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Stablecoin Activities by National Banks 

OCC Interpretive Letter Confirms National Bank Authority to Hold 
Stablecoin Reserves 

In an interpretive letter released to the public on September 21, 2020, the Office of the Comptroller of the 

Currency (“OCC”) concluded that a national bank may, as a service to banking clients, hold deposits that 

serve as reserves for certain “stablecoins.”  A stablecoin is a type of cryptocurrency that is designed to 

have a stable value, facilitating its use in payments and in other contexts.  While there are a number of 

ways to achieve this goal, the interpretive letter addresses only stablecoins that are “backed on a 1:1 

basis by a single fiat currency where the bank verifies at least daily that reserve account balances are 

always equal to or greater than the number of the issuer’s outstanding stablecoins.”1  Further, the 

interpretive letter is limited to stablecoins that are transacted on “hosted wallets”—an account-based 

software program, controlled by an identifiable entity, that stores the cryptographic keys associated with 

such stablecoin—as opposed to those transacted on un-hosted wallets.2 

As in the interpretive letter issued in July 2020,3 the OCC uses the letter to emphasize that “banks are 

encouraged to manage customer relationships and mitigate risks based on client relationships rather than 

declining to provide banking services to entire categories of customers.”4  In its discussion, the OCC 

recognizes that stablecoin issuers may naturally want to place stablecoin reserves with a national bank, 

and that receiving deposits is a core banking activity.5  Building on the prior interpretive letter, the OCC 

reaffirms that a national bank may provide banking services to any lawful business—including businesses 

associated with cryptocurrencies—so long as the bank is able to manage the relevant risks, including the 

substantial liquidity risk inherent in these services,  6 and comply with all applicable law, including federal 

securities laws, the Bank Secrecy Act and anti-money laundering (“AML”) requirements.7  

The OCC also cautions that, as with any deposit product, a national bank or federal savings association 

(“FSA”) that accepts stablecoin reserves should be cognizant of deposit insurance limits, as well as 

requirements that must be met so that deposit insurance may “pass through” to the underlying depositor, if 
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applicable.8  The OCC notes that stablecoin reserve deposits could be structured as the deposits of the 

stablecoin issuer itself or as deposits of the individual holder of such stablecoins, if the requirements for 

pass-through insurance are met.9 

Furthermore, the letter notes the important role that contractual arrangements with the stablecoin issuer 

may have in mitigating risks to the bank, such as by specifying the respective responsibilities of the parties. 10  

Among the contractual arrangements suggested in the letter is an agreement between the bank and 

stablecoin issuer by which the bank may ensure that deposit balances held by the bank are always greater 

than or equal to the number of the stablecoins outstanding.11  In the context of prepaid cards distributed 

and sold by third-party program managers, which the OCC views as an analogous activity, interagency 

guidance specifically provides that banks should enter into contracts allowing them to monitor the 

performance of and to audit the activities of third-party program managers.12 

In a companion notice to the interpretive letter, the U.S. Securities and Exchange Commission’s Strategic 

Hub for Innovation and Financial Technology Staff (the “FinHub Staff”) issued (and SEC Commissioner 

Hester Peirce re-tweeted) a statement reminding market participants that a stablecoin may be considered 

a security under the federal securities laws, and such determination is “inherently a facts and circumstances 

determination.”13  The statement encourages parties seeking to sell stablecoins and other digital products 

to consult with FinHub Staff to “help ensure that such digital assets are structured, marketed, and operated 

in compliance with the federal securities laws,” and offers to engage with market participants to assist them 

and to “consider providing, if appropriate, a ‘no-action’ position regarding whether activities with respect to 

a specific digital asset may invoke the application of the federal securities laws.”14 

* * * 
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1  OCC Chief Counsel’s Interpretation on National Bank and Federal Savings Association Authority 
to Hold Stablecoin Reserves, OCC Interpretive Letter #1172 (Oct. 2020) at 2 (the “Interpretive 
Letter”).  In a footnote, the OCC notes that the types of activities discussed in the interpretive letter 
by such stablecoins “would not contribute to the global and systemic risks noted by the Financial 
Stability Board in its recent consultation.”  Id. at 2, n.5. 

2  Id. at 1, n.3 (“A hosted wallet is an account-based software program for storing cryptographic keys 
controlled by an identifiable third party.  These parties receive, store, and transmit cryptocurrency 
transactions on behalf of their accountholders; the accountholder generally does not have access 
to the cryptographic keys themselves.  In contrast, an un-hosted or personal wallet is one where 
an individual owner of a cryptocurrency maintains control of the cryptographic keys for accessing 
the underlying cryptocurrency.”). 

3  Authority of a National Bank to Provide Cryptocurrency Custody Services for Customers, OCC 
Interpretive Letter #1170 (Jul. 2020). For a summary, please refer to our Memorandum to Clients 
from July 23, 2020. 

4  Interpretive Letter at 3, n.14. 

5  Id. at 3. 

6  Id. 

7  Id. at 2-3. 

8  Interpretive Letter at 4.  The OCC analogizes to prepaid cards, for which the OCC has explained 
that “stored value (electronic cash) issued by banks will be insured if the funds underlying the 
electronic cash remain in a customer’s account until it is transferred to a merchant or other third 
party, who in turn collects the funds from the customer's bank.  However, bank-issued electronic 
cash does not result in an insured deposit when the underlying funds are placed in a reserve or 
general liability account held by the issuing bank to pay merchants and other payees as they make 
claims for payments.”  OCC Bulletin 1996-48 (Sept. 3, 1996). 

9  Per the Interpretive Letter, “[t]he general requirements for pass through deposit insurance coverage 
are: (1) the account records at the bank must disclose the existence of the third party custodial 
relationship; (2) the bank’s records or records maintained by the custodian or other party must 
disclose the identities of the actual owners of the funds and the amount owned by each such owner; 
and (3) the deposits actually must be owned (under the agreements among the parties) by the 
named owners.”  Interpretive Letter at 4, n.19.  Other implications that arise when a holder of 
stablecoin is viewed as owning the stablecoin’s reserves are not discussed by the Interpretive 
Letter. 

10  Id. 

11  Id. at 5, n.26. 

12  Id. See OCC Bulletin 2016-10, Prepaid Cards: Interagency Guidance to Issuing Banks on Applying 
Customer Identification Program Requirements to Holders of Prepaid Cards (Mar. 21, 2016).  

13  SEC FinHub Staff Statement on OCC Interpretation (Sept. 21, 2020), available at https://www.sec.
gov/news/public-statement/sec-finhub-statement-occ-interpretation. 

14  Id. 
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