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Discussion Outline 

Introduction
• Definitions
• Market size and dynamics
• Velocity vs cryptoassets
• Backing

State of finance today 
• Consolidation and increase in average bank size  
• Banks are exclusionary and used as a political cudgel 
• CBDCs on the horizon

Why cryptodollars matter
• Full auditability and transparency 
• Credibly neutral and open access 
• Real time attestations 
• Western property rights for all

Further reading
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Definitions

A cryptodollar is a dollar-denominated 
token circulating on a public blockchain

• Mostly liabilities of an issuer backing them with redeemable high quality liquid 
reserves, like USTs

• Some are backed by an over or undercollateralized portfolio of cryptoassets
• Majority are freezable, but some are censor-resistant 
• ‘Cryptodollars’ is a reference to ‘Eurodollars’ – also created to transact without 

supervision/oversight of the onshore dollar system
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From virtually nothing to $185B in 5 years

Fiat backed crypto 
dollars total $150b, 
with Tether and USDC 
dominating

Crypto backed (DAI) or 
undercollateralized 
(UST) crypto dollars 
have grown 
dramatically 
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Tether losing ground 

After years of 
total dominance, 
Tether has finally 
fallen below 50% 
market share, 
with USDC, 
BUSD, and UST 
gaining
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Crypto-dollars have higher velocities than crypto-commodities

Crypto-dollars

Crypto commodities 
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Array of collateralization strategies 

• Tether’s backing is infamously murky, although their transparency has improved 
recently 

• USDC and other onshore stablecoins are mostly backed by cash and treasuries 
• Others like UST are only partially backed, and maintain asset-liability mismatches 

Tether reserve breakdown as of Feb. 2022
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Fiat-backed cryptodollars are not fully censor-resistant

Right now, fiat-backed cryptodollars like 
USDT and USDC are freezable, although 
issuers only directly face off against 
users engaging in creation or 
redemption 

The internals of the network graph are 
largely unsupervised, giving 
cryptodollars cash-like qualities
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The architecture of finance is hopelessly 
politicized 
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Bank sector in the U.S. has seen significant consolidation

Commercial banks have 
died off and consolidated 
in the last 30 years 

Bank consolidation means 
less credit for SMEs, more 
regulation, and easier 
surveillance

Dodd Frank, new FDIC 
rules, and declining 
interest rates have caused 
massive waves of 
consolidation in the bank 
sector over the last 30 
years 
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Dodd-Frank Massively Increased Small Bank Compliance 
Overhead

How Are Small Banks Faring under Dodd-Frank? 
Pierce, Stratmann, Robinson – Mercatus Center, 2014 
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A Concentrated Bank Sector is Easily Politicized

In 2012, the Obama 
administration via the FDIC 
and DOJ began threatening 
banks with investigations if 
they didn’t deplatform entire 
industries 

Banks had no choice but to 
submit to these extra-judicial 
requests, only stopped when 
Congress stepped in 

Operation Choke Point: What it is and 
Why it Matters, Iain Murray (2014) 
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Banking as a Political Cudgel is Standard Practice Today
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A CBDC would totally eliminate the qualities of cash 

“In cash, we don’t know who is using a $100 bill or a $1000 peso today. A key difference with a 
CBDC is a central bank will have absolute control on the rules of regulations that determine the 
use of that central bank liability, and we will have the technology to enforce that. […] That makes 
a huge difference with respect to what cash is.”  (Oct. 2020)

Agustin Carstens, head of the BIS CBDCs would permit:

• Surveillance-
embedded cash

• Negative int. rates
on cash

• State control over
personal 
expenditures

• Full politicization of 
finance
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Why cryptodollars matter
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Crypto-dollars Provide Global Access to Western Financial 
Products & Property Rights 
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High Crypto Penetration Correlates with Weak Governance

Crypto disproportionately penetrates in 
emerging markets, especially countries in the 
grip of inflation, monetary repression, capital 
controls, or untrustworthy bank sectors 
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Crypto-Dollarization will bring USD Banking to EM 

USD banks – once a privilege 
reserved only for the 1% in EM – are 
now available on the smartphones 
of the middle and working classes 
in the global south 



CONFIDENTIAL INFORMATION 19

Living on public ledgers, stablecoins are inherently auditable  

Daistats.com Armanino’s trustexplorer built for TUSD

Real time comparison of 
liabilities (on the blockchain) vs 
assets (in commercial banks) 

Real time assessment of 
system solvency based 
purely on blockchain data 
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Crypto-Dollarization is a boon for the US Dollar

USD denominates 99% of all stablecoins
globally, despite constituting 60% of FX 
reserves and 40% of international trade  

USD
99.01%

Unit of Account by 
share of stablecoin 
supply
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Regulatory directions 

Federal govt – CBDC or hybrid
State (public) – Wyoming stable token act 
State (private) – SPDI and trust charter
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Further reading

General 
• Izabella Kaminska on FT Alphaville, Crypto Tethers as the new Eurodollars
• Peter Johnson in Jump Capital, Stablecoins: The Impending Rise of a Multi-Trillion Dollar 

Market

Regulatory 
• JP Koning on the Moneyness blog, Stablecoin Regulatory Strategies
• Antony Lewis, KYC in Stablecoins

Cryptodollars and Free Banking
• The Economist, The explosion in stablecoins revives a debate around ‘free banking’
• Larry White on Alt-M, Should we Fear Stablecoins?
• Nic Carter in Coindesk, Why Central Bankers Invoke Free Banking to attack Stablecoins
• Castle Island Ventures, Cryptodollars: the story so far
• George Selgin in the Cato Blog, Making Money Myths

Crypto and Dollar Dominance 
• Nic Carter in Coindesk, The Crypto-Dollar Surge and the American Opportunity
• Niall Ferguson in Bloomberg, 50 Years After Going Off Gold, the Dollar Must Go for Crypto

https://www.ft.com/content/b3c31dc4-336d-3167-84d7-fb5a15827b1e
https://jumpcap.com/insights/stablecoins-the-impending-rise-of-a-multi-trillion-dollar-market
http://jpkoning.blogspot.com/2021/08/stablecoin-regulatory-strategies.html
https://bitsonblocks.net/2019/10/30/kyc-in-stablecoins/
https://www.economist.com/finance-and-economics/2021/12/04/the-explosion-in-stablecoins-revives-a-debate-around-free-banking
https://www.alt-m.org/2021/06/24/should-we-fear-stablecoins/
https://www.coindesk.com/markets/2021/07/19/why-central-bankers-invoke-free-banking-to-attack-stablecoins/
https://www.castleisland.vc/cryptodollars
https://www.cato.org/blog/making-money-myths
https://www.coindesk.com/business/2020/09/03/the-crypto-dollar-surge-and-the-american-opportunity/
https://www.washingtonpost.com/enterprise/50-years-after-going-off-gold-the-dollar-must-go-for-crypto/2021/08/15/3a6dd3d4-fd97-11eb-911c-524bc8b68f17_story.html

