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February 10, 2026
To Whom It May Concern,
The International Swaps and Derivatives Association, Inc. (“ISDA”) appreciates the opportunity to respond to the Bank of England’s consultation on a proposed regulatory regime for sterling-denominated systemic stablecoins. ISDA works with a broad range of participants in the global derivatives markets and has longstanding experience with collateral management, CCP risk frameworks, capital requirements and the legal and operational standards that underpin safe and efficient wholesale markets.
While ISDA recognises that a significant portion of the consultation is focused on retail use cases, we welcome the Bank’s consideration of the potential role of stablecoins within wholesale markets, including their possible use by financial market infrastructures (“FMIs”). From ISDA’s perspective, any regulatory framework for systemic stablecoins should be assessed through the lens of prudent risk management, the established principles for FMIs (“PFMI”), with particular attention to liquidity, credit risk, operational resilience, and legal certainty.
Core Principles for Wholesale Use
As a foundational matter, ISDA believes that the introduction of stablecoins into wholesale markets, including for use at FMIs, should not compromise systemic stability or weaken existing risk management standards. Consistent with PFMI, the use of stablecoins should preserve legal and regulatory certainty, including settlement finality and enforceability of rights in insolvency, and support safe & efficient management of liquidity, market, credit, and operational risks. This requires FMIs that use stablecoin to carefully manage these risks. These principles are consistent with ISDA’s broader engagement with regulators globally on the use of tokenised assets and stablecoins in derivatives and collateral markets.
Liquidity and Credit Risk Considerations
ISDA supports the Bank’s emphasis on robust liquidity and credit risk management for systemic stablecoins. For wholesale market use, particularly at FMIs, the primary risk considerations should include the quality and liquidity of reserve assets, the reliability of redemption mechanisms under stress, and the ability to convert stablecoins into central bank money or other high-quality liquid assets in a near-instantaneous manner.
Near-instantaneous settlement and 24/7 transferability may offer meaningful benefits for collateral mobility and intraday liquidity management. However, these benefits can only be realised if stablecoins demonstrate predictable behaviour during periods of market stress and are supported by robust governance and risk management frameworks, so as not to strain existing intraday liquidity or disrupt existing intraday liquidity frameworks.
Reserve Requirements and Central Bank Cash Buffers
ISDA welcomes the consultation’s focus on reserve composition and the proposal to require a substantial proportion of reserves to be held as cash at the central bank. From a wholesale risk perspective, high-quality, highly liquid reserves are essential to ensuring confidence in a systemic stablecoin. Any reserve framework should be capable of independent verification and calibrated to support reliable redemption under extreme but plausible stress scenarios.
We would, however, highlight that there may be financial stability risks associated with uncapped central bank reserves, as a stablecoin with a high ratio of central bank deposits may be seen as a de facto private central bank digital currency (“CBDC”). This could exacerbate financial stability risks associated with flight to safety in times of stress, increasing the risks of rapid outflows of deposits from the banking system (such as those seen in March 2023). To address this, we would support a cap on the proportion of backing assets which can be held as central bank deposits.
Capital Requirements and FMI Principles
ISDA agrees that capital requirements for systemic stablecoin arrangements should be informed by established FMI standards, including the principles set out by CPMI-IOSCO. The regulatory framework should ensure that capital and financial resources are sufficient to absorb losses and support continuity of critical services.
Importantly, capital treatment should be risk-sensitive and should reflect the economic substance of the stablecoin arrangement, rather than its technological form. Consistency with broader prudential and FMI capital frameworks will be critical to avoid fragmentation and unintended constraints on wholesale market activity.
Risk Management Frameworks for Digital Assets
ISDA strongly supports the consultation’s focus on comprehensive risk management frameworks for digital assets. For both cleared and uncleared markets, the provision and use of stablecoins should be subject to robust governance, operational resilience standards, cybersecurity controls, and third-party risk management, leveraging existing governance and regulatory standards. It also includes consideration of concentration and dependency risk that avoids single‑issuer or single‑ledger reliance in wholesale infrastructure.
In the context of derivatives markets, this includes clear frameworks for custody and segregation, legal enforceability, valuation and haircut methodologies, concentration limits, and contingency planning for technology outages or disruptions. Existing collateral frameworks should also reinforce that stablecoins should not be used as margin and collateral outside of established eligibility, haircut, and valuation processes. FMIs and market participants should retain appropriate discretion, within regulatory parameters, to assess whether stablecoins are consistent with their risk appetite and operational capabilities.
Cross-Market and Cross-Border Considerations
ISDA encourages the Bank to continue engaging with international regulators and standard-setting bodies to promote consistency in the requirements for and treatment of stablecoins across jurisdictions. Given the global nature of wholesale derivatives markets and FMIs, alignment on key concepts (reserve quality, risk management expectations, and operational resilience) will be critical to avoiding market fragmentation and supporting cross-border activity.
ISDA stands ready to engage further with the Bank of England and other authorities as the regulatory framework for systemic stablecoins develops. We would welcome the opportunity to provide additional technical input, particularly in relation to wholesale market use cases and the interaction with existing FMI risk management frameworks.
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