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CLARITY Act: The battle for financial market

structure

The CLARITY Act marks a potential turning point in the market infrastructure of the financial system. The
resistance from banks is directed less at crypto itself than at the erosion of core revenue pools such as
deposits and settlement. Tokenized deposits, stablecoins and on-chain settlement are progressively

shifting value creation away from intermediaries.

The Digital Asset Market Clarity Act (H.R. 3633) was
introduced on 29 May 2025 by House Financial
Services Chairman French Hill and passed the US
House of Representatives on 17 July 2025 by a vote
of 294 to 134. The bipartisan majority came together
during the so-called "Crypto Week" in Congress and
marked a first breakthrough after years of requlatory
gridlock.

At its core, the bill establishes a three-tier
classification system for digital assets and, for the
first time, clearly delineates responsibilities
between the two main US financial requlators. The
CFTC receives exclusive jurisdiction over spot
markets for digital commodities, while the SEC
retains oversight of so-called "investment contract
assets". The bill also introduces new registration
requirements for digital commodity exchanges,
broker-dealers and custodians. In doing so, it
addresses the long-running jurisdictional dispute
between the SEC and CFTC, which had been viewed
as one of the biggest obstacles to institutional
crypto engagement in the US. Since passing the
House, the bill has been stuck in the Senate, where it
has remained blocked for months.

At the heart of the debate is whether crypto
companies such as Coinbase may offer yield on
stablecoins. The American Bankers Association
warned in this context of a potential outflow of up to
$6.6 trillion in bank deposits. It is precisely at this

point that the debate reveals itself to be no longer
about requlatory detail, but about the fundamental
architecture of the future financial system.

A turning point for market structure

Tokenized deposits, stablecoins and on-chain
settlement are progressively shifting value creation
away from intermediaries. The decisive question is
therefore not whether this development will prevail,
but who will control the next generation of financial
infrastructure.

Notably, the criticism from banks is not directed at
speculative use cases, but specifically at segments
that functionally compete with core banking
activities. Once digital dollars can be held and earn
yield outside the banking system, the role of banks
within the financial system changes fundamentally.
The requlatory debate thus effectively becomes a
question of control over the cash and settlement
layers of the market.

The business model behind deposits

The existing financial system is built on the central
role of banks as intermediaries between capital,
payment flows and settlement. Deposits form the
basis for low-cost funding and enable banks to
operate credit creation and maturity transformation
profitably. At the same time, banks control key parts
of the payment infrastructure as well as the
execution of  transactions, from account
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management to correspondent
post-trade processes.

banking and

This structure is closely linked to delayed settlement
and tied-up liquidity. Settlement still takes place
across multiple intermediaries, requires pre-funding
and creates operational reconciliation efforts. These
frictions are where a significant share of economic
value is generated, whether through fees, net
interest margins or the use of liquidity within the
system.

Legacy Settlement vs Blockchain Settlement

T+1/ T+2 Settlement Atomic Settlement

Days until finality Simultaneous transfer, T+0

Intermediaries 247 Availability

Custodian, CCP, CSD No market hours, no batch cycles

Counterparty Risk

Default risk until settlement

Programmable

Smart contracts, conditions

Capital Lock-up No Settlement Risk

Margin and collateral tied up Finality guaranteed on-chain

Traditional vs. blockchain settlement / Source: Digital Asset
Solutions AG

The structural economic advantages of blockchain
Blockchain-based financial infrastructure does not
primarily challenge the existing system through
technology, but through its economic foundations.
While traditional markets rely on delayed
settlement, pre-funding and multiple intermediaries,

on-chain systems enable direct, near-instant
execution. Trading, payment and settlement
converge into a single process, eliminating

reconciliation efforts and reducing operational
complexity.

The difference becomes most evident in risk and
capital  efficiency. In  traditional systems,
counterparty risk arises because transactions are
settled with a time lag. On-chain settlement, by
contrast, enables atomic execution, where either
both sides of a transaction are completed or neither
is. At the same time, capital in the traditional system
remains tied up throughout the settlement process,
whereas in blockchain-based structures it can be
reused immediately.

=3 BT BT

B Banks Stablecoins | Token Deposits
Deposits
Fractional reserve, centralised Fully backed, on-chain
Banks /| CSD Blockchain
Settlement
T+1, intermediaries, capital lock-up Atomic, T+0, 24/7
Banks Smart Contracts
Treasury
Manual processes, batch cycles Automated, programmable
vield Banks On-chain Money Market Funds / DeFi

Interest margins, opaque Direct, transparent, composable

Value creation today vs. on-chain / Source: Digital Asset Solutions
AG

This difference becomes particularly visible in the
previously outlined conflict around the yield on
stablecoins and tokenized deposits. While bank
deposits form the basis for credit creation and are
only partially passed on to customers, new forms of
digital money enable a more direct participation in
interest income. At the same time, initiatives around
tokenized deposits indicate that banks themselves
recognize the advantages of programmable,
yield-bearing and immediately deployable liquidity.
The focus of the conflict is therefore shifting. It is no
longer about the technology itself, but about who
will issue and control the next generation of digital
money.

As financial processes become increasingly
automated, this dynamic gains further importance.
Programmable forms of money allow transactions to
be executed not only more efficiently, but also in a
fully —automated manner. This creates an
infrastructure in which capital flows are increasingly
routed directly between systems and applications,
without relying on traditional layers of
intermediation.

Why banks are resisting

The resistance from banks is not primarily directed
at the technology itself, but at its impact on core
elements of their business model. At the center lies
the deposit base, which represents the cheapest
source of funding and underpins both credit
creation and net interest margins. Once digital
dollars can be held outside the banking system, this
foundation comes under pressure.
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As liquidity shifts into stablecoins and other
tokenized forms of money, the structure of capital
markets begins to change. Funds that were
previously tied up as bank deposits become directly
available for transactions and settlement. For banks,
this implies not only potential deposit outflows, but
also higher funding costs and a weakening of their
traditional funding advantage. As the deposit base
declines, the capacity for credit creation is
structurally constrained, given that deposits form
the basis of the credit multiplier in the banking
system.

At the same time, the settlement layer is shifting. As
transactions move on-chain, banks gradually lose
control over the cash leg of financial transactions.
Payment flows that once moved across bank balance
sheets are increasingly  routed  through
programmable infrastructures. In parallel,
traditional fee pools come under pressure, as
settlement, custody and payment processes
become more software-driven and standardized.

Capital | Deposits

Traditional On-chain

Bank Balance Sheet Wallet / Stablecoin

Liquidity Direct Atomic Instant
Utilisation Yield Settlement Liquidity

l

On-chain Infrastructure

Lending Settlement

Capital flows are
shifting on-chain

Credit Multiplier

What is already outside the bank balance sheet

Tokenised Real-World Assets

$22bn

On-chain market capitalisation

Stablecoins DeFi

$315bn $92bn

Market capitalisation - +49% in 2025 Total Value Locked

The banking business model under pressure / Chart: Digital Asset
Solutions AG, Data: DeFiLlama, April 2026

This structural pressure is reflected in the conflict
around stablecoin Yyields. Yield-bearing digital
dollars compete directly with bank deposits and
reshape how interest income is distributed across
the system. What appears as a regulatory detail is, in
reality, a challenge to the foundations of the banking
model. The transition is not abrupt, but gradual, as
parts of the deposit base increasingly migrate out of
the traditional system.

CLARITY Act as a catalyst for structural change

The current debate around the CLARITY Act
highlights this structural shift. As reqgulatory clarity
increases, the competitive dynamic moves from
political resistance to economic selection. The key
question is no longer whether new technologies will
be permitted, but which infrastructure allocates
capital most efficiently, reduces risk and enables
global transactions. This trend is further reinforced
by the increasing automation of financial processes.

Historically, systems prevail where they offer clear
economic advantages. Lower capital requirements,
reduced counterparty risk and more efficient
settlement create structural benefits over existing
models. New infrastructures initially complement
existing functions before gradually replacing parts
of the value chain.

As aresult, the distribution of economic value within
the financial system is shifting. While traditional
intermediation models come under pressure, new
value pools emerge around digital money, tokenized
assets and programmable financial infrastructure.
Banks are not necessarily the losers in this
transition, but their role is changing. Institutions
that integrate on-chain settlement and tokenized
deposits can continue to play a central role, while
traditional models are likely to lose market share.

Blockchain as the basis

A significant share of this infrastructure is expected
to develop on public blockchain networks. Their
open architecture enables financial functions to
operate without central intermediaries and allows
capital to be allocated directly between market
participants. In this context, decentralized finance
applications are gaining relevance, as they natively
integrate key functions such as settlement, liquidity
provision and yield generation.

The trajectory of the CLARITY Act remains critical
for the speed of this transition. Requlatory clarity
would accelerate the integration of
blockchain-based infrastructure, while continued
uncertainty is likely to push innovation toward less
regulated market segments. The underlying
dynamic, however, remains unchanged in both
scenarios.
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In this context, the CLARITY Act should be viewed
not as an isolated requlatory initiative, but as a
catalyst for the next phase of this structural shift.
This transition is already underway.
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Disclaimer

The information provided is for informational purposes only and does not constitute investment advice or an offer or
solicitation to buy or sell financial instruments. This publication does not take into account the investment objectives,
financial situation, or specific needs of any particular recipient.

The views expressed are based on information available at the time of publication, reflect the current assessment of
Digital Asset Solutions AG, and are subject to change at any time without notice. Forward-looking statements are not
guarantees of future performance.

No liability is assumed for the accuracy, completeness, or timeliness of the information. Past performance is not a reliable
indicator of future results.

Digital assets involve significant risks, including high volatility, regulatory uncertainty, and the potential for total loss of
invested capital.

This publication is confidential and intended exclusively for the designated recipients. Reproduction or redistribution
without prior consent is prohibited.



