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Executive Summary

E What’s new: The Bank of England issued a consul-

tation paper setting out in detail its latest proposals

for regulating stablecoins which are deemed “sys-

temic,” including requirements for backing assets,

capital and reserves, and redemption procedures for

coinholders.

E Why it matters: The bank’s proposals are more re-

strictive in a number of respects than the Financial

Conduct Authority’s proposed rules for non-

systemic stablecoins. In considering whether to rec-

ommend to HM Treasury that a stablecoin be treated

as systemic, the bank will look at a number of fac-

tors, including the volume of transactions using the

stablecoin, the nature of transactions processed and

its interconnectedness with other systemically

important financial market infrastructure.

E What to do next: The industry will be monitoring

the ongoing consultation on the bank’s proposed

regime and may want to submit comments on the
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proposals before the consultation ends in February

2026.

The long-awaited Bank of England (“Bank”) consulta-

tion paper on its proposed regulatory regime for sterling-

denominated systemic stablecoins was published on

November 10, 2025 (“Consultation Paper”).1 This follows

its discussion paper of November 6, 2023,2 as well as the

UK Financial Conduct Authority’s (“FCA”) consultation

paper (CP25/14) on stablecoin issuance and cryptoasset

custody.3

The Consultation Paper outlines the Bank’s current po-

sition across a number of key areas, including:

E The scope of “systemic stablecoins.”

E The composition of “backing assets.”

E Capital and reserve requirements.

E Holding limits.

E Redemption requirements.

E Safeguarding of backing assets.

E Remuneration of coinholders.

Whilst the Bank has shown some flexibility on its posi-

tions on a number of topics since 2023, its proposed

regime remains, as expected, significantly more onerous

than the FCA’s proposals for non-systemic stablecoins.

What Is a Systemic Stablecoin?

As noted, the Bank’s proposals (and therefore the scope

of its regulation of stablecoins) only relate to sterling-

denominated systemic stablecoins. In response to feed-

back, the Consultation Paper seeks to clarify and offer fur-

ther guidance on what constitutes systemic importance.

HM Treasury is responsible for determining whether a

payment system which uses stablecoins or service provider

which issues stablecoins is systemic (whether in its own

right or because it provides an essential service to a

systemic payment system or service provider). HM Trea-

sury will consider a number of factors, including the

advice of the Bank regarding whether an entity should be
recognized as systemic.

The Consultation Paper sets out a number of specific
criteria and indicators which the Bank will look at when
providing advice to HM Treasury as to whether a stable-
coin should be considered systemic. Those include:

E The number and value of transactions presently
processed or likely to be processed in the future, and
the value of services that the service provider pres-

ently provides or is likely to provide in the future.

E The nature of the transactions processed or the

nature of the services provided.

E Whether those transactions or equivalent could be

processed elsewhere or whether the services or

equivalent could be provided by others.

E The relationship with other systems and service

providers (i.e., its interconnectedness with other

systemically important financial market infrastruc-

tures or institution specific exposures).

E Whether the system is used by the Bank in the

course of its role as a monetary authority.

The Bank, however, declined to provide any quantita-

tive thresholds, saying that such an approach could cause

the Bank to recognize stablecoin issuers that it would not

otherwise propose to HM Treasury as systemic.

The Consultation Paper also notes that the Bank is

exploring stablecoin use in wholesale settlement through

the Digital Securities Sandbox and, if that proves success-

ful, it is expected that the Bank would recommend to HM

Treasury that the issuer of a stablecoin used for settlement

in core wholesale financial markets be recognized as

systemic and therefore fall under the joint regulation of

both the Bank and FCA.

Key Requirements

Backing Assets

In its 2023 consultation paper, the Bank proposed that

backing assets could only be comprised of unremunerated
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central bank deposits. This was at odds with both the
proposed FCA regime for non-systemic stablecoins as
well as the regulations in a number of other comparable
jurisdictions. In response to feedback, the Bank has
proposed that:

E At least 40% of the backing assets must comprise
unremunerated central bank deposits (i.e., held at
the Bank itself).

E Up to 60% of the backing assets may be held in
short-term sterling-denominated UK government
debt securities.

E Temporary deviations from the 40:60 split are pos-
sible to meet large unanticipated redemption
requests.

E Securities may be lent by issuers via repurchase
agreements for liquidity purposes.

E Issuers will be able to transition to the 40:60 split
over an appropriate time horizon, with it being
expected that there will be an allowance for sterling-
denominated UK government debt securities of up
to 95% at the outset.

The Bank has clarified that its allowance of 40% central
bank deposits aligns with its estimates of potential short-
term redemption requests based on outflows which have
occurred during stress events in the markets. In terms of
what is meant by “short-term” sterling-denominated UK
government debt, the Bank said that further guidance
regarding the maximum maturity of eligible assets will
follow. The move to allow backing assets to be held in
short-term securities will be welcomed by the industry.

Capital and Reserve Requirements

The Bank intends to use existing international stan-

dards (i.e., the Principles for Financial Market Infrastruc-

tures)4 as the baseline for calculating capital requirements,

with some modifications. In particular:

E Capital against general business risk should be suf-

ficient to recover from the larger of: (i) the largest

plausible loss event or (ii) current operating ex-

penses for six months.

E Issuers must hold a reserve of liquid assets to miti-
gate the financial risk of backing assets and to man-
age an insolvency/wind-down. This includes both a
financial risk reserve (i.e., in respect of the risk of
holding short-term UK government debt securities)
and an insolvency/wind-down reserve (to cover the
costs of an insolvency practitioner, continuation of
critical services and the return of funds to
coinholders).

This is a departure from the FCA’s proposed regime in
its consultation paper (CP25/14) for non-systemic stable-

coins, which proposes the use of the K-SII factor to

determine an issuer’s variable capital requirement (which

is broadly 2% of issued stablecoins). This may pose

operational challenges for issuers transitioning into the

systemic regime.

Holding Limits

The Bank remains concerned that a disorderly transi-

tion to widespread adoption of systemic stablecoins could

negatively impact the provision of credit to the UK

economy, resulting from diminished levels of UK bank

deposits. Consequently, the Bank is proposing that issuers

implement a per-coin holding limit of £20,000 for indi-

viduals and £10 million for businesses (subject to excep-

tions if a business requires larger balances in the ordinary

course of its business).

The Bank’s intention is that these limits will ultimately

fall away once there is sufficient understanding and miti-

gation of the potential financial stability risks arising from

the adoption of systemic stablecoins. Whilst these propos-

als seem onerous, the Bank has noted that it remains open

to views on alternative tools to achieve its desired out-

comes (which, per the Consultation Paper, includes not

stifling innovation in payments and money).

In the meantime, however, the thresholds are not in line

with proposals in other markets and may be seen as very

conservative in terms of restricting the adoption and use

of stablecoins. Questions will also remain about how such

limits can be enforced given the possibility of secondary

trading activity, as well as about the effectiveness of the

limits given that individuals will potentially be able to
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easily swap systemic stablecoins for non-systemic stable-
coins (which have no holding limits).

Legal Claim and Redemption

The Bank’s expectation is that coinholders have a
robust legal claim for the value of their stablecoins on
demand without undue constraint or cost. In order to
achieve this, the Bank’s proposals provide that:

E Redemption requests must be met by the end of the
business day on which a valid request is made.

E Issuers should have processes in place to ensure that

anti-money laundering and know-your-customer

verification is completed so that it can meet this

timeline, and issuers should set out in advance to

coinholders the documentation to be submitted with

or prior to a redemption request.

E Issuers remain responsible for meeting the redemp-

tion requirements and no use of intermediaries will

discharge it of this obligation.

E Redemptions should, where possible, be free of

charge, and where any fees do apply, they should be

fair, transparent and proportionate to costs incurred.

E Systemic stablecoins should directly access payment

systems to support frictionless redemptions and

interoperability across different forms of money.

The Bank also proposed providing a backstop lending

facility for eligible, solvent and viable systemic stablecoin

issuers, which remains subject to further consideration.

Safeguarding of Backing Assets

The Bank’s proposed safeguarding regime focuses on

two key elements:

E Segregation and statutory trust. The Bank is

proposing that safeguarded assets (i.e., backing as-

sets and reserves of liquid assets for financial risk

and insolvency/wind-down costs) be held under a

statutory trust for the benefit of coinholders. This

will establish fiduciary duties on the issuer as trustee

and, in the case of any non-central bank deposits,

will require the appointment of a separate and quali-
fied third-party custodian who is authorized and
regulated in the UK.

E Robust safeguarding rules. These would cover a

range of areas including segregation and reconcilia-

tion requirements (among other things), with the

intended outcome of providing confidence that

systemic stablecoin issuers maintain sufficient back-

ing assets and reserves. Further consultation is

expected in relation to the detailed design of the

safeguarding regime.

Remuneration for Coinholders

Consistent with the Bank’s position in 2023 and FCA

proposals, the Consultation Paper maintains that systemic

stablecoins should primarily be used for payments and not

as a means of investment, and so issuers should not pay

interest to coinholders. The Bank is, however, also consid-

ering whether providers may offer incentives such as

points or rewards linked to transaction volume, as is the

case in the existing payments market.

Location

The Bank is requiring any non-UK based sterling-

denominated systemic stablecoin issuers to establish a

subsidiary in the UK in order to carry out business and is-

suance activities in the UK and with UK-based consumers.

This will, in its view, allow the Bank to mitigate risks to

UK financial stability through direct regulation.

By contrast, in the case of any non-sterling denomi-

nated systemic stablecoins in the UK which are issued

from non-UK entities, the Consultation Paper indicates

that the Bank will, in the first instance, engage with the is-

suer’s home authority. The Bank notes that it could

consider deferring to the home authority’s regulatory and

supervisory framework provided (among other things) it

delivers broadly similar outcomes to the Bank’s regime

and there are sufficient co-operation arrangements in place

to rely on such home authority.

What’s Next?

The Consultation Paper is only intended to “lay the
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groundwork” for the Bank’s next phase of work. The Bank

intends to consult on and finalize its draft Codes of

Practice during the course of next year. Responses to the

Consultation Paper are due in by February 10, 2026, with

a view to the Bank publishing its final rules instrument

and supervisory approach in the second half of 2026. We

will continue to monitor developments from the Bank and

other market participants over the coming months.

This article is provided by Skadden, Arps, Slate,

Meagher & Flom LLP and its affiliates for educational

and informational purposes only and is not intended and

should not be construed as legal advice.

ENDNOTES:

1 https://www.bankofengland.co.uk/paper/2025/cp/pr
oposed-regulatory-regime-for-sterling-denominated-syste
mic-stablecoins.

2 https://www.bankofengland.co.uk/paper/2023/dp/re
gulatory-regime-for-systemic-payment-systems-using-sta
blecoins-and-related-service-providers.

3 https://www.fca.org.uk/publications/consultation-pa
pers/cp25-14-stablecoin-issuance-cryptoasset-custody.

4 https://www.skadden.com/-/media/files/publication
s/2025/11/bank-of-england-revises-its-proposed-regime-f
or-regulating-systemic-stablecoins/principles-for-financia
l-market-infrastructures.pdf.

TRUMP EO TARGETS GLASS

LEWIS, ISS

On December 11, 2025, President Donald Trump

signed an executive order that encourages what could be a

substantially greater level of federal oversight of the proxy

advisory industry, singling out advisors Institutional

Shareholder Services Inc. and Glass, Lewis & Co., LLC.

In the executive order (“EO”),1 which was posted on

the White House website, the president directed the Secu-

rities and Exchange Commission and other agencies to

review whether ISS and Glass Lewis, along with other

proxy advisors, had violated any rules or antitrust laws

“related to their treatment of environmental and social

issues.” The order also directs such agencies as the Federal

Trade Commission and the U.S. Labor Department to

consider taking steps such as writing new regulations af-
fecting proxy advisors.

In the EO, the president claimed that “unbeknownst to
many Americans, two foreign-owned proxy advisors [ISS
and Glass Lewis] play a significant role in shaping the
policies and priorities of America’s largest companies
through the shareholder voting process. These firms,
which control more than 90% of the proxy advisor mar-
ket, advise their clients about how to vote the enormous
numbers of shares their clients hold and manage on behalf
of millions of Americans in mutual funds and exchange

traded funds. Their clients’ holdings often constitute a sig-

nificant ownership stake in the United States’ largest

publicly-traded companies, and their clients often follow

the proxy advisors’ advice.”

“As a result, these proxy advisors wield enormous

influence over corporate governance matters, including

shareholder proposals, board composition, and executive

compensation, as well as capital markets and the value of

Americans’ investments more generally, including

401(k)s, IRAs, and other retirement investment vehicles.”

The EO further claimed that the proxy advisors “regularly

use their substantial power to advance and prioritize radi-

cal politically-motivated agendas—like “diversity, equity,

and inclusion” (DEI) and “environmental, social, and

governance” (ESG)—even though investor returns should

be the only priority.”

The EO cited as examples the proxy advisors’ past sup-

port of shareholder proposals that required companies to

reduce greenhouse gas emissions or encourage greater

racial diversity on corporate boards. “The United States

must therefore increase oversight of and take action to

restore public confidence in the proxy advisor industry,

including by promoting accountability, transparency, and

competition,” the EO said.

SEC Actions

The EO charged SEC Chairman Paul Atkins with

reviewing “all rules, regulations, guidance, bulletins, and

memoranda relating to proxy advisors. Consistent with

the Administrative Procedure Act (5 U.S.C.A. §§ 551 et

seq.), [Atkins] shall consider revising or rescinding those
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rules, regulations, guidance, bulletins, and memoranda
that are inconsistent with the purpose of this order, espe-
cially to the extent that they implicate “diversity, equity,
and inclusion” and “environmental, social, and gover-
nance” policies.”

The EO also charged Atkins with considering “revising
or rescinding all rules, regulations, guidance, bulletins,
and memoranda relating to shareholder proposals, includ-
ing Rule 14a-8 (17 CFR 240.14a-8), that are inconsistent
with the purpose of this order.”

Further, Atkins shall, as per the EO:

(i) enforce federal securities laws’ anti-fraud provisions with
respect to any material misstatements or omissions found in
proxy advisors’ proxy voting recommendations;

(ii) assess whether to require proxy advisors whose activi-
ties fall within the scope of the Investment Advisers Act of
1940 (15 U.S.C. 80b-1 et seq.) to register as Registered
Investment Advisers;

(iii) consider requiring proxy advisors to provide increased
transparency on their recommendations, methodology, and
any potential conflicts of interest, especially regarding DEI
and ESG factors;

(iv) analyze whether, and under what circumstances, a proxy
advisor serves as a vehicle for investment advisers to coor-
dinate and augment their voting decisions with respect to a
company’s securities and, through such coordination and
augmentation, form a group for purposes of sections 13(d)(3)
and 13(g)(3) of the Securities Exchange Act of 1934 (15
U.S.C. 78a et seq.); and

(v) direct SEC staff to examine whether the practice of
Registered Investment Advisers engaging proxy advisors to
advise on (and following the recommendations of such
proxy advisors with respect to) non-pecuniary factors in
investing, including, as appropriate, DEI and ESG factors, is
inconsistent with their fiduciary duties.

FTC Actions

In a section of the EO titled “Unfair, Deceptive, or

Anticompetitive Practices,” Andrew Ferguson, Chairman

of the Federal Trade Commission, in consultation with At-

torney General Pam Bondi, were charged with reviewing

“ongoing state antitrust investigations into proxy advisors

and determin[ing] if there is a probable link between

conduct underlying those investigations and violations of

federal antitrust law.”

Ferguson and Bondi were also asked to investigate
whether any proxy advisors engage in unfair methods of
competition “or unfair or deceptive acts or practices that
harm United States consumers” via such actions as alleg-
edly colluding to diminish the value of consumer invest-
ments (such as retirement accounts), failing to disclose
conflicts of interest, providing misleading or inaccurate
information, “undermining the ability of consumers to
make informed choices,” or “otherwise engaging in
conduct that violates the antitrust laws as defined in 15
U.S.C. 12(a) or section 5 of the Federal Trade Commis-

sion Act (15 U.S.C. 45).”

DOL Actions

The EO further charged Secretary of Labor Lori Mi-

chelle Chavez-DeRemer to take steps “to revise all regula-

tions and guidance regarding the fiduciary status of

individuals who manage, or, like proxy advisors, advise

those who manage, the rights appurtenant to shares held

by plans covered under the Employee Retirement Income

Security Act of 1974 (ERISA) (29 U.S.C. 1001 et seq.),

including proxy votes and corporate engagement, consis-

tent with the policy of this order.”

As per the EO, the Department of Labor “shall consider

whether these proposed revisions should include amend-

ments to specify that any individual who has a relation-

ship of trust and confidence with their client, including

any proxy advisor, and who provides advice for a fee or

other compensation, direct or indirect, with respect to the

exercise of the rights appurtenant to shares held by ERISA

plans, is an investment advice fiduciary under ERISA.”

Chavez-DeRemer was also asked to “take all appropri-

ate action to strengthen the fiduciary standards of pension

and retirement plans covered under ERISA.” Such actions

would entail assessing whether proxy advisors are acting

“solely in the financial interests of plan participants and

the extent to which any of their practices undermine the

pecuniary value of the assets of ERISA plans.”

The EO noted that “nothing in this order shall be

construed to impair or otherwise affect: the authority

granted by law to an executive department or agency, or

the head thereof; or the functions of the Director of the
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Office of Management and Budget relating to budgetary,
administrative, or legislative proposals.”

The Trump EO came months after proxy advisors had
won a victory in federal appeals court, when the court
sided with ISS to affirm a lower court ruling that ISS does
not “solicit” proxy votes—the action preserved a lower-
court decision that had blocked proxy adviser regulations
issued in 2020. Yet proxy advisors remain under pressure

by some state Attorneys General, such as Florida AG

James Uthmeier, who in November claimed proxy advi-

sors had violated state consumer-protection and antitrust

laws. Texas’ AG has also launched an investigation into

proxy advisers’ activities.

ENDNOTES:

1 https://www.whitehouse.gov/presidential-actions/
2025/12/protecting-american-investors-from-foreign-own
ed-and-politically-motivated-proxy-advisors/.
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