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The crypto-asset bull run continued, with Bitcoin hitting a new all-time high ($58,332) before settling 

back to close the month at $46,526 (+35.4%). The main driver continued to be increasing institutional 

investor interest, with some help from a few random Elon Musk tweets and the Tesla announcement that 

it had bought $1.5 billion of Bitcoin. Ethereum and other altcoins had a strong month on continuing 

interest in decentralized finance (DeFi). Bitfinex and Tether reached a $18.5 million settlement with the 

New York Attorney General over allegations that they hid the loss of commingled client and corporate 

funds and lied about Tether's USDT reserves. India will reportedly go ahead with a complete ban on 

investment in crypto-assets, and the Central Bank of Nigeria banned all regulated financial institutions 

from providing services to crypto exchanges in the country. 

Crypto-Asset Markets (see also the Annex) 

Crypto-asset market capitalization increased by about 41% from January 30 to $1,389 billion with the 

price of Bitcoin finishing up 35.4% ($46,526) after hitting an all-time high of $58,332. The main driver 

continued to be increasing institutional investor interest amid prospects of years of ultra-low interest 

rates and concerns about future inflation given expansionary monetary policies. For example, Tesla 

announced that it had invested $1.5 billion in Bitcoin and signaled its intent to begin accepting it as a 

form of payment. Also, new crypto-focused investment funds, including exchange-traded funds (ETFs), 

continue to pop up, something I discuss in a separate post. However, there were some signs that 

institutional investor interest was fading, as the Grayscale Bitcoin Trust premium turned negative, and 

Bitcoin “whales” were reported to be offloading. Altcoin market capitalization was up 45%, although 

Ethereum’s was up only 5% as its soaring “gas” fees turned attention to alternative tokens like Cardano 

(+260%), Binance Coin (+375%) and PolkaDot (+106%). 

 
Source: https://coin.dance/stats/marketcaphistorical 

The amount of crypto-assets on decentralized finance (DeFi) platforms increased 26% to $34.8 billion 

(from $27.7 billion on January 30). January decentralized exchange (DEX) trading volume soared to set 
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an all-time high of $56 billion, according to data from Dune Analytics. DEXs use smart contracts on 

blockchain networks to let users swap between digital assets without transferring tokens to an exchange 

wallet or verifying their identity. However, DeFi Money Market (DMM) ceased operations as a result of 

U.S. Securities and Exchange Commission (SEC) inquiries, raising concerns that other DeFi applications 

may be next.1 

Stablecoin market capitalizations continue to increase. Almost all are USD-pegged, and Tether’s USDT 

remains dominant ($34.8 billion) despite the controversy that surrounds it (see below). USDC is followed 

by USDC ($9.0 billion), Dai ($2.3 billion) and BUSD ($2.3 billion). Of note, Canada’s VersaBank Canadian 

dollar-pegged VCAD crypto-asset will become the world’s first bank-issued stablecoin.  

The last Monthly Monitor talked about how USD-pegged Empty Set Dollar (ESD), launched in September 

2020 and one of the first algorithmic stablecoins to come to market, briefly held the #6 position in the 

stablecoin league table. (An algorithmic stablecoin adjusts its supply to maintain its peg.) However, ESD 

broke its peg massively, and is now trading below $0.20 ($50 million market capitalization). However, 

there’s another very viable-looking USD-pegged stablecoin, TerraUSD which sits at #7 ($700 million 

market capitalization). I discuss it in a separate post. 

Bitfinex and Tether reached a $18.5 million settlement with the New York Attorney General (NYAG) over 

allegations that they hid the loss of commingled client and corporate funds and lied about Tether's USDT 

reserves. By May 18, 2021 and on a quarterly basis thereafter for two years, the firms will be required to 

publish reports on the composition of USDT reserves. Without admitting or denying any wrongdoing, 

Tether committed to publicly share these reports. Also earlier in the month, Ripple reported that the 

last $550 million of the loan at the center of the lawsuit was paid off. However, the lawsuit did not cover 

the rumored role of Tether in a huge BTC pumping scheme, which I discuss here. 

Diem (formerly Libra) is reportedly preparing to launch a minimum viable project based around a U.S. 

dollar stablecoin in March. In that regard, crypto-asset custodian Fireblocks and payments platform First 

Digital Assets Group will be partnering with Diem to provide digital plumbing to allow financial service 

providers such as banks, exchanges, payment service providers and digital wallets to plug into Diem. In a 

move obviously with Diem in mind, in a legal opinion on the European Union rules, the European Central 

Bank said it should have the final word on whether a stablecoin should be allowed to launch in the euro 

zone, and that this binding for national authorities assessing applications to issue stablecoins.    

Crypto-related regulatory developments 

India will reportedly go ahead with a complete ban on investment in crypto-assets, while providing 

existing investors a three- to six-month transition period to exit their holdings. Also, the Central Bank of 

Nigeria (CBN) banned all regulated financial institutions from providing services to crypto exchanges in 

the country. The CBN warned of stiff penalties to financial institutions that fail to comply with the 

directive. As a result, the country’s Securities and Exchange Commission put plans to regulate crypto-

assets on hold.  

 
1 DMM users were depositing DAI, USDC, USDT, or ETH to the DMM smart contract in exchange for DMM mTokens 
that offered over 6% interest rates on the real-world car loans that backed them. DMM runs off a custom-built 
Chainlink oracle. The SEC subpoena requested information about the mTokens, the DMG governance tokens, and 
other details surrounding DMM’s operations and governance. 
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The U.S. SEC and Ripple said that there’s little chance of settlement ahead of the expected trial over 

alleged securities infractions. The SEC is accusing Ripple Labs and its lead executives of being in violation 

of securities laws with $1.3 billion generated from XRP sales. The SEC also amended its complaint to 

include allegations that Ripple purposely manipulated XRP’s price by increasing and decreasing XRP sales 

depending on market conditions. 

Other digital asset market developments (see also Table 1) 

Incumbent financial institutions aren’t shrinking from fintech challenges. MasterCard announced plans 

to support crypto-assets in 2021, and said it is “actively engaging” with several major central banks to 

support CBDC initiatives. Visa is piloting a suite of application programming interfaces (APIs) to let banks 

connect to digital asset bank Anchorage’s infrastructure, to allow their customers to buy and sell digital 

assets. Visa is already working with crypto companies to issue bank cards and has partnered with 35 

crypto firms to date, but this is the first time the company has offered crypto services to banks. Bank of 

New York Mellon announced plans to hold, transfer and issue Bitcoin and other crypto-assets as an asset 

manager on behalf of its clients.  

Retail CBDC developments (see also Table 2) 

The IMF's Sonja Davidovic posted the first topical piece on our new Global Fintech Intelligencer blog. As 

central banks advance their CBDC work, they are faced with questions on how to interoperate with 

other digital assets. To unravel the interoperability conundrum and provide a robust digital ecosystem 

for the economy, China has launched the Blockchain Service Network (BSN). Although in its early stages, 

the BSN remains a unique attempt to build a global interoperability network that connects digital assets 

both across borders and networks.  

A Sveriges Riksbank staff memo argued that it would be misguided to expect cash-like features of a 

CBDC. For a CBDC to be cash-like, it would need to be both anonymous and usable off-line, but the 

memo claims that the technical construction of digital currencies requires that they be verified by a 

remote ledger, in order to avoid double spending. It dismisses the possibility of using tamperproof local 

devices that cannot be programmed so that a token cannot be spent more than once. However, Mondex 

used tamper-resistant hardware to do exactly what the memo says is impossible. It failed due to a 

flawed business model, and not any technical shortcomings. 

A Swiss National Bank working paper proposed a double spending-resistant token-based CBDC system. It 

showed how earlier-deployed, software-only electronic cash can be improved upon to preserve 

transaction privacy, meet regulatory requirements, and offer quantum-resistant protection against 

systemic privacy risk. The proposed CBDC system is based on blind signatures and a two-tier 

architecture, that purportedly guarantees perfect, quantum-resistant transaction privacy and provides 

anti-money laundering and counter terrorism financing protections stronger than those of banknotes. 

Canadian fintech firm Bidali has reportedly launched a pilot to test a digital Bermuda dollar with the 

support of the Bermuda government. Under the pilot program, popular local rum company Gosling’s 

Limited will be accepting digital Bermuda dollars through the Stellar network. From there it hopes to 

expand to other businesses in Bermuda. Bermuda is a British island territory that does not have a central 

bank and the Bermuda dollar is pegged one-to-one to the U.S. dollar – it is effectively a non-digital 
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government-issued stablecoin with one USD in reserve for every Bermuda Dollar that’s issued. Also, 

since 2019, Bermudans have been able to pay taxes with USDC stablecoins. 

Wholesale CBDC developments (see also Table 2) 

The Digital Currency Institute of the People's Bank of China and the Central Bank of the United Arab 

Emirates joined the m-CBDC Bridge central bank digital currency (CBDC) project for cross-border foreign 

currency payments. The m-CBDC Bridge initiative is run in partnership with the BIS Innovation Hub 

(BISIH), the Hong Kong Monetary Authority and the Bank of Thailand. It will further explore the 

capabilities of distributed ledger technologies by developing a proof-of-concept prototype to support 

real-time cross-border foreign exchange payment-versus-payment transactions in multiple jurisdictions, 

operating 24/7. It will analyse business use cases in a cross-border context with both domestic and 

foreign currencies.  

The South African Intergovernmental Fintech Working Group launched “Project Khokha 2” to explore 

the use of tokenized money, blockchains and wholesale central bank digital currency (CBDC) in South 

Africa. The CBDC will use R3’s Corda enterprise blockchain, and the settlement token and debenture will 

use a variant of Cosmos blockchain interoperability solution. Accenture will be responsible for tokenizing 

the wholesale CBDC on Corda. Block Markets Africa will help with distributed ledger technology, 

tokenizing the bonds and the wholesale payment token using its custom Cosmos-based solution. And 

Deloitte will document the insights. Other participants in the trials will include commercial banks Absa, 

FirstRand, Investec, Nedbank, and Standard Bank, the Johannesburg Stock Exchange (JSE), and Strate, 

South Africa’s central securities depository.  

General Fintech Developments (see also Table 3) 

The People’s Bank of China (PBoC) China National Clearing Center (CNCC) and its Digital Currency 

Research Institute (DCRI) has partnered with SWIFT to launch a new financial payment service, Finance 

Gateway Information Service Limited. No further details on the functions or scope of the funding were 

offered on the registration document. SWIFT owns 55% of the incorporation contribution, CNCC owns 

34%, DCRI 3%, CNCC’s subsidiary Cross-border Interbank Payments and Settlement Limited (5%), and 

the Clearing Association of China (3%). 

The pandemic continued to drive consumers to PayPal and Venmo. Paypal added a record 72.7 million 

active accounts in 2020, with the addition of 16 million accounts in the fourth quarter. Venmo, PayPal’s 

peer-to-peer (P2P) service, processed $47 billion in payments, up 60% from a year earlier. Similarly, 

payment volumes and values at U.S. interbank retail P2P payment service Zelle increased 58% (to 1.2 

billion transactions) and 62% ($307 billion sent) and 457 new financial institutions joined its network in 

2020, bringing the total number to nearly 7,000. Also, according to Zelle research, more than 85% of 

consumers either use or plan to use P2P services.   

Miscellaneous commentary and research (see also Table 4) 

A U.S. Fed paper identified high-level environmental preconditions that support a U.S. retail CBDC, 

aimed at sparking further inquiry. These preconditions were broadly grouped into five areas: clear policy 

objectives, broad stakeholder support, strong legal framework, robust technology, and market 

readiness. Within each area, detailed elements were discussed. It recognized that these areas and 
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elements were not exhaustive because many systems, tools, processes, and structures will need to be in 

place for a CBDC. In addition, many of these elements are interconnected. 

A Minneapolis Fed article found that "the benefits of a central bank digital currency (CBDC) in the United 

States are not immediately obvious. Largely due to the legal and regulatory framework supporting the 

payments infrastructure, an end user’s buying power and ability to trust in the integrity of a transaction 

are the same for banknotes and bank account balances. Because the banking sector facilitates the 

exchange of funds between parties, the absence of central bank-issued digital money for general 

purposes is not currently an issue for most Americans." Also, this VoxEU article asked tough questions 

about the need for CBDC, and the high risk that a CBDC introduction could be a gigantic flop. 

 

Table 1. Other Crypto-Asset Market Developments 

Coinbase has publicly filed an S-1 with the U.S. SEC outlining its plans to complete an initial public 
offering on the NASDAQ, intending to raise up to $1 billion and  trade under the COIN ticker symbol. 

Seattle-based Protego Trust Bank received conditional approval for a trust charter from the Office of 
the Comptroller of the Currency (OCC) to custody digital assets. Protego is the second applicant to 
receive conditional approval from the OCC, following Anchorage.  

The U.S. Securities and Exchange Commission (SEC) published the framework in which the agency will 
examine digital asset investments. 

Counterpoint Global, a sub of Morgan Stanley Investment Management with $150 billion in assets 
under management, is reportedly exploring whether Bitcoin would be suitable for its investors.  

Square purchased $170 million Bitcoin, raising its holdings to about 5% of its cash and equivalents. 
Crypto-assets are a growing part of its business via the use of its Cash app for Bitcoin transactions. 

Cardano has been gaining traction in the crypto sphere as it gets closer to launching smart contracts 
on its blockchain to fully enter the DeFi space, following the its successful Mary hard fork upgrade. 

Yearn.Finance DeFi “yield farming” protocol announced that one of its DAI stablecoin lending pools 
has been exploited, leading to the loss of $2.8 million. 

BitPay Mastercard holders can now add Apple Pay as an option to pay for goods and services, and 
Google Pay and Samsung Pay will be added later this quarter. 

The Swiss canton of Zug now allows local companies and individuals to pay taxes in Bitcoin and 
Ethereum. Local crypto broker Bitcoin Suisse partnered with the canton to make it happen. 

Robinhood intends to implement crypto-asset deposits and withdrawals. Customers can to buy and 
sell crypto-assets via the platform, but they can’t transfer them to other wallets 

In the next few months, Venmo users will reportedly gain the ability to buy, hold and sell crypto inside 
the Venmo mobile app, along with other “investment alternatives.” 

The Bermuda Monetary Authority and the Wyoming Division of Banking will co-operate to facilitate 
the establishment of digital assets entities across jurisdictions and their effective supervision.  

 

Table 2. Other Central Bank Digital Currency (CBDC) Developments 

The Central Bank of Russia reportedly received detailed feedback from the banking community in its 
October report on the possible issuance of a digital ruble. new form of national currency. Most banks 
support a two-level business model that would allow banks to open wallets for their clients on the 
central bank’s platform and conduct operations. The central bank will reportedly develop a more 
detailed concept and start discussing it with the public, market participants, and banks at the 
beginning of summer. The next step will be launching a proof of concept. 
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The Xiong’an branch of the Agricultural Bank of China in Hebei has reportedly produced the first 
hardware wallet designed for the digital yuan. The product was developed by the Party Working 
Committee of the Xiongan New Area and the People’s Bank of China (PBOC) branch in Shijiazhuang. 
The new hardware wallet supports dual offline payments without an internet connection. The digital 
yuan wallet also features payments without the use of mobile phones. 

China has reportedly now issued a total of 110 million (worth $17 million) of its central bank digital 
currency. Beijing will reportedly be distributing 10 million digital yuan to 50,000 local residents via a 
lottery. Similar to previous tests, lottery-winners will be able to spend the free digital yuan in offline 
and online merchants that support the digital yuan payment method.  

The Postal Savings Bank of China has reportedly created a biometric hardware wallet for the digital 
yuan pilot. It enables identity verification via fingerprint sensors on the card to provide easier access 
to the CBDC and healthcare services for the elderly without needing to use smartphones.  

Ant-backed MYbank and Tencent-backed WeBank will reportedly join the Peoples's Bank of China 
(PBOC) digital yuan pilot. The e-wallets from the two firms will have exactly the same functions as 
those from the six state-owned lenders in the trial. 

On February 13, 2021, Bitt, in partnership with the Eastern Caribbean Central Bank (ECCB), executed 
the first successful retail CBDC consumer-to-merchant transaction using DCash. This was part of the 
final step before the full-blown public pilot in four of the ECCU’s eight sovereign member countries. 

Last month the Indian government announced that it will introduce a bill during the next Lok Sabha 
session to create a “facilitative framework” for the Reserve Bank of India (RBI) to issue CBDC. And late 
in February the RBI reported that it "remains in readiness to operationalize [CBDC] as and when 
necessary... with the eventual decline in the usage of (physical) currency gaining traction."  

The Bank of Jamaica announced plans to begin a CBDC pilot in the second or third quarter of 2021.  

The Bank of Korea published the results of research it conducted on CBDC legal issues. It concluded 
that the Bank of Korea Act needs to be amended to accommodate CBDC issuance, because it only 
accounts for notes and coins. However, CBDC would meet the requirements of currency legislation 
and could be freely exchanged with cash as the two share the same legal status. Therefore, it would 
be reasonable to treat a CBDC in the same way as cash deposits held by financial institutions.   

The Riksbank has extended its e-krona project to the end of February 2022. The aim for the coming 
year is to continue developing, in partnership with Accenture, the technical solution, with the focus 
on performance, scalability, testing of off-line functions and bringing external participants into the 
test environment. There is currently no decision on issuing an e-krona, how an e-krona might be 
designed or what technology might be used. 

The Bank of Canada reported that its work to prepare its contingency plan for launching a CBDC has 
accelerated, driven by a sharp decline in the acceptance of cash. If this trend continues beyond the 
pandemic and/or private digital currencies take hold as means of payment, the Bank could be pushed 
over the edge. Meanwhile, the Bank has been researching and experimenting with different 
technologies, and three university project teams it engaged to develop proposals for what a digital 
currency ecosystem could look like, published their reports. 

European Central Bank Executive Board member Fabio Panetta suggested that Euro-area residents’ 
holdings of a future digital currency could be limited to €3,000 to prevent bank runs. 

Holders of a new Bahamas Sand Dollar prepaid card from Mastercard and Island Pay, will be able to 
instantly convert the CBDC to Bahamian dollars and use them anywhere Mastercard is accepted. 

The Central Bank of The Bahamas (CBOB) has released a consultation paper setting out its proposals 
for legislation to regulate the provision and use of the Sand Dollar. 
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The Reserve Bank of Australia Payments System Board continues to be of the view that there is not a 
strong public policy case at present for issuance of a retail CBDC in Australia. However, the Bank is 
continuing its collaborative research project on a wholesale CBDC with a number of external parties.  

MasterCard has released a virtual sandbox tool to show how a CBDC can be used to settle consumer 
purchases using MasterCard infrastructure.   

 

Table 3. Other General Fintech Developments 

China's Banking and Insurance Regulatory Commission (CBIRC) has tightened rules governing how 
online lending platforms fund their loans. Under the rule changes online lending platforms will have 
to contribute 30% of the funding for loans they offer in partnership with banks. The CBIRC will also 
cap how much capital commercial banks can commit to online lending in co-operation with tech 
platforms. The new rules will come into force next year.  

Ant Group and Chinese regulators have reportedly agreed on a restructuring plan that will turn Ant 
into a financial holding company, making it subject to capital requirements similar to those for banks. 
The plan calls for putting all of Ant’s businesses into the holding company, including its technology 
offerings in areas like blockchain and food delivery. One of Ant’s early proposals to regulators had 
envisioned putting only financial operations into the new structure. 

PayPal received a Civil Investigative Demand (“CID”) from the Consumer Financial Protection Bureau 
(“CFPB”) related to Venmo’s unauthorized funds transfers and collections processes, and related 
matters. The CID requests the production of documents and answers to written questions. 

Bianjie launched the first open permissioned blockchain on China’s Blockchain-based Service Network 
(BSN). This WenChang blockchain is powered by Cosmos’ interoperable blockchain ecosystem. 

The first of four phases of the Banco Central do Brasil open banking implementation started, as part 
of the country's broader agenda of modernization of the national financial ecosystem. 

According to South Korea’s Financial Services Commission’s 2021 work plan it will be focusing on 
promoting financial innovation by advancing open banking development and adoption. 

The Central Bank of Saudi Arabia launched its new instant payments system on February 21, after the 
successful completion of the pilot with a number of Saudi banks.  

Fiji's National Payment System Bill was reportedly passed, paving the way for reforms being 
introduced by the Reserve Bank, including real-time payments.  

U.K. “buy now, pay later” shopping services like Klarna will face stricter Financial Conduct Authority 
regulations and supervision under proposals announced by the U.K. government. 

The Bangko Sentral ng Pilipinas established the Payments and Currency Management Sector to 
manage the interplay of physical currency and digital money.  

The Bank of Ghana launched a regulatory and innovation sandbox to provide a controlled testing 
environment for new financial products and services, in partnership with Emtech. 

 

Table 4. Other Miscellaneous Commentary and Research 

A BIS working paper advocated regulating bigtechs using an entity-based rather than a "same activity, 
same regulation" activity-based regulatory approach. It argued that there is only limited scope for 
harmonizing the requirements for different players in specific market segments without jeopardizing 
higher-priority policy goals. The regulatory framework should incorporate entity-based requirements 
for big techs in areas such as competition and operational resilience that would address the risks 
stemming from the different activities they perform. This strategy would not only help regulation to 
achieve its primary objectives but would also serve to mitigate competitive distortions. However, in 
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https://www.bog.gov.gh/wp-content/uploads/2021/02/PRESS-RELEASE-BANK-OF-GHANA-SANDBOX-PILOT.pdf
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some policy domains, such as consumer protection or AML/CFT, an activity-based approach may well 
be adequate enough to achieve primary objectives.  

U.S. and Canadian merchants generally do not differentiate prices based on payment methods. They 
pass through their total costs of accepting payment methods evenly to all customers through higher 
retail prices. However, credit cards are more expensive for merchants to accept than debit cards or 
cash. These pecuniary costs include merchants’ costs of accepting payments that are passed on to 
customers, fees paid by consumers to financial institutions, and consumer rewards received for credit 
or debit card use. Using data from the two countries, a Bank of Canada paper found that lower-
income consumers incur a disproportionally greater net pecuniary cost than higher-income 
consumers. Card rewards and consumer fees paid to financial institutions may also benefit higher-
income individuals more than those with lower incomes.  

A Boston Fed paper discussed the key developments, drivers, and considerations in the U.S. market 
that support progress towards open banking and application programming interfaces (APIs) and how 
APIs offer a wide variety of new services. It finds that opening a bank’s platform to third-party 
applications can create synergies with innovative technology businesses to build a new generation of 
digital financial activities that enhance the consumer experience. Open banking can create a paradigm 
shift in how financial institutions (FIs) treat the issue of ownership, storage, and use of data. However, 
several risks and challenges need to be addressed. The industry is waiting for guidance from the 
Consumer Financial Protection Bureau (CFPB). Interoperability is lacking and many FIs struggle to 
replace legacy infrastructures with fully digital platforms, which can require considerable investment. 
FIs may be struggling to prioritize open banking and API permissioned data with competing projects. 

 

Annex: Crypto-Asset and Stablecoin Market Capitalization  

Crypto-Asset Market Capitalization ($billions) 

 January 30, 2021 February 28, 2021 Change 

Bitcoin $626.5 $864.8 +$238.3 (+38.0%) 

Altcoins $361.0 $524.6 +$163.6 (+45.3%) 

Total $987.5 $1,389.4 +$401.9 (40.7%) 

 

Top Five Crypto-Asset Market Capitalization and Prices (February 28, 2021) 

 Market Cap ($billions) Price 

Bitcoin $639.4 -> $868.4 $34,350 -> $46,526 (+35.4%) 

Ethereum $158.0 -> $165.9 $1,380 -> $1,425 (+3.3%) 

Cardano $11.6 -> $41.8 $0.36 -> $1.31 (+260.4%) 

Binance Coin $7.6 -> $36.1 $44.82 -> $211.68 (+372.3%) 

Polkadot $14.9 -> $30.7 $16.51 -> $33.61 (+103.6%) 

 

Top Five Stablecoin (all USD) Capitalization (February 28, 2021) 

 Market Capitalization ($billions) 

Tether $25.2 -> $34.8 (+$9.6) 

USD Coin $5.8 -> $9.0 (+$3.2) 

Binance USD $1.5 -> $2.4 (+$0.9) 

Dai $1.6 -> $2.3 (+$0.7) 

Paxos Standard $0.6 -> $0.9 (+$0.3) 
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