ability to apply capital and liquidity safeguards meant to prevent stablecoin issuers from
blowing up and destabilizing the financial system is severely constrained.

These risks are not hypothetical. Circle’s stablecoin crashed from $1 to $0.88 in March 2023 before regulators
announced that the company’s deposits at Silicon Valley Bank would be bailed out. In addition, money market
funds and the repo market, which are permissible stablecoin investments under the bill, have been bailed out twice
in 20 years.



