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Development Trends and Challenges for Non-USD

Stablecoins

While USD-pegged stablecoins (such as USDT and USDC) dominate today, stablecoins pegged to
other currencies also have the potential for significant success, but their trajectory will be highly

dependent on specific use cases, regulatory environments, and regional economic factors.
I. The Current USD Dominance is Overwhelming
USD stablecoins benefit immensely from the US dollar's role as the global reserve currency. They

offer the deepest liquidity, the widest acceptance across crypto exchanges and DeFi protocols, and

are the default for international crypto trading and settlements.

Furthermore, issuers have built significant scale and (increasingly) regulatory compliance frameworks,

making them hard to displace globally.

For participants in volatile economies, USD stablecoins serve as a critical hedge and a stable medium

for cross-border transactions.

On the other hand, the dominance of the USD in general has faced headwinds this year.

Il. Why Non-USD Stablecoins Could Succeed

Regional Demand & Specific Use Cases:

* In countries with efficient domestic payment systems but a desire for blockchain-based
programmability (e.g., instant settlement, smart contracts), a local-currency stablecoin could
thrive. Examples include EUR, GBP, SGD, JPY, or CAD stablecoins for domestic e-commerce, B2B

payments, or integration with national payment rails.

» Stablecoins pegged to the recipient's local currency (e.g., PHP, MXN, INR, BRL) could significantly
reduce the cost, complexity, and time involved in cross-border remittances, thereby bypassing

traditional corridors dominated by the USD.
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» Bilateral trade partners may prefer to invoice and settle directly in their own currencies using

stablecoins, thereby avoiding USD conversion costs and exposure.

* In economies with high inflation or unstable local currencies, stablecoins pegged to regional
anchors (e.g., a synthetic SDR! or a basket of stable regional currencies) could emerge as

alternatives to USD for those seeking stability without direct USD exposure.
Regulatory Tailwinds:

» Regulators in major economies (EU, UK, Japan, Singapore) are wary of excessive reliance on
foreign-issued stablecoins for their domestic financial systems. Frameworks like MiCAR in the EU
actively encourage and provide pathways for well-regulated EUR-denominated "e-money

tokens."

= Jurisdictions like Singapore (Project Guardian), Hong Kong, and the UAE are actively exploring
and supporting the development of local currency stablecoins and tokenized assets within

regulated environments.
Integration with CBDCs & Tokenized Assets:

» As CBDCs develop (especially wholesale CBDCs), there could be demand for private stablecoins
pegged to the same currency to facilitate specific DeFi applications or serve intermediaries who

are not direct CBDC participants.

* The tokenization of real-world assets (RWAs), such as bonds, equities, and funds, in local
currencies will naturally create demand for stable settlement instruments in those same

currencies.

11l. Challenges for Non-USD Stablecoins

Nevertheless, there are some challenges for non-USD stablecoins, which might be challenging to

overcome:

= Achieving the deep, global liquidity of USDT/USDC is extremely difficult for a new EUR, GBP, or

1 Special Drawing Rights



https://en.wikipedia.org/wiki/Special_drawing_rights

207 ({0 AFCA

October 13, 2025

JPY stablecoin. Fragmented liquidity reduces utility.

=  While some regulations encourage local options, the compliance burden (including reserve
management, auditing, licensing, and AML/CFT) is immense, especially for issuers targeting

multiple jurisdictions. MiCAR's restrictions on large non-EUR stablecoins illustrate this challenge.

» Competition from multiple fronts:

o Overcoming the entrenched position of USD stablecoins is a massive uphill battle for global

use.

o Ifacountry launches a highly functional, accessible retail CBDC, it could significantly dampen
demand for a stablecoin in the same currency for domestic payments. Furthermore, central
banks in such countries that have invested heavily in their CBDC development may be hostile

towards stablecoins.

o Banks might offer tokenized versions of existing demand deposits in local currencies,

leveraging their existing customer base and trust, competing directly with stablecoin issuers.

» The size and openness of the underlying economy are important considerations. A stablecoin for

a small, closed economy faces a much smaller potential market than one for the Eurozone.

» Establishing trust equivalent to that of major USD issuers or central banks takes time and requires

significant transparency/capital.

IV. Likely Winners in the Non-USD Space

EUR Stablecoins: Driven by MiCAR, a strong regulatory push for European monetary autonomy, and
a large integrated market. Success is likely focused on the EU/EEA domestic market and Euro-

denominated trade. (e.g., potential offerings from major EU banks or licensed FinTechs).

SGD & HKD Stablecoins: Supported by proactive regulators (MAS, HKMA/SFC) in major financial

hubs with strong rule of law and significant regional trade/investment flows, likely focused on

institutional use, trade finance, and wealth management.
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Stablecoins for Key Remittance Corridors: Stablecoins pegged to currencies such as PHP, MXN, INR,

or BRL, issued by reputable entities (potentially local banks or FinTechs in partnership with global

players), could revolutionize specific remittance routes if regulatory pathways are established.

"Synthetic" Multi-Currency Stablecoins: Basket-pegged stablecoins (e.g., pegged to the IMF SDR or

a custom basket) may find niche appeal for specific hedging or institutional treasury management

purposes, although their regulatory treatment is complex.

V. Summary

Non-USD stablecoins can be successful, but they are unlikely to become universally accepted
“global" replacements for USD stablecoins. Instead, their success will be regional and use-case

specific:

1. Domestic & Regional Champions: EUR, SGD, HKD, and potentially GBP or JPY stablecoins are
likely to thrive within their respective home jurisdictions and associated trade blocks, driven by
regulatory support and specific payment and tokenization needs. They will be "successful" in

their defined markets.

2. Remittance Specialists: Stablecoins pegged to high-remittance-receiving currencies have

significant disruptive potential if regulatory and infrastructure hurdles are overcome.

3. Institutional & Niche Players: Basket-pegged or commodity-pegged stablecoins may find

success in specialized financial applications.

The era of a single dominant global stablecoin type (USD) will likely give way to a more multi-
currency stablecoin ecosystem, coexisting with CBDCs and tokenized deposits, each serving distinct
needs within a complex, interconnected global financial system. Regulatory clarity and issuer

credibility will be the decisive factors for any non-USD stablecoin aiming for significant adoption.
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