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U.S. Financial Regulators Chart 
New Path Forward for the 
Crypto Industry
Teresa Goody Guillén, Robert A. Musiala Jr., Joanna F. Wasick, 
Kevin R. Edgar, Isabelle Corbett Sterling, and Jonathan Cardenas*

In this article, the authors examine a host of recent developments indicating 
how the U.S. crypto regulatory landscape is continuing to evolve.

Federal Reserve Withdraws Prior Crypto 
Guidance

On April 24, 2025, the Board of Governors of the Federal 
Reserve System (Federal Reserve) withdrew its prior guidance 
for banks related to their crypto asset and dollar token activities 
and also announced related changes to its expectations for these 
activities.1 In addition, the Federal Reserve, together with the 
Federal Deposit Insurance Corporation (FDIC) and the Office of 
the Comptroller of the Currency (OCC), withdrew from two 2023 
statements2 jointly issued by the prudential regulators regarding 
banks’ crypto asset activities and exposures.

The Federal Reserve has rescinded its:

•	 2022 supervisory letter3 that established an expectation 
that state member banks provide advance notification 
of planned or current crypto asset activities. As a result 
of this withdrawal, the Federal Reserve will no longer 
expect banks to provide such notifications and will instead 
monitor banks’ crypto asset activities through the normal 
supervisory process.

•	 2023 supervisory letter4 regarding the supervisory non-
objection process for state member bank engagement in 
dollar token activities.

The Federal Reserve took these actions to ensure that its expecta-
tions remain aligned with evolving risks that surround crypto assets 
and to further support technological innovation in the banking 
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system. In addition, the Federal Reserve indicated that it intends 
to work with the federal banking regulatory agencies to consider 
whether additional guidance to support technological innovation, 
including innovation related to crypto assets, is appropriate.

OCC Crypto Custody Guidance

On May 7, 2025, the OCC issued its Interpretive Letter 1184, 
confirming that national banks and federal savings associations can 
provide crypto custody and execution services under existing law.5 

The OCC confirmed that banks can buy and sell assets held in 
custody at the custody customer’s direction and are permitted to 
outsource crypto asset activities to third parties, including custody 
and execution services, subject to appropriate third-party risk 
management practices. The OCC’s guidance reverses the cautious 
January 2023 interagency stance previously taken by the OCC, the 
Federal Reserve, and the FDIC.6 The OCC’s new guidance signals 
support for responsible digital asset activity in the banking system 
and builds on prior OCC guidance (specifically, OCC Interpretive 
Letters 11707 and 11838), signaling a major step forward for insti-
tutional crypto adoption.

Under the OCC’s new guidance, banks may:

•	 Custody crypto assets on behalf of their customers;
•	 Execute trades of crypto assets at their customers’ direction;
•	 Settle, value, and record crypto transactions;
•	 Provide crypto-related tax and operational support; and
•	 Use third-party digital asset service providers (sub-custody 

allowed).

In addition, the OCC’s new guidance states that strong risk 
management controls must be in place, with any bank fiduciary ser-
vices remaining subject to 12 C.F.R. Parts 9 and 150, as applicable.

SEC and FINRA Withdrawal of Joint Staff 
Statement on Broker-Dealer Custody of Digital 
Asset Securities

On May 15, 2025, the staffs of the Division of Trading and 
Markets of the Securities and Exchange Commission (SEC) and 
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the Office of General Counsel of the Financial Industry Regulatory 
Authority (FINRA) withdrew a joint staff statement issued on July 
8, 2019, regarding broker-dealer custody of digital asset securities 
(Joint Staff Statement).9 The now-withdrawn Joint Staff Statement 
required broker-dealers that custodied digital asset securities to 
comply with the Exchange Act’s broker-dealer financial responsibil-
ity rules, including, but not limited to, the net capital rule, customer 
protection rule, and broker-dealer recordkeeping and reporting 
rules.10 The applicability of these rules created uncertainty among 
market participants, particularly in light of the uncertainty that 
has surrounded the circumstances in which digital assets could be 
deemed to be securities. The withdrawal of these rules provides the 
SEC and FINRA with an opportunity to revisit and reformulate the 
rules that govern broker-dealer custody of digital assets.

SEC Potential Conditional Exemptive Order for 
Tokenized Securities

On May 8, 2025, SEC Commissioner Hester M. Peirce provided 
remarks at the SEC’s 31st International Institute for Securities 
Market Growth and Development regarding the SEC Crypto Task 
Force’s consideration of a potential conditional exemptive order 
that would allow firms to issue, trade, and settle eligible tokenized 
securities using distributed ledger technology (DLT).11 Peirce’s 
remarks were delivered a few days ahead of the Crypto Task Force’s 
fourth public roundtable—“Tokenization: Moving Assets Onchain: 
Where TradFi and DeFi Meet”—which occurred on May 12.12 

If such an order is implemented, market makers and other firms 
seeking to issue, trade, and settle tokenized securities using DLT 
would be exempt from certain SEC registration requirements and 
rules but would still be required to comply with other SEC regula-
tory requirements, as specified below.

Conditional Exemption

The Crypto Task Force’s consideration of a potential conditional 
exemptive order follows comments that it received in response to 
its February 21, 2025, call for public comment,13 which was issued 
in connection with the launch of the Crypto Task Force on Janu-
ary 21.14 The potential conditional exemption would enable firms 
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to issue, trade, and settle tokenized securities utilizing DLT without 
needing to comply with certain SEC registration requirements and 
rules, including the SEC’s Regulation National Market System as 
well as other broker-dealer, clearing agency, and/or exchange reg-
istration requirements. The potential exemption would incentivize 
market makers and other market participants that would other-
wise be reluctant to trade and settle tokenized securities because 
of regulatory uncertainty and would also provide the SEC with an 
opportunity to reform existing rules to accommodate DLT-based 
trading and settlement of tokenized securities.

The Crypto Task Force’s contemplated conditional exemption 
would require exempted entities to:

•	 Comply with market integrity conditions for the preven-
tion of fraud and manipulation;

•	 Provide material disclosures to users about a platform’s 
products, services, operations, conflicts of interest, and 
risks, including smart contract risks;

•	 Comply with SEC recordkeeping and reporting requirements;
•	 Be subject to monitoring and examination by SEC staff; and 
•	 Have adequate financial resources for operations.

The Crypto Task Force is also contemplating supplemental 
requirements for market participants that offer crypto custody 
services, including mandatory disclosures related to crypto custody 
arrangements and risks and the implementation of policies and 
procedures related to blockchain and wallet security. Additional 
requirements under consideration include limits on the number 
and types of tokenized securities that can be listed as well as limits 
on trading volume.

Commissioner Peirce notes that the potential exemption being 
contemplated is a “work in progress” and that the objective is to 
formulate a commercially feasible approach that protects investors 
by ensuring that they have access to the benefits of DLT for trading, 
clearing, and settling securities.15 

SEC Chair’s Regulatory Agenda for 
Crypto Assets

On May 12, 2025, SEC Chair Paul S. Atkins delivered a keynote 
speech at the Crypto Task Force’s roundtable on tokenization, in 
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which he outlined his regulatory reform priorities as SEC Chair 
and identified crypto issuance, custody, and trading as three focus 
areas for the SEC’s crypto asset regulatory reform agenda.16 Atkins 
stated that he is eager to work with the Trump administration and 
Congress to fulfill President Donald Trump’s vision of making the 
United States the “crypto capital of the planet.”17 

Recognizing the evolution of blockchain innovation in the capi-
tal markets, Atkins stated that a key priority of his chairmanship 
will be to develop a “rational regulatory framework for crypto asset 
markets that establishes clear rules of the road”18 while continuing 
to protect investors against fraud and manipulation. Atkins stated 
that the SEC’s policymaking approach to crypto will no longer be 
based on ad hoc regulation by enforcement but will instead be 
based on the SEC’s existing rulemaking, interpretive, and exemptive 
authorities. Atkins highlighted the issuance, custody, and trading 
of digital assets as three core items for SEC action:

1.	 Issuance. With respect to issuance, Atkins stated that he 
intends for the SEC to establish clear guidelines for distri-
butions of crypto assets in order to resolve the uncertainty 
that prospective issuers currently face with respect to 
whether or not a crypto asset constitutes a security or is 
subject to an investment contract and in order to create 
pathways for crypto asset issuances within the United 
States. He also referred to recent SEC staff statements 
related to offerings and registrations of securities in the 
crypto asset markets,19 meme coins,20 certain proof-of-
work mining activities,21 and stablecoins;22 however, he 
explained that these statements are “extremely temporary” 
and indicated that action at the SEC level is needed.23 

2.	 Custody. With respect to custody, Atkins stated that he 
supports providing registrants with a wider range of 
options to determine how to custody crypto assets and 
signaled his support for the SEC’s recent removal of Staff 
Accounting Bulletin No. 121,24 which created impediments 
to the provision of crypto asset custodial services. Atkins 
stated that the SEC would provide clarity with respect to 
the types of custodians that will qualify as a “qualified 
custodian” under the Investment Advisers Act of 1940 
and Investment Company Act of 1940. He also stated that 
SEC action may be needed to clarify the application of 



426	 The Journal of Robotics, Artificial Intelligence & Law	 [8:421

customer protection and net capital rules to broker-dealers 
that act as custodians for non-security crypto assets or 
crypto asset securities.

3.	 Trading. With respect to trading, Atkins stated that he is 
in favor of allowing registrants to trade crypto assets on 
their platforms and has instructed SEC staff to modernize 
the alternative trading system regulatory regime in order 
to better accommodate crypto assets, including via “pairs 
trading” between securities and non-securities.

SEC Commissioners Hester M. Peirce,25 Caroline A. Crenshaw,26 
and Mark T. Uyeda27 also delivered remarks at the Crypto Task 
Force’s roundtable on tokenization.

In Summary

•	 U.S. financial regulators, including the Federal Reserve, 
the OCC, the SEC, and FINRA, have recently withdrawn 
guidance or issued statements that collectively signal a 
new regulatory approach to crypto regulation and prog-
ress toward a clearer and more comprehensive regulatory 
framework for the crypto industry.

•	 Financial regulator crypto activity is consistent with 
Trump’s Executive Order 14178 issued in January 2025 to 
“support the responsible growth and use of digital assets, 
blockchain technology, and related technologies across all 
sectors of the economy.”28 

•	 At the May 12 meeting of the SEC’s Crypto Task Force, 
Atkins set forth his vision to modernize the securities laws 
to include digital assets.

•	 Additional crypto regulatory actions, including guidance 
and rule proposals, particularly from the SEC, are likely.

Conclusion

The Federal Reserve and OCC guidance, the SEC Division of 
Trading and Markets, and FINRA’s joint withdrawal of broker-
dealer digital asset custody guidance, the Crypto Task Force’s 
consideration of potential regulatory changes, and the SEC’s regula-
tory agenda for crypto assets under Atkins’s leadership collectively 
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signal a positive, innovation-supportive path ahead for the U.S. 
crypto industry. The U.S. crypto regulatory landscape is continu-
ing to evolve.

Notes
*  The authors, attorneys with Baker & Hostetler LLP, may be contacted 

at tgoodyguillen@bakerlaw.com, rmusiala@bakerlaw.com, jwasick@baker 
law.com, kedgar@bakerlaw.com, isterling@bakerlaw.com, and jcardenas@
bakerlaw.com, respectively.
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