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What's Happening: Negotiations are underway to prepare the landmark crypto
market structure bill for the Senate floor following last week’s bipartisan vote to
advance the bill out of the Senate Banking Committee.

Why It Matters: Lawmakers are the closest they’ve been in years to establishing a
federal regulatory framework for digital assets. Last week’s bipartisan vote to
advance the crypto market structure bill out of the Senate Banking Committee — in
which Senators Ruben Gallego (D-AZ) and Angela Alsobrooks (D-MD) joined all 13
committee Republicans in supporting the bill — is a sign of the momentum behind
the project. Only hours before the markup, it was believed it would be partisan. As
Senate Minority Leader Chuck Schumer (D-NY) himself indicated in remarks
to Democratic negotiators last week, we believe the necessary number of
Senate Democrats want to get to yes on the bill, provided the politics allow. To
overcome a filibuster, the GOP will need at least seven Democrats to support the bill
on the Senate floor, and even Gallego’s and Alsobrooks' support isn't guaranteed
without further changes. Senators Mark Warner (D-VA), Catherine Cortez Masto (D-
NV), and Raphael Warnock (D-GA) expressed conditional interest during the
markup, and we believe another five to ten other non-committee Democrats are
potentially in play. But to get the necessary level of Democratic support, a
handful of key outstanding issues must be resolved quickly. The central
sticking point is officeholder ethics, specifically restricting federal officeholders,
including the president's family, from profiting from crypto-related activities.
Democrats close to the negotiations, including Gallego and Senator Adam Schiff (D-
CA), have indicated that progress toward a deal is being made, but any final
compromise will require President Trump’s sign-off. Without a comprehensive
ethics framework, nearly all Democrats would likely oppose the bill. In addition
to an ethics framework, Warner and Cortez Masto, in particular, are pushing to
rework illicit finance provisions, particularly the Blockchain Regulatory Certainty
Act's exemptions from certain anti-money laundering requirements, which continue
to draw opposition from key law enforcement organizations. Beyond tweaking the
Banking Committee’s text, the bill will also need to be merged with the Senate
Agriculture Committee’s product, which advanced to the Senate floor along
party lines in January. That portion of the bill governing digital commodities will
similarly need to be overhauled to bring committee Democrats on board.
Separately, bank industry groups are threatening to lobby for additional
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changes to the stablecoin yield language on the floor, though Politico reports
that some major banks are less concerned about the new agreement, a
dynamic that could undercut some of the industry’s leverage. In either event,
all of this needs to be addressed within the nine remaining legislative weeks
before the Senate goes on its August recess, our informal deadline for Senate
passage if the bill is to become law this year.

What's Next: Senate negotiators are expected to work through the handful of major
outstanding issues over the next several weeks. The key things to watch for will be
whether an ethics deal comes together and what new issues, if any, crop up within
the Senate Agriculture Committee as lawmakers move to merge the two bills. Top
negotiators on both sides of the aisle are interested in advancing the bill before the
August recess, so meaningful progress will need to be made throughout June and
early July.

What the Banking Committee's Bipartisan Markup Means

Last week’s bipartisan vote to advance the Senate Banking Committee’s half of the
crypto market structure bill to the Senate floor was a strong positive sign for the
bill’s prospects, even if the vote was only narrowly bipartisan. Until the vote itself
occurred, the assumption was that only GOP lawmakers would support it. However, a last-
minute flurry of negotiating convinced Senators Ruben Gallego (D-AZ) and Angela
Alsobrooks (D-MD) to back the bill, even if more progress will be required to secure their
votes on the Senate floor. Gallego’s favorable vote is particularly significant because
he’s a lead Democratic negotiator on the unresolved officeholder ethics issue, and
without a deal on it, Democrats may universally oppose the bill. And while a handful
of other key Banking Committee Democrats who’ve worked closely on the bill’s
drafting didn’t support it in committee, they indicated that additional tweaks could
get them to back it on the Senate floor. Senators Mark Warner (D-VA), Catherine Cortez
Masto (D-NV), and Raphael Warnock (D-GA) all joined Gallego and Alsobrooks in voting
for several key amendments to the bill in committee and commented on their desire to
support the eventual product should it meet their standards. Several Senate Agriculture
Committee Democrats, including Senators Cory Booker (D-NJ), Ben Ray Lujan (D-NM),
Adam Schiff (D-CA), and Elissa Slotkin (D-MlI), who’ve worked on the other half of the bill,
signaled during their own January markup that they, too, would like to back the final
product should sufficient tweaks be made. Another handful of crypto-friendly
Democrats, like Senator Kirsten Gillibrand (D-NY), are supportive of the effort,
suggesting that around a dozen or more Senate Democrats could ultimately get
behind the bill if negotiations go well over the next few weeks.

The Remaining Hurdles

Despite the positive momentum, success isn’t guaranteed. While we believe that
Democrats want to get to yes on the market structure bill, whether it becomes law
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will come down to whether the White House and Democratic negotiators can get on
the same page in only a matter of weeks. As Gallego and other Democrats stated during
the Banking Committee markup, changes must be made to the illicit finance provisions,
and ethics language must be inserted into the bill before it's ready for the floor. Other
lawmakers and industry groups are pushing for several additional changes. The biggest
issues requiring resolution before a floor vote are as follows:

Ethics

The longest-running issue preventing otherwise supportive Senate Democrats from
publicly backing the market structure bill is the lack of language on officeholder
ethics. While no proposed text is public, Democrats are looking to craft a bipartisan
provision that would limit lawmakers' and White House officials' ability to profit from crypto-
related activities. The idea is particularly sensitive for Democrats because of the Trump
family’s crypto dealings, which are a key midterm issue and are likely to be part of the 2028
campaign as the party increasingly focuses on reining in perceived corruption. Politico
reported ahead of last week's markup that key negotiators had made progress
toward a deal, but no agreement had been reached.

Two key, related sticking points in the ethics negotiations must be resolved for Democrats
to support the bill. Punchbowl News reports that the major outstanding issue in ethics
negotiations is the extent to which restrictions can be imposed on officeholders’
families. This is important to Democrats because the Trump family children, not President
Trump himself, are deepening the family's crypto ties through projects like World Liberty
Financial. But extending robust restrictions to non-officeholders is politically difficult,
something Democrats are aware of. The second issue is that President Trump, who
hasn’t been directly involved in these negotiations, must sign off on any final
language for Democrats to support it. Senator Gallego fold Politico last week,
“Whatever we agree to, it has to be signed off by Trump...and if he doesn’t sign off on it,
then it doesn’t happen.” Democrats don’t trust the administration to uphold the deal if the
president himself doesn’t support it.

We believe the ethics issue is resolvable, largely because Democrats want to reach
an agreement. Crypto in America reported last week that Senate Minority Leader
Chuck Schumer (D-NY) told Democratic negotiators he wanted them to support a
good crypto bill, but that ethics language needed to be improved for them to do so.
Still, finalizing such language will be difficult. Without it, we would expect most
Democrats, even those who support the bill's overall intent, to withhold their
support on the Senate floor.

llicit Finance

The biggest sticking point for Senators Cortez Masto and Warner is illicit finance
protections, particularly as they relate to the decentralized finance (DeFi) industry.
The market structure bill includes a provision known as the Blockchain Regulatory
Certainty Act (BRCA), which would allow blockchain software developers to avoid
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registering as money transmitters, provided they don’t directly control users’ funds. The
DeFi industry lobbied hard for this provision, arguing that most software developers would
risk unfair prosecution without it. If the provision were removed from the bill, several key
DeFi organizations would likely withdraw their support for the broader market structure
legislation.

Cortez Masto and Warner fear that the measure's blanket protection could allow software
developers who helped create platforms enabling money laundering to escape
prosecution. Senator Cynthia Lummis (R-WY) and Senate Judiciary Committee Chair
Chuck Grassley (R-IA) attempted to address those concerns, which are shared by key law
enforcement groups, by inserting new language into the bill that emphasizes that software
developers who act to transfer funds on another person’s behalf with criminal intent can
still be prosecuted. Despite the changes, Politico reports that top law enforcement groups
told lawmakers hours before the markup that they still aren’t comfortable with the
language, something Cortez Masto and Warner echoed in their mid-markup remarks.
Finding a landing spot that makes law enforcement comfortable while preserving the
key protections of the BRCA will be pivotal to securing Cortez Masto’s and Warner’s
votes. We think this is achievable — Cortez Masto indicated that she wants to get to
yes in her post-markup statement — but it may take time.

The Ag Bill

While the Banking Committee’s market structure negotiations have drawn most of
the attention on Capitol Hill over the last few months, the committee’s legislative
text makes up only half of the Senate’s crypto market structure bill. The other half of
the bill, which covers the Commaodity Futures Trading Commission (CFTC) and its
oversight of digital commaodities, advanced out of the Senate Agriculture Committee along
party lines in January. That bill hasn’t been updated since the January markup, but
changes are needed to bring Democrats on board before it can be combined with
the Banking Committee’s text.

In addition to shared concerns about ethics and illicit finance, Senate Agriculture
Committee Democrats raised their own issues they want included in any updated bill. At
the top of the list is the CFTC's composition. Currently, CFTC Chair Mike Selig is the
only commissioner on the commission’s five-person board. Democrats want the
administration to appoint nominees to the commission’s four vacancies, including
two Democratic nominees. Lawmakers attempted to include language in the bill requiring
this or delaying implementation until the administration made the appointments, but they
didn’t succeed. Both GOP lawmakers and the administration appear open to
addressing this concern, though perhaps not in binding legislative text. Bloomberg
reported in January that the White House was considering appointing a full slate of
commissioners, and just last week, Politico reported that House Agriculture
Committee Chair GT Thompson (R-PA) issued a bipartisan letter calling on the
administration to put forward a full slate of CFTC nominees.

While CFTC staffing is the biggest issue, the Agriculture Committee Democrats will want to
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sign off on integrating the Banking Committee’s anti-money laundering provisions into the
Agriculture section of the bill. Committee Democrats also raised concerns about the bill's
lack of national security protections during the markup, a concern shared by Senator
Warner. Smaller changes to language governing commaodity pool operators and DeFi
networks may also still be subject to future negotiations.

Stablecoin Yield

The fight over stablecoin yield payments by third-party crypto firms, once the biggest issue
holding up the market structure bill, has taken a back seat in recent days. Days before the
markup, Senators Thom Tillis (R-NC) and Angela Alsobrooks inserted new yield language
into the Banking Committee bill, announcing that the updated text was their last and final
offer. The language would ban third-party yield payments made “solely in connection with”
the holding of a payment stablecoin or “in a manner that is economically or functionally
equivalent to the payment of interest or yield on an interest-bearing bank deposit,”
although it exempts certain activity-based reward payments. Crypto firms largely embraced
that compromise, but several key banking industry organizations opposed it, though they
weren’t able to force any changes to the text pre-markup.

Now, banks are threatening to take the fight to the Senate floor. Bank industry
representatives told Decrypt Media they plan to shift their lobbying focus to non-Banking
Committee senators who could help hold up the bill on their behalf. While the banking
industry’s anti-yield campaign poses a threat to the bill on the floor, we believe their
leverage has been somewhat weakened by two key factors. First, key GOP members
otherwise sympathetic to the banks’ concerns appear to have largely moved on,
preferring to get the market structure bill — a top White House priority — over the
finish line rather than cater to the banks’ requests. The other key dynamic is that, as
Politico reports, some big banks not overly reliant on deposit revenue, such as
Goldman Sachs (GS), are less concerned about the yield language and are ready to
move on. That division undercuts some of the industry's broader leverage. Given
this, while we can’t rule out the possibility that banks derail the bill on the Senate
floor, we believe their ability to do so has been weakened.

The Timeline for Passage

If these issues can be resolved, Senate leadership will look to move the bill to the floor
quickly. Between the Memorial Day recess and the two-week July 4th recess, senators will
be in Washington for only nine more weeks before the August recess, which is our informal
deadline for the bill to pass out of the upper chamber. With this in mind, we believe the
earliest the Senate could bring the bill to the floor is the second half of June,
assuming negotiations conclude in time. However, that timeline could easily extend
into the second half of July. We expect the White House to pressure the Senate to
move toward the front of that window; the president is interested in signing the bill
into law before the August break, and the House is scheduled to leave for its recess
two weeks before the Senate on July 23rd, further narrowing the window for
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passage through both chambers. Even if the House doesn’t pass the bill before it
departs for its August recess, we believe that as long as the Senate can pass the bill
before its August recess, the House could still take it up when the chamber returns
in September. We don’t expect the House to make changes to the bill once the Senate
passes it, so it would be a quick vote for the lower chamber.

Should negotiations in the Senate drag on and support for the bill fail to materialize
by the August recess, we believe the odds of the bill becoming law this year will
drop to near zero. In addition to the August recess, Congress will recess for the entire
month of October, leaving only a handful of weeks to move the bill in the second half of the
year. Should Democrats flip control of at least one chamber of Congress this fall, as we
expect, they will be incentivized to wait until the next Congress to continue negotiations on
the bill, when they would at least partially control the drafting process.
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