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ASH BENNINGTON: Welcome back to Real Vision Crypto's Crypto Gathering. I'm Ash 
Bennington, crypto editor and senior editor at Real Vision. Welcome to "WTF is Happening with 
Regulation?" A title I definitely didn't write, but a topic I'm incredibly interested in discussing here 
today with our two distinguished guests, Caitlin Long, founder and CEO at Avanti Financial 
Group, and Jeff Horowitz, chief compliance officer at BitGo. Caitlin, Jeff, welcome to you both.  
 
CAITLIN LONG: Thanks, Ash.  
 
JEFF HOROWITZ: Thanks for having us.  
 
ASH BENNINGTON: First, before we get started, for people who aren't securities lawyers or 
chief compliance officers, what's the real-world significance of this topic, and what's the current 
state of play of regulation in the crypto space right now? First to you, Caitlin.  
 
CAITLIN LONG: Oh, boy, [LAUGHS] it's a shifting landscape for sure. Let's talk specifically about 
the US, but of course, it's happening all over the world. And different countries have different 
approaches. And, obviously, with the change of the US administration, what was crypto favorable 
and unfavorable previously has sort of switched.  
So specifically, we now have a crypto-forward SEC commissioner coming in but less crypto-
friendly bank regulators coming in to the Biden administration. And we definitely have a lot of 
activity happening in the US states as well. But we will see increasing enforcement action and 
activities cracking down on unregulated uses of crypto. And that's going to be one of the fault 
lines, I think, that's coming to this industry in the next couple of years.  
 
ASH BENNINGTON: Yeah, very interesting. Jeff, to you, what's the current state of play, and 
why is this so significant right now?  
 
JEFF HOROWITZ: Yeah, I agree with Caitlin. While we have a change of administration, from a 
global perspective, I think regulators are still playing catch-up. If you look at just what happened 
on Friday with FADF guidance, they clearly have DeFi and NFTs and Dex in their scope of not 
allowing any gaps in AML controls and risk management as it comes to cryptocurrency. So we still 
have a lot of work to do to educate regulators and figure out a way that we don't stifle 
innovation, but we manage risk appropriately.  
 
ASH BENNINGTON: Right, Jeff, to precisely that point, for people who aren't following this as 
closely as you are, what was the significance of Friday's guidance, and first, what is it, big picture, 
in layman's terms?  
 
JEFF HOROWITZ: I think big picture, the FADF-- which doesn't regulate exchanges; they regulate 
countries and what regulations they need to have on their books-- they've looked, and they've said 
before, we're not gonna have gaps and allow different regs for cryptocurrency than we do for 
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banks and broker-dealers. And as we continue to innovate as an industry, they're looking for 
ways to make sure that all of that innovation is covered.  
So what worried me on Friday is they're looking to regulate somewhat the unregulatable, right? If 
we have a totally decentralized protocol or network, they want to put the onus on the regulated 
entities that intersect with them, because they can't regulate people. They can't regulate software. 
So what's the next best thing? Put the onus on the industry that is regulated. And some of the 
pronouncements out of that are just really unattainable. And I really wish the regulators, instead 
of applying banking standards to a whitepaper, we actually come up with sensible regulation, 
because we didn't have some of this technology that we're doing transactions with 30 years ago 
when many of these rules were built, and it's time that we think out of the box.  
 
ASH BENNINGTON: Yeah, a totally different landscape in terms of products and services. Caitlin, 
I see you nodding. What do you think sensible regulation looks like?  
 
CAITLIN LONG: Well, I helped draft some of it in the state of Wyoming, and it's open source. It's 
available for anyone to use. And a number of companies are coming in. I just heard of a big 
name company coming in yesterday to use the Wyoming laws. And it very much respects the 
nature of the open source, decentralized nature of Bitcoin, Ethereum, and other open 
permissionless protocols, but does it in a way that bridges the gap to the traditional financial 
services industry. It is not regulatable at the end user point, as we just heard, because these are 
decentralized protocols. And it's impossible-- for example, the travel rule is written so that financial 
institutions share information with each other at the time of transactions. Well, when you have a 
two-day settlement period, it's a lot easier to share information with each other than when you 
have protocols that don't permit the transmission of information about who the user is during the 
transaction. It's just impossible to comply with that particular standard, and so there has to be a 
recognition of the next best thing. And that is, indeed-- for example, there is a very extensive 
travel rule working group in the crypto industry among intermediaries on how exactly we can 
come up with the next best thing, which respects the fact that the protocols don't allow the instant 
transformation of identifying information and it has to be done through a separate protocol, a 
separate database. And therefore, you're not going to have precise match-up of the timing. The 
interesting challenge with that, though, is we can have precise match-up of the timing of the 
settlement of transactions. That's what smart contracts and programmability are all about.  
 
ASH BENNINGTON: Right.  
CAITLIN LONG: But we just don't have the ability to add that additional piece of information to 
these permissionless open source protocols.  
 
ASH BENNINGTON: Yeah. Caitlin, I'm glad you mentioned Wyoming. Of course, you're coming 
to us from the Cowboy State. As we can see from your set, you have the very cool wild horses 
behind you. You've been very much involved in some of the initiatives out there in Wyoming-- 
drafting legislation, the SPDIs, Special Purpose Depository Institutions. Tell us a little bit about 
what's happening in Wyoming and why it might be a model for the rest of the country.  
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CAITLIN LONG: Well, it's interesting. Just this morning, I was working on taking a look at 
legislation that the State of Texas is proposing that's modeled on the Wyoming legislation. Some 
really great things about it, really pushing the ball forward. Definitely needs a little bit more work, 
but it does yet again show-- I think there are now more than a dozen states that have copied 
various of the Wyoming laws, and hopefully more to come.  
Because one of the things about the institutional aspect of crypto is that while retail didn't really 
care that the legal status of a Bitcoin transaction was in a gray area in most countries in the world, 
the reality is that institutions can't accept that. They have to know what their rights and obligations 
are and have to know that, when they transact on these networks, that they have a legally 
enforceable right to the asset that a judge isn't going to intervene and try to take back. And so as 
institutions get into this, those kinds of issues have to be dealt with. Definitely, the legal community 
is playing catch-up. The accounting community is playing catch-up. And, of course, the regulatory 
community, as we already heard, is also playing catch-up. There's still a lot to be done, but 
institutions are the ones who are demanding these higher standards. And I think as this next cycle 
is starting, the next four-year cycle in Bitcoin, we will see more and more clarity. I know, for 
example, the Uniform Law Commission is proposing its Model Law, aiming to have that done by 
the summer of 2022. That's been a two-year process that's already been in force. And Texas is 
jumping out ahead of that, just like Wyoming did, because we really can't wait for these very, 
very long processes. There's more than a trillion in Bitcoin right now, and that's just Bitcoin alone. 
And frankly, no one really knows, in the event of litigation, what's going to happen, because 
judges have no roadmap for adjudicating disputes. We're going to see that in very stark terms in 
the Cred bankruptcy, which was filed in late 2020 in the State of Delaware. And the Delaware 
judge has no law through which to adjudicate the dispute. And so we're going to watch the mess 
unfold, I think, unfortunately, live.  
 
ASH BENNINGTON: Yeah, it's an interesting time, certainly, to watch. It's exciting, but also, 
there's, obviously, some risk in the system here for precisely those reasons. Jeff, to Caitlin's point, 
you're a chief compliance  
officer at BitGo. You have a lot of experience in this space. Prior to being at BitGo, you were 
chief compliance officer at Coinbase for years. You think about the point that Caitlin made all the 
time, which is the institutions themselves being the regulated entity. What does that look like from 
your chair at BitGo?  
 
JEFF HOROWITZ: Yeah, so look, I think we need innovation. Whether it's at the Wyoming level, 
or at the OCC level, we continue to find ways that we can service customers in this space. At 
BitGo, we are a South Dakota trust company. We just got approved by the New York DFS as a 
New York trust company. And we're also in the process of a conversion to an OCC national 
charter.  
From my perspective, institutions, whether you're talking to the Goldmans, the Bank of New York, 
the Morgan Stanleys, they're going to want to deal with somebody who's got an equivalent level 
of regulation. And they're used to dealing with the SEC and the OCC. And I think they're going to 
have some comfort level that they know that someone who's custodying their assets is subject to 
the same regs, and rules, and standards.  
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I think having 50 states' exams and money transmission licenses is not the way to go. I'm glad to 
see that at least the state examiners are thinking to get together on one exam manual. But to have 
to navigate 50 states is going to be difficult, so I think that the quicker we get to a national 
standard, the better.  
 
ASH BENNINGTON: Yeah, I think for a lot of people who follow this space who aren't in the 
compliance role or who aren't lawyers, it's just overwhelmingly confusing to try and understand 
what's happening. And I think most of us understand the significance and the impact of the legal 
and regulatory framework, but sometimes, it's hard to get accessibility to it.  
Caitlin, you've been a securities lawyer for a long time. You worked in banking prior to crypto as 
an attorney. Give us a little bit of an overview, a 50,000-foot way of understanding how the state 
laws intersect with the various federal regulators in this space.  
 
CAITLIN LONG: Sure, just one quick correction. I'm actually not a practicing attorney. I'm trained 
as an attorney. but actually never practiced. Went into banking, and used those skills, for sure. 
But so to answer your question, one of the challenges with a national standard is that it's going to 
actually, essentially, be the worst. We're going to go to the most regulated standards.  
And one of the great things about the United States being a republic, not a democracy, is that it is 
actually 50 states. The federal government does not have supremacy in critical areas of the law; 
the states do. And those particular critical areas are property law and commercial law. Those are 
the purview of the states. And so you can have natural competition that develops between the 
states. It does make the compliance harder, but it also means that you don't have, essentially, the 
yield to worst, if you will. We're not all going to the New York or California levels of regulation. 
We have states like Wyoming and Texas that actually do believe in appropriate levels of light-
touch regulation, and essentially don't treat their regulated companies as always in violation, and 
instead actually take a friendlier approach to innovation. But it is interesting, because there is 
something really important that ties the states together in the crypto area regarding banking, and 
that's the Federal Reserve. And what's fascinating is that the national bank regulator-- because 
there's a requirement for FDIC insurance at the national level, you don't see full banks being 
chartered at the national level, because the FDIC has historically been reticent to provide 
insurance to companies that are involved in crypto. So the national charters through the OCC are 
just trust charters. What does that mean? It means that the trust companies cannot clear payments 
at the Federal Reserve. The only crypto-native companies that have the ability, are eligible to be 
US dollar clearing banks, are the Wyoming SPDI banks. And we actually have-- through the 
national banking laws, we have the ability to do business nationally. There's some complexity, but 
for the most part, in almost every state, a state-chartered bank, through parity statutes and 
through reciprocity statutes, can do business in almost every state. So what's the benefit of getting 
access to the Federal Reserve as opposed to just being a trust company? It means you can clear 
US dollars. It means you're not subject to the whims of a bank that may decide to yank your bank 
account. And that is something that is still happening in the crypto industry. Arguably, from what 
we're hearing anecdotally. it's actually a lot worse. It's ramped up again, where a number of 
companies and a number of individual users have lost their bank accounts due to compliance 
crackdowns at the banks, who don't want the extra risk and extra scrutiny of serving the crypto 
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industry. So the nice thing about the Wyoming SPDI banks is that we actually have the ability to 
do that working directly with the Federal Reserve and not being subject to the national regulators. 
We took a look, of course, when the OCC charters opened up, and both Kraken and Avanti 
affirmed we like where we are. We're staying in Wyoming and staying eligible to become Fed 
clearing banks for the US dollar.  
 
ASH BENNINGTON: Yeah, that's so fascinating, especially to me who doesn't have a 
background in law. So this idea of the laboratories of democracy, I think is the Louis Brandeis 
phrase. The idea that states can do this more effectively because they're smaller. They're more 
responsive to their constituents. And I very much appreciate you comparing that to yield to worst 
on a callable bond, Caitlin, back in my world- something I can understand. Back to you, Jeff. To 
pick up on some of the points that the Caitlin made, in terms of the ability to do business in 
multiple states based on a single state charter, tell us a little bit about that. And are you 
experiencing any challenges right now with operations anywhere in the country?  
 
JEFF HOROWITZ: So no, at the OCC level, we'll have federal preemption, and we can operate in 
every state. Certain states can come up with their own rules, such as New York may require that 
Caitlin open a branch there. So you're still going to have some of that state navigation. I think the 
key, though, is what are you allowed to do under these different charters? For an OCC charter, 
we're allowed to do lending. I don't think the SPDI can do lending. So it really depends on what 
your business model is and what services you want to offer to depend on what charter you may 
want to go down. I think Kraken is actually a narrow bank, and they're still using correspondent 
bank services, versus where Caitlin wants to actually be able to do her own banking. What I think, 
though, is missing in the conversation, though, is exchanges or others could get debanked by their 
bank partners. If they're doing the right things, they shouldn't get debanked, right? And if you're 
meeting those standards that the bank wants, I think more banks are-- it's not just the Signatures 
and the Silvergates that are warming up to this. You have large financial institutions that are 
getting more interested in the space. They didn't want to be first in there, but I don't think they 
want to be last either.  
 
ASH BENNINGTON: Yeah, of course, to your point, I believe BitGo was recently approved by 
the New York Department of Financial Services for a license. So again, that [? relay. ?] So Caitlin, 
I'll give you an opportunity to respond to what Jeff just said.  
 
CAITLIN LONG: Sure. In terms of the additional financial institutions coming in and banking the 
crypto industry, what's fascinating is that even if the crypto companies do everything right, that 
doesn't mean they won't lose their bank accounts. That doesn't mean they won't lose their 
correspondent relationships. Because what's happening-- my understanding is that for the first time 
this year, the FDIC is including questions in the [? pre-exam ?] [AUDIO OUT] --crypto. That's never 
happened before. And if you're a bank compliance officer and you receive that, what's the first 
thing you do? You realize you're going to actually have a pretty tough exam on that topic. And 
for most banks, they may look at that and say, it's just not worth it. We're not making enough 
money in this industry. We don't want to have to put extra compliance resources here. And now, 
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we're actually going to get dinged on our exam because of-- our reputation risk is going to go up. 
That's going to make our CAMELS score go down, and that means our capital requirements are 
going to go up. It's just not worth it.  
And that's what's happening. That's why I think we're seeing the de-banking trend happening 
again. It's nothing explicit; it's just the fact that the regulators are asking questions about this. And 
that's what's so frustrating for many users in the crypto industry, is that the banking services have 
not historically been reliable. And that's why it was so important for us, in setting up the Wyoming 
charter, to set it up in a way that those national policies that may be coming out of Washington 
that historically have targeted certain, shall we say, disfavored industries, politically disfavored 
industries, that we had a way to maintain banking relationships and not have the folks in DC slam 
the door on this industry. We have had so much of that happen in this industry historically, and it 
is still a big single point of failure for the crypto industry, that such a small number of banks who 
actually have clearing accounts at the Federal Reserve are providing those services, and they're 
all FDIC insured. So to the extent the FDIC decides they don't want the banks to service Crypto, 
there are direct and indirect ways that that door can be slammed shut again. 
  
ASH BENNINGTON: Yeah, speaking of the folks down in Washington, DC, our questions are 
starting to pour in live from our subscribers. The first question that we got is from [? Jung, ?] which 
is, what can we expect from a Gary Gensler-led SEC over the next four years, in your view? Jeff, 
why don't we go to you first?  
 
JEFF HOROWITZ: Well, I think it's great to have Gary there. Gary comes with real crypto 
knowledge, working at MIT, and having an open mind of what we can do and what we can't do, 
right? I'm really hoping that we see an ETF approved here in the US this year. I think that's 
possible. I think that will really be a boon for the crypto and Bitcoin ecosystem. The previous 
administration didn't want to do it on their watch. I didn't think that-- Jay Clayton didn't want to 
change the rules for crypto. He's like, our rules have worked for 75 years. Why change them? I 
think it's time that we need to figure out, how do we adapt to these new protocols, these new 
products and services? And I think Gary will have an open mind. I don't think it's going to happen 
overnight, but between Hester and Gary, I think we can have a more fruitful conversation.  
 
ASH BENNINGTON: Yeah, Caitlin, what are your thoughts?  
 
CAITLIN LONG: Yeah, I completely agree. Gary, obviously, understands cryptocurrency, 
understands some of the issues in the settlement system in securities, and I very much hope that he 
also greenlights the issuance and activities with broker-dealers related to digital securities. There's 
a lot of question right now as to how the SEC is going to proceed with that. In a way, what the 
SEC has proposed with a special purpose broker-dealer is very similar to the special purpose 
depository institution in Wyoming. They're ring-fenced, they don't present payment system risk 
precisely because they're not allowed to lend-- which I consider a feature, not a bug.  
By the way, our capital requirements as a bank are four times the capital requirements of OCC 
trust banks, because we're US dollar clearing banks. Much, much bigger balance sheet 
requirement, and as a result, less risky. If you look under the hood, you realize that not lending 



 
 

 
 

March 24h, 2021 - www.realvision.com  
 

Crypto Gathering 2021: Live Coverage Break 

and having four times the capital requirement means your counterparty risk is a lot lower. And as 
a result of that, I think what we'll see is that the SEC is pursuing this concept as a special purpose 
broker-dealer because the risks are different. They don't want that leverage-- rightly so. I've 
always taken the position that leverage and crypto don't mix. There is no lender of last resort for 
Bitcoin, and so if a company gets itself leveraged and has a run, it can literally fail within minutes. 
And if you mix that with traditional leveraged financial institutions, like the traditional fractional 
reserve banks on the payment side, or traditional repo-driven broker-dealers on the securities side, 
that just doesn't mix. And so the concept of creating special-purpose entities that are not 
leveraged and can handle digital securities is a very interesting concept. And there's some very 
interesting parallels with what the SEC has put out for comment with special purpose broker-
dealers and the Wyoming Special Purpose Depository Institutions. They are tailored for these 
specific activities.  
 
ASH BENNINGTON: Crypto and leverage do not mix.  
 
CAITLIN LONG: Right.  
 
ASH BENNINGTON: [LAUGHS] We had a question from Dan. I suspect that this is part 
rhetorical, at least. But Dan's question is, how are they going to regulate Uniswap and similar 
Dexes?  
 
JEFF HOROWITZ: Yeah, happy to take that. I don't think you're going to be able to regulate 
Uniswap. I think they're going to regulate the intersections with Uniswap and Sushiswap. So if an 
exchange or a custodian is sending to or from some of those offramps, that's where the regulation 
is going to come in. And they're going to put the onus not just on the intersection, but those that 
create the Sushiswaps-- the operators and the owners. If there's the ability to make money, they're 
going to hold those operators and creators responsible. And it may be to the point that they 
require money transmission licenses. And we could talk about where these whole NFTs are going, 
right? They're going to hold them as art dealers. And they subject them to the same rules that an 
art dealer in the US may have to do due diligence on the buyers and sellers.  
 
ASH BENNINGTON: Yeah, and Jeff, for those who say they're going to be located offshore, 
they're not going to be US persons, they're going to be beyond the reach of US jurisdiction, what 
are your thoughts on that?  
 
JEFF HOROWITZ: Look, I think that's a real worry, right? I think we don't want this to go peer-to-
peer. We don't want this to go to offshore exchanges where there's less customer protection and 
less transparency. That's where the FATF comes in. The FATF isn't going to regulate the protocols 
or the technology, but they're going to require those countries where people are going to get 
registered to put rules on their books. And if they don't, they're going to name and shame them 
and hold them accountable. So I think it's the first kind of iteration of, how do we regulate 
decentralized protocols? And it'll be interesting to see how far the regulators can actually go. 
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What I'm hoping is we come up with something that's in the middle that makes sense, versus 
driving all of this back to cash on the corner where there is no transparency for law enforcement.  
 
ASH BENNINGTON: Yeah, and for those who don't know, FATF is the Financial Action Task 
Force, intergovernmental body that regulates and that coordinates regulation. Caitlin, I saw you 
were nodding. It seems like you had something to say on the Dexes front.  
 
CAITLIN LONG: Well, yes, I completely agree that the endpoints, the on/offramps into the 
decentralized projects are going to be the places that are going to be regulated. And one might 
argue that that's already happening with Tether, right? Tether, you've got to step back and 
realize, every single US dollar ultimately clears through the Federal Reserve, which means it 
ultimately clears through a US dollar clearing bank. And there is a US dollar clearing bank right 
now that is handling the Tether relationship. And at any moment, the Federal Reserve-- I'm sure 
they know who that is-- the Federal Reserve could say, no, no more, right?  
And so those on/offramps are where the regulations actually do take place. And that is the place 
where I think you will see enforcement action, and you will see ramped up regulatory action. I 
think stablecoins are gonna be a very, very interesting place to watch, precisely because right 
now they're not that material, although they're very quickly becoming so. And the interesting 
question for the Federal Reserve is, does that stay outside of the Federal Reserve's purview, or do 
they want to bring it in directly to their purview? That's a big policy question that the Federal 
Reserve is facing right now. But the interesting question also with these decentralized projects is, 
how open are these networks going to be allowed to stay? I disagree that everything needs to be 
in a regulated entity and that everything needs to be regulated at every hop. Right now, that's not 
what NYDFS is requiring for the regulated stablecoins. Again, we've never heard from the Federal 
Reserve on that topic, though. We've only heard from NYDFS. And we see the regulated 
stablecoins-- the so-called "regulated stablecoins"-- they're not issued by banks, so they're not 
really regulated to the degree that I'm referring to-- but they have not been opined upon publicly 
by the Federal Reserve yet.  
 
ASH BENNINGTON: Yeah, it's such an important point, the idea of the Federal Reserve ultimately 
regulating and having intersection with every US dollar clearing bank in the world. What are the 
distinctions that you would raise about-- you made that point about the dichotomy of where the 
Fed is right now with trying to come down on these decisions. What are the alternatives, and how 
might that shake out?  
 
CAITLIN LONG: Well, it really has two alternatives. One is continue to let it grow up outside of 
the banking system as it is right now. And the other is to bring it inside the banking system and say 
that if you're going to play in these markets, you need a bank charter. That is the direction that 
they were going with Facebook Libra. If you think back 18 months ago to what central bankers 
were saying about Facebook Libra, they were very focused on two things. One is, go get a bank 
charter-- which at that time wasn't available, because the Wyoming SPDI bank charter was not yet 
available. It is now. And the second one is the whole question of, how big are these going to be 
allowed to become as entities that exist outside of the banking system? And what I mean by that is 
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the Federal Reserve, of course, does play in securities markets. In the repo market, the Fed, 
obviously, is very, very active, especially in Treasuries and agencies. And that is a place where 
monetary policy is effectuated. The ECB wrote a paper about nine months ago now that estimated 
that Facebook Libra would create a $3 trillion collateral silo. Now, for those who are not familiar 
with the repo market, why is that a bad thing? Why were they so focused on that? Why is it that 
central bankers had a collective negative reaction to Facebook all around the world at the same 
time? The reason is because stablecoins create collateral silos, and those collateral silos literally 
create roach motels for the collateral that goes into those silos, and it never comes back out into 
the repo market. And the repo market is the lubrication of the securities market. That is how the 
big banks fund themselves. And so to the extent you have these material sized silos cropping up 
that do not make the high-quality, the level one high-quality liquid assets available to the repo 
market, that is unacceptable, because it starts to create-- it starts to gum up monetary policy. The 
Federal Reserve had to create a reverse repo facility because its QE programs-- this goes back to 
maybe six or seven years ago now-- the QE programs were siloing too much collateral. There 
wasn't enough collateral available in the repo market to lubricate that market, which is where the 
big banks rely on funding. And so the challenge is that by pushing Facebook Libra off, what the 
central bankers did was just buy themselves time. But it didn't solve the problem. And the problem, 
to them, is that the repo market-- sorry, is that stablecoin collateral is starting to become material. 
And because these are required to be 100% backed, that collateral just literally gets withdrawn 
from the repo and other pledged collateral markets. And that is-- the bigger stablecoins become, 
the greater the likelihood that the Federal Reserve is going to have to clarify exactly what it wants 
to be done with these particular financial products. 
  
ASH BENNINGTON: Caitlin, that's the single best explanation I've ever heard about the 
simultaneous reaction around the world from central bankers to the first incarnation of Libra.  
 
CAITLIN LONG: Yeah, thanks. Now you know the real story. You've got to be a fixed-income 
expert, understand the market plumbing, to dig in and realize, why is it that they never really had 
such a reaction to Bitcoin, and then, when Facebook Libra came around, it was all of a sudden a 
collective, almost, hell no at the same time from every central banker around the globe-- certainly 
in the G7 countries. And that's why-- they need the repo market to be functioning properly. And 
we're already having-- believe it or not, it's counterintuitive-- we're having shortages of high-quality 
liquid assets in the repo market on a fairly regular basis. Sometimes you're seeing some of these 
repo rates go negative. And what that means in plain English is that there's a shortage of 
collateral. The reason why it's so counterintuitive is because governments around the world are 
issuing sovereign bonds-- in the US, Treasury bonds, and Treasury notes, and T-bills-- in record 
size, and yet we're still seeing that there's a shortage of collateral in the repo market. You've 
really got to dig deep and understand that the money market plumbing to understand why this is 
such an issue. And stablecoins are a threat to monetary policy, and they will probably not be 
allowed to grow to huge, huge volume precisely for that reason.  
 
ASH BENNINGTON: Yeah, and high-quality collateral is all about the translation into liquidity, 
which is the ability of banks to lend and to keep the financial system moving.  
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CAITLIN LONG: Right.  
 
ASH BENNINGTON: We just got a great— 
 
CAITLIN LONG: Yeah, and keep in mind— 
 
ASH BENNINGTON: Go ahead.  
 
CAITLIN LONG: Oh, keep in mind, the Federal Reserve ultimately is the one that has the ability to 
make that decision. With a single phone call, in theory, it could say to the correspondent that's 
holding the collateral for Tether-- it could say, don't do this anymore. And then, all of a sudden, 
guess what? So these are the issues. These are single points of failure for the digital asset industry 
right now. And what's fascinating is the Wyoming Special Purpose Depository Institutions are 
designed to solve that in a way that does not create payment system risk for the Federal Reserve 
and also creates the whole thing inside the banking system so that it does not pose that threat to 
the repo market.  
 
ASH BENNINGTON: I'm sure there are crypto enthusiasts bridling at the thought, Caitlin-- that 
there's a man or woman somewhere in the Eccles Building or on Maiden Lane here in New York 
City wearing a suit who can pick up a phone and end the relationship with Tether's 
correspondence back with a single phone call.  
 
CAITLIN LONG: Well, I mean, we've seen it happen before. I'm not predicting. To be clear, I'm 
not predicting that can happen. But boy, if you understand how the regulated world works-- this is 
why Ryan Selkis talked about the concentration of banks that are providing services to the crypto 
industry in the United States as being one of the industry's single points of failure in his year-end 
review last year at Messari.  
And he's right, and we really haven't-- we haven't fixed that yet. And what it comes down to is 
that the Federal Reserve has not yet opined on what it wants to see. Obviously, it hasn't shut 
things down. For sure, that's a positive. But it hasn't yet defined, does it want this inside the 
banking system, or does it want this outside the banking system? And if so, how is that going to be 
regulated from a monetary policy impact perspective?  
 
ASH BENNINGTON: Yeah. Here's a great question that comes to us from Luis. This is a bigger-
picture, broader question. We keep hearing how the US is far behind in terms of crypto 
regulations. Which countries are furthest ahead, and how can the US learn from them? Let's turn 
that over to you, Jeff. Any thoughts about the broader regulatory framework out there in the rest 
of the world and some of the lessons we might learn from what others are doing well?  
 
JEFF HOROWITZ: Yeah, I don't know if we're that far behind. I think we just have a bifurcated 
process, where we've got CFTC, the SEC, the OCC, and Treasury and FinCen all tackling it from 
different perspectives, versus in the UK where there's the FCA, or Singapore the Monetary 
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Authority, where they can come together and put out one set of guidance and one set of rules. I 
think we have too much inner fighting about who wants to control the narrative. I think Singapore 
is pretty proactive and forward-thinking. I think they want the innovation to happen there. But 
they're also following the guidance of the FATF and the travel rule, and they're not approving 
custodians and exchanges until they've come up with real-world solutions. So to answer your 
question, I don't think we're behind; I think we're just not coordinated yet. What worries me is the 
path of least resistance, or yield to worst, right? Where are people going to go? What are 
countries are companies going to pick? Because the regulation is going to take a while to catch up 
there. I think we need global-level standards, and then we can come up with a workable solution.  
 
ASH BENNINGTON: Yeah, Caitlin, any thoughts on the point that Jeff raises about competing 
regulators at the federal level? How does it work, and how does it not work? In other words, what 
are the advantages and disadvantages of that system compared to the British system with a single 
regulator?  
 
CAITLIN LONG: Well, I think if you have a single regulator, you don't get natural competition 
among regulators-- among hungry smaller jurisdictions that actually want to welcome the 
businesses into their jurisdiction. And you'll end up with New-York style regulation applying at the 
federal level, which is not good for the industry. I would also throw out there, we've got to give a 
nod to Switzerland, which is not only, in the Crypto Valley, allowing a lot of innovation in what is 
effectively sandbox-type regulatory structures, but very, very importantly, the Swiss banks are 
allowed to take crypto deposits. Not even the SPDI banks in Wyoming can do that. The deposits 
that we take are US dollars. And again, we can hold them directly on reserve at the Federal 
Reserve-- 100% of them. But in Switzerland, they went a step further, which is to say that the Swiss 
banks actually can take crypto deposits onto their balance sheet. So the way it works in the US is 
that the crypto that's handled by banks is done through the trust powers of the bank, not the 
deposit powers of the bank. So if you think about it, there's a segregation between on balance 
sheet and off balance sheet. So if you're-- for the securities industry, take a look at State Street, 
Bank of New York, Northern Trust. You'll see that their assets under administration are gigantic, 
but their on-balance-sheet assets are pretty small. That's ultimately-- that's because there's a 
separation of the trust powers and the deposit powers. And in Switzerland, it's all one together. 
The Swiss banks are allowed to take deposits of Bitcoin, Ethereum, et cetera onto their balance 
sheet. And that doesn't exist anywhere in the world. And you see, now, a couple of Swiss banks 
actually authorized to issue Swiss Franc stablecoins holding 100% of the reserves on deposit at 
the Swiss National Bank. So that is a private version of a central bank digital currency that's 
already been in action in Switzerland in a relatively small size. But it exists from a regulatory 
perspective and has done so, I think, since last summer.  
 
ASH BENNINGTON: Yeah, we are under the 12 minutes remaining here, Mark, so I'm just going 
to throw out these questions. Anyone, please feel free to jump in. Jeff, Caitlin, grab whichever 
question suits your fancy. To precisely that point that you just made, Caitlin, a question here from 
Mark. How could the Federal Reserve maintain and implement fractional reserve monetary policy 
using crypto assets instead of US dollars? Feel free to [INAUDIBLE].  
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CAITLIN LONG: Sure, I'll take that one. That is essentially-- fractional reserve banking, it exists 
today, but it's not where most monetary policy is implemented. Most monetary policy is 
implemented in the repo market, where effectively, you have fractional reserve T-bills, or 
fractional reserve Treasury notes and bonds. In other words, through the repo market, you have 
multiple owners of the same collateral, because the collateral is pledged. So you're not actually 
transferring ownership, but you're transferring the right to possess it. And that can be on-pledged, 
and on-pledged, and on-pledged. Dr. Manmohan Singh of the IMF has done a lot of research on 
just how many times the average sovereign bond is re-pledged and re-pledged. So effectively, it's 
the same thing as fractional reserve banking, but it's done with securities rather than with money. 
And so that's where most of the monetary policy is implemented. That's where most of the credit 
growth is happening-- it's in the securities market, really, in the last 30 years. Traditional fractional 
reserve banking has become less important. That's why you see the money multipliers collapse. It 
used to be a dollar of the monetary base turned into $10 of M2, and now, the monetary velocity 
numbers are in the low single digits. It's not even close to 10 anymore. And that's precisely 
because most of the credit growth is actually happening in the securities markets.  
 
ASH BENNINGTON: Yeah, M2 velocity is at 1.13 right now-- so incredibly low, to your point. So 
I just lost my questions window. Here it is. So I'm going to throw this one out there. This is coming 
to us from Rachel. Coming from Africa, I would be interested to hear how crypto in Africa features 
in these big discussions. And I'm just going to take that question and make it a little bit more 
general to talk about emerging markets and the international component. Any thoughts on that, 
Jeff, for example?  
 
JEFF HOROWITZ: Look, I think the original premise of crypto was, how do we bank the 
unbanked, and how can we move digital assets around the globe quicker and cheaper? Some of 
the thing that stifling that, though, is some of the Treasury's rules on intersection with unhosted 
wallet. And I think that one, it's an invasion of privacy, and two, it's going to stifle the ability to 
allow the global economy to participate in crypto. If we can't come up with reasonable ways that 
people have the right to host their own money in their own wallet, and do what they want with it, 
and not be overly prescriptive of what you need to disclose. With some of these rules, if I sent 
Caitlin $5,000 to buy her car, under some of these rules, I'm going to have to disclose that I sent it 
to Caitlin and what it was for. But if I sent her a check for 5, if I gave her 5,000 in cash, none of 
that is reportable, and none of that is traceable. So I think some of these regulations is going to 
stifle the ability to bring the rest of the world into the global economy. And that was the original 
premise, and I think we need to try and make sure we don't forget about that as we're building 
new products and services along the way.  
 
ASH BENNINGTON: Yeah. Caitlin, any thoughts on that international question?  
 
CAITLIN LONG: Oh, well said, Jeff. Yeah, I completely agree. 
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ASH BENNINGTON: Here's a topic that I know is going to be near and dear to the heart of lots 
of Real Vision subscribers. This comes to us from Pedro. Is there any discussion that either of you 
were hearing in the US government in Washington more generally on more favorable tax laws 
for Bitcoin transactions?  
 
JEFF HOROWITZ: I haven't heard more favorable. I think the current requirement is you need to 
disclose where you have accounts. The tax man is going to get their money, whether it's this year 
or next year, right? Those transactions are going to need to be disclosed. I think they're focusing 
on the bigger whales that are potentially not reporting, but I haven't heard anything that that's the 
prime focus with all that's going on in Washington.  
 
ASH BENNINGTON: Yeah. Here's a question that's from Remi. I believe this is Remi Tetot, one of 
our co-founders here at Real Vision. What are your thoughts on Dai and other decentralized 
stablecoins and assets?  
 
CAITLIN LONG: I love the experimentation in money, and completely in support of 
experimentation in money. They pose challenges, to Jeff's earlier points, though, under the FATF 
rules, under the FinCen travel rule. So it's going to be interesting to see how that all plays out.  
 
ASH BENNINGTON: Jeff, any thoughts on Dai and other decentralized stablecoins and assets?  
 
CAITLIN LONG: I think let's continue to be creative and innovate. And if there are other ways that 
you can raise capital or you can move assets around the globe, we should not just stop them in 
their tracks. We should try and figure out, how do we mitigate those risks? And Caitlin talked 
about a number of risks and whether those are traceable, whether it's a money supply issue, 
whether the government wants a CBDC or a private stablecoin. We should allow these things to 
continue to grow, and at the point where they become material, we should then figure out, OK, 
what regulations make the most sense?  
There was talk yesterday from the Fed chair about what does he think about Bitcoin? And he 
thought it was more like gold. And is the US going to create their own digital dollar? Those are 
conversations we should be having. China's way ahead of us, and we still want the dollar to be 
the de facto currency in this world. And if we don't come up with either a private stablecoin or a 
CBDC, we could be left behind.  
 
ASH BENNINGTON: Yeah, Jeff, what are some of your thoughts on how that might look like-- the 
idea of being experiment first and regulate later? Is there an example that you can call to mind 
that might be a good illustration of that point?  
 
JEFF HOROWITZ: Look, we talked about, whether it's Tether or USDC, right? Those things are not 
material yet, but they could become material. But we haven't found real issues where USDC is 
being used for money laundering, or it's not a great avenue to trade other cryptos as a base 
currency. We haven't found that the Treasury is raising their hand saying, these are terrible things. 
So let's continue to let them grow. And then, when we see there are potential intersections, we 
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can tackle them. But today, blockchain analytics and other tools are really a better mechanism 
than the cash market has to deal with illicit finance and money laundering. And the conversation 
always comes back to its use for bad guys, but it's actually helping law enforcement more than the 
tools in the cash market. So let's allow that and the conversations with the true law enforcement, 
FBI, and the Secret Service, versus just regulators who are not in the trenches and working those 
cases, really opine on whether these things are good or they're bad.  
 
ASH BENNINGTON: I was just going to ask, Caitlin, do you have anything to add to that point? 
In terms of the mechanisms of experimentation, how we might move forward, and also, to Jeff's 
point, about law enforcement and regulation on that front?  
 
CAITLIN LONG: Yeah, I think Jeff's exactly right. As Katie Hahn from Andreessen Horowitz, a 
former US attorney, likes to say, crime that's committed by a keyboard is always traceable, and 
crime that's committed with cash is not. And so I think most law enforcement originally was allergic 
to these types of assets, and it has come around that actually, they can be traced. And as a result, 
it's quite possible to put freezes on wallets, for example. Yeah.  
 
ASH BENNINGTON: Yeah. So we're coming very close to the end here. We've got about three 
minutes left. Jeff, any final thoughts, in about a minute, to sum up some of the points that we've 
discussed here today?  
 
JEFF HOROWITZ: Caitlin and I went back and forth. Whether it's the SPDI or the OCC charter, 
they both serve a purpose. One still requires Fed approval for access to the Fed window. It's 
great that the states are thinking out of the box. We still need out-of-the-box thinking. But our 
perspective, really, if this is going to grow to the institutional level, we need to make sure that this 
can go across all states, that you're not bifurcated, that you can't do business in x state. Hawaii 
had a crazy rule, and people pulled out of Hawaii. I'm really looking for the place where it's a 
level playing field, the institutional customers look at us as a equal partner from a regulation, and 
can we offer those services that they're looking for? And at a state level or at a federal level, I 
think they're both exciting that we're now talking about the OCC getting comfortable with people 
holding stablecoins as reserves. Two years ago, it was in a very different place.  
 
ASH BENNINGTON: Yeah, Caitlin, as someone who's done so much for the state of Wyoming, 
I'm curious what your thoughts are on that count, and also more generally about the nature of 
federal regulation. 
  
CAITLIN LONG: I couldn't be more bullish on what's going on in Wyoming. I wish I could share 
some of the things I know. This is going to be the home of crypto regulation, and it's coming-- in 
fact, Avanti has a big announcement coming out tomorrow. I'll tease that. There's a lot going on. 
And this is-- if you're thinking about where the puck is going to be as opposed to where it is today, 
it's pretty clear that it's going to end up in Wyoming. It's taking some time, but boy, Wyoming did 
a lot of work. And hats off to the folks here in Wyoming. The governor, Senator Lummis, the 
banking commissioner, and a lot of folks in the legislature did some serious heavy lifting to get us 
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to where we are. And this is creating critical crypto infrastructure. We want to service everyone in 
the industry, even competitors. And I think you'll see that while a bank charter, a true depository 
institution clearing bank charter, has not been available to the crypto industry previously, once it 
does become available, that that becomes a game-changer. It takes that risk off the table of the 
Federal. Reserve banning Bitcoin. There's still a lot of concern out there about that. And again, the 
Federal Reserve has not opined on any of this yet. We've had only one of the Federal regulators, 
the OCC opined, but not the FDIC, and not the Federal Reserve. So keep your eyes out for 
movement coming from both of those-- maybe, by the way, not all in one direction.  
 
ASH BENNINGTON: As I've been here in my small Manhattan apartment riding out lockdown, 
I've been thinking about where I'm going to travel this coming year. So I'm thinking next March, 
I'm going to do this somewhere in Wyoming. Maybe we'll have Rendezvous Mountain behind me, 
rent out a ski chalet, and we can do this again next year-- hopefully, maybe, in person. Caitlin, 
Jeff, thank you both so much for joining us at the Real Vision Crypto Gathering.  
 
JEFF HOROWITZ: Thanks, Ash. Thanks, Caitlin.  
 
CAITLIN LONG: Thanks, Ash. Thanks, Jeff.  
 
JEFF HOROWITZ: Bye. 
  
ASH BENNINGTON: Bye.  
 
CAITLIN LONG: Bye-bye.  


