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Summary 

 The post-WW2 and Cold War global architecture is crumbling; systemic geopolitical and 

geoeconomic instability is rising; so are risks of geo-financial instability as fiscal deficits grow, 

public debt rises, and hopes for rate cuts meet sticky inflation.  

 Against this backdrop, stablecoins may play a pivotal role – though ironically they are likely to 

create further instability before cementing an alternative.     

 This report will explain what stablecoins are; why people may want to use them; why the US 

government certainly wants us to use them; and the hypothetical geopolitical and market 

implications of their roll out. 

What are stablecoins? 

Stablecoins have risen from a niche crypto product to front of mind for the US government, 

geopolitical analysts, economists, and market participants alike. What was initially viewed as an 

easier way to handle crypto risk on the blockchain is now seen as a potentially crucial variable in 

US debt management, USD reserve currency status, and global payment and trading systems. 

Stablecoins are digital assets designed to replicate fiat1 currencies, but we can break them down 

into the following subsets: commodity-collateralized, algorithmic, crypto-collateralised, and fiat-

collateralised. The first three are still niche markets, while the latter is our main focus given it 

accounts for the overwhelming market share today and, more so, going forward.    

Fiat-collateralised stablecoins are issued on the blockchain backed by a pool of fiat collateral 

held by a custodian. The current market cap is around $234bn and, according to the US Treasury 

Borrowing Advisory Committee (TBAC) report from April 30, more than 99% of fiat stablecoins are 

USD-pegged. Of the $233bn in USD-denominated stablecoins, more than $120bn is backed by US 

Treasury bills2. In short, this is all about the US. 

The dominant USD stablecoin is Tether, with a market capitalisation of $163bn. Cantor Fitzgerald, 

a US Treasury primary dealer previously run by Howard Lutnick (now Secretary of Commerce) is 

the primary manager of Tether’s collateral. In short, this is all about the US government. 

Indeed, President Trump’s recent GENIUS Act (Guiding and Establishing National Innovation for 

US Stablecoins) requires the use of solely US assets such as T-bills, repo, reverse repo, MMFs, or 

bank reserves and aims to protect consumers in the digital market; ensure USD global reserve 

currency status; combat illicit activity in digital assets; and make the US the crypto capital of the 

world. To do so it will create a federal regulatory system for stablecoins 100% backed by US 

dollars or short term US debt (T-Bills), whose reserve composition must be reported publicly on a 

monthly basis.3  

https://knowledge.rabobank.com/
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https://www.whitehouse.gov/fact-sheets/2025/07/fact-sheet-president-donald-j-trump-signs-genius-act-into-law/
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Why would people want stablecoin? 

Security: stablecoins allow buying or selling of crypto without using an on- or off-ramp like a 

centralized exchange (CEX) with Know-Your-Client requirements. As crypto is not covered by 

Federal Deposit Insurance Corporation (FDIC) insurance, using centralized exchanges leaves one 

vulnerable to the counterparty risk of said exchange. Some centralised exchanges are FDIC 

insured, but only for fiat holdings, not crypto holdings, so counterparty risk exists during the 

period that crypto sits in the CEX before it is exchanged for fiat. If one remains on the blockchain 

using stablecoins these can be kept in the holder’s own personal secure ‘wallet’4 that is not 

subject to counterparty risk.  

Anonymity: selling crypto for stablecoin allows anonymity outside of the wallet address. With the 

blockchain, every transaction is visible by everyone, but the only information that can be seen 

beyond the transaction itself is the destination and origin wallet address. Who owns that wallet is 

unknown unless they use an on- or off-ramp that would reveal the wallet owners identity to the 

on-/off-ramp company, or if the wallet holder decides to reveal their identity publicly. In short, 

crypto without stablecoins involves moving into fiat which destroys the user’s anonymity. 

Parsimony: stablecoins offer a quick way to transfer money at cheaper rates than fiat equivalents, 

particularly cross-border – and while avoiding SWIFT-system restrictions like sanctions. 

Practicality: stablecoins can be exchanged for goods and services. For now that typically occurs 

online, but there are also growing stablecoin payment systems in shops. Most major US credit 

card companies also now support stablecoin transactions. 

Prosperity: stablecoins cannot be interest-bearing instruments but can be deposited with third 

party institutions and receive payment/yield for doing so: in short stablecoin Money Market Funds 

(MMF) are possible, and indeed likely. 

Why does the US want stablecoins? Debt 

The US –like many Western economies– has a public debt problem. The Congressional Budget 

Office (CBO) estimates debt-to-GDP, at a post-WW2 level in a pre-war geopolitical environment, 

is on track to reach 156% by mid-century. Many view this as unsustainable and incompatible with 

the sustained reserve status of the US dollar, if not the stability of the US economy (Figure 1).   

To avoid seeing longer-term borrowing costs rise significantly, the US Treasury has in recent years 

switched to issuing an increasing share of debt at the very short end of the curve, a tactic that is 

traditionally seen in emerging markets, not global financial hegemons. Indeed, part of the 

rationale to front-load issuance may be fears over slowing foreign demand for long duration US 

debt. We are not in the camp that thinks foreigners are ‘dumping’ US assets due to a loss of faith 

in its institutions and the rule of law, but policy uncertainty could be creating some indigestion for 

longer duration assets from private institutions. One could argue this is also partly reflected in the 

rise in term premium at the long end of the curve (Figure 2): it is the potential rise in yields from 

this perspective that the Treasury wants to avoid. 

Notably, as stablecoins must be backed 100%, increased demand for the former will create 

forced buyers of the latter. In short, the US is incentivised to encourage the usage of stablecoins 

to soak up increased T-Bill supply.  

There is debate about whether or not stablecoins will result in an increase in the money supply. 

The Treasury states stablecoins “Potentially generate no net change to the US money supply, but 

catalyse a potential shift of funds away from M1/M2. Stablecoins may gain momentum as a store 

of value and way to access USD for non-USD holders – in turn, increasing inflows to the US money 

supply.” We argue the clearer dynamic is a change in ‘moneyness’. Essentially, USD stablecoins 

convert US debt like T-Bills/Repo (narrow inside money) into spendable cash (outside money). 

Holders might not be able to buy goods and services with a T-Bill, but they can with a stablecoin. 
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Figure 1: US debt set to keep rising says CBO  Figure 2: US 10yr Term Premium 

 

 

 

Source: Macrobond  Source: Bloomberg 

 

Figure 3: Money supply according to the Treasury Borrowing Advisory Committee (TBAC)  

 

Source: Treasury Borrowing Advisory Committee (TBAC) "Digital Money" April 30, 2025.  

1 FRB. 2 FRB. 3 FRB. 4 Reflects transactional deposits only. Quarterly Reports of Condition and Income (call reports) filed 

with US Federal Deposit Insurance Corporation (FDIC) as of 4Q24. Data represents U.S. domestic deposits only and 

includes both external and affiliate deposits. 

As an aside, this raises immediate questions about how the Fed might view USD stablecoins. 

Would it be concerned about the money-supply impact as inflationary? Would it also look at the 

potential impact on the yield curve and its own balance sheet? Moreover, would it worry about 

future financial instability risks if a broader range of US collateral were gradually used beyond T-

Bills? 

How an independent central bank sits alongside a much more clearly Treasury-driven money 

supply remains to be seen – it is certainly something that the next Fed Chair, whomever that may 

be, will have to consider as part of their remit.  

Figure 4 shows projected T-Bill issuance going forwards along with projected demand for USD 

stablecoins, which is estimated to hit $2 trillion in 2028. Note the debt path for T-Bills uses the 

CBO’s 2025 baseline trajectory with the assumption that the rise in the share of T-bills grows from 

21% to 25% 
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Figure 4: Projections of US T-Bill and stablecoins outstanding ($ trillion) 

  

Note: CBO’s 2025 baseline trajectory with the assumption that the rise in the share of T-bills grows from 21% to 25% 

Source: CBO, Macrobond, Bloomberg 

Why does the US want stablecoins? The US dollar 

While issuing more short-term debt in high-debt economies is often associated with a weakening 

currency over time, USD stablecoins reinforce the US dollar’s global reserve FX status. Markets 

have been questioning this in the face of US deficits and debt, its aggressive sanctions on Russia, 

its retreat from the global economic and financial architecture it built, and rivalry within the 

current global system from Europe/the euro, and from the BRICS economies pushing non-SWIFT 

CNY, ‘BRICScoin’, or gold alternatives (Figures 5-8). Note we have written on before and remain 

sceptical of purported dollar replacements, but dollar avoidance is certainly taking place via de 

facto barter, with goods priced in dollar not used.  

There is also a potential geopolitical angle. While we are unaware of any stablecoins that are 

currently designed in this manner, the smart contract code that ‘mints’ a stablecoin is 

programmable and editable by the owner. If a wallet is identified as being from a certain 

jurisdiction or deemed ‘undesirable’ then, if designed as such, it would technically be possible to 

prevent said stablecoin from being sent to another wallet, or to lock stablecoins held by it. In that 

respect, stablecoins could potentially be less fungible than physical fiat and offer more 

government oversight. While the potential programmability of USD stablecoins would make 

stablecoins designed that way officially unwelcome in jurisdictions with which the US has 

geopolitical tensions (such as China and Russia, for example), that wouldn’t mean they wouldn’t 

be popular unofficially, via a hard-to-control black market.  

However, the primary logic is that USD stablecoins would be designed mostly for use by US 

allies as we head towards greater global bifurcation. There, via online platforms, private sector 

uptake may be seen for all the reasons already listed – plus FX diversification. While this means 

exchange rate risk for the holder (which in many emerging markets is seen as mostly 

unidirectional, even if the dollar is well down vs EUR, JPY, CHF, etc. in 2025), the ability to 

anonymously hold de facto US dollar MMFs, and to cheaply and easily remit and transact in them, 

could quickly cement USD stablecoins in many places. That’s true even in developed markets.  

Indeed, recent trade negotiations, which ringfenced the US with tariffs, also show America has the 

ability to force others to accept terms they do not like. This could soon include payment for 

exports to it only in stablecoins, not dollars, or at least a portion of them, which would spread 

their international usage further.  

Moreover, the US could lean on Saudi Arabia, the UAE, and Qatar --the source of much of 

Europe’s LNG, for example – to insist on payment for their energy in USD stablecoins: that 

would mean everyone who buys energy – except those who buy from the likes of Russia or Iran, 

etc. – needing to hold them. 
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Hypothetically, over time trade finance/trade could even start to involve --or revolve round-- 

the Treasury not the private sector and the banking system: in the extreme, T-Bills would be 

akin to US export quotas of a sort.  

Such neo-mercantilist economic statecraft may sound inconceivable to those accustomed to 

US/global free trade, it fits comfortably with a White House already embracing tariffs, making 

Nvidia pay a 15% fee to sell its AI chips to China (potentially extending that model to other firms 

too), and maybe taking a direct stake in chipmaker Intel, as the Pentagon takes a 40% stake in a 

US rare earths firm. 

Indeed, USD stablecoins could work alongside the existing Eurodollar system of offshore fiat 

dollars ($120trn by some estimates), which is already a source of US financial power. Yet from 

now on, the creation of USD stablecoins, unlike Eurodollars, would necessitate the matching 

issuance of a US T-Bill, funding the US government, while the US could retain de facto control of 

who handled them even more than it does via SWIFT and sanctions.  

In theory, this implies the need for an ever-growing amount of T-Bills for the US to allow USD 

stablecoin-based trade to expand, just as with the current Eurodollar system – the ‘Triffin 

Dilemma’. Failing that, they could become akin to a deflationary gold standard (and/or trade 

access to the US is necessarily de facto limited).  

However, USD stablecoins can also be backed by USD repo, reverse repo, or bank reserves (even if 

the broader the range of assets involved the greater the potential risks of worrying financial 

instability become over time). That could be one solution. Yet the US doesn’t want to repeat past 

Triffin errors which it sees as having helped deindustrialise it: as such, hypothetically, USD 

stablecoins may gradually allow a separate ‘track’ to the broader fiat Eurodollar market just for 

trade. If so, any Triffin ‘bottlenecks’ may therefore be deliberate. 

Figure 5: The dollar dominates for now…  Figure 6: …but could that end SWIFT-ly? 

 

 

 
Source: Macrobond  Source: Macrobond 

 

Figure 7: Gold goes north in Global South  Figure 8: Quite the shift 
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Why does the US want stablecoins? Geopolitics 

It’s not an act of genius to see how USD stablecoins could benefit the US geopolitically and 

geoeconomically if one thinks outside the “because markets” box.  

The White House is trying to remake the global system to its benefit, as it did in 1945 and after 

the Bretton Woods system collapsed in the 1970s. However, this time the US wants to ensure it 

centres around state-guided US reindustrialisation not private sector-guided US financialisation to 

ensure its global military primacy: on the status quo trend that assumption is questioned by many.  

Crucially, while the BRICS are financial minnows compared to the US, they are an industrial and 

resource Goliath; China outproduces the US on all fronts (Figures 9 and 10), and its control of rare 

earths already sees it choking supply to western military industrial supply chains. The US, for the 

first time in centuries, finds itself the weaker economic party. Hence, something must change. 

Every economy which the US can subsume into its own value chain, not China’s, and which it can 

arm-twist to help it reindustrialise via running much smaller bilateral trade deficits and pledged 

manufacturing FDI, is an extra stone in its slingshot. Moreover, many formerly US-leaning 

countries are refusing to make a choice between the two embryonic emerging blocs – that of the 

US and China – and may need ‘encouragement’. 

USD stablecoins could clearly help forge a new US-centric system --with fewer US trade 

imbalances and more industry – vs that of China/Russia/BRICS.  

Figure 9: EVs… and lots of other things too  Figure 10: A steely problem to deal with 

 

 

 

Source: Macrobond  Source: Macrobond 

The ‘Global Euro Moment’… of realisation 

This risk is now recognised in Europe, for one.  

On 17 June, ECB President Lagarde spoke of a “Global Euro moment”5 as markets looked for 

potential alternatives to the US dollar; yet by 12 August, Politico reported this bubble was 

bursting due to fears of USD stablecoin penetration into Europe.  

Indeed, a recent ECB blog titled “From hype to hazard: what stablecoins mean for Europe” argues, 

“Should US dollar stablecoins become widely used in the euro area – whether for payments, 

savings, or settlement – the ECB’s control over monetary conditions could be weakened. This 

encroachment, though gradual, could echo patterns observed in dollarised economies… such 

dynamics would be difficult to reverse given the network character of stablecoins and the 

economies of scale in this context. The larger their footprint, the harder these would be to 

unwind…. Such dominance of the US dollar would provide the US with strategic and economic 

advantages, allowing it to finance its debt more cheaply while exerting global influence.”  

Of course, individual Europeans may not opt to use USD stablecoins given the efficiency of the 

Euro at home: but the tail risks above are exactly what the US is trying to achieve. 
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What is to be done? Not a lot  

What could Europe, or others, do to stop the above scenario happening? Honestly, very little.  

 Europe said it wouldn’t spend 5% of GDP on NATO: with one or two exceptions, it is.  

 Europe said it wouldn’t strike an unfair trade deal with the US: it did. 

 Europe appears to have been handed the bill, and front-line responsibility, for policing a 

ceasefire/peace deal between Russia and Ukraine; or the loss of its security order.  

In short, if Europe --or others-- try to  block USD stablecoins operating as floated above it 

would risk reopening wounds on NATO, trade, Ukraine, energy flows, and/or the 

Eurodollar/Fed swap lines, etc. (The latter not today, but perhaps under new management6.) 

Additionally, if Europe wants its own stablecoins it doesn’t have the scale of collateral to match 

the US given the lack of Eurobonds7, and using Bunds would place further power in the hands of 

German fiscal policy. Meanwhile, a fragmented private-sector approach is unlikely to be 

welcomed by the ECB due to financial stability risks.  

That leaves the digital Euro. Yet in January, President Trump issued an executive order stating, 

“Except to the extent required by law, agencies are hereby prohibited from undertaking any action 

to establish, issue, or promote CBDCs within the jurisdiction of the US or abroad.” That might 

create huge problems for European banks also using dollars. 

Obviously, smaller global economies are even less well placed to contemplate issuing their own 

stablecoins to any positive effect.  

Of course, neither China nor Russia will want to cooperate with USD stablecoins. Indeed, China 

is now talking about introducing its own stablecoins. Both USD and CNY versions would 

accelerate the ongoing process of global bifurcation already underway. 

$tablecoins in an un$table $ystem 

In conclusion, if introduced as we hypothesise, USD stablecoins may strengthen the US fiscal 

position and the global role of the US dollar. However, they are ironically likely to accelerate 

global geopolitical and geoeconomic instability in the short term: least so if US allies adopt 

them willing; most so if they resist aggressively.  

Additionally, while not covered here, some fear that if USD stablecoins are introduced in a less 

mercantilist and more deregulated ‘Wild West’ fashion re: the USD collateral backing them, 

they could also increase US and global financial instability – though the GENIUS Act strongly 

suggests it is the mercantilist angle that matters most for now. 

Even in the most benign scenario, USD stablecoins will still risk a less stable world at first as it is 

split more deeply between geopolitical, and currency, blocs, before perhaps finding a new stable 

geoeconomic status quo emerges.  

That said, it’s very important to note that the current global system is already unstable. The 

massive trade imbalances and fiscal deficits run for years by many economies are widely accepted 

not to be sustainable - yet none of our global institutions appear capable of providing a guide or 

glide path towards a healthier economic equilibrium, let alone a geopolitical one. 

As $uch, we $ee the entry of $tablecoins into an un$table $ystem.   
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1 Fiat money is government-issued monetary not backed by a physical asset. 

2 The rest are collateralised by cash and bank deposits, reverse repo (often backed by US-Treasuries), 

corporate bonds, gold, Bitcoin, and other crypto assets. 

3 One could argue there are a few stablecoin-adjacent assets. One is Central Bank Digital Currencies 

(CBDC), state-issued tokens considered legal tender - digitised fiat. Another is tokenized deposits, 

bank-issued digital tokens on the blockchain representing a fiat deposit. 

4 A crypto wallet is a tool used to hold crypto which is secured by two types of cryptographic keys, a 

public one that acts like an account number, and a private one which is a secret digital code (usually a 

string of 12 words) known by the owner. A wallet can be “hot” i.e. a software wallet, or ‘cold’ i.e. a 

physical hardware device. 

5 Although the weakness in this approach was always clear given almost immediate concern from some 

ECB members that EUR/USD shouldn’t move above 1.20(!) With great power comes great responsibility, 

and great FX appreciation. 

6 Of course, these facilities are often in the US’s own interests in order to prevent financial instability 

that can also impact on it. 

7 This is true for T-Bill equivalents but Europe obviously has many other assets it could collateralise: 

however, the advantages to be gleaned from doing so relative to the US remain questionable. 
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Disclaimer  
 

Marketing communication / Non-Independent Research  
 

This publication is issued by Coöperatieve Rabobank U.A., registered in Amsterdam, and/or any one or more of its 

affiliates and related bodies corporate (jointly and individually; “Rabobank”). Coöperatieve Rabobank U.A. is 

authorised and regulated by De Nederlandsche Bank and the Netherlands Authority for the Financial Markets. 

Rabobank London Branch is authorised by  the Prudential Regulation Authority (“PRA”) and subject to regulation by 

the Financial Conduct Authority and limited regulation by the PRA. Details about the extent of our regulation by the 

PRA are available from us on request.  Registered in England and Wales No. BR002630. An overview of all locations 

from where Rabobank issues research publications and the (other) relevant local regulators can be found here: 

https://www.rabobank.com/knowledge/raboresearch-locations 

 

This document is directed exclusively to eligible counterparties and professional clients, and not at retail clients 

(howsoever defined), as defined under the Markets in Financial Instruments Directive II (MiFID II) in the European 

Union and under local law in other relevant jurisdictions.   

 

This document does not purport to be impartial research and has not been prepared in accordance with legal 

requirements designed to promote the independence of Investment Research as defined in Article 36 of the 

Commission Delegated Regulation (EU) 2017/565 and is not subject to any prohibition on dealing ahead of the 

dissemination of Investment Research. This document does NOT purport to be an impartial assessment of the value 

or prospects of its subject matter and it must not be relied upon by any recipient as an impartial assessment of the 

value or prospects of its subject matter.  No reliance may be placed by a recipient on any representations or 

statements made outside this document (oral or written) by any person which state or imply (or may be reasonably 

viewed as stating or implying) any such impartiality.  

 

This document is for information purposes only and is not, and should not be construed as, an offer, invitation or 

recommendation. This document shall not form the basis of, or cannot be relied upon in connection with, any 

contract or commitment by Rabobank to enter into an agreement or transaction. This document does not constitute 

investment advice nor is any information provided intended to offer sufficient information such that it should be 

relied upon for the purposes of making a decision in relation to whether to acquire any financial products. You 

should consider the appropriateness of the information and statements having regard to your specific 

circumstances, and obtain financial, legal and/or tax advice as appropriate. The information and opinions contained 

in this document have been compiled or arrived at from sources believed to be reliable, but no representation or 

warranty, express or implied, is made as to their accuracy, completeness or correctness.  

 

The information and statements herein are made in good faith and are only valid as at the date of publication of this 

document or marketing communication. Any opinions, forecasts or estimates herein constitute a judgement of 

Rabobank as at the date of this document, and there can be no assurance that future results or events will be 

consistent with any such opinions, forecasts or estimates.  All opinions expressed in this document are subject to 

change without notice. To the extent permitted by law, Rabobank does not accept any liability whatsoever for any 

loss or damage howsoever arising from any use of this document or its contents or otherwise arising in connection 

therewith.  

 

Insofar as permitted by applicable laws and regulations, Rabobank, its directors, officers and/or employees may have 

had or have a long or short position or act as a market maker and may have traded or acted as principal in any 

securities described within this document (or related investments) or may otherwise have conflicting interests.  This 

may include hedging transactions carried out by Rabobank, and such hedging transactions may affect the value 

and/or liquidity of any securities described in this document.  Further it may have or have had a relationship with or 

may provide or have provided corporate finance or other services to companies whose securities (or related 

investments) are described in this document.  Further, internal and external publications may have been issued prior 

to this publication where strategies may conflict according to market conditions at the time of each publication.  

 

This document may not be reproduced, distributed or published, in whole or in part, for any purpose, except with 

the prior written consent of Rabobank.  The distribution of this document may be restricted by law in certain 

jurisdictions  and recipients of this document should inform themselves about, and observe any such restrictions.  

 

A summary of the methodologies used by Rabobank can be found on our website.  
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